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Chairman’s Message

On behalf of the Board of Directors, it is my pleasure to share the Annual Report of Faysal Bank Limited for the
financial year ending December 31, 2019.

2019 was an eventful year for Faysal Bank, where we once again delivered a strong financial performance, while continuing
on our strategy for conversion into a full-fledged Islamic Bank along-with investing significantly in network expansion, human
resources and technology. Faysal Bank, Masha’Allah, now has the second largest Islamic Banking branch network in Pakistan
and our vision is to be the leading Islamic Bank.

In 2019, we completed the biggest ever branch expansion in our history by opening 100 new Islamic branches. Bank’s
footprint reached to 200 cities across Pakistan. We also converted 59 conventional branches to Islamic. By virtue of this
strategy of organic growth coupled with Islamic conversion, Faysal Bank ended 2019 with 414 Islamic branches out of a total
of 555 branches. It translates into almost 75% of the network being fully Islamic.

The Bank, through its committed and dedicated Islamic Banking product team and renowned Shariah scholars has
developed a comprehensive range of Shariah compliant products and solutions for our customers. The Bank also led many
Islamic Project and Structured Finance transactions, establishing itself as a lead player, specializing in Islamic Investment
Banking. The Bank’s aim is to provide customized Islamic Banking solutions in order to meet the changing financial needs of
our customers, through developing a strong Islamic values-based culture that enables us to serve our customers and make a
significant contribution to the society.

At Faysal Bank, we believe that our employees are our greatest strength. We dedicated 2019 to the most important partners
in growth — Our people. The Bank launched an employee program under the umbrella ‘WE CARE’, under which we enhanced
focus on employee’s career growth plans, facilities, incentives, job enrichment, training, competitive financial benefits and
retention through a structured talent development program. Faysal Bank won the award for “The Most Improved Score’, at
the 11th Best Place to Work Awards.

In 2019, Faysal bank successfully launched new lIslamic brand, followed by an effective advertising campaign, which has
further entrenched our brand and positioning as a progressive and forward-looking Islamic Bank.

On the Corporate Social Responsibility, Faysal Bank remains committed to support education, professional development of
our youth along with our focus on health and poverty alleviation.

Insha’Allah Faysal Bank, during 2020 and beyond, will maintain its strategy of responsible and paced up conversion into
Islamic, while preserving stakeholder value including our customers and shareholders. We will continue efforts to achieve our
vision i.e. “Be the leading Islamic Bank in Pakistan”. We aim to achieve this by offering personalized customer care, through
seamless and technology driven Islamic financial products and services, while fully adhering to regulatory guidelines.

On behalf of the Board of Directors, | would like to express my sincere gratitude to our customers and shareholders for their
continued trust and support, which has enabled us to achieve continued success. | would also like to thank the State Bank of
Pakistan and the Security Exchange Commission for their continued guidance and support.

Lastly, I would like to acknowledge the directional support provided by the Board of Directors, Management of the Bank and
all hard-working employees of the bank for their commitment and contributions towards achieving the desired goals of the
Bank.

A
gt

Farooq Rahmatullah Khan
Chairman of the Board

Dated: February 13, 2020
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Corporate DNA

Our Vision
Be the leading Islamic bank in Pakistan

Our Values
Our daily code of conduct is exemplified by eight
Core values:

Four threshold values-values at the heart of our brand
Four differentiator values-values that set our brand apart

Threshold Values
Values at the heart of our brand

Integrity

We are recognised by our reliability, credibility and character
We believe in ethical, honourable, time-proven
principles of uprightness

We stand for and abide by honesty, truth and transparency

Our Integrity: Our Identity

Respect

We hold our customers, investors and regulators in
high esteem

We uphold our customers’ rights to demand

efficient service

We appreciate and respect our profession and, above
all, our Bank

Our Respect: Our Duty

Teamwork

We function as a team. Within functions, we cooperate
Between functions, we collaborate

Together, we aim for excellence and leadership in our
chosen markets

Our Team: Our Asset

Professionalism

We are proficient and efficient in all that we do
We provide banking services knowledgeably
and skilfully

We uphold regulatory obligations

Our Professionalism: Our Competence
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Our Mission

Achieve leadership in providing Shariah compliant
financial services, with customer care and employee
focus at the heart of our business ethos together with
innovation and technology being the pillars of our growth.

Differentiator Values
Values that set our brand apart

Passion

We bring zeal and enthusiasm for banking to work
We are excited to provide customers with the best or
the best-suited

We go the extra mile in legitimate, acceptable ways

Our Passion: Our Worth

Responsiveness

We are receptive to the need for change and improvement
We are proactive and anticipate our customers’ needs
and wants

We act quickly to modify, adjust or prepare for new realities

Our Responsiveness: Our Distinguisher

Innovation

We pioneer novel and more efficient ways to

deliver solutions

We are dedicated to a culture of improvement

and modernization

We stand for originality, in thought, in action and in belief

Our Innovation: Our Strength

Compassion

Our concern for our colleagues, our customers, our
communities, and our country sets us apart

To each other, we are a family

For each other, we are a meaningful source of
shared humanity

Our Compassion: Our Gift






Board of Directors
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From Left to Right Back:
Mr. Juma Hasan Ali Abul (Director), Mr. Fuad Azim Hashimi (Director), Mr. Imtiaz Ahmad Pervez (Director),
Mr. Ali Munir (Director), Mian Muhammad Younis (Director), Mr. Abdulla Abdulaziz Ali Taleb (Director)

From Left to Right Front:
Mr. Ahmed Abdulrahim Mohamed Abdulla Bucheery (Vice Chairman), Mr. Faroog Rahmatullah Khan (Chairman),
Mr. Yousaf Hussain (President & CEQ), Mr. Abdulelah Ebrahim Mohamed AlQasimi (Director)
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Directors Profile

Mr. Farooq Rahmatullah Khan
Chairman

Mr. Faroog Rahmatullah is a Law graduate. He joined
Burma Shell Oil & Distribution Company in 1968 and
worked in different roles in Chemicals, Human Resources,
Marketing, Supply, Distribution, Retail, etc. He was
transferred to Shell International London in 1994 as a
Manager in the Business Strategy Division and was
involved in various portfolios covering over 140 countries.
On his return in 1998, he was appointed as Head of
Operations of Shell Pakistan and was looking after
Middle East and South Asia (MESA). In 2001, he was
appointed as Chairman of Shell Companies in Pakistan
and Managing Director of Shell Pakistan Limited.

He is currently leading an Expert Energy group which
has developed a 25-year Integrated Energy Plan (first
time ever in the history of energy planning) for the
country. This plan has been in principle accepted by
the Government, Pakistan Business Council, international
agencies and some other stakeholders. The Expert
Energy group continues to work in updating and revising
the energy plan on an annual basis and engaging
political leadership and other stakeholders.

Key Positions Held:
Chairman of Shell Companies in Pakistan and
Managing Director of Shell Pakistan Limited

Founding Member of PAPCO (Pak Arab Pipeline
Company Limited)

Director General of Civil Aviation Authority of Pakistan
Chairman of Oil and Gas Development Company Limited
Chairman of LEADS Pakistan

Founding Member of Pakistan Human Development Fund

Member of the Economic Advisory Council, Ministry of
Finance, Government of Pakistan
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Member of National Commission of Government
Reforms

Director on the Boards of PCB, PIA and Pakistan
Stone Development Company

He is serving on the Boards of Directors of:
Faysal Bank Limited

Society for Sustainable Development

Resource Development Committee of Aga Khan
University Hospital

Hascol Oil Company

He is also a Trustee of Legends Trust (Formed by the
Government of Sindh)




Mr. Ahmed Abdulrahim Mohamed
Abdulla Bucheery
Vice Chairman

Mr. Ahmed Abdulrahim holds an MBA from the
University of Glamorgan, Wales (UK), and is a Fellow
Member of the Institute of Financial Accountants,
London (UK) and the Institute of Public Accountants,
Australia. He also holds an Executive Management
Diploma from the University of Bahrain and an Advance
Banking Diploma from the Bahrain Institute of Banking
and Finance. He is also a certified Director from the
Pakistan Institute of Corporate Governance.

Ahmed Abdulrahim is the Chief Executive Officer of
[thmaar Group, including Ithmaar Bank. He started his
career in the Accounting Department with Aluminum
Bahrain followed by Chase Manhattan Bank (currently
J.P. Morgan) as Head of Financial Control. He then joined
the National Bank of Bahrain where he served for 28
years in various executive levels and in different
capacities, including Manager of Foreign Exchange
and Funding, Chief Internal Auditor and Assistant
General Manager of Corporate Services Group.

Ahmed Abdulrahim held the dual roles of Deputy Chief
Executive Officer at Shamil Bank and Chief Operating
Officer at Ithmaar Bank for approximately four years. In
2013 he was appointed as CEQO, Ithmaar Bank. Currently
serves as Vice Chairman of Faysal Bank Limited (Pakistan),
Vice Chairman of Solidarity Group (Bahrain), member of
the Board of Directors of lthmaar Development Company
(Bahrain), Vice Chairman of The Benefit Company
(Bahrain), Vice Chairman of Bahrain Association of
Banks and Vice Chairman of The Wagf Fund of the
Islamic Banks (Bahrain).




Mr. Yousaf Hussain

President & CEO

Mr. Yousaf Hussain, President & CEO Faysal Bank, Yousaf is an Electrical engineer with an MBA from

has around 25 years of diverse local and international Lahore University of Management Sciences. He is a

professional experience. His previous assignments member of the Executive Committee of Pakistan Banking

have primarily been with ABN AMRO Bank, where he Association, a Council Member of the Institute of

held multiple senior managerial positions, mainly within Bankers-Pakistan, Director at Pakistan Business

Wholesale / Corporate Banking. Council and Pakistan Institute of Corporate Governance.
He is also a member of the Management Committee

He led a number of landmark international Investment of IBA- CEIF (Centre for Excellence in Islamic Finance).

Banking & Structured Finance transactions across
multiple industries. Yousaf has also been at the forefront
of two bank acquisition and integration transactions.
His experience also includes senior management
position with Samba Bank and earlier roles with
MashregBank, UAE and Mobilink.

He has been with Faysal Bank since August 2008.

He has contributed significantly to the growth of the
franchise while holding senior management positions
within Corporate, Special Assets and Risk Management
Group. He was elevated, in early 2017, to become the
President & CEO of Faysal Bank Ltd.

Under his leadership, the Bank has embarked upon a
well structured plan to convert into a full fledged Islamic
Bank from a conventional bank. Simultaneously, the
Bank has also adopted a growth strategy through
major network expansion, new product offerings and
enhanced distribution efficiency coupled with customer
centric approach and increased focus on technology.
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Mr. Ali Munir

Director

Mr. Ali Munir has a BA degree from Government
College Lahore and an LLB Degree From The
University of Punjab, Lahore. He has over thirty years’
experience as a Chartered Accountant. He is a member
of the Institute of Chartered Accountants in England
and Wales and the Institute of Chartered Accountants
of Pakistan. He was also a member of Investment
Management Regulatory Organisation and the Securities
Association (now known as the SFA) in England. He
joined MCB Bank Ltd. in 1999 and has previously held
senior positions at Citibank, Saudi American Bank and
Habib Bank. In 2005, he was awarded the M.A Mozaffar
Memorial Gold Medal from the SBP and Institute of
Bankers in relation to his services to banking reforms
in Pakistan and Agriculture Finance. He was previously
the Chairman of the SBP Committee for Agricultural
Finance and also the Chairman of the SBP Committee
for Islamic Banking.




Mr. Abdulelah Ebrahim Mohamed AlQasimi
Director

Mr. Abdulelah AlQasimi has more than 38 years of
diversified management experience. His previous
positions include Chief Executive of the Labor Fund
(Tamkeen), from which he resigned in May 2010, Deputy
Chief Executive Officer of Labor Fund Project at the
Bahrain Economic Development Board, Assistant
Undersecretary for Training at the Bahrain Ministry of
Labor and Social Affairs, Director of Engineering and
Maintenance at the Bahrain Ministry of Health. He has
also served as the Chairman of the Bahrain Qualifications
Framework Steering Committee and the Steering
Committee of Career Expo and was a Board member
of the Bahrain Society of Engineers and the Bahrain
Consumer Protection Society.

He is currently a Chairman of lthmaar Dilmunia General
Partner Co. and Member of the Board of lthmaar Holding,
[thmaar Bank, IB Capital, Solidarity Group Holding,
Chairman of Saudi Solidarity Takaful Co., Naseej BSC,
Faysal Bank Limited (Pakistan) and a member of the
Board of Trustees of Arabian Pearl Gulf School.

Abdulelah AlQasimi holds a BSc in Civil Engineering
from Queen Mary College University of London, UK,
and MSc in Health Facility Planning from the University
of North London, UK, and a Diploma in Health Care
Management from the Royal College of Surgeons in
Ireland, Bahrain. He is also a certified Director from the
Pakistan Institute of Corporate Governance.
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Mr. Fuad Azim Hashimi
Director

Fuad Azim Hashimi is a fellow of the Institute of
Chartered Accountants in England and Wales and
currently heads The Pakistan Business Council’s Centre
of Excellence in Responsible Business (CERB). The
mission of CERB is to bring about a change in mind-sets
of business and industry leaders towards long-term
sustainable value creation.

Through leadership of the Pakistan Institute of Corporate
Governance from 2007 until 2016, he played a key role
to further corporate governance practices in Pakistan.
He is a member of the Private Sector Advisory Group
of International Finance Corporation, World Bank
Group and of the United Nations ESACP Sustainable
Business Network.

His career over the earlier 43 years has provided him
with a strong foundation in public accounting (he was
a partner for 10 years in A. F. Ferguson & Co, a member
firm of PricewaterhouseCoopers) as well as management
of diversified business and commercial ventures, in
Pakistan and abroad, ranging from banking, office
automation and information technology to mutual funds.

Hashimi’s other appointments include board directorships of

International Steels Limited (Pakistan’s largest flat steel
manufacturer with production capacity of 1 million tons)
and being a member of the Public Sector Committee
of the Institute of Chartered Accountants of Pakistan.
of Faysal Bank Limited (one of the progressive scheduled
banks engaged in Commercial, Retail, Corporate and
Islamic banking activities in Pakistan that is majority
owned by a Bahrain-based retail bank).

He has previously held directorships on the boards of
Clariant Pakistan Limited (the Pakistan subsidiary of a
global chemical company), Indus Valley School of Art
and Architecture, National Refinery Limited (the largest
refinery in Pakistan producing Lube Base Qils), Pakistan
Cables Limited (the premier cable manufacturer and
market leader in Pakistan, and of Pakistan Security
Printing Corporation of Pakistan (the state-owned
enterprise that produces currency notes and security
paper) and Burj Bank Limited, since merged with Al
Baraka Bank (an Islamic Bank in which Islamic
Development Bank held equity interest through its
investment company, ICD) where he was additionally
the Chairman of their Audit Committees.




Mr. Imtiaz Ahmad Pervez
Director

Mr. Imtiaz Ahmad Pervez has work experience of more
than 35 years in the banking experience. Besides, he
was on the board of Ilthmaar Bank BSC, Bahrain from
2012 to 2016. He has previously served on the board
of Al Barka Bank Pakistan Limited, Faysal Islamic Bank
of Bahrain BSC EC, Faysal Investment Bank of Bahrain
EC, Faysal Bank Limited Pakistan, Faysal Investment
Bank Limited Pakistan, Trust Leasing Corp. Limited
and Namco Management Company Limited. From
1959 to 1994, he held many senior positions in the
banking industry including that of Chief Operating
Officer of Faysal Islamic Bank of Bahrain BSC EC. He
was also the CEO of Al Faysal Investment Bank Limited
Pakistan in the year 1990. He holds a B.A. degree
from University of the Punjab, Pakistan and is a Fellow
of the Institute of Islamic Banking & Insurance,
London, U.K.
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Mr. Juma Hasan Ali Abul
Director

Mr. Juma Hasan Ali Abul is a fellow member of the
Association of Chartered Certified Accountants,
England, certified Director from the Pakistan Institute
of Corporate Governance and holds a Bachelors
Degree in Accounting, from Cairo (1980).

Key Positions Held:
Fellow member of the Chartered Association of
Certified Accountants, England

Certified Director from the Pakistan Institute of
Corporate Governance

Bachelor Degree in Accounting, Cairo (1980).

Executive General Manager, Ithmaar Bank BSC,
Bahrain (2010-2013).

General Manager MFAI (Jersey) (2000 — 2010), then (2013
— Present), wholly owned subsidiary of the DMI Group.

Executive Senior Manager, Shamil Bank of Bahrain BSC
(formerly, Faysal Islamic Bank of Bahrain) 1988-2000

Board Memberships : Faysal Bank, Pakistan; CITIC
International Asset Management, Hong Kong; United
Bank of Albania (until 2011); Gulf Investors Asset
Management Co., Saudi Arabia; Chairman Gulf Co. for
Financial Investments; Chairman, Egypt; Egyptian
Investments Co; in addition to entities ranging from
trading, industrial, real estate development in Bahrain,
Cayman, Egypt and U.S.A.

Worked with Touché Ross, London (now Deloitte),
and Peat Marwick Mitchell Bahrain (now KPMG)
—Chartered Accountants

Lead restructuring of Group institutions as well as
major Mergers & Acquisitions




Mian Muhammad Younis
Director

Mian Mohammad Younis possesses 38 years of
experience in Public Finance, Banking and Financial
Sector reforms with extensive knowledge of Corporate
Sector Governance, Rules, Regulations and Audit
Procedures. During his career, he was Head, Inter -
Governmental Finance Wing (IGF), Regulation Wing (RW),
and Human Resource Wing (HRW) of Finance Division
as Additional Finance Secretary (AFS). He was Secretary
to National Finance Commission (NFC) from 2003 to 2010
and was the first Chief Operating Officer (COO) of Khushal
Pakistan Fund Limited (KPF) under Finance Division.

Mian Younis established new ventures in the financial &
Public Sector Entities (PSEs), through mergers along
with a team of experts. He contributed towards policy
formulation as a member of boards of various Corporate
Sector entities and banks. He carried out the financial
restructuring of several Non-Banking Financial Institutions
(NBFl) as a member of Financial Sector Reforms Committee.
Affected recovery of loans extended to Provincial
Governments and other Public Sector entities by the
Federal Government and also assisted State Bank of
Pakistan (SBP) in managing the overdraft position of
provinces, AJK, and various Public Sector Corporations
from 2003 to 2011. He supervised not only the
Expenditure Budget of the Federal Government but
also implemented Public Sector Development
Programs of Finance Division from 2001 to 2011.

He was on the Board of Directors of Meezan Bank
Limited and also its Chairman Board Audit Committee
& member Risk Management Committee, for about
three years. He completed the process of liquidation of
Federal Bank for Cooperative (FBC) and Agriculture
Marketing and Storage Limited (AMSL) as liquidator.

Mian Younis served in the Public Sector for a long
time, while holding positions in different Government,
Semi Government and Autonomous Bodies i.e. FBR,
Economic Affair Division (EAD), M/O F&A, BOI, Pakistan
Software Export Board (PSEB) and Finance Division.
He gained vast experience in HR management through
formulation of HR Policies, Rules, Regulations Procedures
and their implementation, while Heading Regulation
Wing of Finance Division, mandated for fixation of
remuneration, perks and privileges of Parliamentarians,
Judiciary, Public Sector Entities and their HR Policies,
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Rules and Regulations. He established various Funds
including “Relief Funds” and was instrumental in framing
their accounting procedures, Financial / Investment
Rules in consultation with Controller General Accounts
(CGA) and Auditor General of Pakistan’s Office.

At present, he is on the Board of Directors of Faysal
Bank Limited since April 2014, Chairman Board Audit
and Corporate Governance Committee and member
Remuneration and HR Committee. He holds a Master’s
Degree in Economics and is also qualified in Project
Appraisal & Risk Management (Duke, USA), Assessing
Financial System Stability (IMF Institute, Singapore),
Promotion of Direct Foreign Investment (Osaka, Japan),
Promotion of Agro Based Industry (Manila Philippines),
and Islamic Banking (Kuala Lumpur, Malaysia).

He is a certified expert in Corporate Governance &
Leadership Skills from Pakistan Institute of Corporate
Governance (PICG) and has attended a number of
workshops and seminars on Anti-Money Laundering &
Corporate Governance.




Mr. Abdulla Abdulaziz Ali Taleb
Director

Mr. Abdulla Abdulaziz Ali Taleb has more than 18 years
of experience in banking and currently he is heading
Commercial and Financial Institutions and Treasury
Department of Ithmaar Bank, Bahrain. Besides that, he
has a strong work experience in a number of banking
functions; including Islamic financial services, corporate
banking, capital markets and credits. Prior to joining
lthmaar Bank, he held senior positions in various
banks and financial institutions including BMI Bank,
First Investment Bank, Shamil Bank and Khalegj
Finance & Investments.

Abdulla Taleb has a Bachelors Degree in Banking &
Finance from Kingdom University and Associate Diploma
in Economics Banking and Finance from University of
Bahrain. He also holds an Advanced Diploma in Islamic
Banking from Bahrain Institute of Banking and Finance. In
addition Abdulla is a certified Director from the Pakistan
Institute of Corporate Governance.
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Corporate Information

Board of Directors

Mr. Faroog Rahmatullah Khan

Mr. Ahmed Abdulrahim Mohamed Abdulla Bucheery
Mr. Yousaf Hussain

Mian Muhammad Younis

Mr. Imtiaz Ahmad Pervez

Mr. Ali Munir

Mr. Juma Hasan Ali Abul

Mr. Abdulelah Ebrahim Mohamed AlQasimi
Mr. Abdulla Abdulaziz Ali Taleb

Mr. Fuad Azim Hashimi

Board Audit & Corporate Governance Committee

Mian Muhammad Younis
Mr. Juma Hasan Ali Abul
Mr. Ali Munir

Board Risk Management Committee
Mr. Imtiaz Ahmad Pervez

Mr. Abdulelah Ebrahim Mohamed AlQasimi
Mr. Abdulla Abdulaziz Ali Taleb

Mr. Yousaf Hussain

Chairman/Non-Executive Director
Vice Chairman/Non-Executive Director
President & CEO

Independent Director

Non-Executive Director

Independent Director

Non-Executive Director
Non-Executive Director
Non-Executive Director

Independent Director

Chairman
Member
Member

Chairman
Member
Member
Member

Board Recruitment Nomination and Remuneration Committee

Mr. Ahmed Abdulrahim Mohamed Abdulla Bucheery
Mr. Juma Hasan Ali Abul

Mian Muhammad Younis

Mr. Fuad Azim Hashimi

Mr. Ali Munir

Board Strategy Committee

Mr. Faroogq Rahmatullah Khan

Mr. Ahmed Abdulrahim Mohamed Abdulla Bucheery
Mr. Juma Hasan Ali Abul

Mr. Fuad Azim Hashimi

Mr. Yousaf Hussain

Board IT Committee

Mr. Ali Munir

Mr. Abdulelah Ebrahim Mohamed AlQasimi
Mr. Abdulla Abdulaziz Ali Taleb

Mr. Yousaf Hussain
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Chairman
Member
Member
Member
Member

Chairman
Member
Member
Member
Member

Chairman
Member
Member
Member



Shariah Board

Mufti Muhammad Mohib-ul-Haqg Siddiqui
Dr. Mufti Khalil Ahmad Aazami

Mufti Muhammad Abdullah

Syed Majid Al

Mr. Aurangzeb Amin

M/s. A.F. Ferguson & Co, Chartered Accountants
M/s. Mohsin Tayebaly & Co, Advocate

Registered Office
Faysal Bank Limited
Faysal House, St-02, Commercial Lane,
Main Shahrah-e-Faisal, Karachi-Pakistan

UAN L (92-21) 111-747-747
Tel o (92-21) 3279-5200
Fax o (92-21) 3279-5226
Website :  www.faysalbank.com

Share Registrar

CDC Share Registrar Services Limited
CDC House, 99-B, Block-B, SMCHS,
Main Shahra-e-Faisal, Karachi-74400

Tel o (92-21) 111-111-500
Fax . (92-21) 34326053
Email : info@cdcsrsl.com

Chairman Shariah Board
Shariah Board Member
Resident Shariah Board Member

Chief Financial Officer

Company Secretary & Head of Legal
Auditors

Legal Advisors
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Meetings Attendance

Attendance of Board of Directors Meetings during the year 2019

Attended by / Meeting Date 21-02-19 28-03-19 25-04-19 22-08-19 24-10-19 26-12-19

Faroog Rahmatullah Khan

Ahmed Abdulrahim Mohamed
Abdulla Bucheery

Yousaf Hussain
Mian Muhammad Younis
Juma Hasan Ali Abul

Imtiaz Ahmad Pervez

Abdulelah Ebrahim
Mohamed Al Qasimi

Abdulla Abdulaziz Ali Taleb

Fuad Azim Hashimi

COULSNNNN S
N N N N N R NN
SR NI NN N NI NN
NN N N N R NN
SRR N N N NI NN
N N N N N NN

Ali Munir

Attendance of Board Audit & Corporate Governance Committee Meetings during the year 2019

Attended by / Meeting Date - 24-04-19 27-12-19
Mian Muhammad Younis v’ v v v v
Juma Hasan Ali Abul v v v v v
Ali Munir v v v v v

Attendance of Board Risk Management Committee Meetings during the year 2019

Attended by / Meeting Date | 19-02-19 24-04-19 21-08-19 23-10-19
Imtiaz Ahmad Pervez v’ v v’ v
Abdulelah Ebrahim Mohamed

AlQasimi ‘/ \/ \/ \/
Abdulla Abdulaziz Ali Taleb v v v v
Yousaf Hussain \/ \/ \/ \/
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Attendance of Recruitment, Nomination and Remuneration Committee Meetings during the year 2019

Attended by / Meeting Date 20-02-19 24-04-19 20-08-19 23-10-19 27-12-19

Ahmed Abdulrahim Mohamed
Abdulla Bucheery ‘/ ‘/

Juma Hasan Ali Abul \/ \/ \/
Mian Muhammad Younis v v v
v v v

Fuad Azim Hashimi

Ali Munir v v v

ASANENEN
ASANENEN

Attendance of Board Strategy Committee Meetings during the year 2019

Attended by / Meeting Date 23-04-19 08-07-19 20-08-19 22-10-19
Faroog Rahmatullah Khan \/ \/ \/ \/ \/
i N N VN RV Y
Juma Hasan Ali Abul v v v v v
Fuad Azim Hashimi v v v v v
Yousaf Hussain \/ \/ \/ \/ \/

Attendance of Board IT Committee Meetings during the year 2019

Attended by / Meeting Date 19-02-19 23-04-19 21-08-19 22-10-19

Ali Munir

Abdulelah Ebrahim Mohamed
AlQasimi

Abdulla Abdulaziz Ali Taleb

RN
RN
RN
RN
RN

Yousaf Hussain
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Senior Management

From Left to Right Back:
Syed Hasan Jafri (Head, Information Technology), Mr. Muhammad Arif (Chief Digital Officer),
Mr. Abadullah (Chief Compliance Officer), Mr. Muhammad Aurangzeb Amin (Company Secretary & Head, Legal),

Mian Salman Ali (Chief Risk Officer)

From Left to Right Front:
Mr. Raheel ljaz (Chief Operating Officer), Mr. Bashir Ahmed Sheikh (Head, Special Assets Management),

Syed Majid Ali (Chief Financial Officer), Mr. Nasir Islam (Head, Internal Audit)
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From Left to Right Back:
Mr. Ali Wagar (Head, Corporate & Investment Banking), Mr. Aneeq Malik (Head, Operations),
Mr. Muhammad Faisal Shaikh (Head, Islamic Banking), Syed Muhammad Fraz Zaidi (Head, Strategy)

From Left to Right Front:
Mr. Tahir Yagoob Bhatti (Head, Retail Banking), Mr. Salman Ahmed Usmani (Head, Treasury & ECM),
Mr. Yousaf Hussain (President & CEO), Mr. Monis Mirza (Head, Human Resources)
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Senior Management Profile

Mr. Yousaf Hussain
President & CEO

Mr. Yousaf Hussain has over 26 years of professional
experience, primarily at ABN AMRO Bank where he
held multiple senior managerial positions including those
within the Corporate / Credit and Transaction Banking
functions. He has been with Faysal Bank since August
2008, with a significant contribution to the franchise in
his previous positions as Chief Risk Officer, Regional
Corporate Banking Head-North and Head of Special
Assets Management Group. His experience also includes
a senior role with Samba Bank and earlier assignments
with Mashreq Bank and Mobilink / Motorola. Mr. Yousaf
has a Bachelor’s of Science degree in Electrical
Engineering and has done his MBA from Lahore
University of Management Sciences.
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Mr. Raheel ljaz
Chief Operating Officer

Mr. Raheel liaz has over four decades of work experience.
Before assuming this position, he accumulated a rich
banking experience in institutions like MCB Bank Limited
as Group Head Compliance and Controls, Country
Head Sri Lanka, Head Corporate North & Public Sector;
United Bank Limited as Regional Chief Executive North
and also held key positions in Faysal Bank, Prime
Commercial Bank, and Emirates Bank International.
His last role with Faysal Bank Limited was as Head
Compliance. Mr. Raheel holds an MBA degree from
Quaid-e-Azam International University.




Mr. Salman Ahmed Usmani
Head, Treasury & ECM

Mr. Salman Usmani has a rich experience of over three
decades in the local as well as multinational banking
sector. His broad expertise covers Treasury and Risk
Management, Asset and Liability Management, Strategic
Planning, Corporate Restructuring, Strategic Negotiations,
Acquisitions and Strategic Alliances and International
Operations. His vast skill set has been instrumental in
the design and implementation of the in-house developed
Treasury System which is capable of meeting front, middle
and back office business requirements and generates
a host of MIS while retaining the flexibility to adapt to
an evolving product suite. Prior to joining Faysal Bank
Limited, he was associated with MCB Bank Limited as
Global Treasurer and Head Investment Banking Group.
His past experience has been with organizations such
as ANZ Grindlays, American Express, Bank of America,
Mashreq Bank, United Bank Limited & MCB Bank
Limited. He holds an MBA Degree from Grand Valley
State University, USA.

Syed Majid Ali Chief
Financial Officer

Syed Majid Ali is a fellow member of the Institute of
Chartered Accountants of Pakistan and has over 30
years of experience in the field of accounts and finance
disciplines of banking with exposure in T and HR activities.
He has been associated as CFO at Saudi Pak Commercial
Bank Limited (now Silk Bank Limited) and Emirates
Bank International PJSC (Pakistan operations). He has
also served as Partner in KPMG Taseer Hadi & Co,
Chartered Accountants. Mr. Majid has rich experience
in Banking Finance amid mergers and acquisitions. He
has also supervised Strategy, Technology and
Administration Functions at Faysal Bank Limited.
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Mr. Nasir Islam
Head, Internal Audit

Mr. Nasir Islam is a qualified Chartered Accountant
with over three decades of multifaceted experience.
His first assignment was as Manager Finance in ANZ
Grindlays, Karachi, after which he was posted at the
ANZ HO (Melbourne, Australia), as Manager Commercial
Banking System (CBS) Project. He returned to Pakistan
in 1997 as Manager Audit, joined ABN AMRO Pakistan
as Audit Manager in 2000, and was appointed as
Country Head of Compliance in 2004. He has been
associated with Faysal Bank Limited since 2008.

Mr. Tahir Yagoob Bhatti
Head, Retail Banking

Mr. Tahir Yagoob Bhatti has over 32 years of diverse
experience in Retail, Commercial, Corporate, Operations,
Special Assets Management and Digital Banking. He
has previously been associated mainly with Allied Bank,
Askari Bank and National Bank of Pakistan. Prior to
joining Faysal Bank Limited, his last assignment was
Business Head — Wholesale and Private Banking at JS
Bank. Mr. Tahir holds an MBA (Finance) from IBA, Lahore
and a Masters in Commerce from Hailey College. He
also qualified DCMA and holds a Banking Diploma
from the Institute of Bankers in Pakistan.




Mr. Abadullah
Chief Compliance Officer

Mr. Abadullah brings with him over 30 years of diversified
experience of Branch banking, Trade, Operations and
Compliance. Prior to joining Faysal Bank Limited in
2005, he has been associated with Standard Chartered,
ANZ Grindlays and United Bank Limited. His last
assignment with SCB was as Head Corporate Service
Delivery. Prior to his current appointment as Chief
Compliance Officer, he has also held the position of
Head Operations at Faysal Bank. Mr. Abadullah has
been instrumental in implementing various projects
and had led teams which migrated core banking systems
in Faysal bank. He is a certified GRC professional from
GRCP International and diploma holder from Institute
of Bankers in Pakistan. Mr. Abad is a certified director
from ICMA Pakistan and also holds MBA (Finance)
degree from IBA Punjab.

Mr. Ali Wagar
Head, Corporate & Investment Banking

Mr. Ali Waqgar has over 17 years of professional
experience, primarily in the field of Corporate &
Investment Banking, and Commercial Banking.
Throughout his professional career, he has been
instrumental in driving the organization’s profitability
through a diverse mix of transactions including Structured
Finance, Project Finance, Mergers & Acquisitions and
Derivatives. He has served at key positions in leading
multinationals as well as local organizations including
ABN AMRO Bank N.V., Barclays Bank Plc. and Faysal
Bank Limited. Prior to his current assignment, Mr. Al
spearheaded Faysal Bank’s Regional Corporate Banking
franchise for 9 years as the ‘Corporate Head-Central’
where he contributed significantly towards sustainable
portfolio and revenue growth. Mr. Ali holds an M.Sc.
degree in Economics and Finance from Lahore School
of Economics.




Mian Salman Al
Chief Risk Officer

Mian Salman Ali brings with him a banking experience
of over 16 years in large local and multinational banks.
During his career, he has held various leadership /
supervisory roles in business and control functions.
He has a diversified experience in the field of Corporate
Banking, Commercial / SME Banking & Credit / Risk
Management. Prior to joining Faysal Bank Limited, he
has been associated with ABN AMRO Pakistan and
Allied Bank Limited. Mian Salman holds a Master of
Business Administration degree from Lahore School of
Economics. He is also a certified Islamic Banking
Professional from NIBAF.
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Mr. Bashir Ahmed Sheikh
Head, Special Assets Management

Mr. Bashir Ahmed Sheikh has over 49 years of diversified
domestic as well as international banking experience
of Operations, Corporate Banking, Commercial/Retalil
Banking, Investment and Risk Management, with a
proven record of superior performance throughout his
career. He has strong skills in Syndications, Advisory
Services, Acquisitions, Mergers, Privatizations, Agriculture
Financing, Remedial Management, Compliance and
dealing with the Regulators amid other relevant agencies.
Before joining Faysal Bank Limited in 2018, he has been
associated with United Bank Limited, Union National
Bank, BCCI, Indus Bank, Askari Bank, Faysal Bank and
Bank Alfalah. His last assignment was Group Head
Special Assets Management at Bank Alfalah. Mr. Bashir
Ahmed Sheikh holds a graduation degree from
University of Punjab. He is also a Graduate of Executive
Development Program, Johnson Graduate School of
Management, USA.




Syed Muhammad Fraz Zaidi
Head, Strategy

Syed Muhammad Fraz Zaidi brings with him over 15
years of experience in the financial services sector,
where he has held leadership roles in Finance, Risk
Advisory and Strategy. Prior to joining Faysal Bank
Limited, he has been associated with organizations
such as H & H Exchange Co. (Pvt.), A. F. Ferguson &
Co. and United Bank Limited. His last assignment was
Head Operational Risk & Basel-Il Division at United
Bank Limited. Mr. Fraz is a Chartered Accountant from
the Institute of Chartered Accountants, Pakistan.

Mr. Monis Mirza
Head, Human Resources

Mr. Monis Mirza has over 23 years of leadership
experience in Human Capital Management, Mergers &
Acquisitions, Cultural Integration and Business Growth
in multiple geographies. During his career, he has held
key positions in Procter and Gamble (P&G), Standard
Chartered Bank in Pakistan and Tenova Canada. He
remained Director of Human Resources and a
Management Committee member for SCB Pakistan for
over a decade, and helped the bank manage organic
and inorganic business growth, drive productivity
through engagement and organizational design efficiencies.
His last assignment was with HRS Global as Chief
Executive Officer — Recruiting. Monis Mirza acquired
his B.E. Electrical Engineering degree from University
of Buffalo, USA and MBA degree in Human Resources
from Institute of Business Administration, Karachi. He
has also completed an advance diploma in Human
Resources from McMaster University, Canada.
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Mr. Aneeq Malik

Head, Operations

Mr. Aneeq Malik is a solutions-focused banker with
over 18 years of rich experience overseeing the
compliance function and branch operations. Prior to
joining Faysal Bank Limited, he has been associated
with banks like ABN AMRO and MCB. Mr. Aneeq is
recognized for being both reactive to developments in
the regulatory and governance environment and proactive
in areas related to compliance education and training.
Highly adept in identifying gaps and / or risk exposure
in operations as well as developing and implementing
strong systems of check and balances. He holds a
graduation degree from Punjab University, Lahore.

He is a certified expert in Corporate Governance &
Leadership Skills from Pakistan Institute of Corporate
Governance (PICG). He is also certified from NIBAF in
Islamic Banking. He is on the Board of Directors of
M/s. 1Link (Guarantee) Ltd., as a nominee director
from Faysal Bank Limited as well.

Syed Hasan Jafri
Head, Information Technology

Syed Hasan Jafri brings with him over 34 years of
diversified experience in both financial and non-financial
sectors. Mr. Hasan is an accomplished technology
professional having experience in Networking, Software
design, Product development, Information security,
Internet and Telecommunication technologies. Prior to
joining Faysal Bank, he has been associated with
organizations such as Shahnawaz Limited, Karachi
Stock Exchange, Arif Habib Corporation, Summit
Bank and Allied Bank Limited. His last assignment was
Group Head Information Technology at Allied Bank
Limited. Mr. Hasan holds a Masters of Information
Technology degree from PIMSAT, Karachi.




Mr. Muhammad Aurangzeb Amin
Company Secretary & Head, Legal

Mr. Aurangzeb Amin brings with him over 23 years of
experience in the Financial Sector and Legal Consultancies
both in Pakistan and in the USA. During his career, he
has worked with NIB Bank and Pak-Kuwait Investment
Co. as Company Secretary and Head Legal. He has
also worked with law firms locally and internationally,
namely Orr, Dignam & Co. and Surridge & Beecheno.
He has a Masters of Laws degree from Temple
University, USA.

Mr. Muhammad Arif
Chief Digital Officer

Mr. Mohammad Arif has over 38 years of diversified
experience in the field of Fintech, Digital Banking,
Islamic Banking and Technology & Operations. Prior to
joining Faysal Bank in 2019, he has worked with Bill &
Melinda Gates Foundation, Standard Chartered Bank
(Malaysia & Pakistan) and GBS — Malaysia. During his
tenure at previous organizations, he has been responsible
for strategic planning of technology initiatives, system
developments, core banking solutions, digital banking
migration of channels, E-pay initiatives and managed
investments in technology & operations.



Mr. Muhammad Faisal Shaikh

Head, Islamic Banking

Mr. Muhammad Faisal Shaikh is a graduate of Institute
of Business Administration, Karachi with over 18 years
of experience in the field of Shariah Structuring and
Shariah Compliant Product Development. Prior to joining
Faysal Bank Limited, he was associated with Banklslami
Pakistan Ltd. and Meezan Bank Ltd. He has been
instrumental in the development of various pioneering
Islamic Corporate & Consumer Banking Products and
Sukuk structures in Pakistan including Islamic Export
Refinance Scheme of State Bank of Pakistan and
Pakistan’s inaugural sovereign International Sukuk. He
led the team which converted conventional assets and
liabilities of KASB Bank Ltd. after its acquisition by
Banklslami Pakistan Ltd. Prior to this, his team structured
acquisition and conversion of Citibank’s conventional
housing finance portfolio by Banklslami Pakistan Ltd.
He was an active member of the team responsible for
conversion and merger of Pakistan operations of
Societe Generale into Meezan Bank Ltd. He has also
served as a member of different advisory committees
of State Bank of Pakistan on Islamic Banking.
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Shariah Board Profile

Mufti Muhammad Mohib ul Haq Siddiqui
Chairman Shariah Board

Mufti Mohib ul Haq is a prominent and a well-recognized
Shariah scholar of international repute. His credentials
include a specialized degree in Shahadat-ul-Aalamia
(Masters in Arabic and Islamic Studies) and Al-Takhassus
fi al-Iftaa (Specialization in Islamic Jurisprudence and Fatwa)
from the esteemed Jamia Darul Uloom, Karachi.

Mufti Mohib ul Hag has a diversified experience of
more than 16 years in Islamic Finance Industry. He has
been associated with Faysal Bank Limited-Islamic
Banking since 2011 as the Shariah Advisor prior to his
appointment as the Chairman of Shariah Board.
Currently he is also Shariah Board Member of Bank
Alfalah Islamic Banking and Bank Al Habib Islamic Banking.

Previously, he has served as the Shariah Advisor/
Shariah Board Member at various Financial Institutions
which include:

Bank Al Habib Limited

Takaful Pakistan Limited

Royal Bank of Scotland Berhad Malaysia
JS Islamic Mutual funds

He has significant experience in teaching at renowned
institutions and is also a Faculty Member/ Visiting
Faculty Member of various well-known Institutions
such as:

Jamia Darul Uloom Karachi

Centre for Islamic Economics (CIE)

National Institute of Banking and Finance (NIBAF) — SBP
Institute of Cost and Management Accountants of
Pakistan (ICMA)

Dr. Mufti Khalil Ahmad Aazami
Member Shariah Board

Dr. Mufti Khalil Ahmad Aazami is a renowned Shariah
Scholar in Islamic Banking industry. Dr. Aazami is
graduated from Jamia Darul Uloom, Karachi. He obtained
his Shahadat-ul-Aalamia (Masters in Arabic and Islamic
Studies) and Al-Takhassus fi al-Iftaa’ (Specialization in
Islamic Jurisprudence and Fatwa) from Jamia Darul
Uloom, Karachi. Dr. Aazami holds a Doctorate degree
in “Islamic Jurisprudence” from University of Karachi.
Dr. Aazami is working with Bank Alfalah Islamic Banking
since 2003 in the capacity of Shariah Advisor and now
serving Bank Alfalah as Chairperson Shariah Board
since 2015. He is also Shariah Board Member of
National Bank of Pakistan-Islamic Banking and

Faysal Bank Limited-Islamic banking.

Dr. Aazami has served as an advisor / Shariah Board
Member in different financial institutions including:

Takaful Pakistan Limited (2005-2014)
Alfalah GHP Islamic Fund (2007-2014)

Dr. Aazami has significant research experience related
to Islamic finance and other Shariah related subjects.
Furthermore, he is the member of AAOIFI Shariah
Standards Committee (Karachi). He is an author of
numerous publications. He is also experienced lecturer
and trainer in field of Islamic finance, Economics, Figh,
Islamic financial laws and general Islamic science at
various institutions which included:

Jamia Darul Uloom, Karachi

Centre for Islamic Economics (CIE)

National Institute of Banking and Finance (NIBAF)- SBP
Sheikh Zaid Islamic Research Centre - University

of Karachi

Institute of Business Administration Center of
Excellence in Islamic Finance (IBA-CEIF)
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Mufti Muhammad Abdullah
Resident Shariah Board Member

Mufti Muhammad Abdullah possess both contemporary
as well as religious academic qualifications. He holds
Shadat-ul-Aalamia (Masters in Islamic Studies & Arabic)
from Jamiatul-Uloomil-Islamiyyah, Binnori Town, Karachi
and Al-Takhassus fi al-Iftaa (Specialization in Islamic
Jurisprudence and Fatwa) from Jamia Darul-Uloom
Rasheedia, Karachi. He also holds Master’s degrees in
Arabic, Economics & Finance and General History from
University of Karachi, Islamic Studies, History from
Federal Urdu University and Muslim History from
University of Sind.

Mufti Abdullah has wide and diversified professional
and educational experience. He has over eight years
extensive experience in Islamic Banking including Shariah
Board & Shariah Compliance with prestigious institutions
such as Standard Chartered Bank Pakistan Limited
(Saadiqg Division), Albaraka Bank Pakistan Limited and
formerly Emirates Global Islamic Bank, Pakistan. In
addition, he has significant experience of teaching in
the field of Social, Management Sciences and Islamic
Finance in renowned educational Institutions including
National University of Computer and Emerging Sciences
(FAST), DHA Suffa University and IQRA University.
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Senior Management
and Internal Committees

Senior Management Committee

Yousaf Hussain
Chairman

Raheel ljaz
Member

Syed Majid Al
Member & Secretary

Salman Ahmed Usmani
Member

Tahir Yagoob Bhatti
Member

Abadullah
Member

Ali Wagar
Member

Mian Salman Ali
Member

Bashir Anmed Sheikh
Member

Syed Muhammad Fraz Zaidi
Member

Monis Mirza
Member

Aneeq Malik
Member

Syed Hasan Jafri
Member

Muhammad Faisal Shaikh
Member

Muhammad Arif
Member

Conversion to Islamic Committee

Yousaf Hussain
Chairman

Raheel ljaz
Member

Syed Majid Al
Member & Secretary

Mufti Muhammad Mohib ul Hag Siddiqui

Member

Mufti Muhammad Abdullah
Member

Muhammad Faisal Shaikh
Member

Salman Ahmed Usmani
Member

Tahir Yagoob Bhatti
Member

Ali Wagar
Member

Abadullah
Member

Mian Salman Al
Member

Syed Hasan Jafri
Member

Syed Muhammad Fraz Zaidi
Member

Aneeq Malik
Member

Monis Mirza
Member
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IT Steering Committee

Yousaf Hussain
Chairman

Raheel ljaz
Member

Syed Majid Al

Member

Mian Salman Al
Member

Aneeq Malik
Member

Abadullah
Member

Tahir Yagoob Bhatti
Member

Syed Hasan Jafri
Member

Muhammad Maad
Member

Imran Saeed Chaudhry
Member & Secretary

Syed Fraz Zaidi
Member

Muhammad Arif
Member

36 | Faysal Bank

Asset & Liability Committee

Yousaf Hussain
Chairman

Salman Ahmed Usmani
Member & Secretary

Tahir Yagoob Bhatti
Member

Ali Wagar
Member

Mian Salman Al
Member

Syed Majid Ali

Member

Syed Muhammad Fraz Zaidi
Member

Muhammad Faisal Shaikh
Member

Investment Committee

Yousaf Hussain
Chairman

Salman Ahmed Usmani
Member & Secretary

Ali Wagar
Member

Mian Salman Al
Member

Syed Majid Ali

Member

Syed Muhammad Fraz Zaidi
Member




Compliance & Fraud Risk Committee

Yousaf Hussain
Chairman

Raheel ljaz
Member

Abadullah
Member & Secretary

Syed Majid Ali

Member

Mian Salman Ali
Member

Aneeq Malik
Member

Tahir Yagoob Bhatti
Member

Nasir Islam
Observer

Country Credit Committee

Yousaf Hussain
Chairman

Mian Salman Ali
Member & Secretary

Ali Wagar
Member

Tahir Yagoob Bhatti
Member

Enterprise Risk Management Committee

Yousaf Hussain
Chairman

Raheel ljaz
Member

Salman Ahmed Usmani
Member

Syed Majid Al

Member

Mian Salman Al
Member

Ali Wagar
Member

Tahir Yagoob Bhatti
Member

Aneeq Malik
Member

Abadullah
Member

Muhammad Maad
Member

Nasir Islam
Observer
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Corporate Social Responsibility

In alignment with Faysal Bank’s new Islamic identity, it has embarked on a holistic strategy under the guidance of
the Board which aligns the bank’s vision to evolve its Corporate Social Responsibility strategically in resonance with
its Islamic values and mission. Thus, all CSR activities carried out by the bank are in furtherance of Islamic values. It
also endeavors to ensure that the benefit of these CSR activities reach to the societies/geographies where it
provides banking services.

Faysal Bank’s CSR mission is “to establish, operate and/or assist any non-profit institution for charitable purposes,
including relief to poor, education, environment, medical relief and advancement of any general utility”.

To achieve this mission, Faysal Bank undertakes the following activities:
Work towards furtherance of medical care, establishment and/or assistance to medical clinics, providing
healthcare to the handicapped, and creation of rehabilitation programs.

Assisting hospitals and institutions already engaged in such endeavors.
Assisting in education and skill development of deserving students both within and outside of Pakistan.
Providing relief to the poor by helping them educate their children and/or improving their earning levels.

Assisting in improving the environment by implementing ‘Go Green’ initiatives and supporting organizations
involved in such activities.

In 2019, PKR 97,902,755 was contributed through Wagqgf Faysal towards educational institutions, vocational
training institutions, healthcare and medical equipment, environment protection, and staff welfare.

Education

Faysal Bank believes that education is the main driver of growth for a country’s progress. It, therefore, consistently
assists in the education of under-privileged and deserving students within and outside Pakistan. With its new Islamic
positioning, it is focusing on developing alliances with universities supporting Islamic programs, scholarships fund
to deserving students, research and training of Scholars, etc. in order to promote Islamic banking. Such partnerships
ensure provision of skilled human resources in the field of Islamic banking and are a meaningful contribution to
equipping the less privileged students with knowledge and education, which would become an asset to the country.

Under its education program, Faysal Bank is providing various donations to reputable educational institutes and is
supporting deserving students to cover their educational expenses. This also includes professional education, vocational
training, and skills development. Faysal Bank contributed 36% of its CSR spend towards the following institutions:

Lahore University of Management Sciences (LUMS) Behbud Association of Pakistan

Institute of Business Administration (IBA) Development in Literacy (DIL)

Lahore Businessmen Association for Rehabilitation of the Professional Education Foundation

Disabled (LABARD) Path Education Society (Rahnuma Public School)
The Society for Rehabilitation of Special Children (SRSC) Hunar Ghar

The Hunar Foundation Centre for Excellence in Islamic Finance (CEIF)
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Health

Faysal Bank aims to provide quality healthcare facilities to the underprivileged and marginalized segments of the
society. Therefore, it is actively contributing towards the improvement of the health sector, ensuring that the masses
benefit from its contribution. In order to achieve its health sector goals, Faysal Bank has collaborated with various
NGO’s, government hospitals, and associations that are positively contributing in the development of new facilities
and free treatments of patients. This includes financial support directly to patients and also to the hospitals
(renovation, machines, running) and patient welfare organizations.

Faysal Bank contributed 31% of its CSR spend towards the following healthcare institutions:
Patient Aid Foundation

Shaukat Khanum Memorial Hospital & Research Centre

Indus Hospital

The Kidney Centre

Pink Ribbon

People's Primary Healthcare Initiative (PPHI Balochistan)

Child Aid Association (National Institute of Child Health)

Special Olympics Pakistan

Environment

With the emphasis on the “Go Green” policy regulated by the State Bank of Pakistan, Faysal Bank has developed
a Green-investment initiative called “Come Grow With Us”, that aims to create a healthier and greener environment
for the people of Pakistan. Its vision through these initiatives is to engage and create awareness among the present
and potential customers and employees of the bank. Under this vision, Faysal Bank is working on its latest project
in partnership with Karachi Relief Trust for a “Green Mosque” initiative. This project consists of installing “fixed
volume delivery” taps at mosques in order to save water used doing ablution, as well installing a recycling system
which will use waste water from ablution for tree irrigation. In addition to this, 400 trees will be planted near to
these mosques.

Faysal Bank contributed 10% of its CSR spend towards the following environmental cause:
Karachi Relief Trust

Financial Assistance to Employees

Faysal Bank also believes that providing assistance to the internal stakeholders will create stronger ties within the
organization. In order to sustain this relationship, Faysal Bank provides financial assistance to the under-privileged
employees, covering their family’s medical expenses/health care, educational expenses in special cases, expenses
incurred from unforeseen events/emergencies/accidents, natural calamities, wedding expenses, etc.

Faysal Bank contributed 11% of its CSR spend towards financial assistance to its staff.

Other Causes

Faysal Bank contributed 11% of its CSR spend towards the following causes:
Ration Packs for Staff

Karachi Airport Prayer Rooms Refurbishment

Pakistan Army Fundraiser
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Green Banking Initiative

Environmental Risk Management

In order to conduct risk categorization of our borrowing customers and gauge environmental impact of lending operations,
Faysal Bank has developed Environmental Risk Management framework which includes the implementation of Environmental
Risk Rating (ERR) model to assess the impact of borrowing relationships on the environment.

Environmental Consciousness

To inculcate environmental consciousness, a training module has been incorporated in the orientation pack of new employees
which explains concept of Green Banking, key pillars of Faysal Bank’s Green Banking policy, and also imparts awareness on
the environmental issues. Regular trainings are conducted for the employees joining Faysal Bank. In addition to that,
screensavers are deployed on periodic basis to reinforce the message of energy conservation and efficiency.

Building Design & Operations

Energy efficiency has been at the core of decision making while shortlisting vendors. All the new equipment being procured
for branches is energy star compliant. The Bank has replaced conventional lighting with LED technology in 200+ branches
while more than 1000 units of air conditioners using conventional technology were replaced with inverters to improve energy
consumption and efficiency. The Bank is also procuring “Leadership in Energy and Environmental Design (LEED)” compliant
equipment to replace chillers and elevators at different locations. Faysal Bank is also in the process of initiating LEED
Certification program in flagship branches, which will help the Bank to gradually adopt global best practices.

Resource Conservation

A detailed Green Banking Initiative has been developed with Karachi Relief Trust — project envisages plantation near Bank’s
Islamic branches & some nearby mosques. In case of mosques, this initiative will involve recycling of wudu water for
plantation. Regular monitoring of plants will also be the part of this initiative. The project consists of 13 mosques to be
completed in Phase .

Paperless Operations

Faysal Bank is working to promote paperless environment by introducing an array of Digital Banking Services which will
continue to help the Bank in reducing paper consumption and energy conservation. The Bank is actively promoting the
subscription of e-Statements and utilization of Faysal DigiBank - Internet Banking, Mobile Application and Virtual Card to
execute transactions.
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Six Year Financial Summary - Unconsolidated

2019 2018 2017 2016 2015 2014
Operational Results (Rupees in Million)
Mark-up / return / interest earned 58,398 35,200 28,766 26,179 32,306 32,312
Mark-up / return / interest expensed 37,278 18,925 14,831 14,134 18,358 18,480
Fee, commission, brokerage, FX income, derivatives and other income 7,408 6,363 4,673 4,575 3,534 3,700
Dividend and capital (loss) / gain (155) 221 967 2,380 2,030 674
Total income 28,367 22,859 19,574 18,999 19,512 18,206
Provisions / Write-offs 843 (422) (492) 536 1,780 2,270
Operating expenses 17,068 14,816 12,608 11,661 10,591 12,162
Operating profit before tax and provision 11,035 7,780 6,800 7,194 8,700 5,822
Profit before taxation 10,192 8,202 7,292 6,659 6,920 3,552
Profit after taxation 6,041 4,837 4,530 4,302 4,222 2,477
Cash dividend % - - - - 10.0 -
Bonus shares % - - 15.0 10.0 - 15.0
Statement of financial position (Rupees in Million)
Shareholders’ equity 44516 38,405 33,633 29,090 26,059 21,832
Revaluation reserves 10,748 5,094 5,613 5917 4,294 4,470
Deposits 457,789 409,384 371,624 339,633 291,945 283,105
Borrowings from financial institutions 72,747 98,352 54,789 52,806 90,565 60,927
Advances - net of provision 309,573 296,445 231,632 204,831 181,090 182,656
Investments - net of provision 204,069 214,186 179,728 170,209 195,516 155,211
Total assets 629,853 599,914 494,934 452,022 430,073 388,126
Cashflows (Rupees in Million)
Operating activities 6,568 43,545 (16,826) (4,856) 67,214 13,479
Investing activities 13,124 (38,151) 19,956 19,065 (61,543) (20,929
Financing activities (1,806) 3) (1,497) (2,689) 1) (500)
Cash and cash equivalents at end of the year 62,765 44,880 39,489 37,856 26,336 20,666
Other key information
Imports - local Rs. Min 31,825 44,879 32,979 23,364 23,611 27,996
Imports - foreign USD. Min 1,129 1,323 1,206 917 730 916
Exports - local Rs. Min 53,347 68,431 41,382 49,216 16,848 19,853
Exports - foreign USD. Min Bl 364 345 301 353 393
Number of employees 6,938 6,141 3,977 3,611 3,141 3,036
Number of branches 569 455 405 355 280 274
Profitability ratios
Profit before tax ratio % 17.45 23.30 25.35 25.44 21.42 10.99
Gross spread ratio % 36.17 46.24 48.44 46.01 4317 42.81
Return on average equity (ROE) % 14.57 13.43 14.44 15.60 17.63 11.68
Return on average assets (ROA) % 0.98 0.88 0.96 0.98 1.03 0.67
Cost to income ratio % 60.17 64.81 64.41 61.38 54.28 66.80
Gross yield on earning assets % 11.37 6.85 6.84 6.89 8.57 9.56
Net interest income to total revenue % 74.45 71.20 71.19 63.40 71.48 75.97
Income to expense ratio Times 1.66 1.54 1.55 1.63 1.84 1.50
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Six Year Financial Summary - Unconsolidated

2019 2018 2017 2016 2015 2014

Asset quality & Liquidity ratios

Current / Quick ratio Times 0.99 0.86 0.96 0.70 0.69 0.79
CASA to total deposits % 70.70 68.83 69.92 67.05 67.23 65.63
Gross advances to deposits ratio % 72.92 78.23 68.84 67.67 70.43 72.30
Net advances to deposits ratio % 67.62 72.41 62.30 60.31 62.03 64.52
Non-performing loans to gross advances ratio % 9.11 8.33 10.68 13.07 14.82 14.31
Coverage ration (specific provision to non-performing loans) % 77.20 86.69 86.84 81.67 79.10 78.56
Weighted average cost of deposits % 6.83 3.82 3.35 3.55 4.27 5.33
Earning assets to total assets ratio % 81.55 85.62 84.91 84.08 87.63 87.05
Liquidity coverage ratio Times 1.42 1.45 212 - - -

Net stable funding ratio % 135.60 130.67 166.48 - - -

Share information

Price earning ratio % 4.77 7.22 714 7.68 5.55 11.15
Earning per share (EPS) Rs. 3.98 3.19 2.98 2.83 2.78 1.63
Market value per share Rs. 19.00 23.00 21.30 21.78 15.43 18.20

High - during the year Rs. 26.26 30.00 29.90 24.50 20.07 19.25

Low - during the year Rs. 15.15 20.77 17.32 12.86 13.54 11.48
Book value per share (excl. surplus on revaluation of assets) Rs. 29.33 25.30 22.16 19.17 17.17 14.38
Book value per share (Inc. surplus on revaluation of assets) Rs. 36.41 28.66 25.86 23.07 20.00 17.33

Capital structure ratios

Capital adequacy ratio % 19.14 16.80 15.90 14.62 14.41 12.22
Tier 1 capital adequacy ratio % 15.58 14.81 14.00 12.77 12.54 10.25
Leverage ratio % 5.86 4.89 5.24 5.08 4.26 3.99
Total assets turnover ratio % 4.50 3.81 3.95 4.20 4.54 4.69
Total assets to fixed assets turnover ratio Times 26.05 51.66 43.25 43.03 45.56 41.94
Net assets per share Rs. 36.41 28.66 25.86 23.07 20.00 17.33

DuoPont analysis

Net operating margin % 13.61 21.64 22.64 23.14 21.16 21.30
Asset utilization % 4.90 4.77 4.31 413 418 4.61

Leverage ratio / Equity multiplier Times 17.52 17.08 15.99 15.10 15.20 14.83
Net assets maturity wise (based on expected withdrawal pattern) (Rupees in Million)
Upto one month 34,478 13,364 60,106 (33,399)  (85,534) (60,796)
Over one month to three months 49,393 72,161 34,959 23,162 53,767 27,569
Over three months to six months 9,434 13,875 6,643 48,146 5,606 29,650
Over six months to one year 10,450 17,776 2,899 22,701 88,378 37,653
Over one year to two years 9,811 16,038 7,432 16,221 16,103 15,016
Over two years to three years 7,916 4,512 5,328 8,667 (1,738) 11,530
Over three years to five years (8,494) (5,636)  (18,545) 11,597 14,891 (10,085)
Over five years to ten years (11,405)  (55,121)  (60,181)  (63,074)  (66,060) (30,792)
Over ten years (46,319)  (33,470) 605 987 4,939 6,538
Total net assets 55,264 43,499 39,246 35,008 30,352 26,303

Annual Report 2019 | 49



Total Assets and Shareholders’ Equity
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Gross Advances and Deposits
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Key Profitability Ratios
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Profit after Tax and EPS
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Horizontal Analysis

Statement of Financial Position

2019  2019vs 2018 2018vs 2017 2017vs 2016 2016vs 2015 2015vs 2014  2014vs
2018 2017 2016 2015 2014 2013
Rs. Min % Rs. Min % Rs. Min % Rs. Min % Rs. Min % Rs. Min %

ASSETS
Cash and balances with treasury banks 60,368| 40%|| 43,174 14%|| 37,862 2%]|| 37,239 43%]| 26,084 29%]|| 20,286( -29%
Balances with other banks 2,836|| 53%| 1848 %] 1873)  64%]| 1,139 T%|| 1,068| -20%| 1423| 41%
Lendings to financial institutions - -100%|| 2,997 -67%]| 9,010|| 80%]| 5000{ 1900% 260|| 100%]| - -100%
Investments 204,069(  -5%|| 214,186(]  19%|| 179,728 6%]|| 170209 -13%]| 195,516]  26%]| 155,211 3%
Advances 309,673 4% (| 296,445||  28%|| 231,532 13%|| 204,831 13%|| 181,090 -1%)]| 182,656 -1%
Fixed assets 24,183|| 108%| 11,612 1%]|| 11,444 P%l|| 10505(  11%|| 9440 2% 9254( 19%
Intangible assets 1,488 12%| 1,332( -11%]| 1,496 1%|| 1.607] -16%|| 1,903| -17%]| 2,289 %
Deferred tax assets - -100% 183|| -8%%|| 1,600| -29%]| 2265| -27%| 3087| 27%| 2429| -3%%
Other assets 27,336 -3%|| 28,138]|  38%|| 20,389 6%|| 19,227(  65%|| 11,635 -20%| 14,579 6%
629,853 5% 599915  21% 494,934 %% 452,022 5% 430,073 1% 388,127 9%
LIABILITIES
Bills payable 8,356 || -65%|| 23544| 169%| 8,761 32%|| 6,656 T%|| 6,194| 11%|| 5,588 2%
Borrowings T2,747|  -26%|| 98,352|  80%|| 54,789 4%|| 52,806| -42%|| 90565(  49%|| 60927(  34%
Deposits and other accounts 457,789  12% || 409,384 ||  10%|| 371,624 %] 339,633||  16%|| 291,945 3%|| 283,105 5%
Liabilties against assets subject to finance lease
Subordinated debt - - - - - -100%|| 1,497 -50%]|| 2,994| -0.03%| 2,99%]| -14%
Deferred tax liabilities 2,764 100%
Other liabilities 32,933(|  31%|| 25136| 23%| 20514| 25%| 16423| 105%|| 8,022| -13%|| 9210( 14%

574,589 3% 556416  22% 455,688 % 417,015 4% 399,720 10% 361,825 9%
55,264  27% 43499 1% 39,246 12% 35,007 15% 30,353 15% 26,302 19%

REPRESENTED BY

Share capital 185,177 0% 15177 15% 13197  10% 11,998 - 11,998  15% 10,433

Reserves 9831  12% 8779 1% 79%6  11% 7158 1% 6423  13% 5703  -13%
Surplus on revaluation of assets 10,748 111% 5,094 9% 5,613 5% 5917 B% 429 4% 4470 183%
Unappropriated profit 19,508  36% 14,449 16% 12,500 26% 9934 0% 7,638 34% 5,69 58%

56264  271% 43499 1% 39,246 12% 35,007 15% 30,353 15% 26,302 19%
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Horizontal Analysis

Profit and Loss Account

2019  2019vs 2018 2018vs 2017 2017vs 2016 2016vs 2015 2015vs 2014  2014vs
2018 2017 2016 2015 2014 2013
Rs. Min % Rs. Min % Rs. Min % Rs. Min % Rs. Min % Rs. Min %

Mark-up / return / interest eamed 58,398 66% 35,200 22% 28,766 10% 26179  -19% 32306 -0.02% 32,312 16%
Mark-up / return / interest expensed 37,278 97% 18,925 28% 14,831 5% 14134 -23% 18,358 -1% 18,480 9%
Net mark-up / interest income 21,120 30% 16,275 7% 13,935 16% 12,045  -14% 13,948 1% 13,832 21%

NON MARK-UP / INTEREST INCOME

Fee and commission income 4,113 6%|| 33871 25%|| 3,087 14%|[| 2,715 18%|| 2,303 1% 2,076 7%
Dividend income 424 11 149% 170 6% 160 -42% 216(  -13% 319 75% 182 -62%
Foreign exchange income 2,833 44% || 1,97 2% 1,385 1% 1,368 42% 95| -10%( 1,073 13%
Income / (loss) from derivatives 176 48% 19 || -302% B9 || -592% 12{|  100% - -100% 250 6%
Gain on securities (679)|[ -1235% 51 -94% 807 62% || 2,104 28%|| 1,711 248% 492 1%
Other income 282 -30% 402 55% 260 -46% 480 80% 206|| -12% 01| -11%

7,249 10% 6,584 17% 5,640 -19% 6,955 25% 5564 21% 4,374 -3%
Total income 28,369 24% 22,859 17% 19,575 3% 19,000 -3% 19,512 7% 18,206 18%

NON MARK-UP / INTEREST EXPENSES

Operating expenses 17,068 16% || 14,816 18% || 12,608 8%|| 11,661 10% (| 10,591 ]| -13% || 12,162 10%
Workers weffare fund 233 35% 173 12% 154 17% 132 -25% 177 79% 9 68%
Other charges 33 -63% 90 || 650% 12 - 121 -73% 441 -64% 123( 112%
Total non-markup / interest expenses 17,334 16% 15,079 18% 12,774 8% 11,805 9% 10812  -13% 12,384 11%
Profit before provisions 11,035 2% 7,780 14% 6,801 5%  719%  -17% 8700 49% 5822 39%
Reversal of provision and recoveries

against writen-off debts - net 843 -300% (422)  -14% (492)  -192% 536  -70% 1,780  -22% 2,270 12%
Extra ordinary / unusual items

PROFIT BEFORE TAXATION 10,192 24% 8,202 2% 7,298 10% 6,659 -4% 6,920 9% 3,552 64%
Taxation 4,151 23% 3,365 22% 2,763 7% 2357  -13% 2698 151% 1075 246%
PROFIT AFTER TAXATION 6,041 25% 4,837 7% 4,530 5% 4,302 2% 4,222 0% 2477 34%
Basic / diluted earnings per share 3.98 26% 319 % 298 5% 2.83 2% 2.78 70% 1.63 34%
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Vertical Analysis

Statement of Financial Position

2019 2018 2017 2016 2015 2014
Rs. Min % Rs. Min % Rs. Min % Rs. Min % Rs. Min % Rs. Min %

ASSETS
Cash and balances with treasury banks 60,368 || 9.6% || 43,174 72%| 37,862 76% || 37,239 8.2% || 26,084 6.1% || 20,286 52%
Balances with other banks 2836|| 0.5%|| 1.848|| 03%]|| 1873|| 04%]| 1,139|| 03%]| 1,068|| 02%]|| 1423|| 04%
Lendings to financial institutions = - 2997(| 05%]|| 9,010(| 18%|| 5000 1.1% 250 0.1%
Investments 204,069 || 32.4%|214,186|| 35.7%]|179,728|| 36.3%||170,209|| 37.7%|195516|| 45.5%|[155211|| 40.0%
Advances 309,573 || 49.2%|296445|| 49.4%|231,532|| 46.8%||204,831|| 45.3%|181,090|| 42.1% (182,656 || 47.1%
Fixed assets 24,183 || 3.8%|| 11612(| 19%|| 11,444|| 23%/|[ 10505(f 23%(| 9440 22%|| 9254|| 24%
Intangible assets 1,488 (| 02%(| 1332(| 02%|| 1496 03%|| 1607| 04%(| 1903|| 04%|| 2289|| 0.6%
Deferred tax assets - - 183(| 0.03%|| 1,600|| 032%|| 2265|| 050%|| 3,087|| 0.72%|| 2429 0.63%
Other assets 21,336 || 4.3%|| 28138 || 47%|| 20389 || 4.1%|| 19227 || 43%|| 11635(| 2.7%|| 14579|| 3.8%
629,853 100.0% 599915 100.0% 494,934 100.0% 452,022 100.0% 430,073 100.0% 388,127 100.0%
LIABILITIES
Bills payable 8,356 || 1.3%|| 23544|| 39%|| 8761|| 1.8%|| 6656|| 1.5%|| 6194|| 14%|| 5588|| 1.4%
Borrowings 72,747 || 11.5% || 98,352 || 16.4%|| 54,789(| 11.1%|| 52,806 || 11.7%]| 90,565|| 21.1% || 60,927|| 15.7%
Deposits and other accounts 457,789 || 72.7%|409,384 || 68.2%|371,624|| 75.1%|339,633|| 75.1%||291,945|| 67.9%|(283,105|| 72.9%

Liabilities against assets subject to finance lease

Subordinated debt - - - - - - 149711 03%|| 299%4(| 07%|| 299%5(| 0.8%
Deferred tax liabilities 2,764 0.4%
Other liabilities 32,933 (| 5.2%|| 25136|| 4.2%|| 20514|| 4.1%|| 16423|| 3.6%]|| 8,022 19%(| 9210(| 24%

574,589 91.2% 556416  92.7% 455688 921% 417015  92.3% 399,720 929% 361,825  93.2%

55264  8.8% 43499  73% 39246 79% 35007 7.7% 30363 7.1% 26302  6.8%

REPRESENTED BY

Share capital 15177 2.4% 15177 25% 13,197  27% 11998  27% 11998  28% 10433  27%
Reserves 9831 16% 8779 15% 793%  16% 7158  16% 6423  15% 5703  1.5%
Surplus on revaluation of assets 10,748 1.7% 5,09 08% 5613 11% 5917 13% 4294 10% 4470 1.2%
Unappropriated profit 19,508  3.1% 14449 24% 12500 25% 9934  22% 7638  18% 5696  1.5%

55264  8.8% 43499  73% 39246 79% 35007 7.7% 30363 7.1% 26302  6.8%
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Vertical Analysis

Profit and Loss Account

2019 2018 2017 2016 2015 2014
Rs. Min % Rs. Min % Rs. Min % Rs. Min % Rs. Min % Rs. Min %

Mark-up / return / interest earned 58,398 100.0% 35200 1000% 28,766 100.0% 26,179 100.0% 32,306 1000% 32,312 100.0%
Mark-up / return / interest expensed 37,278  63.8% 18925  53.8% 14,831 516% 14134 540% 18358  56.8% 18480  57.2%
Net mark-up / interest income 21,120  36.2% 16275  462% 13935  484% 12,045 46.0% 13,948  432% 13832  42.8%

NON MARK-UP / INTEREST INCOME

Fee and commission income 4,113 7.0%(| 3871 11.0%|| 3,087 || 10.7%|| 2715|| 104%|| 22303 71%(| 2,076 6.4%
Dividend income 424 0.7% 170 05% 160 0.6% 216]|  1.1% 319(| 1.0% 182(| 0.6%
Foreign exchange income 2,833 49%|| 197 56%|| 1,385 4.8% 1,368 5.2% 965 3.0% 1,073 3.3%
Income / (loss) from derivatives 176 0.3% 119 0.3% 59){| -0.2% 12{] 0.05% - 0.00% 250(| 0.77%
Gain on securities 679 -1.0% 51 0.1% 807 28%|| 2,104|| 8.0%(| 1,711 5.3% 49211 1.5%
Other income 282 0.5% 402 1.1% 260 0.9% 480(1  1.8% 266(| 0.8% 01| 0.9%

7249 124% 6584  187% 5640 196% 695 266% 5564 172% 4374  135%

Total income 28,369  48.6% 22859  64.9% 19575  68.0% 19,000 726% 19512 604% 18206 56.3%

NON MARK-UP | INTEREST EXPENSES

Operating expenses 17,068 || 29.2%|| 14,816 || 42.1%|| 12,608 || 43.8%|| 11,661|| 44.5%]|| 10,591|| 32.8%|| 12,162|| 37.6%
Workers welfare fund 233 0.4% 173 0.5% 154 0.5% 1321]  0.5% 177 0.5% 99 0.3%
Other charges 33 0.1% 920 0.3% 12 0.0% 21| 0.05% 441 0.14% 123|| 0.38%
Total non-markup / interest expenses 17,334  29.7% 15079  428% 12,774  444% 11805 451% 10,812 335% 12,384  38.3%
Profit before provisions 11,085  189% 7,780 221% 6801  236% 7,195 275% 8700 269% 582 18.0%
Reversal of provision and recoveries

against writen-off debts - net 843 1.4% 42 -12% 492 -1.7% 5  20% 1,780  55% 2270  7.0%
Extra ordinary / unusual items

PROFIT BEFORE TAXATION 10,192 17.5% 8202  233% 7293  254% 6659 254% 6920 214% 3552  11.0%
Taxation 4,151 71% 3,365 96% 2,763 96% 2357  9.0% 2698 84% 1075  3.3%
PROFIT AFTER TAXATION 6,041  103% 4837 137% 4530 15.7% 4302 164% 4222 131% 2477  171%
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DuPont Analysis

2019 2018 2017 2016 2015 2014
1 Net Operating Margin PAT / Net Revenue A 21.30% 21.16% 23.14% 22.64% 21.64% 13.61%
2 Asset Utilization Net Revenue / Avg Assets B 4.61% 4.18% 4.13% 4.31% 4.77% 4.90%
Reurn on Assets C=AxB 098% 0.88% 0.96% 0.98% 1.03% 0.67%
3 Levrage Ratio / Equity Multiplier ~ Avg Assets / Avg Equity D 14.83 15.20 15.10 15.99 17.08 17.52
Return on Equity CxD  14.57% 13.43% 14.44% 15.60% 17.63% 11.68%
30% 20%
17.63%
15.60% 18%
o 14.44%
25% \ ’ 13.43% W37 16%
0,
20% 11.68% _— 22.64% 14%
12%
15% 10%
13.61% 8%
0,
10% 6%
59 4%
2%
0% 0%
2014 2015 2016 2017 2018 2019
mm Net Margin Asset Utilization ~ e=@mReturn on Equity

58 | Faysal Bank



Statement of Value Added

2019 2018
Rupees '000 % Rupees '000 %
Mark-up / return / interest earned - net of provisions 57,555,248 106 35,621,905 110
Fee, commission and brokerage income 4,112,625 8 3,871,207 11
Dividend income 424,246 1 170,110 1
Income from dealing in foreign currencies 2,833,324 (5) 1,970,720 6
Derivative income, gain on sale of investments etc. (122,838) - 571,756 2
64,802,605 120 42,205,698 130
Administrative and other expenses 10,756,240 (20) 9,840,138 (80)
Value Added 54,046,365 100 32,365,560 100
Distributed as follows:
To Employees
As remuneration 6,507,211 12 5,183,783 17
To Government
As income tax 4,151,058 8 3,364,526 10
To Depositors
As profit on investments 28,843,947 58 14,567,628 45
To Finanacial Institutions
As profit on borrowings 8,434,086 16 4,357,231 13
To Society
As donations 69,431 - 55,209 -
To Shareholders
As dividends / bonus - - - -
Retained in Business
As reserves and retained profits 6,040,632 11 4,837,183 15
54,046,365 100 32,365,560 100
Income Distribution

5%

1%

8%

W Mark-up / return / interest earned - net of provisions

Fee, commission and brokerage income

Dividend income

Income from dealing in foreign currencies
Derivative income, gain on sale of investments etc.
Administrative and other expenses

W To Employees
To Government
To Depositors
To Finanacial Institutions
Retained in Business
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Quarterly Performance 2019 and 2018

Statement of Financial Position

2019 2018

4hQtr  3rdQtr  2nd Qtr  1stQtr 4th Qtr 3rd Qtr ndQtr 1stQtr

Semmmmmmmmeeeeeooooeeeeooooooooes Rupees ‘000------=--======smmmmmmmmmeoo oo
ASSETS
Cash and balances with treasury banks 60,368 45,126 67,920 41,617 43174 38,550 39,944 33,992
Balances with other banks 2,836 2,551 2,480 1,930 1,848 1,792 2,046 1,412
Lendings to financial institutions - 7,000 6,249 33,655 2,997 250 8,004 26,957
Investments 204,069 | 194,659|| 152,146]| 125,836 214186 (| 130,353 || 180,753 || 141,885
Advances 309,573( | 306,796 [ 304,231 [ 297,850 296,445 | 296,738 || 294,018| | 253,382
Fixed assets 24,183 20,366 19,885 18,026 11,612 11,715 11,692 11,641
Intangible assets 1,488 1,383 1,332 1,316 1,332 1,096 1,150 1,207
Deferred tax assets - 416 486 169 183 0643 498 1,625
Other assets 27,336 23,677 34,649 25,370 28,138 15,265 15,678 13,047
629,853 601,974 589,278 545,669 599,915 496,402 554,333 484,748
LIABILITIES
Bills payable 8,356 7,205 9,699 8,671 23,544 12,879 11,620 9,557
Borrowings 72,747 78,600 40,511 40,387 98,352 37,800 96,764 34,097
Deposits and other accounts 457,789 | 433,731 | 454,288|| 422,133 409,384 1| 393,233 || 390,412 | 383,021
Liabilities against assets subject to finance lease - - - - - - - -
Subordinated debt -
Deferred tax liabilities 2,764 - - - - - - -
Other liabilities 32,933 34,597 38,409 29,208 25,136 10,076 14,072 17,637
574,589 554133 542907 500,399 556,416 453988 512,868 444,312
55,264 47,841 46,371 45,270 43,499 42,414 41,465 40,436
REPRESENTED BY
Share capital 15,177 15,177 15,177 15,177 15,177 15,177 15,177 13,197
Reserves 9,831 8,662 8,681 8,711 8,779 7,843 7,874 9,885
Surplus on revaluation of assets 10,748 5,079 5,003 5,303 5,094 5,246 5,457 5,611
Unappropriated profit 19,508 18,933 17,510 16,079 14,449 14,148 12,957 11,743
55,264 47,841 46,371 45,270 43499 42414 4465 40436
PROFIT AND LOSS ACCOUNT
Mark-up / return / interest earned 17,130 15,538 13,525 12,206 11,178 8,710 8,083 7,224
Mark-up / return / interest expensed 11,147 10,455 8,415 7,261 5,955 4872 4,254 3,844
Net mark-up / interest income 5,983 5,083 5,110 4,944 5,223 3,838 3,834 3,380
Provision / (reversal) and write-offs 115 57 878 (2006) 403 (218) (294) (313
Non mark-up / interest income 2,040 1,482 2,021 1,706 1,746 1,547 1,767 1,524
Non mark-up / interest expenses 5,191 4,272 4,011 3,859 4,605 3,614 3,648 3212
Profit before taxation 2,117 2,236 2,242 2,997 1,961 1,989 2,247 2,005
Taxation 1,103 831 829 1,388 713 816 1,050 786
Profit after taxation 1,614 1,405 1,413 1,609 1,248 1,178 1,197 1,219
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Notice of the Twenty Fifth
Annual General Meeting

Notice is hereby given that the 25TH Annual General Meeting
of Faysal Bank Limited (“FBL”) will be held on March 26, 2020
at 9:00 a.m. at Zaver Hall, Pearl Continental Hotel, Karachi to
transact the following business:

Ordinary Business:
. To confirm the minutes of the 24th Annual General Meeting held on March 28, 2019.

. To confirm the minutes of Extra Ordinary General Meeting held on October 24, 2019.

. To receive and adopt Unconsolidated & Consolidated Financial Statements and Statement of Compliance with
Code of Corporate Governance of FBL for the year ended December 31, 2019 together with the Directors’ and
Auditors’ Reports thereon.

. To elect Ten (10) Directors of FBL for a period of three years commencing from March 26, 2020 in accordance
with the provisions of the Companies Act, 2017 and Memorandum and Articles of Association. The names of
retiring Directors are as under:

Mr. Faroogq Rahmatullah Khan

Mr. Ahmed Abdulrahim Mohamed Abdulla Bucheery
Mian Muhammad Younis

Mr. Imtiaz Ahmad Pervez

Mr. Juma Hasan Ali Abul

Mr. Abdulelah Ebrahim Mohamed AlQasimi

Mr. Abdulla Abdulaziz Ali Taleb

Mr. Fuad Azim Hashimi

Mr. Ali Munir

© 0N OAN

The Board of Directors has fixed the number of Directors to be elected at this meeting held on February 13, 2020.
The retiring Directors shall be eligible to offer themselves for re-election in accordance with applicable Regulations.

. To appoint External Auditors for the ensuing financial year 2020 at Rs.12,800,000/- (excluding out of pocket
expenses and sales tax) for the audit fee, review and certifications. The present Auditors, A.F. Ferguson &
Company, Chartered Accountants, being eligible, offer themselves for reappointment.

. Any other business with the permission of the Chair.
Special Business:
. To Consider and approve the amount of remuneration paid to the Non-Executive/Independent Directors of FBL

during the year 2019 for attending the Board/Sub-Committees Meetings and in that connection to pass the
following resolution as Special Resolution, with or without modification, addition or deletion.
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“RESOLVED that the remuneration paid to the Chairman, Non-Executive and Independent Directors of Faysal
Bank Limited for attending Board meetings and meetings of the Board Committees i.e. Recruitment, Nomination
and Remuneration Committee; Board Risk Management Committee; Board Audit & Corporate Governance
Committee; Board Strategy Committee and Board IT Committee as disclosed in Note No. 38 of the Annual Audited
Unconsolidated Financial Statements of the Bank for the year ended December 31, 2019 is submitted to the
shareholders for approval on a post facto basis, be and is hereby approved.”

To consider and approve Directors Remuneration Policy for Non-Executive/Independent Directors of FBL for
attending the Board and Sub-Committees Meetings, which enumerates the scale of remuneration amongst other
matters, and in that connection to pass the following resolution as Special Resolution, with or without modification,
addition or deletion

“RESOLVED that in terms of the BPRD Circular No. 03 dated 17-08-2019 by the State Bank of Pakistan, the
Directors Remuneration Policy of the Board of Directors of Faysal Bank Ltd., including the scale of remuneration
for attending board and committee meetings, as circulated to the members along with the Notice of the 25th
Annual General Meeting, be and hereby is approved:

To approve revised Memorandum & Articles of Association (MOA) of the Bank as per Companies Act, 2017 and
Code of Corporate Governance 2019 and in that connection to pass the following resolutions as Special Resolutions,
with or without modification, addition or deletion.

“RESOLVED that the revised Memorandum & Article of Association of Faysal Bank Limited are being made in
line with Companies Act, 2017 and Code of Corporate Governance 2019 are submitted herewith be and is
hereby approved, subject to all Regulatory approvals".

FURTHER RESOLVED "that the Chief Executive Officer/Company Secretary /Chief Financial Officer of the Bank
be and are hereby singly authorized and empowered to give effect to the above resolution and to do all acts, deeds
and things that may be necessary or required and to sign such documents and take such steps from time to
time as and when necessary".

10. To transact any other Business with the permission of the Chairman.

1.

2.

By the order of the Board

Karachi dated: March 4, 2020 M

Aurangzeb Amin
Company Secretary & Head of Legal

Notes:
The Directors of the Company have fixed, under sub-section (1) of Section 159 of the Companies Act, 2017, the
number of elected directors of the Company at Ten (10).

The Share Transfer Books of the Bank shall remain closed from March 19, 2020 to March 26, 2020 (both days

inclusive). Transfer received at the Share Registrar of the Bank, by the close of business on March 18, 2020 will
be treated in time.
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3. A member entitled to attend and vote at the Meeting may appoint another Member as per his/her proxy to attend
and vote for him/her provided that a corporation may appoint as its proxy a person who is not a member, but is duly
authorized by the corporation. Proxies must be received at the Registered Office of the Bank not less than 48
hours before the time of the holding of the Meeting.

4. Members are required to timely notify any change in their address to Bank’s Shares Registrar M/s. CDC Share
Registrar Services Limited , CDC House, 99-B, Block-B, S.M.C.H.S., Main Shahrah-e-Faisal, Karachi.

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

A. For attending the Meeting:

i) In case of individuals, the account holder or sub-account holder and/or the person whose securities are in
group account and their registration detail are uploaded as per the regulations, shall authenticate his/her
identity by showing his/her original Computerized National Identity Card (CNIC) or original passport at the
time of attending the Meeting.

i) In case of corporate entity, the Board of Directors’ resolution/power of attorney with specimen signature of
the nominee shall be produced (unless it has been provided earlier) at the time of Meeting.

B. For appointing proxies:
i) In case of individuals, the account holder or sub-account holder and /or the person whose securities are in
group account and their registration details are uploaded as per the regulations, shall submit the proxy
form as per the above requirement.

i) The proxy form shall be witnessed by two persons whose names, addresses and CNIC numbers shall be
mentioned on the form.

i) Attested copies of CNIC or the passport of the beneficial owners and the proxy shall be furnished with the
proxy form.

iv) The proxy shall produce his/her original CINC or original passport at the time of the Meeting.

v) In case of corporate entity, the Board of Directors’ resolution/power of attorney with specimen signature
shall be submitted (unless it has been provided earlier) along with proxy form to the Company.

6. Availability of Audited Financial Statements on Company's Website
The Company has placed the Audited Annual Financial Statements for the year ended December 31, 2019 along
with Auditor’s and Director’s Reports thereon on its website: www.faysalbank.com

7. Transmission of Financial Statements to the Members through e-mail
In pursuance of SECP notification S.R.O 787 (1)/2014 dated September 08, 2014, the companies have been allowed
to circulate their Annual Balance Sheet and Profit and Loss Account, Auditor's Report and Director's Report (Annual
Financial Statements) along with Notice of Annual General Meeting (Notice) through e-mail to the members of the
Company. Members desiring to avail this facility may provide the requisite information to the Company Share Registrar,
M/s. CDC Share Registrar Services Limited , CDC House, 99-B, Block-B, S.M.C.H.S., Main Shahrah-e-Faisal,
Karachi for which form may be downloaded from the Company's website: www.faysalbank.com
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8. Post Ballot:
Pursuant to the Companies (Postal Ballot) Regulations 2018, for the purpose of election of directors, where in case
number of contestants are more than the number of directors to be elected member will be allowed to exercise
their right to vote through postal ballot, that is voting by post in accordance with the requirements and procedures
contained in the aforesaid regulations.

9. Consent for Video Conference Facility:
Members can also avail video conference facility. In this regard, please fill the following and submit the registered
address of the Company 10 days before holding of the AGM.

If the Company receives consents from members holding in aggregate 10% or more shareholding residing at a
geographical location, to participate in the Meeting through video conference at least 10 days prior to date of the
Meeting , the Company will arrange video conference facility in the city subject to availability of such facility in that city.

The Company will intimate members regarding venue of the video conference facility at least 10 days before the
date of AGM along with complete information necessary to enable them to access such facility.

“I/We of being a member of Faysal Bank Limited, holder of Ordinary Shares as per
registered Folio # CDC ID & A/C No. hereby opt for video conference facility at
My email address ?

Signature of Shareholder

For any query/problem/information, members may contact our Share Registrar M/s. CDC Share Registrar Services
Limited , CDC House, 99-B, Block-B, S.M.C.H.S., Main Shahrah-e-Faisal, Karachi.

STATEMENTS UNDER SECTION 166 (3) OF THE COMPANIES ACT, 2017 IN RESPECT OF
ELECTION OF DIRECTORS UNDER AGENDA ITEM NO.4

The term of office of the present Directors of the Company will expire on March 26, 2020. In terms of Section 159
(1) of the Companies Act, 2017 (“Act”), the Board of Directors have fixed the number of elected Directors at Ten
(10) to be elected in the Annual General Meeting for the period of three years.
The present Directors are interested to the extent that they are eligible for re-election as Directors of the Company.
Any person who seeks to contest election to the office of director shall, whether he is a retiring director or otherwise,
file his/her consent with the Company at its Registered Office, Faysal Bank Limited, Faysal House, St-02, Commercial
Lane, Main Shahrah-e- Faisal, Karachi not later than fourteen (14) days before the day of the meeting, along with
the following documents:

A. Notice of his / her intention to offer him / herself for the election to the Office of Director in terms of section 159(3).

B. Consent to act as director of the Company along with consent on Form 28 prescribed under the Act.

C. A detail profile along with office address as required under SECP’ SRO 634(1)2014 dated July 10, 2014.

Annual Report 2019 | 65



. A director must be a member of the company at the time of filing of his/her consent for contesting election of
directors except a person representing a member, which is not a natural person.

. Declaration under Clause 3 of the Listed Companies (Code of Corporate Governance) Regulations 2019.
Declaration that he/she is not ineligible to become a director of FBL in terms of Section 153 of the Act.

. Independent Director(s) will be elected through the process of election of director in terms of section 159 of the
Act and they shall meet the criteria laid down in Section 166 of the Act, and the Companies (Manner and Selection
of Independent Directors) Regulations 2018, accordingly the following additional documents are to be submitted
by the candidates intending to contest election of directors as an independent director:

o Declaration by Independent Director(s) under Clause 6(3) of the Listed Companies (Code of Corporate
Governance) Regulation 2019.

e Undertaking on non-judicial stamp paper that he / she meet the requirements of sub-regulation (1) of
Regulation 4 of the Companies (Manner and Selection of Independent Directors) Regulations, 2018.

STATEMENT OF MATERIAL FACTS UNDER SECTION 134(3) OF THE COMPANIES ACT, 2017
IN RESPECT OF SPECIAL BUSINESS

Agenda Item No. 7:

To Consider and approve the amount of remuneration paid to the Non-Executive/Independent Directors of FBL
during the year 2019 for attending the Board/Sub-Committees Meetings and in that connection to pass the
following resolution as a Special Resolution, with or without maodification, addition or deletion.

RESOLVED that the remuneration paid to the Chairman, Non-Executive and Independent Directors of Faysal Bank
Limited for attending Board meetings and meetings of the Board Committees i.e. Recruitment, Nomination and
Remuneration Committee; Board Risk Management Committee; Board Audit & Corporate Governance Committee;
Board Strategy Committee and Board IT Committee as disclosed in Note No.38 of the Annual Audited Unconsolidated
Financial Statements of the Bank for the year ended December 31, 2019 is submitted to the shareholders for
approval on a post facto basis, be and is hereby approved.”

Agenda Item No. 8:

To consider and approve Directors Remuneration Policy for Non-Executive/Independent Directors of FBL for
attending the Board and Sub-Committees Meetings, which enumerates the scale of remuneration amongst other
matters, and in that connection to pass the following resolution as Special Resolution, with or without modification,
addition or deletion.

Keeping in view the BPRD Circular No. 03 dated 17-08-2019, issued by the State Bank of Pakistan, a policy
pertaining to the remuneration of the Board has been drafted and the same has been approved by the Board of
Directors of Faysal Bank Ltd., The Policy amongst other things also enumerates the scale of remuneration to be paid
to the directors of Faysal Bank Ltd., for attending the Board and Committee meetings. Accordingly, the members are
requested to consider and approve the said policy by adopting the below mentioned special resolution.
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“RESOLVED that in terms of the BPRD Circular No. 03 dated 17-08-2019 by the State Bank of Pakistan, the
Directors Remuneration Policy of the Board of Directors of Faysal Bank Ltd., including the scale of remuneration for
attending board and committee meetings, as circulated to the members along with the Notice of the 25th Annual
General Meeting, be and hereby is approved:

Agenda Item No. 9:

To approve revised Memorandum & Articles of Association (MOA) of the Bank as per Companies Act, 2017 and
Code of Corporate Governance 2019 and in that connection to pass the following resolutions as Special Resolutions,
with or without modification, addition or deletion.

The Board of Directors recommend the amendments in the Memorandum and Articles of Association to bring the
Company's Memorandum & Articles of Association in line with the provisions of the Companies Act, 2017 and other
legal and regulatory requirements. Certain amendments in the Memorandum & Articles were necessitated for the
reason that Fayal Bank Ltd., is in the process transforming into a full fledge Shariah compliant Islamic Bank.

In accordance with Section 32 of the Companies Act, 2017, approval of the shareholders in a General Meeting is
required by way of a special resolution to alter the Company's Memorandum and Articles of Association.

The proposed amendments in Memorandum & Articles of Association have been approved by the Board of Directors
at its meeting held on February 13, 2020 subject to all Regulatory and shareholders approvals with changes, if any,
as may be suggested by the Regulators and accepted by the Board of Directors. The revised Memorandum &
Articles of Association are submitted herewith.

A copy of the Memorandum & Article of Association of the Bank as on date and also indicating the proposed
amendments is available for inspection at the registered office of the Bank from 9:00 am to 5:00 pm on any
working day, upto last working day before the date of AGM.

The Directors of the Company have no personal interest in the business except in their capacity as shareholders of
the Bank to the extent of their respective shareholding.

For the purpose aforesaid, it is proposed to consider and, if thought fit, to pass the following resolutions as Special
Resolutions with or without modifications, to amend the Memorandum & Article of Association of the Bank and
adopt a new set of MOA of the Bank.

“RESOLVED that the revised Memorandum & Article of Association of Faysal Bank Limited are being made in line
with Companies Act, 2017 and Code of Corporate Governance 2019 are submitted herewith be and is hereby
approved, subject to all Regulatory approvals".

FURTHER RESOLVED "that the Chief Executive Officer/Company Secretary /Chief Financial Officer of the Bank be
and are hereby singly authorized and empowered to give effect to the above resolution and to do all acts, deeds
and things that may be necessary or required and to sign such documents and take such steps from time to time
as and when necessary"
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Report of the Board Audit and
Corporate Governance Committee

The Board Audit and Corporate Governance Committee (BACGC) comprises of three directors having vast
experience and knowledge of Banking, Finance, Corporate Governance, Asset Management, Audit & Accounting.
Out of three members, two are independent Directors and one is a non-Executive Director. The Chairman BACGC
is an independent director. The BACGC in 2019 updated its Terms of Reference (TORs) in line with SECP’s Code
of Corporate Governance 2019, SBP’s Guidelines on Internal Audit Function and other guidelines issued by the
Regulators and approved by the Board of Directors (BOD).

The Committee focused on the effectiveness of the Internal Control, Compliance Risk Management, Operational
Risk Management Framework and application of Regulatory & International Accounting Standards as well as
compliance requirements of Corporate Governance best practices, Impact of IFRS 16, significant risk areas of
Provisions, Risk of fraud in revenue recognition & its practices due to high degree of automation in FBL. With respect
to the acquisition of FAML, PPA exercise was reviewed. Going forward BACGC will also supervise & monitor the
status of IFRS 9 regarding disclosures in the annual financial statements. The Committee also reviewed revisions in
MOA/AOA of FBL in line with Companies Act 2017 and recommended it for the approval of BOD and Shareholders.
Therefore, fully complied with its TORs.

The Committee not only approved the Internal Audit plan for 2019, revised Internal Audit Manual/ Charter but also
approved Internal Shariah Audit Manual and Compliance Plan 2019 as per requirements of SECP’s Code of Corporate
Governance (COCG), SBP’s Guidelines on Internal Audit Function and Compliance Risk Management Framework.
The provision of all kind of resources was ensured to both Internal Audit Function and to the Compliance Function
to successfully implement their annual plans and other activities. Head of Internal Audit was given free access to
approach BACGC to ensure proper reporting in all sensitive matters / issues of FBL relating to his subject. The
Committee convened 4 mandatory and one additional meeting during the year 2019.

Major activities undertaken by the Committee to improve the overall performance of FBL during 2019 are as follows:

BACGC reviewed/examined the unconsolidated and consolidated quarterly, half yearly, and annual financial statements
for the year 2019 along with director’s review reports of FBL which were approved by the BOD on its recommendation.
BACGC reviewed related party transactions with assurance from management that all transactions were undertaken
at arm’s length and reported the same for BOD’s approval.

BACGC also held detailed discussions with external auditors on audit scoping for the year 2019 as well as major
observations made in their management letters and reviewed the management’s response thereto. The appointment
of external auditors for the year 2019 and their fee was approved by the Board on its recommendation. BACGC
also reviewed the new format for the financial statements to be adopted for the annual accounts of 2018 with the
external auditors keeping in view changes made in accounting procedure to be incorporated in the Financial
Statements from 2019 as well as identified the reporting requirements as per Companies Act 2017 and Code of
Corporate Governance 2019.

BACGC reviewed/analyzed the performance of Income Tax consultant with note of satisfaction. Internal Audit
Department (IAD) high risk observations were reviewed with the assurance that their monitoring and implementation
are in accordance with targeted dates. An assurance was also given to BACGC that Policies adopted by the Bank
are sufficient & appropriate and information provided by the management is reliable. The BACGC also reviewed
adequacy and quality of IAD resources.
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The BACGC monitored the status/ progress of implementation of the SBP’s Guidelines on Internal Audit Function
and noted with satisfaction that the implementation is on track. As per requirement, Strategy for 2019- 2023 of the
IAD was finalized within the scope of overall strategy of FBL so that overall targets achievement could be ensured.

BACGC reviewed and monitored the implementation of the Annual Compliance Plan for the year 2019 on quarterly
basis. Updated itself on AML/CFT procedures as per SBP regulations and Financial Action Task Force (FATF)
recommendations along with quarterly review of the Foreign Account Tax Compliance Act (FATCA) and Whistle
Blow Committee (WBC) cases & internal investigation findings and timely actions taken by the management.

BACGC reviewed quarterly and an annual update of Fraud and Forgery cases & major findings of internal investigations
in the area along with management’s action thereon and noted with satisfaction the tangible reduction in these cases.

BACGC not only reviewed the Institutional Risk Assessment Framework (IRAF) — Self Assessment Questionnaire
but also the implementation of Internal Controls over Financial Reporting (ICFR) program across the Bank.

BACGC reviewed the quarterly Compliance of the SBP inspection report and SBP’s thematic review reports along
with monitoring the compliance status of these reports. The Committee also reviewed statement on internal control
system which was endorsed by the Board.

BACGC conducted self-assessment of its performance for the year to comply with its TORs as per SECP Code of
Corporate Governance requirement and presented it to the BOD. The Board appreciated the performance of the
Committee in their evaluation for that year.

v

Mian Muhammad Younis
Chairman - BACGC
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pwc AFFERGUSON&CO.
Independent Auditor's Review Report

To the members of Faysal Bank Limited

Review Report on the Statement of Compliance contained in Listed
Companies (Code of Corporate Governance) Regulations, 2019

We have reviewed the enclosed Statement of Compliance with the Listed Companies (Code of Corporate Governance)
Regulations, 2019 (the Regulations) prepared by the Board of Directors of Faysal Bank Limited (the Bank) for the year ended

December 31, 2019 in accordance with the requirements of regulation 36 of the Regulations.

The responsibility for compliance with the Regulations is that of the Board of Directors of the Bank. Our responsibility is to
review whether the Statement of Compliance reflects the status of the Bank's compliance with the provisions of the
Regulations and report if it does not and to highlight any non-compliance with the requirements of the Regulations. A review is
limited primarily to inquiries of the Bank's personnel and review of various documents prepared by the Bank to comply with
the Regulations.

As a part of our audit of the financial statements we are required to obtain an understanding of the accounting and internal
control systems sufficient to plan the audit and develop an effective audit approach. We are not required to consider whether
the Board of Directors' statement on internal control covers all risks and controls or to form an opinion on the effectiveness of

such internal controls, the Bank's corporate governance procedures and risks.

The Regulations require the Bank to place before the Audit Committee, and upon recommendation of the Audit Committee,
place before the Board of Directors for their review and approval, its related party transactions and also ensure compliance
with the requirements of section 208 of the Companies Act, 2017. We are only required and have ensured compliance of this
requirement to the extent of the approval of the related party transactions by the Board of Directors upon recommendation of
the Audit Committee. We have not carried out procedures to assess and determine the Bank's process for identification of

related parties and that whether the related party transactions were undertaken at arm's length price or not.

Based on our review, nothing has come to our attention which causes us to believe that the Statement of Compliance does
not appropriately reflect the Bank's compliance, in all material respects, with the requirements contained in the Regulations as

applicable to the Bank for the year ended December 31, 2019.

Apgosees

A. F. Ferguson & Co.
Chartered Accountants
Karachi

Dated: March 4, 2020
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Statement of Compliance with the
Listed Companies Code of Corporate
Governance Regulations 2019

Faysal Bank Limited
Year ended: December 31, 2019

The Bank has complied with the requirements of the Regulations in the following manner:

. The total number of Directors are ten as per the following:

Gender Number
Male 10
Female Nil

. The composition of Board is as follows:

Category Names
Independent Directors Mian Muhammad Younis
Mr. Fuad Azim Hashimi
Mr. Ali Munir
Non-Executive Directors Mr. Farooq Rahmatullah Khan

Mr. Ahmed Abdulrahim Mohamed Abdulla Bucheery
Mr. Juma Hasan Ali Abul
Mr. Imtiaz Ahmad Pervez
Mr. Abdulelah Ebrahim Mohamed Al Qasimi
Mr. Abdulla Abdulaziz Ali Taleb
Executive Director Mr. Yousaf Hussain, President & CEO

. The directors have confirmed that none of them is serving as a director on more than seven listed companies,
including this Bank;

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

. The Board has developed a vision / mission statement, overall corporate strategy and significant policies of the
Bank. The Board has ensured that complete record of particulars of significant policies along with their date of
approval or updating is maintained by the Bank;

. All the powers of the Board have been duly exercised and decisions on relevant matters have been taken by the Board /
shareholders as empowered by the relevant provisions of the Companies Act, 2017 (the Act) and these Regulations;

. The meetings of the Board were presided over by the Chairman and, in his absence, by a director elected by the
Board for this purpose. The Board has complied with the requirements of the Act and the Regulations with respect

to frequency, recording and circulating minutes of meeting of the Board;

. The Board of Directors have a formal policy and transparent procedures for remuneration of directors in
accordance with the Act and these Regulations;
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9. The Board has not arranged any directors’ training program for the year ended December 31, 2019 as all the
directors’ are already certified;

10. The Board has approved the appointment of chief financial officer, company secretary and head of internal audit,
including their remuneration and terms and conditions of employment and complied with relevant requirements of
the Regulations;

11. Chief Financial Officer and Chief Executive Officer duly endorsed the financial statements before approval of the Board;

12. The Board has formed committees comprising of members given below:

a) Board Audit & Corporate Governance Committee

Mian Muhammad Younis Chairman / Independent Director
Mr. Juma Hasan Ali Abul Member / Non-Executive Director
Mr. Ali Munir Member / Independent Director

b) Board Risk Management Committee

Mr. Imtiaz Ahmad Pervez Chairman / Non-Executive Director
Mr. Abdulelah Ebrahim Mohamed AlQasimi Member / Non-Executive Director
Mr. Abdulla Abdulaziz Ali Taleb Member / Non-Executive Director
Mr. Yousaf Hussain Member / President & CEO

c) Board Recruitment Nomination and Remuneration Committee
Mr. Ahmed Abdulrahim Mohamed

Abdulla Bucheery Chairman / Non-Executive Director
Mr. Juma Hasan Ali Abul Member / Non-Executive Director
Mian Muhammad Younis Member / Independent Director
Mr. Fuad Azim Hashimi Member / Independent Director
Mr. Ali Munir Member / Independent Director

d) Board Strategy Committee

Mr. Farooq Rahmatullah Khan Chairman / Non-Executive Director
Mr. Ahmed Abdulrahim Mohamed

Abdulla Bucheery Member / Non-Executive Director
Mr. Juma Hasan Ali Abul Member / Non-Executive Director
Mr. Fuad Azim Hashimi Member / Independent Director
Mr. Yousaf Hussain Member / President & CEO

e) Board IT Committee

Mr. Ali Munir Chairman / Independent Director
Mr. Abdulelah Ebrahim Mohamed AlQasimi Member / Non-Executive Director
Mr. Abdulla Abdulaziz Ali Taleb Member / Non-Executive Director
Mr. Yousaf Hussain Member / President & CEO

13. The terms of reference of the aforesaid committees have been formed, documented and advised to the committee
for compliance;
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14.The frequency of meetings (quarterly / half yearly / yearly) of the committee were as per following:

a) Board Audit & Corporate Governance Committee Quarterly Meetings
b) Board Risk Management Committee Quarterly Meetings
c) Board Recruitment Nomination and Remuneration Committee Quarterly Meetings
d) Board Strategy Committee Quarterly Meetings
e) Board IT Committee Quarterly meetings

15. The Board has set up an effective internal audit function which is considered suitably qualified and experienced for
the purpose and are conversant with the policies and procedures of the Bank;

16. The statutory auditors of the company have confirmed that they have been given a satisfactory rating under the
Quality Control Review program of the Institute of Chartered Accountants of Pakistan and registered with Audit
Oversight Board of Pakistan, that they and all their partners are in compliance with International Federation of
Accountants (IFAC) guidelines on code of ethics as adopted by the Institute of Chartered Accountants of Pakistan
and that they and the partners of the firm involved in the audit are not a close relative (spouse, parent, dependent
and non-dependent children) of the chief executive officer, chief financial officer, head of internal audit, company
secretary or director of the company;

17. The statutory auditors or the persons associated with them have not been appointed to provide other services
except in accordance with the Act, these regulations or any other regulatory requirement and the auditors have
confirmed that they have observed IFAC guidelines in this regard;

18. We confirm that all requirements of regulations 3, 6, 7, 8, 27, 32, 33 and 36 of the regulations have been complied
with; and

19.Explanation for non-compliance with requirements, other than regulations 3, 6, 7, 8, 27, 32, 33 and 36 is below:

a) the Code requires that the chairman of the human resource and remuneration committee is to be an
independent director. The composition of the Bank’s Recruitment Nomination and Remuneration Committee
(RNRQC) is in line with the Revised Guidelines on Remuneration Practices 2017 issued by the State Bank of
Pakistan which allows a non-executive director to be the Chairman in case the majority members of the
committee are independent directors. Following the guidelines majority members of RNRC are independent
directors, however, the Chairman of the RNRC is not an Independent Director.

A"/
-
Karachi
Dated: February 13, 2020 Faroog Rehmatullah Khan
Chairman
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Report of Shariah Board

For the year ending December 31, 2019
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4.4 Faysal Bank Limited has completed another year of successful operations of its Islamic Banking. During the
year, the Shariah Board (“SB”) held four meetings to review various existing and new products, policies, standard
operating procedures, transactions, agreements, processes and their Shariah-compliance. As required under
Shariah Governance Framework, the SB also met with BOD twice this year to have a detailed briefing on Shariah
compliance environment.

SB appreciates the commitment of Board of Directors and Management to transform Bank’s entire operations into
Islamic Banking as reflective in the efforts towards conversion.

Following developments were observed during the year 2019:

Conversion of Bank’s portfolio

Faysal Bank is rapidly expanding its Islamic branch network and converting its Conventional financing portfolio into
Islamic. During the year, FBL opened 100 new Islamic branches and converted 59 branches from Conventional to
Islamic banking, raising the total number of Islamic branch network to 414 branches (including 1 sub-branch)
besides initiating 24 Islamic window operations in conventional branches to expedite the conversion process.

Likewise, around PKR 38 Bn worth of conventional financing portfolio with more than 77 customers was converted
from conventional to Islamic financing. These facilities were converted as per Shariah approved process flows based
on Islamic modes of Diminishing Musharakah, Running Musharakah, Istisna, Murabaha, Musawamah etc. Moreover,
regarding fresh booking of long-term financing, consumer financing continued to be entirely booked on Islamic modes,
whereas new Corporate, SME, Commercial financing was prioritized to be booked under Islamic modes of financing.

Product Development and Management

Under the guidance of SB, Product Development has worked for the enhancement of existing products as well as
development of new products along with their related documentation. During the year, Faysal Bank Islamic further
enriched its asset-side product menu through offering Finished goods financing product and SBP Islamic Financing
product for Renewable Energy customers. Additionally, for SME, Commercial and Corporate customers, Murabaha
variants including Finance against Imported Merchandise and Murabaha local spot with pledge were introduced.
Moreover, Islamic Staff Personal Financing product i.e. based on Tawarruqg, was offered to Bank’s staff. In addition,
Faysal Bank Islamic enhanced its liability product side by launching Islamic Rehmat account for individuals and Islamic
Rehmat Business account for institutions besides introducing Faysal Islamic Tez Tareen Asaan remittance account.

Structuring of Investment Banking Transactions

SB reviewed and approved 5 Islamic syndicated transactions including Islamic commercial paper based on
Diminishing Musharakah for various purposes including capital expenditure, project finance, power generation etc.
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Shariah Compliance Department

Shariah Compliance Department (“SCD”) has a team of professionals working under the guidance of the SB to
perform its roles and responsibilities as covered in SBP’s Shariah Governance Framework including Shariah compliance
reviews, research and analysis on Shariah issues, facilitation in training and implementing SB directives etc.

During the year, SCD reviewed Corporate, SME & Commercial, Treasury departments as well as Islamic Branch
network across different regions of the Bank. Furthermore, SCD also reviewed the Pool management & Profit
distribution mechanism and calculations on monthly basis to ensure the mechanism is being followed as per the
regulatory and SB’s guidelines. In addition, SCD jointly reviewed Islamic banking windows along with Internal
Shariah Audit Unit.

Various interactive sessions were conducted with different departments to evaluate their capacity building requirements.
Furthermore, as per directives of SB, RSBM & SCD visited different regional offices and Islamic branches in Islamabad,
Lahore, Multan, Quetta, Hyderabad and Karachi, where interactive and awareness sessions were conducted with
Bank’s staff.

During the year, SCD obtained approval for over 250 customer-specific process flows which include multiple
Islamic financing structures comprising Murabaha, Istisna, Tijarah (Musawamah), Running Musharakah, Islamic
Export Re-Finance (Both Part-I & Part-1l), Diminishing Musharakah etc.

Subsequently, random physical inspections were also conducted by the SCD. As per the guidance of SB to have
separate Bank-wide policies and procedures; 112 existing and new policies and standard operating procedure
were reviewed by SCD and subsequently approved by the SB.

RSBM and SCD also played a pivotal role in the capacity building of the staff wherein they facilitated through improvement
of training material as well as conduction of various training sessions at multiple locations of the country.

Shariah Audits

Internal & External Shariah Audit were undertaken as per the requirement of Shariah Governance Framework. Internal
Shariah Audit Unit (ISAU) is an integral part toward strengthening of overall Shariah Compliance environment of the Bank.
The ISAU carried out Shariah Audits during the last year for following products and segments: Corporate finance,
Trade and Business Service, SME and Commercial Branch Banking, Retail Banking, Conversion process, Financial
Control Unit and Profit distribution and Pool Management. Further, external Shariah audit was also carried out
encompassing all relevant functions of Islamic Banking.

Charity

The opening balance of the charity funds was PKR 7.07 Mn and during the year an amount of PKR 17.109 Mn was
recovered from the customers in lieu of delayed payments, as the charity funds are kept under Mudarabah based
accounts at the Bank therefore, Mudarabah profit of PKR 1.024 Mn was also accordingly credited to the charity fund
account. Additionally, during the Shariah reviews & audits conducted by SCD & ISAU, an amount of PKR 0.364 Mn
was credited to Charity Fund due to Shariah non-compliance issues. During this period an amount of PKR 12 Mn
was distributed to various charitable organizations with the approval of SB. Details of charity are available on note

4 of Annexure II.

Capacity building and Awareness Sessions

Trained human capital is the key to the success of Islamic Banking Industry. SB appreciate the efforts of Management
and L&D to arrange different Islamic banking training programs and awareness sessions particularly “Banking the
Islamic Way”. FBL in collaboration with CIE-Dar-ul-Uloom, Karachi conducted in-depth training programs for its
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senior management. FBL conducted various Islamic finance awareness sessions for its customers, general public
and Shariah scholars across the country. During the year, L&D organized more than 120 training sessions across
the country to train the staff in Islamic banking in which approximately 6500 employees were trained under various
online and classroom training programs. RSBM, SCD and IBD teams were actively engaged with L&D to facilitate
the same. Besides in-house training programs, L&D also nominated staff for external trainings offered by
NIBAF(SBP), IBA-CEIF and Pakistan Institute of Corporate Governance.

Promotion and Marketing of Islamic banking products & services

Bank is in progress of transforming its corporate identity brand and during this period, various marketing promotional
materials including TVCs were reviewed and approved by Shariah Board. In addition, keeping in view the Bank’s
growing Islamic branch network, as well as its Islamic assets’ portfolio, the bank also increased its emphasis on
marketing of its Islamic Banking products and services.

Opinion of Shariah Board

While the Board of Directors and Executive Management are solely responsible to ensure that the operations of
Faysal Bank Limited, Islamic Banking are conducted in a manner that comply with Shariah principles at all times, we are
required to submit a report on the overall Shariah compliance environment of Faysal Bank Limited, Islamic Banking.

To form our opinion as expressed in this report, the Shariah Compliance Department of the Bank carried out
reviews, on sampling basis, of each class of transactions, the relevant documentation and process flows. Further,
we have also reviewed the reports of the internal Shariah audit and external Shariah audit.

Based on above, we are of the view that:

. The Islamic Banking Division of the Bank by and large complied with the Shariah rules and principles in the light of
resolutions / Fatawa, rulings and guidelines issued by the SB.

During review, matters requiring corrective measure have been noted and were resolved by the Management or
ensured to be rectified in future. Subject to the foregoing, in our opinion the affairs of the Islamic Banking Division
have been carried out in accordance with the directives, regulations, instructions and guidelines related to Shariah
compliance issued by the SBP.

. The Bank has a comprehensive mechanism in place to ensure Shariah compliance in their overall operations.
Bank has a well-defined system in place in the form of Shariah Compliance Review and Internal Shariah Audit to
ensure that the earnings realized from sources or means prohibited by Shariah are credited to charity account and

properly utilized for charitable purposes.

. The allocation of funds, profit and loss distribution and pool management is in accordance with Shariah Rules &
Principles and Pool Management guidelines of SBP.

L&D unit of the Bank is actively pursuing the training and development of human capital on Islamic Banking &
Finance through various training programs to enhance the awareness of staff, Management and BOD for the

products and processes of the Bank and importance of Shariah compliance.

. The SB has been provided with adequate resources, enabling it to discharge its duties effectively.
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Recommendations from Shariah Board
Based on the above, we recommend that:
. The efforts of Management and other support functions toward conversion are appreciated. However, to ensure
smooth conversion process, non-convertible financing portfolio should be identified and exit strategy should be

devised for the purpose.

. Although pool management and profit distribution has been automated to a certain extent, the system needs to be
upgraded further.

. Efforts should be enhanced towards the conversion of SME and Agriculture finance.
. The bank should develop an effective mechanism for its staff to acquire and retain Islamic banking trainings besides
increasing its efforts for spreading awareness through customized training programs / seminars for customers and

general public on Islamic Banking.

And Allah Subhanahu-wa-Taa’la knows the Best

% t “-L
)ﬁ'-‘w
Mufti Muhammad Abdullah Dr. Mufti Khalil Ahmad Aazami Mufti Muhammad

Resident Shariah Board Member Shariah Board Member Mohib ul Haqg Siddiqui
Chairman Shariah Board

Dated: January 27, 2020 | 01 Jamadi us Sani, 1441 A.H.
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Statement on Internal Controls

This statement is presented to comply with the instructions of the State Bank of Pakistan (SBP) issued vide BSD
Circular No. 07 dated May 27, 2004 “Guidelines on Internal Controls” and OSED Circular No. 01 of 2014 dated
February 07, 2014 “Instructions on Internal Controls over Financial Reporting (ICFR)”.

The Management of Faysal Bank Limited is responsible for establishing and maintaining adequate and effective
internal control system in the Bank.

The management of the Bank fully recognizes this responsibility, appreciates its value and significance; therefore,
has designed the Bank’s Internal Control Program to provide reasonable assurance on the reliability of financial
reporting, effectiveness of the operations and compliance with applicable laws and regulations. Although, the Internal
Controls Program is effectively implemented and monitored, there are inherent limitations in the effectiveness of any
system, including the possibility of human error or system failure, circumvention and overriding of controls. Accordingly,
even an effective internal control system can provide reasonable but not absolute assurance that the system’s
objective will be achieved.

Accordingly, policies and procedures encompassing various business and operational areas are in place, updated
and communicated across all pertinent levels of the organization. The policies are approved by the Board of Directors
and the procedures are approved by the Senior Management. The Bank’s internal audit function keep monitoring
of compliance with these policies and procedures and regularly apprises the management and the Board on the
same through Board’s Audit and Corporate Governance Committee.

The management of the Bank has instituted an Internal Control and Monitoring Unit (ICMU) for the conduct of
on-site and off-site reviews of the processes in head office as well as in the branches. ICMU monitors and identifies
gaps in the day to day operations and ensures prompt corrective actions. Further the ICMU ensure compliance of
policies approved by the Board of Directors and the procedures as approved by the senior management and
implements sound control procedures to maintain a suitable control environment.

The management takes remedial measures to address weaknesses identified by ICMU, internal and external auditors.
These remedial measures, which include improvements in internal controls to ensure non recurrence of those
exceptions and are monitored by the Compliance Committee.

Additionally, the Bank has completed all stages of the ICFR roadmap, issued vide BSD Circular No. 05 dated
February 24, 2009 of the State Bank of Pakistan (SBP). The Bank has adopted the “COSO Internal Control Integrated
Framework” in relation to its internal control program in order to ensure consistency in the process of compliance
with SBP’s Internal Control Guidelines involving documentation, risk assessment, gap analysis, controls testing and
controls implementation. In the year 2017 State Bank of Pakistan granted exemption for submission of Long form
Report through external auditors. Furthermore, as per the instructions of State Bank of Pakistan on the subject,
Audit Committee of the Board will submit the annual assessment report on efficacy of the ICFR to OSED for the
year ended December 31, 2019 within regulatory timeline.
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The management is confident that through adoption of these measures, the Bank’s internal control environment is
maintained at a satisfactory level.

The Board of Directors endorses the above stated management’s evaluation of internal controls and ICFR program.

Yousaf Hussain
President & CEO

Karachi
Dated: February 13, 2020
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Remuneration Policy Disclosures

A) Directors’ Remuneration

Remuneration is very important for overall success of a Bank as it helps to attract high quality professionals. Given that
remuneration system is a key element in creating value, therefore, FBL Board has adopted the following principles for
fixation of remuneration of FBL’s Directors:

« Analyze the increase in the Role and Responsibilities of the BOD,

» Market practices local and international and comparison with the peers,

- Long-term value creation by attracting and retaining the best professional.
« Ensure equity and competitiveness with the market;

« Ensure transparency in the remuneration process/procedure.
Remuneration for the Non-executive and Independent Directors

Directors are paid attendance fees as remuneration for attending a board or committee meeting and are also
reimbursed all expenses incurred on or in relation to travelling and lodging for attending a board or committee
meeting.

The Board at the time of constituting or appointing may in its discretion fixes remuneration for attending the meetings
of specially formed task force of the Board Members and for the attendances by a director for the special assignment
entrusted to him/her.

The remuneration paid to Directors are disclosed in this Annual Report.

B) Shariah Board Members’ Remuneration
Shariah Board members are provided a monthly fixed remuneration comprising of base salary and allowances/other
benefits along with award of Bonus on the basis of their performance, as per their respective employment contracts.

The Other Benefits may include expense allowances/reimbursements, medical care, life insurance, etc. Further,
Chairman Shariah Board is also entitled to a company maintained car.

C) Employees’ Remuneration

The Bank has developed a fair, objective, transparent and sound Remuneration Policy that is aligned with risks and
responsibilities of Financial Intermediation.

Scope of the Policy
The scope of the policy covers all employees across the Bank who are materially responsible for risk taking or risk

controlling activities. All other individuals who do not fall within the criteria of Material Risk Takers (MRTs) and Material Risk
Controllers (MRCs) are governed through the Bank’s Human Resource (HR) Policy.

Objectives of the Policy
Following are the main objectives of Remuneration Policy:

« To promote and be consistent with sound and effective risk management and not encourage risk-taking that exceeds
the risk thresholds of the Bank;

« To ensure that the remuneration practice is in line with the Bank’s objectives, taking into consideration all major risks that
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the Bank may face, and promotes and supports long-term performance;

- To align remuneration with risk appetite and with the conduct expectations of the Bank, regulators and stakeholders;
and

- To attract, retain and motivate highly qualified employees, but also reward those who promote corporate values with
incentives correlated to the long term value generation.

Governance Framework

The Bank’s Governance Framework with respect to the remuneration policy aims at guaranteeing an appropriate control on
remuneration practices, ensuring that decisions are taken with sufficient independence and in an informed way, by such
authorities and functions, to which different responsibilities are delegated.

- The Board of Directors (BOD) review, approve and monitor implementation of the Bank-wide remuneration policy, based
on the recommendations of Recruitment, Nomination and Remuneration Committee (RNRC). In addition, the BOD through
RNRC, review remuneration structure including composition of fixed and variable remuneration of President & CEO, Chief
Operating Officer (COO) and Senior Management.

« The RNRC oversees the Bank’s remuneration program along with its other approved Terms of Reference. One of its key
responsibility is to approve the list of employees identified as MRTs and MRCs, in accordance with the specified criteria.

« The President & CEO and COO with the support of HR develop and implement Remuneration policy amid review and
recommend compensation structures of the Senior Management Team and approve structures for other MRTs/MRCs. The
President & CEO and COO also review and recommend to RNRC, malus application for withholding deferred
compensation of MRTs/MRCs (including Senior Management), in case of any event resulting in loss to the Bank that is
directly attributable to the respective MRT/MRC.

« The Business groups and support functions provide adequate support to HR in implementation of this policy.

« HR bears primary responsibility for the development, dissemination, coordination and consistent application of the
Remuneration policy. Some of its key responsibilities include; Determination of compensation structures, deferrals
percentages and periods for all MRTs and MRCs; and Finalization of the deferral pool mechanism by establishing the fund,
appointing its trustees and ensuring close coordination with the trustees for deferral compensation management.

MRT/MRC inclusion criteria:

The inclusion criteria have been developed in accordance with the Guidelines and applicable best practices and comprise of
two sections, namely, the Qualitative MRT/MRC inclusion criteria and the Quantitative MRT inclusion criteria.

Qualitative Inclusion Criteria

The following qualitative criteria has been applied for identification of MRTs
« President & CEO and COO;

» Members of the Senior Management;

«  Members of critical Management Committees; and

« Heads of critical functions responsible for managing business amid risks and controls.
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Quantitative inclusion criteria

The Bank has carried out detailed assessment of individuals subjecting the Bank to significant risks. The materiality of
significant risks has been determined through the quantitative criteria for each major risk type i.e., i) Credit Risk; i) Market
Risk; iiiy Operational Risk; iv) Liquidity Risk; and v) Financial Expenditure Approval Authority.

Annual MRT/ MRC assessments

HR conducts risk assessments for identification of MRTs and MRCs as per the quantitative and qualitative criteria and present
to the President & CEO for review and recommending to the RNRC for approval.

Compensation structure:

The Bank offers a compensation structure with a balanced mix of fixed and variable elements, in order to encourage
behaviors focused on achievement of long-term sustainable results, as detailed below: -

a) Fixed remuneration

Fixed remuneration comprises of base salary (including annual increment therein) and role-based fixed allowances, if
applicable. Fixed remuneration does not vary with performance and is payable, in accordance with HR Policies.

b) Variable performance based remuneration

Variable remuneration takes into account Bank’s performance, Group’s performance, business unit/ product’s
performance and individual’s performance. Underachievement of financial performance, taking excessive or undue
risks, customer experience, audit/internal controls/compliance issues etc. are generally considered for determining
risk-adjusted variable remuneration.

c) Fixed and guaranteed bonuses

Fixed and guaranteed bonuses are not consistent with the pay for performance and alignment of risks with
compensation, hence these types of bonuses are not allowed for MRTs and MRCs.

d) Other benefits

Other benefits are awarded on the basis of individual employment contracts and local market practices. These may
include staff loans, expense allowances/ reimbursements, life insurance, medical care and relocation allowances etc.
These benefits shall not be subject to deferment requirements for MRTs and MRCs.

e) Sign-on/ Joining bonus

Sign-on/ joining bonus, paid to new recruits as bonus within 12 months from joining the institution, is considered as
variable pay, and is granted only in exceptional cases in accordance with the relevant HR policies.

f) Severance pay

Severance pay means any payment made to any employee at the time of his/ her retirement/ separation/ or
termination of contract, over and above his/ her normal retirement/ separation/ termination benefits or dues (e.g.
gratuity, provident fund, pensions etc.). It shall not be applicable in normal circumstances. However, the Bank may
consider this in abnormal situation of an employee and be considered as part of fixed pay.

Performance measurement of MRTs and MRCs
Performance management is a core people management process at FBL which aligns individual performance objectives with

the Bank’s strategy and priorities, to achieve sustainable and successful performance. Significant points of Performance
Management are given below:
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a) Introduction of Risk-adjusted Balanced Scorecards for performance evaluation of MRTs/ MRCs

FBL has developed risk-adjusted balanced scorecards for all MRTs and MRCs for their performance measurement,
which ensure establishing a correlation between and alignment of risks and rewards. These scorecards are prepared
at individual levels, incorporating various financial, non-financial/ qualitative and risk-adjusting factors.

The performance measurement through risk-adjusted balanced scorecards is also subject to application of an
overriding/adjusting factor by the relevant scoring authorities/ assessors to account for any circumstances not in
control of the individual MRT/MRC whose performance is being assessed, or where the assessor determines that the
overall performance or performance against any major factor or category has not been satisfactory. In such a scenario,
the assessor may apply overriding factor by giving a separate (higher or lower) factor/ category score or overall
score/performance rating.

In addition, the assessor may also consider reducing, or zero rising the variable compensation of the individual
MRT/MRC, in case the individual does not achieve reasonable minimum/hurdle score in any of the critical factor,
category or on an overall basis. In addition to reducing or zero rising variable compensation, disciplinary action may
also be initiated in case of significant adverse performance against any risk adjusting factor.

b) Deferral mechanism

A certain portion of variable compensation of the MRTs and MRCs is subject to mandatory deferrals for a defined
period, thus creating alignment between the employees’ and stakeholders’ interests and reinforcing that
compensation is appropriately linked to longer-term sustainable performance.

c) Deferral period & percentages

The deferred amount is withheld for a defined period whereas remaining portion of the variable compensation is paid
upfront to the MRT/MRC. The deferred remuneration vests proportionately over the deferral period following the year
of variable remuneration award. The deferred portion of the variable remuneration along with the interest accrued is
paid to the MRT/ MRC on vesting, proportionally through yearly installments, during the deferred period in case no
malus triggers are applicable. In case of malus and where accountability has been determined in accordance with the
conduct & accountability framework of the Bank, the entire or certain portion of the deferred remuneration is withheld
and not paid to the MRT/MRC on its becoming due.

d) Settlement of deferred remuneration

As mentioned above, the amount withheld is paid proportionately during the deferral period, even if that individual is
no more an employee of the Bank. The Bank continues to make payment of the deferred amount proportionately for
the remaining deferral period, regardless of whether the employee has resigned, or has been retired or terminated,
except in case of malus. However, the entire deferred remuneration is paid immediately in the event of death.

Disclosure related to appointment and scope of work of external expert(s)

The Bank engaged an external consultant for assistance in implementation of the SBP’s Revised Guidelines on Remuneration
Practices. Following are the major activities performed by the consultants:

« ldentification of Material Risk Takers (MRTs) and Material Risk Controllers (MRC)

» Development of risk-adjusted balanced scorecards for all MRTs and MRCs

« |dentification of areas for improvement in existing business, operational, HR, risk etc.
« Development of Bank-wide remuneration policy

The Bank has in place processes to ensure that the consultants were independent, and no conflict of interest existed with any
of the Bank's Board member or any of its key executive.
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Directors’ Report

Unconsolidated Financial Statements

On behalf of the Board of Directors, we are pleased to present the Directors’ Report of Faysal Bank Limited (“FBL” or “the
Bank”) along with Audited Financial Statements and the Auditors’ Report thereon for the year ended December 31, 2019.

Company Profile

FBL was incorporated in Pakistan on 3rd October 1994 as a public limited company and its shares are listed on the Pakistan
Stock Exchange. FBL offers a wide range of modern banking services to all customer segments, i.e. Retail, Small & Medium
Sized Enterprises, Commercial, Agri-based and Corporate.

Over the past couple of years FBL has been prudently expanding its outreach to customers by opening new branches. The
Bank’s footprint now spreads over 200 cities across the country with 555 branches. In line with FBL's strategy of transforming
itself into a full-fledged Islamic bank, 75% of its branches are now offering dedicated sharia-compliant banking services.
Alongside branch expansion, FBL is investing in technology to provide innovative, convenient and secured financial solutions
to its clientele.

Economic Update

The economy has begun to show signs of stabilization in the second quarter of FY20 as Pakistan’s decision to approach
International Monetary Fund (IMF) and switch to market-based exchange rate mechanism posted encouraging results. The
current account balance posted a surplus in October’19 for the first time in roughly four years, primarily owed to declining
imports. That said, a dip in consumer confidence due to elevated inflation and subsequent higher interest rates is likely to
constrain consumer spending. Further, on December 2, 2019 Moody’s upgradation of Pakistan’s credit rating outlook from
negative to stable, and affirmation of its B3 rating, due to positive assessment of the current account and progress on fiscal
reforms helped restore foreign investors’ confidence as can be reflected in the subsequent Special Convertible Rupee
Accounts (SCRA) reports. Moreover, on December 6, 2019 the approval from the Asian Development Bank of USD 1.3 billion
loan to Pakistan lends support to the domestic economy and strengthened foreign exchange reserves.

Although, Pakistan's economy moved progressively along the adjustment path, inflation remained stubbornly high and
reached the highest level during the last seven years. The average headline inflation for the 6MFY20, using the new base year
(2015-16) in the Consumer Price Index (CPI) calculation methodology, clocked in at 11.10% as compared to 11.72%
calculated using the old base (2007-08). These developments are broadly resultant of adjustment in utility prices and the
rising food prices, which are expected to be temporary. In FY20, it is expected to hover in the range of 11-12%. As a result,
the Monetary Policy Committee (MPC) in its latest meeting held in November’'19 has kept policy rate unchanged at 13.25%.

Fiscal consolidation on account of broad-based tax reforms and control over public expenditure has helped gain traction to
some extent. FBR will have to adopt innovative approach to achieve its uphill revenue collection target for FY20. On the
financing front, the government has strictly adhered to its commitment of zero fresh budgetary borrowing from State Bank of
Pakistan (SBP), which has not only helped the government meet its continuous performance criteria prescribed in the IMF
program, but also bodes well for the inflation outlook. The government hopes to offset the shortfall in annual FBR tax
collection target with non-tax revenue such as surplus profit of SBP and privatization proceeds.

On the external front, the Current Account Deficit (CAD) position improved considerably. After posting a surplus in Oct’19,
CAD during July-Nov FY20 stood at US$ 1,821 million as compared to US$ 6,733 million during the same period last year. A
reduction of 72 percent in CAD was primarily driven by contraction in imports, which fell from US$ 23,218 million to US$
18,311 million.

Growth is projected to decelerate in FY20, dragged by slowing private consumption due to higher taxes and tight monetary
conditions. In addition, weak public finances and geopolitical tensions pose downside risks to the outlook. The government is
confident about avoiding black list of FATF in February 2020. That said, ongoing reforms should revive business confidence
and support investment in the FY20.
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Bank’s Performance:

Conversion to Islamic

Alhamdulillah Faysal Bank continued on its mission towards full conversion into an Islamic Bank, whereby it opened 100 new
Islamic branches and also converted 59 conventional branches to Islamic. By virtue of this strategy of growth coupled with
active conversion efforts, Faysal Bank ended 2019 with 414 Islamic branches (including 1 sub-branch) out of a total of 555
branches. It translates into aimost 75% of the network being fully Islamic, with Islamic branches spread all across Pakistan.

Faysal Bank, Masha'Allah, is now one of the biggest Islamic Banks in Pakistan. The Bank, through its committed and
dedicated Islamic Banking product team and renowned Shariah scholars has developed a full suite of Shariah compliant
products and solutions for Corporate, Commercial, SME and Retail customers. The Islamic banking conversion team has also
ensured seamless conversion of conventional banking accounts to Islamic through required developments in our core
banking system coupled with changes in processes and procedures, while fully adhering to regulatory guidelines.

The Bank has also led many Islamic Project and Structured Finance transactions, establishing itself as a lead player,
specializing in Islamic Investment Banking. It has also pioneered many tailor-made customer specific solutions, including
Short Term Islamic Commercial paper and Islamic Energy Sukuk.

Development and training of Human resources specialized in Islamic Banking has been another area of focus, whereby entire
population of the Bank has gone through multiple training sessions on both fundamentals of Islamic Banking and specialized
advanced level trainings. The entire senior management of the Bank, including the President & CEO of the Bank, have also
gone through detailed Islamic Banking training sessions.

Islamic Code of Conduct was also rolled out, in order to deepen the Islamic value system and to embed Islamic culture across
the Bank. Focused efforts are being put in to transform the ambiance of the branches to reflect Islamic heritage & designs.

Islamic Banking focused brand transformation including introduction of new branding followed by an effective advertising
campaign has further entrenched our brand and positioning as a progressive and forward looking Islamic Bank. Insha’Allah
Faysal Bank, during 2020 and beyond will maintain its strategy of responsible and paced up conversion into Islamic, while
preserving stakeholder value including our customers and shareholders.

Project Financing & Syndication

FBL remained an active player in the market and provided loan to its customers to meet their short term, trade and long-term
financing requirements of its clients. We actively participated in project financing and were the lead advisor, arranger in many
syndications. Some of the significant deals closed during the year are listed below:

° FBL has been honored with Asset Triple A Asia Infrastructure Awards “Utility Deal of the Year” June 2019 and Asian
Banking and Finance Syndicated loan of the Year-Pakistan June 2019 award for being the mandated lead arranger for
facility of PKR 25 billion in combination of conventional and Islamic mode of financing for the largest electricity
generation, transmission and distribution company of the country.

° FBL has been honored with Asset Triple A Asia Infrastructure Awards “Transport Deal of the Year” June 2019 for
arranging PKR 10.5 billion under the Islamic and Conventional mode of financing for the largest state-owned marine
transportation company of Pakistan.

o FBL, acting as mandated lead advisor and arranger successfully closed a first ever shariah compliant Pakistan Energy
Sukuk having Statutory Liquidity Reserve eligibility amounting to PKR 200 billion.

o FBL acted as lead arranger in a syndicated long-term project finance facility of PKR 19.6 billion for the construction
and development of a 330MW coal fired power project set-up under IPP mode.

Annual Report 2019 | 91



° FBL acted as lead arranger in a syndicated long-term project finance facility of PKR 18.9 billion for the construction
and development of a 330MW coal fired power project set up under Independent Power Producer (IPP) mode.

° FBL acted as mandated lead arranger for a syndicated long-term project finance facilities aggregating to PKR 9.7
billion for the construction, operation and maintenance of two wind power projects of 50 MW each. These projects
will not only meet the growing energy demand but also contribute towards cleaner and greener environment in the
country.

o FBL as mandated lead arranger successfully closed Shariah compliant commercial paper issue amounting to PKR 8
billion for the largest electricity distribution company of the country.

Retail Banking

To facilitate customers and provide banking services to them at their doorstep is the cornerstone of our retail banking
strategy. With this strategic objective in mind the Bank embarked on its biggest ever branch expansion during the year with
opening of 100 new branches.

With a view to offering innovative products to its customers Retail banking launched various initiatives and products during
the year, some of these are given below:

° Faysal Islamic Rehmat Account was launched to facilitate customers with an unparalleled suite of fee waivers and
value-added features underpinned by Shariah guidelines. This account offers a unique opportunity to customers of
contributing towards charitable causes.

° Tez Tareen Remittance Account was developed to enable overseas Pakistanis to send remittances to their loved
ones in the quickest and safest way with added account benefits.

o Payroll product proposition was further strengthened with added account features including exclusive rates on
consumer finance products. Going forward the bank intends to further enhance its payroll product by improving and
digitizing the onboarding and cross-sell process through advanced data insights and value-added services for our
corporate clients.

In addition to the above branch-led SME model has started yielding positive results in the form of mobilization of additional
deposits and provision of quality services to our SME clients tailored to their business needs.

On the financing side various campaigns and customer-focused initiatives were launched during the year aimed at increasing
consumer finance portfolio. As a result of these initiatives the Bank was able to generate targeted volume in preferred
segments and products.

Digital Banking Initiatives

Digital Banking is actively working as a bridge between business and information technology stakeholders, creating a digital
first mindset with a key focus on enhancing customer experience and ease of banking in line with the strategy. A digital
workgroup platform has been established for all stakeholders to obtain approvals, request status and take decisions
cohesively. The Bank has recently become the first bank in Pakistan to partner with Ripple Net with the objective of
facilitating fast, secure and convenient cross border inward remittances. Digital banking is also targeting other ecosystem
players in creating partnerships and rethinking operational competencies for a reliable, fast and efficient user-driven model.

Human Resource

FBL believes that committed employees are the key in building a sustainable and productive organization. They help build
customer loyalty by providing world class services fully meeting customer expectation. Customer satisfaction remains to be
our top-most priority. This can be achieved by ensuring that the organization attracts, retains and develops great talent by
creating an enabling, empowering and growth-oriented environment.
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The Bank focused on encompassing following key pillars as part of HR’s strategic priorities and initiatives:

° Raise the bar on performance

o Acquire and deploy talent

° Retain talent

° Build leadership capacity and capability
° Optimize the way we work

° Islamic conversion

In this context, talent management framework was designed, developed and implemented Bank-wide through talent
identification, career progression, role competency, succession planning and attrition management.

In order to achieve the strategic objectives, an Employee initiative namely, “We Care” has been launched in 2019. It is a
program focused on all the FBL's employees. It ensures constant efforts by the Bank to establish FBL as the Employer of
Choice. Accordingly, the Bank has increased its focus on employees’ career and professional growth plans, pay for
performance, special incentives, job enrichment through internal placements and training.

Further, under the “We Care” initiative, ‘Humaray Sitaray’ Talent program was also launched, which encompasses the entire
FBL population. It is a performance driven talent and career development program, for the best performing employees. In
the first phase, focus has been on front line, whose top performing employees have gone through accelerated development,
growth and rewards program for their consistent performance through HR'’s Talent Management platform.

A staff onboarding enhancement programme was launched with the objectives of reducing time to productivity of new
joiners, provide them with a welcoming experience upon joining the Bank and help them integrate into Bank’s systems and
culture seamlessly.

Internal hiring framework has been rejuvenated to provide staff with career opportunities within the Bank as well as provide
career progression to all staff. Jobs are being regularly published through email to all employees and eligible ones are
shortlisted and transferred.

Based on the above mentioned initiatives, FBL secured “The Best Place to Work - Most Improved Score” Award.

Learning & Development Department followed a four-pillar learning strategy;

° Islamic Skill Development

° Managerial and Leadership Development
° Sales & Service Transformation

° Regulatory & Technical Training

In this context, a detailed training need assessment exercise was conducted and identified resources were provided different
trainings in classroom and online during the year.

Environmental Stewardship

The Bank has developed a comprehensive ‘Green Banking Policy’. The objective of this policy is to inculcate environmental
consciousness in the employees of the Bank and its clients, as part of organizational culture. The Policy includes a
framework for:

° Extending financing facilities to customers to help them in reducing carbon emission.
° Adopting environment friendly policies and practices in the Bank.
° Awareness for the bank’s customers.
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The Policy inter-alia includes: Environmental Risk Management (EnvRM) framework for extending financing facilities to the
customers; areas where Bank can facilitate customers to reduce their carbon footprint; and ways to reduce Bank’s own
impact on the environment.

In order to conduct risk categorization of its borrowing customers and gauge environmental impact of lending operations,
the Bank has implemented Environmental Risk Rating (ERR) model. Furthermore, to create awareness on the environmental
issues, regular trainings were conducted for the employees of the Bank. The Bank is also making effort to reduce its own
carbon footprint and as a result has taken multiple initiatives leading to environment friendly operations. All the new
equipment being procured for branches is energy star compliant. Energy efficiency has been at the core of decision making
while shortlisting vendors and equipment to replace chillers and elevators at different locations. The Bank is also in the
process of initiating LEED Certification program in flagship branches, which will help the Bank to gradually adopt global best
practices.

A detailed Green Banking Initiative has also been developed with Karachi Relief Trust — a project that envisages plantation
near Bank’s Islamic branches & some nearby mosques. In the case of mosques, this initiative will involve recycling of wudu
water for plantation. Regular monitoring of plants will also be the part of this initiative.

Corporate Social Responsibility (“CSR”)

FBL is fully cognizant of its responsibility to contribute due share to social causes. Faysal Bank makes donations on an
ongoing basis to Wagf Faisal, a duly registered Non-Profit Organizations (NPOs) to support charitable causes. Wagf Faisal
reaches out to well reputed NPOs engaged in education, social welfare and health care sectors to play a part in developing a
more inclusive and equitable society.

Financial Highlights

(Rs in million)

Balance Sheet 2019 2018 Growth
Investment 204,069 214,186 (4.7%)
Financing 309,573 296,445 4.4%
Total assets 629,853 599,914 5.0%
Deposits 457,789 409,384 11.8%
Profit and Loss Account

Total revenue 28,368 22,859 24.1%
Non markup expenses 17,333 15,079 14.9%
Profit before tax and provision 11,035 7,780 41.9%
Net provision 843 (422) (299.8%)
Profit before taxation 10,192 8,202 24.3%
Taxation (4,151) (3,365) 23.4%
Profit after taxation 6,041 4,837 24.9%
Earnings per share (rupees) 3.98 3.19

The network expansion and optimization strategy to grow business and profitability is starting to yield desired results. Your
Bank, despite very challenging business environment due to slow down in economy, achieved a strong growth of 11.8% in
deposits during the year to close 2019 at PKR 457.8 billion. This growth was driven primarily by increase in Islamic banking
deposits of PKR 49.7 billion.

The bank has a healthy Advances to Deposit Ratio and therefore, on the financing side net advances growth was managed
at 4.4% to PKR 309.6 billion. Total assets of the bank increased to PKR 629.9 billion. Capital Adequacy Ratio of 19.14% as
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at December 31, 2019 well above the regulatory requirement of 12.5% shows the balance sheet strength of the bank and
the commitment of the sponsors to provide capital for future growth.

The increase in prevailing interest rates coupled with efficient deposit mobilization led to a healthy rise of 29.8% in net
markup income. Non markup income increased by 10.1% over corresponding year. This was achieved despite a significant
drop of Rs. 630 million in gain from securities primarily owning to bearish trend in the stock market during most part of the
year. Due to opening of 100 branches, operating expenses increased by 15.2% to PKR 17.1 billion. As a result, profit before
provisions posted a robust growth of 41.8% to PKR 11.0 billion. Due to a slight deterioration in non-performing loan ratio
and decline in market value of some equity investments, the bank had to record provisions of PKR 843 million during the
year under review as compared to net reversal of PKR 422 million during 2018.

Consequently, profit after tax for 2019 is PKR 6.041 billion or 24.9% higher than last year and earnings per share also
improved from PKR 3.19 to PKR 3.98.

Appropriations

The directors in their meeting held on February 13, 2020 have proposed bonus share @ Nil% i.e. Nil million shares (bonus
share 2018: Nil %), in respect of year ended December 31, 2019.

Investment in Faysal Asset Management Limited

Your Bank had acquired 99.99% interest in Faysal Asset Management Limited (FAML) last year and has already injected
share capital of PKR 280 million in FAML bringing it in line with regulatory requirements. The Bank, after getting regulatory
approvals, intends to provide further capital support of PKR 500 million to FAML to fully realize the potential of this
subsidiary.

Outlook

Going forward FBL will continue to invest in network expansion and work towards improving efficiencies to enhance deposit
share. Alhamdulilah, FBL is creating history by undertaking one of the largest global conversions of a Conventional Bank into
an Islamic Bank. By the end of 2020 FBL is targeting around 89% of its branch network to be Sharia Compliant.

Alongside investment in branch infrastructure, the Bank is focused on providing innovative digital services and will continue
to invest in new technologies to improve FBLs digital offerings.

Corporate Governance

The Bank is fully compliant with the requirements of the Listed Companies (Code of Corporate Governance) Regulations,
2019 (hereinafter called ‘the Code’). As per requirement of Regulation 36, a Statement of Compliance with the Code along
with the auditor’s review report thereon forms part of this Annual Report.

The Board of Directors:

Bank’s Board comprises of a mix of individuals representing shareholding institution, independent directors and President
and CEO of the Bank. All the directors of the Board meet the eligibility criteria laid down under the Companies Act, 2017, the
Code and the Prudential Regulations issued by the State Bank of Pakistan. Directors are elected for a period of three years
upon expiry of which elections are held to appoint a new Board in accordance with the law. Any causal vacancy is filled in as
per a well-defined procedure approved by the Board in accordance with Law.
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The total number of the Directors is ten as per the following details.

Gender Number
Male 10
Female Nil

The Board of Directors comprises of the following Members:

Category Name
Independent Directors Mian Muhammad Younis
Mr. Fuad Azim Hashimi
Mr. Ali Munir
Non-Executive Directors Mr. Farooq Rahmatullah Khan (Chairman)

Mr. Ahmed Abulrahim Mohamed Abulla Bucheery (Vice Chairman)
Mr. Juma Hasan Ali Abul

Mr. Imtiaz Ahmad Pervez

Mr. Abdulelah Ebrahim Mohamed AlQasimi Abdulla

Mr. Abdulaziz Ali Taleb

Executive Director Mr. Yousaf Hussain (President & CEQO)

Committees of the Board:
The details of the Board Committee and the names of their members are given below:
Audit and Corporate Governance Committee

Board Audit and Corporate Governance Committee comprises of three members having extensive financial management
experience. The Chairman of the committee is an independent director. The Committee comprises of the following Board
members:

S. No. Name Status

1 Mr. Mian Muhammad Younis Chairman
2 Mr. Juma Hasan Ali Abul Member
3 Mr. Ali Munir Member

Risk Management Committee

Board Risk Management Committee is responsible to ensure that all the risks and uncertainties are adequately managed by
the Bank. The Committee comprises of four members having rich experience in banking and risk management. The
Chairman of the committee is a non-executive director. The Committee comprises of the following Board members:

S. No. Name Status

1 Mr. Imtiaz Ahmad Pervez Chairman
2 Mr. Abdulelah Ebrahim Mohamed AlQasimi Member
3 Mr. Abdulla Abdulaziz Ali Taleb Member
4 Mr. Yousaf Hussain Member

Recruitment, Nomination and Remuneration Committee

Board’s Recruitment, Nomination and Remuneration Committee reviews the human resource structure of the Bank and
ensures that the human resource strategy is aligned with overall strategy of the Bank. The committee comprises of five
members having diversified experience. The Chairman of the Committee is a Non-Executive Director. The Committee
comprises of the following Board members:
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S. No. Name Status

1 Mr. Ahmed Abulrahim Mohamed Abulla Bucheery Chairman
2 Mr. Juma Hasan Ali Abul Member
3 Mian Muhammad Younis Member
4 Mr. Fuad Azim Hashimi Member
5 Mr. Ali Munir Member

Strategy Committee

The Board’s Strategy Committee helps the Board and the management in setting up the strategic direction of the Bank and
monitors the implementation of the Board’s approved strategies. The Committee comprises of five members and is chaired
by a Non-Executive Director who is also the Chairman of the Board. The Committee comprises of the following Board
members:

S. No. Name Status

1 Mr. Faroog Rahmatullah Khan Chairman
2 Mr. Ahmed Abulrahim Mohamed Abulla Bucheery Member
3 Mr. Juma Hasan Ali Abul Member
4 Mr. Fuad Azim Hashimi Member
5 Mr. Yousaf Hussain Member

IT Committee

The Board’s IT Committee is responsible to ensure that the Bank has a reliable, efficient and secure IT infrastructure to
service its customers and efficiently carry out its operations. The Committee has four members and its chairman is an
independent director. The Committee comprises of the following Board members:

S. No. Name Status

1 Mr. Ali Munir Chairman
2 Mr. Abdulelah Ebrahim Mohamed AlQasimi Member
3 Mr. Abdulla Abdulaziz Ali Taleb Member
4 Mr. Yousaf Hussain Member

Performance Evaluation of Board of Directors

In line with the best practices of the corporate governance FBL's Board since 2012 has conducted self-evaluation exercise
on an annual basis by engaging Pakistan Institute of Corporate Governance (PICG) as an external facilitator which is the lead
on Corporate Governance and has a team of consultants to conduct board evaluations for companies and banks. SBP
Guidelines on Performance Evaluation of Board of Directors were implemented in August 2016 and subsequently, FBL's
Board in compliance thereof has conducted its self-evaluation for the year 2019 by engaging PICG. The evaluation covered
various aspects of the performance of the Board including but not limited to: Board’s role, Committees’ performance,
Training, Strategy, Risk Management, and Board Meetings. The evaluation covered:

° The Board as a whole
° Individual Director (Independent, Non-Executive and CEO)
o Board Committees
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The evaluation was carried out using quantitative method, based on subjective assessment, and was conducted via
questionnaires developed by the consultants in conformance with the State Bank of Pakistan’s Guidelines on Performance
Evaluation of Board of Directors. The quantitative technique has the advantage of being specific and measurable.
Measurement scale used in FBL's board evaluation is the summated rating on a scale of 1-10 depending on how strongly
they agree or disagree with a given statement. The use of this method ensures specific and measurable data that can be
benchmarked over time.

Remuneration Policy

Disclosures relating to remuneration policy as required under BPRD circular 1 of 2017 dated January 25, 2017 are included
separately in this Annual Report.

Risk Management Framework

Risk Management Group (RMG) is organized under the Chief Risk Officer (“CRO”) who is independent from the Bank’s
operations. CRO has been authorized by the Board of Directors (BoD) to implement a Risk Management Framework across
the Bank. Risk Management Framework covering the major risks and uncertainties faced by the Bank and how these are
managed is elaborated in Note 44 of the Financial Statements.

Statement of Internal Control

The Board of Directors fully recognize its responsibility to ensure that a system of sound internal controls is established,
which is fully implemented and maintained at all levels within the Bank. The Board is pleased to endorse the statement made
by the management relating to internal controls. The system of internal controls is sound in design and has been effectively
implemented and monitored. The management’s statement on internal controls is included in this Annual Report.

Pattern of Shareholding

The pattern of shareholding and categories of shareholders of the Bank as at December 31, 2019 is separately presented in
this Annual Report.

Credit Rating

VIS Credit Rating Company Limited and Pakistan Credit Rating Agency Limited (PACRA) have re-affirmed the following entity
ratings:

Long-Term AA

Short-Term Al+

Stable outlook has been assigned to the ratings by both the rating agencies.
Definitions of VIS for the assigned ratings are reproduced below:

“AA: High credit quality. Protection factors are strong. Risk is modest but may vary slightly from time to time because of
economic conditions.

Al1+: The Highest certainty of timely payment. Short term liquidity including internal operating factors and/or access to
alternative sources of funds; is outstanding and safety is just below risk-free Government of Pakistan short-term obligations.”
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Definitions of PACRA for the assigned ratings are reproduced below:

“AA: Very high credit quality. “AA” rating denotes a very low expectation of credit risk. It indicates very strong capacity for
timely payment of financial commitments. This capacity is not significantly vulnerable to foreseeable events.

A1+: Obligations supported by the highest capacity for timely repayment.”

Holding Company

lthmaar Bank B.S.C (closed), a banking entity regulated by the Central Bank of Bahrain is the parent company holding
directly and indirectly, 66.78% (2018: 66.78%) of the shareholding in the Bank. Ithmaar Bank B.S.C. (closed) is a wholly
owned subsidiary of Ithmaar Holdings B.S.C. and Dar Al-Maal Al-Islami Trust (DMIT) is the holding company of lthmaar
Holding B.S.C. and is the ultimate parent of the Bank. DMIT was formed by indenture under the laws of the commonwealth
of The Bahamas for the purpose of conducting business affairs in conformity with Islamic law, principles and tradition.

Auditors

The present auditors, A. F. Ferguson & Co., Chartered Accountants, will retire on the date of next Annual General Meeting
and are eligible for re-appointment. The Board’s Audit and Corporate Governance Committee in its meeting held on
February 12, 2020 has recommended appointment of A. F. Ferguson & Co, Chartered Accountants, as the auditor of the
Bank for the year 2020. The Board of Directors endorses the recommendation of the Audit Committee and recommends to
the shareholders the appointment of A. F. Ferguson & Co., Chartered Accountants, as the auditors of the Bank for the
financial year 2020.

Subsequent Events

No material changes or commitments affecting the financial position of the Bank have occurred between the end of the
financial year of the Bank and the date of this report other than disclosed in financial statements.

Acknowledgement

On behalf of the Board & Management of the Bank, we would like to take this opportunity to thank the shareholders and
valued customers for the trust they have reposed in the Bank. We are also grateful to the State Bank of Pakistan and
Securities and Exchange Commission of Pakistan for their continued support and guidance. We would also like to express
sincere appreciation for the Shariah Board and employees of the Bank for their dedication and hard work.

Approval

In compliance with the requirement of the Companies Act, 2017, this Directors’ Report with the recommendation of the
Board Audit and Corporate Governance Committee has been approved by the Directors in their meeting held on February
18, 2020 and signed by the Chief Executive Officer and a director.

—
=

President & CEO Chairman / Director

Karachi
Dated: February 13, 2020
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Independent Auditor's Report

To the members of Faysal Bank Limited
Report on the Audit of the Unconsolidated Financial Statements

Opinion

We have audited the annexed unconsolidated financial statements of Faysal Bank Limited (the Bank), which comprise the
unconsolidated statement of financial position as at December 31, 2019, and the unconsolidated profit and loss account, the
unconsolidated statement of comprehensive income, the unconsolidated statement of changes in equity and the
unconsolidated cash flow statement for the year then ended, along with unaudited certified returns received from the
branches except for 35 branches which have been audited by us and notes to the unconsolidated financial statements,
including a summary of significant accounting policies and other explanatory information 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 the
audit.

In our opinion and to the best of our information and according to the explanations given to us, the unconsolidated statement
of financial position, unconsolidated profit and loss account, the unconsolidated statement of comprehensive income,
unconsolidated statement of changes in equity and unconsolidated cash flow statement together with the notes forming part
thereof conform with the accounting and reporting standards as applicable in Pakistan, and, give the information required by
the Banking Companies Ordinance, 1962 and the Companies Act, 2017 (XIX of 2017), in the manner so required and
respectively give a true and fair view of the state of the Bank’s affairs as at December 31, 2019 and of the profit and other
comprehensive income, the changes in equity and its cash flows for the year then ended.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as applicable in Pakistan. Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the Audit of the
Unconsolidated Financial Statements section of our report. We are independent of the Bank in accordance with the
International Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants as adopted by the
Institute of Chartered Accountants of Pakistan (the Code) and we have fulfilled our other ethical responsibilities in accordance
with the Code. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the
unconsolidated financial statements of the current period. These matters were addressed in the context of our audit of the
unconsolidated financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate
opinion on these matters.

S.No. Key Audit Matters How the matter was addressed in our audit
1 Provision against advances:
(Refer note 11.4 to the unconsolidated financial

statements).

The Bank makes provision against advances on a time- | Our audit procedures to verify provision against
based criteria that involves ensuring all non-performing | advances included, amongst others, the following:
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S.No.

Key Audit Matters

loans and advances are classified in accordance with
the ageing criteria specified in the Prudential
Regulations (PRs) issued by the State Bank of Pakistan
(SBP).

In addition to the above time-based criteria the PRs
require a subjective evaluation of the credit worthiness
of borrowers to determine the classification of
advances.

The PRs also require the creation of general provision
for certain categories of advances.

The Bank has recognised a net charge of provision
against advances amounting to Rs. 645.343 million in
the unconsolidated profit and loss account in the
current year. As at December 31, 2019, the Bank holds
a provision of Rs. 24,237.675 million against advances.

The determination of provision against advances based
on the above criteria remains a significant area of
judgement and estimation. Because of the significance
of the impact of these judgements / estimations and
the materiality of advances relative to the overall
unconsolidated statement of financial position of the
Bank, we considered the area of provision against
advances as a key audit matter.

IFRS 16 Leases
(Refer note 3.8 to the unconsolidated financial
statements)

The Bank has adopted IFRS 16 Leases with effect
from January 1, 2019. IFRS 16 introduces a single on
balance sheet lease accounting model for leases
entered into by the lessees. A lessee recognises a
right-of-use asset representing its right of using the
underlying asset and a corresponding lease liability
representing its obligations to make lease payments.
On adoption of IFRS 16, the Bank has changed its
accounting policy for operating leases which are now
recognised on the statement of financial position. The
Bank has accordingly recorded right-of-use assets and
lease liability amounting to Rs 7,531.556 million and

AFFERGUSON&CO.

How the matter was addressed in our audit

We obtained an understanding of the design and tested
the operating effectiveness of key controls established
by the Bank to identify loss events and for determining
the extent of provisioning required against non-
performing loans.

The testing of controls included testing of:

= controls over correct classification of non-performing
advances on time-based criteria;

= controls over monitoring of advances with higher risk
of default and correct classification of non-
performing advances on subjective criteria;

= controls over accurate computation and recording of
provisions; and

= controls over the governance and approval process
related to  provisions, including continuous
reassessment by the management.

We selected a sample of loan accounts and performed
the following substantive procedures:

= checked repayments of loan / mark-up installments
and tested classification of non-performing loans
based on the number of days overdue; and

= evaluated the management’'s assessment for
classification of customers’ loan facilies as
performing or non-performing based on review of
repayment pattern, inspection of credit
documentation and through discussion with the
management.

We checked the accuracy of specific provision made
against non-performing advances and of general
provision by recomputing the provision amount in
accordance with the criteria prescribed under the PRs.

Our audit procedures included the following:

= obtained an understanding of the management’s
process for identification of agreements which
contains leasing arrangements;

= evaluated the selection of accounting policies and
methodology followed by the management for
determination and measurement of right-of-use
assets, corresponding lease liabilities and other
related impacts;

= on a sample basis, tested the underlying data used
by the management from the lease contracts for
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S.No. Key Audit Matters How the matter was addressed in our audit

Rs. 6,903.049 million respectively as at January 1, determination of the right-of-use assets and

2019. The comparative figures for the 2018 reporting corresponding lease liabilities. Further, performed re -

period have not been restated, as permitted under the| ~ computations on a test basis to assess the accuracy

specific transitional provisions of the standard. of computations performed by the management; and

= assessed whether the presentation and disclosures
related to the adoption of IFRS 16 in the
unconsolidated  financial  statements are in
compliance with the applicable financial reporting
framework.

The adoption of IFRS 16 involves estimation and
judgement. Because of the significance of the impact
of these judgements / estimates, we considered this
area as a key audit matter.

Information Other than the Unconsolidated and Consolidated Financial Statements and Auditor’s
Reports Thereon

Management is responsible for the other information. The other information comprises the information included in the annual
report, but does not include the unconsolidated and consolidated financial statements and our auditor’s reports thereon.

Our opinion on the unconsolidated financial statements does not cover the other information and we do not express any form
of assurance conclusion thereon.

In connection with our audit of the unconsolidated financial statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially inconsistent with the unconsolidated financial statements or
our knowledge obtained in the audit or otherwise appears to be materially misstated. If, based on the work we have
performed, we conclude that there is a material misstatement of this other information, we are required to report that fact. We
have nothing to report in this regard.

Responsibilities of Management and the Board of Directors for the Unconsolidated Financial Statements

Management is responsible for the preparation and fair presentation of the unconsolidated financial statements in accordance
with accounting and reporting standards as applicable in Pakistan, the requirements of Banking Companies Ordinance, 1962
and the Companies Act, 2017 (XIX of 2017) and for such internal control as management determines is necessary to enable
the preparation of unconsolidated financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the unconsolidated financial statements, management is responsible for assessing the Bank’s ability to continue
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless management either intends to liquidate the Bank or to cease operations, or has no realistic alternative but
to do so.

The Board of Directors is responsible for overseeing the Bank’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Unconsolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the unconsolidated financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs as
applicable in Pakistan will always detect a material misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these unconsolidated financial statements.

As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

« Identify and assess the risks of material misstatement of the unconsolidated financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations,
or the override of internal control.

« Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Bank’s internal control.
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« Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by management.

« Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on
the Bank’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures in the unconsolidated financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Bank to cease to continue as a going concern.

« FEvaluate the overall presentation, structure and content of the unconsolidated financial statements, including the
disclosures, and whether the unconsolidated financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

We communicate with the Board of Directors regarding, among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

We also provide to the Board of Directors with a statement that we have complied with relevant ethical requirements
regarding independence, and to communicate with them all relationships and other matters that may reasonably be thought
to bear on our independence, and where applicable, related safeguards.

From the matters communicated with the Board of Directors, we determine those matters that were of most significance in
the audit of the unconsolidated financial statements of the current period and are therefore the key audit matters. We describe
these matters in our auditor’s report unless law or regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to outweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements
1. Based on our audit, we further report that in our opinion:

a) proper books of account have been kept by the Bank as required by the Companies Act, 2017 (XIX of 2017) and
the returns referred above from the branches have been found adequate for the purpose of our audit;

b) the unconsolidated statement of financial position, the unconsolidated profit and loss account, the unconsolidated
statement of comprehensive income, unconsolidated statement of changes in equity and unconsolidated cash
flow statement together with the notes thereon have been drawn up in conformity with the Banking Companies
Ordinance, 1962 and the Companies Act, 2017 (XIX of 2017) and are in agreement with the books of account and
returns;

c) investments made, expenditure incurred and guarantees extended during the year were in accordance with the
objects and powers of the Bank and the transactions of the Bank which have come to our notice have been
within the powers of the Bank; and

d) 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.

2. We confirm that for the purpose of our audit we have covered more than sixty percent of the total loans and advances
of the Bank.

The engagement partner on the audit resulting in this independent auditor’s report is Mr. Shahbaz Akbar.

Apgooets

A. F. Ferguson & Co.
Chartered Accountants
Karachi

Dated: March 4, 2020
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Unconsolidated Statement of Financial Position

As at December 31, 2019

ASSETS

Cash and balances with treasury banks
Balances with other banks

Lendings to financial institutions
Investments

Advances

Fixed assets

Intangible assets

Deferred tax assets

Other assets

LIABILITIES

Bills payable

Borrowings

Deposits and other accounts

Liabilities against assets subject to finance lease
Subordinated debt

Deferred tax liabilities

Other liabilities

NET ASSETS
REPRESENTED BY
Share capital
Reserves

Surplus on revaluation of assets - net
Unappropriated profit

CONTINGENCIES AND COMMITMENTS

Note

10
11
12
13
18
14

15
16
17

18
19

20

21

22

2019 2018
————————————— Rupees '000------------
60,368,417 43,173,993

2,835,570 1,847,595
= 2,997,486
204,068,952 214,185,591
309,573,002 296,444,861
24,183,424 11,612,007
1,487,541 1,331,731
= 183,206
27,335,751 28,137,713
629,852,657 599,914,183
8,356,460 23,543,625
72,746,795 98,351,921
457,789,109 409,383,802
2,763,998 -
32,932,422 25,136,420
574,588,784 556,415,668
55,263,873 43,498,515
15,176,965 15,176,965
9,830,958 8,778,908
10,748,080 5,093,667
19,607,870 14,448,975
55,263,873 43,498,515

The annexed notes 1 to 47 and annexures | and Il form an integral part of these unconsolidated financial statements.

/T R B R

President & CEO
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Unconsolidated Profit and Loss Account

For the year ended December 31, 2019

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

NON MARK-UP / INTEREST INCOME

Fee and commission income
Dividend income

Foreign exchange income

Income from derivatives

(Loss) / gain on securities

Other income

Total non-markup / interest income

Total income

NON MARK-UP / INTEREST EXPENSES

Operating expenses

Workers welfare fund

Other charges

Total non-markup / interest expenses

Profit before provisions

Provision / (reversal of provision) and recoveries against written-off debts - net
Extra ordinary / unusual items

PROFIT BEFORE TAXATION

Taxation

PROFIT AFTER TAXATION

Basic / diluted earnings per share

Note

24
25

26

27
28

29

30

31

32

33

2019 2018
————————————— Rupees '000------------
58,398,138 35,199,965
37,278,033 18,924,859
21,120,105 16,275,106
4,112,625 3,871,207
424,246 170,110
2,833,324 1,970,720
175,652 118,641
(679,429) 50,560
280,939 402,555
7,247,357 6,583,793
28,367,462 22,858,899
17,067,653 14,816,097
232,722 172,758
32,507 90,275
17,332,882 15,079,130
11,034,580 7,779,769
842,890 (421,940)
10,191,690 8,201,709
4,151,068 3,364,526
6,040,632 4,837,183
——————————————— Rupees ---------------
3.98 3.19

The annexed notes 1 to 47 and annexures | and Il form an integral part of these unconsolidated financial statements.

/T R B R

President & CEO Chief Financial Officer Chairman

Director

Director
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Unconsolidated Statement of Comprehensive Income

For the year ended December 31, 2019

2019 2018
————————————— Rupees '000------------
Profit after taxation for the year 6,040,632 4,837,183
Other comprehensive income
Items that may be reclassified to profit and loss account in
subsequent periods:
- Movement in surplus on revaluation of investments - net of tax 3,819,861 (437,395)
Items that will not be reclassified to profit and loss account in
subsequent periods:
- Remeasurement gain / (loss) on defined benefit obligations - net of tax 56,094 (22,181)
- Movement in surplus on revaluation of operating fixed assets - net of tax 1,708,993 -
- Movement in surplus on revaluation of non-banking assets - net of tax 295,854 (695)
2,060,941 (22,876)
Total comprehensive income 11,921,434 4,376,912

The annexed notes 1 to 47 and annexures | and Il form an integral part of these unconsolidated financial statements.

/T R B R

President & CEO Chief Financial Officer Chairman Director Director

120 | Faysal Bank



Unconsolidated Statement of Changes in Equity

For the year ended December 31, 2019

Reserves Surplus / (deficit)
Capital on revaluation of
Non-distri-
butable .
Share Reserve capital Reserve Fixed Unarppro-
. L Statutory assets / priated Total
capital | forIssue | Share reserve | arisingon Total Invest- .
) reserve non- Total profit
of bonus | premium | (NCR)- amal- ments bankin
shares gainon | gamation 9
. assets
bargain
purchase
Rupees '000
Balance as at January 1, 2018 13,197,361 10,131 756,873 23,952 7,145,382 7,936,338 1,449 5,611,794 5613243 12,499,528 39,246,470
Profit after taxation for the year 4837183 4,837,183
Other comprehensive loss - net of tax (437,395) (695) (438,090)  (22,181) (460,271)
Total comprehensive (loss) / income (437,395) (695) (438,090) 4,815,002 4,376,912
Transfer to statutory reserve 967,437 967,437 (967,437)
Transfer from surplus on revaluation of fixed
assets to unappropriated profit - net of tax (81,486)  (81,486) 81,486
Amortisation of intangible assets - customer
relationship - net of tax (124,867) (124,867) (124,867)
Transactions with owners, recorded
directly in equity
- Transfer to reserve for issue of
bonus shares 1,979,604 1,979,604 (1,979,604)
- Bonus shares issued 1,979,604 (1,979,604) (1,979,604) -
1,979,604 - - (1,979,604)
Balance as at December 31,2018 15,176,965 10,131 632,006 23,952 8,112,819 8,778,908  (435,946) 5,529,613 5,093,667 14448975 43498515
Profit after taxation for the year 6,040,632 6,040,632
Other comprehensive income - net of tax 3,819,861 2,004,847 5,824,708 56,094 5,880,802
Total comprehensive income 3,819,861 2,004,847 5824708 6,096,726 11,921,434
Transfer to statutory reserve 1,208,126 1,208,126 (1,208,126)
Transfer from surplus on revaluation of fixed
assets to unappropriated profit - net of tax (76,473)  (76,473) 76473
Transfer from surplus on revaluation of
non-banking assets - net of tax (93,822)  (93,822) 93,822
Amortisation of intangible assets - customer
relationship - net of tax (156,076) (156,076) (156,076)
Balance as at December 31, 2019 15,176,965 10,131 475,930 23,952 9,320,945 9,830,958 3,383,915 7,364,165 10,748,080 19,507,870 55,263,873

The annexed notes 1 to 47 and annexures | and Il form an integral part of these unconsolidated financial statements.

/T R B R

President & CEO

Chief Financial Officer

Chairman

Director

Director
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Unconsolidated Cash Flow Statement

For the year ended December 31, 2019

CASH FLOW FROM OPERATING ACTIVITIES
Profit before taxation
Less: dividend income

Adjustments:
Depreciation
Amortisation of intangible assets
Depreciation on right-of-use assets
Depreciation on non-banking assets
Impairment of non-banking assets
Workers' welfare fund
Provision / (reversal of provision) against loans and advances - net
Provision for diminution in value of investments - net
(Reversal of other provision) / other provision - net
(Reversal of provision) / provision against off balance sheet obligations
(Gain) / loss on securities unrealised - held for trading - net
Gain on sale of fixed assets - net
Gain on sale of non-banking assets - net
Charge for defined benefit plan
Amortisation of prepaid employee benefits
Income from derivative contracts - net
Mark-up / return / interest expensed - lease liability against
right-of-use assets
Bad debts written off directly

(Increase) / decrease in operating assets
Lendings to financial institutions
Held-for-trading securities
Advances
Other assets (excluding advance taxation)

Increase / (decrease) in operating liabilities
Bills Payable
Borrowings from financial institutions
Deposits
Other liabilities (excluding current taxation)

Income tax paid
Contribution to gratuity fund
Net cash flow generated from operating activities

CASH FLOW FROM INVESTING ACTIVITIES

Net divestment / (investment) in available for sale securities

Net divestment / (investment) in held to maturity securities
Dividends received

Investment in operating fixed assets

Investment in intangible assets

Proceeds from sale of fixed assets

Proceeds from sale of non-banking assets

Net cash flow generated from / (used in) investing activities

CASH FLOW FROM FINANCING ACTIVITIES
Payment of lease liability against right-of-use assets
Dividend paid

Net cash flow used in financing activities

Increase in cash and cash equivalents during the year
Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year

Note

12.2
13.2
12.2
14.1.1

25
31

34
34

2019 2018
————————————— Rupees '000------------
10,191,690 8,201,709
(424,246) (170,110)
9,767,444 8,031,599
1,019,367 882,482
142,147 120,049
1,404,771 -
11,707 14,257
- 47,780
232,722 172,758
645,343 (433,611)
307,614 92,891
(6,388) 7,584
(11,562) 24,148
(12,069) 7,676
(9,749) (30,219)
(10,716) -
177,508 123,622
- 66,688
(175,652) (118,641)
977,129 -
12,430 10,926
4,705,597 988,390
14,473,041 9,019,989
2,997,486 6,012,849
568,730 1,932,768
(13,822,914) (64,490,016)
(939,610) (7,465,371)
(11,196,308) (64,009,770)
(15,187,065) 14,782,191
(25,902,222) 43,667,379
48,405,307 37,759,647
(560,113) 4,602,965
6,756,907 100,812,182
(3,380,364) (2,277,661)
(84,583) -
6,567,693 43,544,740
12,851,693 (35,738,792)
2,630,928 (1,424,859)
424,246 181,079
(2,496,777) (1,061,868)
(490,060) (147,786)
12,962 41,144
191,078 -
13,123,965 (38,151,082
(1,806,111) -
(244) (2,603)
(1,806,355) (2,609)
17,885,303 5,391,055
44,879,962 39,488,907
62,765,265 44,879,962

The annexed notes 1 to 47 and annexures | and Il form an integral part of these unconsolidated financial statements.

/T R B R

President & CEO Chief Financial Officer
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Notes to and forming part of the
Unconsolidated Financial Statements

For the year ended December 31, 2019

1 STATUS AND NATURE OF BUSINESS

11 Faysal Bank Limited (the Bank) was incorporated in Pakistan on October 3, 1994 as a public limited company under
the provisions of the Companies Act, 2017 (previously Companies Ordinance, 1984). Its shares are listed on Pakistan
Stock Exchange Limited. The Bank is mainly engaged in Conventional and Islamic Corporate, Commercial and
Consumer banking activities. The Bank has a network of 555 branches (2018: 455); including 413 Islamic banking
branches (2018: 254) and 1 Islamic sub-branch (2018: 1) in Pakistan.

The Registered Office of the Bank is located at Faysal House, ST-02, Shahra-e-Faisal, Karachi.

lthmaar Bank B.S.C (closed), a wholly owned subsidiary of Ithmaar Holdings B.S.C is the parent company of the
Bank, holding directly and indirectly 66.78% (2018: 66.78%) of the shareholding of the Bank. Dar Al-Maal Al-Islami
Trust (DMIT), (ultimate parent of the Bank) is the holding company of Ithmaar Holdings B.S.C.

1.2  The Pakistan Credit Rating Agency Limited (PACRA) and VIS Credit Rating Company Limited, based on the
unconsolidated financial statements of the Bank for the period ended September 30, 2019 and December 31, 2018
respectively, have determined the Bank's long-term rating as 'AA' (December 31, 2018: 'AA") and the short term rating
as 'A1+' (December 31, 2018: 'A1+").

2 BASIS OF PRESENTATION

21 In accordance with the directives of the Federal Government regarding the shifting of the banking system to Islamic
modes, the State Bank of Pakistan (SBP) has issued various circulars from time to time. Permissible forms of trade
related modes of financing include purchase of goods by banks from their customers and immediate resale to them at
appropriate mark-up in price on deferred payment basis. The purchases and sales arising under these arrangements
are not reflected in these unconsolidated financial statements as such but are restricted to the amount of facility
actually utilised and the appropriate portion of mark-up thereon.

2.2 The financial results of the Islamic banking branches have been included in these unconsolidated financial statements
for reporting purposes only. Inter branch transactions and balances have been eliminated.

2.3 In accordance with the directives issued by the SBP, the statement of financial position and the profit and loss account
of Islamic banking branches of the Bank are disclosed in Annexure Il to these unconsolidated financial statements.

2.4  These unconsolidated financial statements are the separate financial statements of Faysal Bank Limited. In addition to
these unconsolidated financial statements, consolidated financial statements of the Bank have also been prepared.

3 STATEMENT OF COMPLIANCE

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

- International Financial Reporting Standards (IFRS) issued by the International Accounting Standards Board (IASB)
as notified under the Companies Act, 2017.

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

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

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

Whenever the requirements of the Banking Companies Ordinance, 1962, the Companies Act, 2017 or the directives
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Notes to and forming part of the
Unconsolidated Financial Statements

For the year ended December 31, 2019

3.2

3.3

3.4

3.5

3.6

3.6.1

3.6.2

3.7

3.71

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

The SBP has deferred the applicability of International Accounting Standard (IAS) 40, 'Investment property' for
Banking Companies through BSD Circular Letter No. 10 dated August 26, 2002 till further instructions. Further, the
SECP has also deferred the applicability of International Financial Reporting Standard (IFRS) 7, 'Financial instruments:
disclosures' through its S.R.O. 633(1)/2014 dated July 10, 2014. Accordingly, the requirements of these standards
have not been considered in the preparation of these unconsolidated financial statements.

As per the directive of the SBP through its letter BPRD (R&P-02)/625-99/2011/3744 dated March 28, 2011, gain
arising on bargain purchase of Pakistan operations of Royal Bank of Scotland (ex-RBS Pakistan) was credited directly
into equity as Non-distributable Capital Reserve (NCR). The SBP allowed the Bank to adjust the amortisation of
intangible assets against the portion of reserve which arose on account of such assets identified as a result of such
acquisition. Accordingly, during the year ended December 31, 2019, the Bank has adjusted amortisation of intangible
assets amounting to Rs. 156.076 million (net of tax) from the NCR.

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

The SECP has directed that the requirements of IFRS 10, 'Consolidated financial statements' are not applicable in
case of investments by Companies in mutual funds established under Trust Deed structure. Accordingly, implications
of IFRS 10 in respect of investment in mutual funds are not considered in these unconsolidated financial statements.

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

The Bank has applied the following standards for the first time for accounting period commencing January 1, 2019:

IFRS 16: 'Leases', became effective from annual period beginning on or after January 1, 2019. The impact of the
adoption of IFRS 16 on the Bank's unconsolidated financial statements is disclosed in note 3.8 below.

There are certain other new and amended standards, interpretations and amendments that are mandatory for the
Bank's accounting periods beginning on or after January 1, 2019 but are considered not to be relevant or do not have
any significant effect on the Bank's operations and are therefore not detailed in these unconsolidated financial
statements.

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

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

Standards, interpretations or amendments Effective date (annual periods
beginning on or after)
- IFRS 3 - 'Business combinations' (amendments) January 1, 2020
- 1AS 1 - 'Presentation of financial statements' (amendments) January 1, 2020
- |IAS 8 - 'Accounting policies, change in accounting estimates and January 1, 2020

errors' (amendments)

- IFRS 9 - 'Financial instruments' January 1, 2021 *
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The management is in the process of assessing the impact of these standards and amendments on the
unconsolidated financial statements of the Bank.

* The SBP vide its BPRD Circular No. 04 dated October 23, 2019 has notified the effective date of IFRS 9, 'Financial
instruments' as January 1, 2021. IFRS 9, 'Financial instruments' has replaced IAS 39, 'Financial instruments:
recognition and measurement'. The standard addresses recognition, classification, measurement and derecognition of
financial assets and financial liabilities. The standard has also introduced a new impairment model for financial assets
which requires recognition of impairment charge based on 'Expected Credit Losses' (ECL) approach rather than
'incurred credit losses' approach. The ECL has impact on all the assets of the Bank which are exposed to credit risk.

3.7.2 There are certain other new and amended standards, interpretations and amendments that are mandatory for the
Bank's accounting periods beginning on or after January 1, 2020 but are considered not to be relevant or will not have
any significant effect on the Bank's operations and are therefore not detailed in these unconsolidated financial
statements.

3.8 Change in accounting policy

Effective January 1, 2019, the Bank has adopted IFRS 16, 'Leases' which replaces existing guidance on accounting
for leases, including IAS 17, 'Leases', IFRIC 4, 'Determining whether an arrangement contains a lease', SIC 15,
'‘Operating leases - incentive', and SIC 27, 'Evaluating the substance of transactions involving the legal form of a
lease'. IFRS 16 introduces a single on balance sheet lease accounting model for lessees. A lessee recognises a right-
of-use asset representing its right of using the underlying asset and a corresponding lease liability representing its
obligations to make lease payments. Lessor accounting remains similar to the current standard i.e. lessors continue to
classify leases as finance or operating leases.

The Bank has adopted IFRS 16 retrospectively from January 1, 2019 but has not restated comparatives for the 2018
reporting period, as permitted under the specific transitional provisions in the standard. The reclassifications and the
adjustments arising from the new leasing rules are therefore recognised in the opening balance sheet on January 1,
2019. The revised accounting policies are disclosed in note 6.23.

On adoption of IFRS 16, the Bank has recognised lease liabilities in respect of leases which had previously been
classified as operating leases under the principles of IAS 17. These liabilities were initially measured at the present
value of the remaining lease payments, discounted using the Bank's incremental borrowing rate as of January 1,
2019. The Bank's weighted average incremental borrowing rate applied to the lease liabilities on January 1, 2019 was
13.53% per annum.

For leases previously classified as finance lease, the Bank recognised the carrying amount of the lease asset and lease
liability immediately before transition as the carrying amount of the right-of-use assets and the lease liability at the date
of initial application. The measurement principles of IFRS 16 are applied only after that date. The remeasurements to
the lease liabilities were recognised as an adjustment to the related right-of-use assets immediately after the date of
initial application. On adoption of IFRS 16, the Bank has recognised lease liability amounting to Rs 6,903.049 million
as at January 1, 2019 in respect of operating lease commitments of Rs 10,708.369 million as disclosed in the annual
financial statements for the year ended December 31, 2018. The on balance sheet recognition of leases previously
accounted for as operating leases were most significantly impacted by adjustments as a result of different treatment
of extension and termination options under IFRS 16.

The right-of-use assets were measured at the amount equal to the lease liability, adjusted by the amount of prepaid or
accrued lease payments relating to that lease recognised in the unconsolidated statement of financial position as at
December 31, 2019.
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The recognised right-of-use assets relate to the following types of assets:

Land and building

The effects of this change in accounting policy are as follows:

Impact on the unconsolidated statement of financial position:

Increase in fixed assets - right-of-use assets

Decrease in other assets - advances, deposits,
advance rent and other prepayments

Increase in other assets - advance taxation
(payments less provisions)

Increase in total assets - net

Increase in other liabilities - lease liability
against right-of-use assets

Decrease in net assets

Impact on unconsolidated profit and loss account:

Increase in markup / return / interest expense - lease liability
against right-of-use assets
Increase in operating expenses - depreciation on right-of-use assets
Decrease in operating expenses - rent and taxes
Decrease in profit before taxation
Decrease in taxation
Decrease in profit after taxation

Decrease in EPS

Practical expedients applied:

December 31, January 1,
2019 2019
————————————— Rupees '000------------
8,372,702 7,531,556
8,372,702 7,531,556
(836,020) (628,507)
305,488 -
7,842,170 6,903,049
8,319,984 6,903,049
(477,814) -
Year ended
December 31,
2019
--Rupees '000--
(977,129)
(1,404,771)
1,598,598
(783,302)
305,488
(477,814)
---- Rupees ----
0.31

In applying IFRS 16 for the first time, the Bank has used the following practical expedients permitted by the standard.
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The use of a single discount rate to a portfolio of leases with reasonably similar characteristics;

Reliance on the previous assessments on whether leases are onerous as an alternative to performing an

impairment review;

The exclusion of initial direct costs for the measurement of the right-of-use asset at the date of initial application;

The use of hindsight in determining the lease term where the contract contains options to extend or terminate the

lease; and



Notes to and forming part of the
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- The election for not to re-asses whether a contract is, or contains, a lease at the date of initial application. Instead,
for contracts entered into before the transition date, the Bank relied on its arrangement made applying IAS 17 and
IFRIC 4.

4 BASIS OF MEASUREMENT

These unconsolidated financial statements have been prepared under the historical cost convention, except that
certain fixed assets and non-banking assets acquired in satisfaction of claims are carried at revalued amounts, certain
investments and derivative contracts have been marked to market and are carried at fair value. In addition, obligations
in respect of staff retirement benefits are carried at present value.

41 Critical accounting estimates and judgments

The preparation of the unconsolidated financial statements in conformity with the accounting and reporting standards
requires management to make judgments, estimates and assumptions that affect the reported amounts of assets and
liabilities and income and expenses. It also requires management to exercise judgments in 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 future periods if the revision affects both
current and future periods.

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

i) Business combination (note 6.1);
i) Classification and provisioning against investments (notes 6.4 and 10);
iii)  Income taxes (notes 6.8, 14, 18 and 32);
iv) Classification and provisioning against advances (notes 6.5 and 11);
v) Depreciation / amortisation of fixed assets / intangibles / revaluations (notes 6.6, 12 and 13);
vi)  Accounting for non-banking assets acquired in satisfaction of claims (notes 6.9 and 14);
vii) Accounting for defined benefit plan (notes 6.11 and 36);
viii) Impairment of assets (note 6.7);
ix) Provisions and contingent assets and liabilities (note 6.10); and
x) Lease liability and right-of-use assets (notes 6.23, 12.2, 19 and 25).
5 FUNCTIONAL AND PRESENTATION CURRENCY

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

6 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies applied in the preparation of these unconsolidated financial statements are set out
below. These policies have been consistently applied to all the years except for the change as disclosed in note 3.8 to
these unconsolidated financial statements.
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6.1 Business Combination

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 as 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 as at the
acquisition date. The excess of the consideration transferred over the fair value of the Bank's share of 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 unconsolidated profit and loss account. However, as
more fully described in note 13.3 to these unconsolidated financial statements, the gain on bargain purchase arising
on an acquisition made in 2010 has been recognised directly in equity as per the directives of the SBP.

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 unconsolidated profit and
loss account and is not subsequently reversed.

Acquisition of non-controlling interests (NCI) is measured at the proportionate share of the NCI in the fair value of the
net assets acquired by the Bank. The excess of the fair value of consideration transferred over the proportionate share
of the NCl in the fair value of the net assets acquired is recognised in equity.

6.2 Cash and cash equivalents

For the purpose of the cash flow statement, cash and cash equivalents comprise of cash in hand, balances with
treasury banks, balances with other banks in current and deposit accounts, national prize bonds, if any, and
overdrawn nostro accounts.

6.3 Lendings to / borrowings from financial institutions

The Bank enters into repurchase agreement (repo) and reverse repurchase agreements (reverse repos) at contracted
rates for a specified period of time. These are recorded as under:

(a) Sale of securities under repurchase agreements

Securities sold subject to a repurchase agreement (repo) are retained in the unconsolidated financial statements
as investments and the counter party liability is included in borrowings. The difference between the sale and
contracted repurchase price is accrued over the period of the contract and recorded as an expense.

(b) Purchase of securities under repurchase agreements

Securities purchased under agreement to resell (reverse repo) are not recognised in the unconsolidated financial
statements as investments and the amount extended to the counter party is included in lendings. The difference
between the purchase and contracted resale price is accrued over the period of the contract and recorded as
income.

(c) Musharaka / Mudarabah placements

In Musharaka / Mudarabah, the Bank invests in the Shari'ah compliant business pools of the financial institutions
at the agreed profit and loss sharing ratio under musharaka agreements.

(d) Bai Muajjal

Bai Muajjal transactions with the SBP and other financial institutions are classified under lendings. In Bai Muajjal,
the Bank sells Shari'ah compliant instruments on credit to other financial institutions. The credit price is agreed at
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the time of sale and such proceeds are received at the end of the credit period. The difference between the sale
and the credit price is recognised over the credit period and recorded as income.

6.4 Investments

6.4.1 Classification
The Bank classifies its investments as follows:
(a) Held for trading

These are securities, which are either acquired for the purpose of generating profit from short-term fluctuations in
market prices, interest rate movements, or dealer’s margin or are securities included in the portfolio in which a
pattern of short-term profit making exists.

(b) Held to maturity

These are securities with fixed or determinable payments and maturity that the Bank has a positive intent and
ability to hold to maturity.

(c) Available for sale

These are investments, other than those, in associates and subsidiaries, that do not fall under either held for
trading or held to maturity categories.

(d) Associates
Associates are all entities over which the Bank has significant influence but not control.
(e) Subsidiaries
Subsidiaries are all entities over which the Bank has control.
6.4.2 Initial recognition and measurement

All purchases and sales of investments that require delivery within the time frame established by the 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.

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

6.4.3 Subsequent measurement:
Held for trading

These are measured at subsequent reporting dates at fair value. Gains and losses on re-measurement are included in
the unconsolidated profit and loss account.

Held to maturity

These are measured at amortised cost using the effective interest rate method, less any impairment loss recognised to
reflect irrecoverable amounts.
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Available for sale

Quoted securities classified as available for sale investments are measured at subsequent reporting dates at fair value.
Any surplus or deficit arising thereon is kept in a separate account shown in the unconsolidated statement of financial
position within equity and is taken to the unconsolidated profit and loss account when realised upon disposal or when
the investments are considered to be impaired.

Unquoted equity securities are valued at the lower of cost and break-up value. The break-up value of these securities
is calculated with reference to the net assets of the investee company as per the latest available audited financial
statements. A decline in the carrying value is charged to the unconsolidated profit and loss account. A subsequent
increase in the carrying value, upto the cost of the investment, is credited to the unconsolidated profit and loss
account. Investments in other unquoted securities are valued at cost less impairment, if any.

6.4.4 Impairment

Impairment loss in respect of investments classified as available for sale (except term finance certificates and sukuk
certificates) and held to maturity is recognised based on management's assessment of objective evidence of
impairment as a result of one or more events that may have an impact on the estimated future cash flows of the
investments. A significant or prolonged decline in the fair value of a listed equity investment below its cost is also
considered an objective evidence of impairment. Provision for diminution in the value of term finance certificates and
sukuk certificates is made as per the requirements of the Prudential Regulations issued by the SBP. In case of
impairment of available for sale securities, the cumulative loss that has been recognised in surplus / deficit on
revaluation of securities on the unconsolidated statement of financial position within equity is removed therefrom and
recognised in the unconsolidated profit and loss account. For investments classified as held to maturity, the
impairment loss is recognised in the unconsolidated profit and loss account.

Gain or loss on sale of investments is included in the unconsolidated profit and loss account.

Premium or discount on acquisition of investments is amortised through the unconsolidated profit and loss account
over the remaining period till maturity using the effective interest method.

6.4.5 Investment in associates and subsidiaries
Investments in associates and subsidiaries are recorded at cost less accumulated impairment, if any.

The carrying amount of associates and subsidiaries are tested for impairment in accordance with the policy described
in note 6.7 below.

6.5 Advances

6.5.1 Advances are stated net of specific and general provisions. Specific provision for advances is made in accordance
with the requirements of the Prudential Regulations and other directives issued by the SBP. The amount of provision is
charged to the unconsolidated profit and loss account. General provision against consumer and small enterprises
financings portfolio is maintained as per the requirements of the Prudential Regulations issued by the State Bank of
Pakistan. Advances are written off when there is no realistic prospect of recovery. In addition to conventional products,
the Bank also offers various Islamic financing products the details of which are as follows:

(a) Murabaha

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

(b) Diminishing Musharaka

It is a form of partnership in which the Bank and the customer create co-ownership in the asset by purchasing it
jointly. The Bank then rents out its share of the asset to the customer. Besides the payment of rentals, customer
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also purchases the asset from the Bank in installments. Hence at the end of the tenure, customer becomes sole
owner of the asset.

(¢) Running Musharaka

In running Musharaka financing, the Bank enters into financing with the customer based on Shirkat-ul-Agd or
business partnership in the customer's operating business. Under this mechanism the customer can withdraw
and return funds to the Bank subject to its running Musharaka financing limit during the Musharaka period. At the
end of each period, 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.

(d) ljarah

liarah 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.

ljarah assets are stated at cost less accumulated depreciation and impairment losses, if any. Depreciation is
charged from the date of recognition of ljarah assets on a straight line basis over the period of ljarah. Impairment
of ljarah assets is determined on the same basis as that of operating fixed assets.

ljarah rental income is recognised on an accrual basis as and when the rental becomes due. Impairment of ljarah
rentals receivable is determined in accordance with the requirements of the Prudential Regulations and other
directives issued by the SBP and charged to the unconsolidated profit and loss account.

In service ljarah financing, the Bank provides financing by acquiring certain agreed services from the customer.
After the purchase of services, the Bank appoints the customer to sell those services in the market over a period
and provide a confirmation of such sale. The profit is only accrued from the date of receipt of such confirmation.

(e) lIstisna

Istisna is @ mode of sale at an agreed price, whereby the buyer places an order to or cause to manufacture,
assemble or construct anything to be delivered at a future date.

The funds disbursed under Istisna are recorded as 'advance against Istisna'. On execution of goods receiving
note and receipt of manufactured goods, the same are recorded in the unconsolidated statement of financial
position as inventories of the Bank at cost price and after sale of goods by the customer to its ultimate buyers,
Istisna financing will be booked.

(f) Musawamah

In Musawamah financing, the Bank purchases the goods and after taking the possession, sells them to the
customer either in spot or credit transaction, without disclosing the cost.

(g) Salam

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 goods, the same will be recorded at the unconsolidated statement of financial position as
inventories of the Bank at cost price and after the sale of goods by the customer to its ultimate buyers, Salam
financing will be booked.

(h) Tijarah

Tijarah is a financing mode under which the Bank purchases finished goods from the customer / seller against
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spot payment and delivery. Thereafter, the Bank appoints customer as an agent to sell the Tijarah goods in the
market.

The funds disbursed under Tijarah are recorded as advances against Tijarah. On execution of goods receiving
note and receipt of Tijarah goods, the same will be recorded at the unconsolidated statement of financial position
as inventories of the Bank at cost price and after the sale of goods by the customer to its ultimate buyers, Tijarah
financing will be booked.

6.5.2 Net investment in finance lease

Leases where the Bank transfers substantially all the risks and rewards incidental to the ownership of an asset are
classified as finance lease. A receivable is recognised on the commencement of lease term at an amount equal to the
present value of the minimum lease payments, including guaranteed residual value, if any. Unearned finance income is
recognised over the term of the lease, so as to produce a constant periodic return on the outstanding net investment
in lease. Specific and general provisions for net investment in finance lease are made in accordance with the
requirements of the Prudential Regulations and other directives issued by the SBP and charged to the unconsolidated
profit and loss account.

6.6 Fixed assets and depreciation

(a)

(b)
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Tangible assets

Operating fixed assets other than land and buildings are stated at cost less accumulated depreciation and
accumulated impairment losses, if any. Buildings are carried at revalued amount less any accumulated
depreciation and subsequent impairment losses, if any. Land is carried at revalued amount less any subsequent
impairment losses, if any.

Depreciation on operating fixed assets (excluding land which is not depreciated) is charged using the straight line
method in accordance with the rates specified in note 12.2 to these unconsolidated financial statements after
taking into account residual value, if significant. The asset's residual values and useful lives are reviewed and
adjusted, if required, at each reporting date. Depreciation on additions is charged from the month the assets are
available for use. No depreciation is charged in the month of disposal.

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 expenditures are charged to the
unconsolidated profit and loss account as and when incurred.

Land and buildings are revalued by professionally qualified valuers with sufficient regularity to ensure that the net
carrying amount does not differ materially from their fair value.

An asset's carrying amount is written down immediately to its recoverable amount if the asset's carrying amount is
greater than its estimated recoverable amount.

Gains / losses on disposal of fixed assets, if any, are taken to the unconsolidated profit and loss account in the
period in which they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is
transferred directly to unappropriated profit.

Capital work in progress

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 this head. These are
transferred to specific assets as and when assets become available for use.
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6.7

6.8

(c) Intangible assets

Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated
impairment losses, if any. The intangible assets include directly attributable cost that are capitalised as part of the
intangible asset. Amortisation, except for customer relationship is charged applying the straight-line method over
the useful lives of the assets. Amortisation is calculated so as to write-off the assets over their expected economic
lives at rates specified in note 13 to these unconsolidated financial statements. Amortisation is charged from the
month in which the asset is available for use. No amortisation is charged for the month of disposal. The intangible
asset comprising customer relationship is being amortised over the life expectancy of the deposits. The residual
values and useful lives of intangible assets are reviewed and adjusted, if appropriate, at each reporting date.

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.

Intangible assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses,
if any.

Gains and losses on disposals, if any, are taken to the unconsolidated profit and loss account in the period in
which they arise.

Impairment

The carrying amounts of assets are reviewed at each reporting date for impairment whenever events or changes in
circumstances indicate that the carrying amounts of the assets may not be recoverable. If any such indication exists,
and where the carrying value exceeds the estimated recoverable amount, assets are written down to their recoverable
amount, except in the case of an intangible asset with an indefinite useful life or an intangible asset not yet available for
use and goodwill acquired in a business combination for which impairment is tested annually irrespective of whether
there is any indication of impairment. The resulting impairment loss is taken to the unconsolidated profit and loss
account except for impairment loss on revalued assets, which is adjusted against related revaluation surplus to the
extent that the impairment loss does not exceed the surplus on revaluation of asset.

An impairment loss is reversed except for impairment loss relating to goodwill, if there has been a change in the
estimate used to determine the recoverable amount. Such reversals are only made to the extent that the asset's
carrying amount does not exceed the amount that would have been determined if no impairment loss had been
recognised.

Taxation

Income tax expense comprises current and deferred tax. Income tax expense is recognised in the unconsolidated
profit and loss account except to the extent that it relates to items recognised directly in equity, in which case it is
recognised in equity.

Current

Provision for current taxation is based on taxable income for the year. Tax charge for the current year is determined in
accordance with the prevailing laws for taxation. The charge for the current tax is calculated using tax rates enacted or
substantively enacted at the reporting date.

Prior

The charge / reversals for prior years represents adjustments to the tax charge / reversals for prior years, arising from
assessments, changes in estimates, and retrospectively applied changes to the law, made during the current year.
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Deferred

Deferred tax is recognised using the balance sheet liability method on all temporary differences between the carrying
amounts of assets and liabilities used 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 using the rates
that are expected to apply to the period when the differences reverse based on tax rates that have been enacted or
substantively enacted at 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 asset can be utilised. Deferred tax asset is reduced to the extent that it is no longer probable that
the related tax benefits will be realised.

The carrying amount of the deferred tax asset is reviewed at each reporting date and reduced 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 utilised.

The Bank also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities, fixed assets and
assets acquired in satisfaction of claims which is adjusted against the related deficit / surplus in accordance with the
requirements of International Accounting Standard (IAS) 12, 'Income taxes'.

6.9 Assets acquired in satisfaction of claims

Non-banking assets acquired in satisfaction of claims are carried at revalued amounts less accumulated depreciation
and accumulated impairment, if any. 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. Legal fees, transfer costs
and direct costs of acquiring title to the non-banking assets are charged to the unconsolidated profit and loss account
and these are not capitalised as part of non-banking assets. A surplus arising on revaluation of non-banking assets
acquired in satisfaction of claims is credited to the 'surplus on revaluation of assets' account. Any deficit arising on
revaluation is first set off against the surplus account for that particular non-banking asset, if any, or if no surplus
exists, is charged to the unconsolidated profit and loss account. These assets are disclosed in other assets as
specified by the SBP.

6.10 Provisions and contingent assets and liabilities

Provisions are recognised when the Bank has a 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 estimates.

Contingent assets are not recognised and are disclosed unless an inflow of economic benefits is virtually certain.
Contingent liabilities are not recognised and are disclosed unless the probability of an outflow of resources embodying
economic benefits is remote.

6.11  Staff retirement benefits
a) Defined contribution plan

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

b) Defined benefit scheme

The Bank operates an approved funded gratuity scheme for all its permanent eligible employees and eligible
employees who are on contractual service and are employed under non-management cadre. Contributions to the
fund are made on the basis of actuarial recommendations. Projected Unit Credit Method is used for the actuarial
valuation.

Amounts arising as a result of 'remeasurements', representing the actuarial gains and losses and the differences
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6.12

6.13

6.14

between the actual investment returns and the return implied by the net interest cost are recognised in the
unconsolidated statement of financial position immediately, with a charge or credit to other comprehensive income
in the periods in which they occur.

Staff retirement benefits are payable to staff on completion of prescribed qualifying period of service under these
schemes.

Borrowings / deposits and their costs

Borrowings / deposits are recorded at the proceeds received. Borrowing / deposit costs are recognised as an
expense in the period in which these are incurred to the extent that they are not directly attributable to the acquisition
of or construction of qualifying assets. Borrowing cost that is directly attributable to the acquisition, construction or
production of a qualifying asset (one that takes a substantial period of time to get ready for use or sale) is capitalised
as part of the cost of the asset.

Subordinated loans

Subordinated loans are initially recorded at the amount of proceeds received. Mark-up on subordinated loans is
charged to the unconsolidated profit and loss account over the period on an accrual basis and is recognised
separately as part of other liabilities.

Revenue recognition and other items

- Mark-up income / interest / profits on advances and returns on investments are recognised on a time proportion
basis except that mark-up income / interest / returns / profits on non-performing advances and investments are
recognised on receipt basis in accordance with the requirements of the Prudential Regulations issued by the State
Bank of Pakistan. Interest / returns / mark-up income / profits on rescheduled / restructured advances and
investments are recognised as permitted by the State Bank of Pakistan, except where, in the opinion of the
management, it would not be prudent to do so.

- Profit on Murabaha and Musawamah transactions are recognised on an accrual basis for the period from the date
of sale of goods to customer to the date of culmination of Murabaha / Musawamah. In case of credit Murabaha /
Musawamah the profit is accrued from the date of disbursement i.e. after the date of culmination of Murabaha /
Musawamah. However, no profit can be accrued in excess of selling price determined at the time of executing the
Murabaha / Musawamah transactions.

- Profit on Istisna / Salam / Tijarah transactions are recognised on an accrual basis for the period from the date of
sale of goods by the Bank's customer to its ultimate buyer to the date of culmination of the transaction.

- ljarah rentals once due are recognised as income on an accrual basis over the corresponding rental period.

- Rental on diminishing Musharaka financing once due is recognised on an accrual basis over the corresponding
rental period.

- Profit on running Musharaka is recognised on an accrual basis and is adjusted upon declaration of profit by the
customer.

- Financing method is used in accounting for income from lease financing. Under this method, the unearned finance
income (excess of the sum of total lease rentals and estimated residual value over the cost of leased assets) is
taken to income over the term of the lease so as to produce a constant periodic rate of return on the outstanding
net investment in lease.

- Unrealised finance income in respect of non-performing lease finance is held in suspense account, where
necessary, in accordance with the requirements of the Prudential Regulations issued by the SBP. Gains / losses
on termination of lease contracts, documentation charges, front-end fee and other lease income are recognised
as income when they are realised.

- Premium or discount on acquisition of debt investments is capitalised and amortised through the unconsolidated
profit and loss account over the remaining period till maturity.
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- Dividend income from investments is recognised when the Bank's right to receive the dividend is established.

- Fee, commission on letters of credit / guarantee, other commission and brokerage income is recognised on an
accrual basis.

- Financial advisory fee is recognised when the right to receive the fee is established.
- Rent and other income is recognised on an accrual basis.
- Profits on Bai Muajjal lendings are recognised on straight line basis.
6.15 Proposed dividend and transfer between reserves
Dividends and appropriations to reserves, except appropriations which are required by law, made subsequent to the
reporting date are considered as non-adjusting events and are recorded in the unconsolidated financial statements in
accordance with the requirements of International Accounting Standard (IAS) 10, 'Events after the balance sheet date'
in the year in which they are approved / transfers are made.
6.16 Foreign currencies
(a) Foreign currency transactions
Transactions in foreign currencies are translated into rupees at the foreign exchange rates prevailing at the
transaction date. Monetary assets and liabilities in foreign currencies are expressed in rupee terms at the rates of
exchange prevailing at the reporting date. Foreign bills purchased and forward foreign exchange contracts are
valued at rates determined with reference to their respective maturities. Forward purchase contracts with the State
Bank of Pakistan relating to foreign currency deposits are valued at the spot rate prevailing on the reporting date.
The forward cover feeg, if any, payable on contracts with the SBP is amortised over the term of the contract.
(b) Translation gains and losses
Translation gains and losses are included in the unconsolidated profit and loss account.
6.17 Commitments
Commitments for outstanding forward foreign exchange contracts are disclosed in the unconsolidated financial
statements at committed amounts. Commitments for letters of credit and letters of guarantee denominated in foreign
currencies are expressed in rupee terms at the rates of exchange prevailing at the reporting date.
6.18 Acceptances
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 in unconsolidated statement of financial position both as assets and liabilities.
6.19 Financial instruments
Financial assets and financial liabilities
Financial instruments carried on the unconsolidated statement of financial position include cash and balances with
treasury banks, balances with other banks, lendings to financial institutions, investments, advances, certain other
assets, bills payable, borrowings, deposits, liabilities against assets subject to finance lease and certain other liabilities.
The particular recognition methods adopted for significant financial assets and financial liabilities are disclosed in the

individual policy statements associated with these assets and liabilities.

Derivative financial instruments

Derivative financial instruments are initially recognised at fair value on the date on which a derivative contract is entered
into and are subsequently remeasured to fair value using appropriate valuation techniques. All derivative financial
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instruments are carried as assets when the fair value is positive and the liability when the fair value is negative. Any
change in the fair value of derivative financial instruments is taken to the unconsolidated profit and loss account.

Offsetting

Financial assets and financial liabilities are set off and the net amount is reported in the unconsolidated financial
statements only when the Bank has a legally enforceable right to set off and the Bank intends to either settle on a net
basis, or to realise the assets and to settle the liabilities simultaneously. Income and expense items of such assets and

liabilities are also offset and the net amount is reported in the unconsolidated financial statements only when permitted
by the accounting and reporting standards as applicable in Pakistan.

6.20 Earnings per share
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 the profit attributable to ordinary shareholders and
the weighted average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, if
any.

6.21 Segment reporting

Operating segments are reported in a manner consistent with internal reporting provided to the Chief Operating
decision maker. The Chief Executive Officer (CEO) has been identified as the Bank's Chief Operating decision maker.

(a) Business Segments

(i) Retail banking
Retail banking provides services to small borrowers i.e. commercials, consumers, small enterprises, medium
enterprises and agriculture sector. It includes loans, deposits, other transactions and balances with retail
customers.

(ii) Corporate and investment banking
This includes strategic partnership with corporate entities to provide working capital financing, trade
financing, cash management services, project finance, export finance, leasing, guarantees, bills of exchange,
deposits and other short term and long term finance. Further this includes investment banking activities such
as mergers and acquisitions, underwriting, privatisation, securitisation, Initial Public Offerings (IPOs),
secondary private placements, etc.

(iii) Treasury and equity capital market (ECM)
It includes fixed income, equity, foreign exchanges, funding, own position securities, lendings and repos.

(iv) Special asset management (SAM)

This includes recoveries from borrowers' accounts which became delinquent or have defaulted in their loan
repayment obligations.

(b) Geographical segment
The operations of the Bank are currently based only in Pakistan.
6.22 Provision of claims under guarantees
A provision for claim under guarantees is recognised when intimated and reasonable certainty exists that the Bank will

settle the obligation. The charge to the unconsolidated profit and loss account is stated net of expected recoveries as
the obligation is recognised in other liabilities.
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6.23 Bank's leasing arrangements
6.23.1 Lease liability and right-of-use assets

The Bank leases various branches and warehouses. Rental contracts are typically for a fixed period of 11 months to
29 years and may have extension options as described below. At inception of a contract, the Bank assesses whether
a contract is, or contains, a lease based on whether the contract conveys the right to control the use of an identified
asset for a period of time in exchange for consideration. Lease terms are negotiated on an individual basis and contain
a wide range of different terms and conditions.

In determining the lease term, management considers all facts and circumstances that create an economic incentive
to exercise an extension option or not exercise a termination option. Extension options (or periods after termination
options) are only included in the lease term if the lease is reasonably certain to be extended (or not terminated).

The lease liability is initially measured at the present value of the lease payments over the period of lease term and that
are not paid at the commencement date, discounted using the interest rate implicit in the lease, or if that rate cannot
be readily determined, the Bank's incremental borrowing rate.

Lease payments include fixed payments less any lease incentive receivable, variable lease payment that are based on
an index or a rate which are initially measured using the index or rate as at the commencement date, amounts
expected to be payable by the Bank under residual value guarantees, the exercise price of a purchase option if the
Bank is reasonably certain to exercise that option and payments of penalties for terminating the lease if the lease term
reflects that the lessee will exercise that option. The extension and termination options are incorporated in
determination of lease term only when the Bank is reasonably certain to exercise these options.

The lease liability is subsequently measured at amortised cost using the effective interest rate method. The lease
liability is also remeasured to reflect any reassessment or lease modification, or to reflect revised in-substance fixed
lease payment.

The lease liability is remeasured when the Bank reassesses the reasonable certainty to exercise extension or
termination option upon occurrence of either a significant event or a significant change in circumstances, or when
there is a change in assessment of an option to purchase underlying asset, or when there is a change in amount
expected to be payable under a residual value guarantee, or when there is a change in future lease payments
resulting from a change in an index or rate used to determine those payments. The corresponding adjustment is made
to the carrying amount of the right-of-use assets, or is recorded in unconsolidated profit and loss account if the
carrying amount of right-of-use assets has been reduced to zero.

When there is a change in scope of a lease, or the consideration for a lease, that was not part of the original terms
and conditions, the same is accounted for as a lease modification. The lease modification is accounted for as a
separate lease if modification increases the scope of lease by adding the right to use one or more underlying assets
and the consideration for lease increases by an amount that is commensurate with the standalone price for the
increase in scope adjusted to reflect the circumstances of the particular contract, if any. When the lease modification is
not accounted for as a separate lease, the lease liability is remeasured and corresponding adjustment is made to
right-of-use assets.

The right-of-use assets is initially measured at an amount equal to the initial measurement of lease liability adjusted for
any lease payments made at or before the commencement date, plus any initial direct costs incurred and an estimate
of the costs to be incurred to dismantle and remove the underlying asset or to restore the underlying asset or the site
on which the asset is located.

The right-of-use assets is subsequently measured at cost less accumulated depreciation and accumulated impairment
losses, if any. The right-of-use assets is depreciated on a straight line method over the lease term as this method most
closely reflects the expected pattern of consumption of future economic benefits. The right-of-use assets is reduced
by impairment losses, if any, and adjusted for certain remeasurements of the lease liability.
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71

7.2

7.3

9.1

9.2

Note

CASH AND BALANCES WITH TREASURY BANKS
In hand

- Local currency

- Foreign currency
With State Bank of Pakistan in

- Local currency current account 71

- Foreign currency current account 7.2

- Foreign currency deposit account 7.3

With National Bank of Pakistan in
- Local currency current account

Prize bonds

2019 2018

————————————— Rupees '000------------
10,322,390 10,351,342
3,601,723 2,444,182
13,924,113 12,795,524
32,960,190 17,961,225
1,873,656 1,684,395
5,325,652 4,977,571
40,159,498 24,623,191
5,574,470 5,746,092
710,336 9,186
60,368,417 43,173,993

These include local currency current accounts maintained with the SBP as per the requirements of Section 36 of the
State Bank of Pakistan Act, 1956. This section requires banking companies to maintain a local currency cash reserve
in a current account with the SBP at a sum not less than such percentage of the Bank's time and demand liabilities in

Pakistan as may be prescribed by the SBP.

This represents cash reserve of 5% maintained with the SBP in US dollars current account on deposits held under the
New Foreign Currency Accounts (FE-25 deposits) as per BSD Circular No. 14 and 15 dated June 21, 2008.

These represent special cash reserve of 15% maintained with the SBP in US dollars deposit account under the
requirements of BSD Circular No.14 dated June 21, 2008, local US dollars clearing account maintained with the SBP
to facilitate US dollars clearing and 6% special cash reserve requirement on FE-25 deposits maintained by Islamic
Banking Branches under the requirements of BSD Circular No. 15 dated June 21, 2008. Profit rate on these balances

is 0.70% (2018: 1.5%) per annum on monthly basis by the SBP.

Note

BALANCES WITH OTHER BANKS

In Pakistan
- In current account

Outside Pakistan
- In current account
- In deposit account

LENDINGS TO FINANCIAL INSTITUTIONS

Call / clean money lendings
Repurchase agreement lendings (reverse repo) 9.2

Less: provision held against lending to financial institutions
Lending to financial institutions - net of provision
Particulars of lending

In local currency
In foreign currencies

This represents lendings to a commercial bank which carry mark-up at the rate of Nil (2018: 10.25%).

2019 2018
————————————— Rupees '000------------
1,426,975 1,388,625
1,352,850 458,970
55,745 -
2,835,570 1,847,595
= 2,997,486
- 2,997,486
= 2,997,486
= 2,997,486
= 2,997,486
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9.3

10

10.1

10.2

Securities held as collateral against lending

to financial institutions

Market Treasury Bills

INVESTMENTS

Investments by type:

Held-for-trading securities
Federal Government securities

Available-for-sale securities
Federal Government securities
Shares
Non Government debt securities

Held-to-maturity securities
Federal Government securities
Non Government debt securities

Subsidiary *
Fully paid up ordinary shares of
Faysal Asset Management Limited

Total Investments
* related party

Investments by segments

Federal Government securities
- Market Treasury Bills
- Pakistan Investment Bonds
- ljarah Sukuks
- Other Federal Government securities

Shares
- Listed companies
- Unlisted companies

Non Government debt securities
- Listed
- Unlisted

Subsidiary *
Fully paid up ordinary shares of
Faysal Asset Management Limited

Total Investments
* related party
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Note

10.5

Note

10.2.1
10.2.2
10.2.3
10.2.4

10.2.5

105

2019 2018
Held by F.urther Held by F_urther
given as Total given as Total
Bank Bank
collateral collateral
Rupees '000
- 3,000,000 - 3,000,000
2019 2018
Cos_tl Provision Surplus /|| Carrying Cos.tl Provision Surplus /|| Carrying
amortised for .. amortised for . .
A (deficit) value A (deficit) value
cost diminution cost diminution
Rupees '000
31,073,816 - 1,002 31,074,818 31,630,477 (11,067) 31,619,410
104,109,013 - 115,329 | (104,224,342 |[151,416,453 - (199,053){ 151,217,400
8,322,582 || 1,745,897 878,857 7,455,542 9,134,281 || 1,429,123 (480,988)[| 7,224,170
42,711,443 559,787 || 4,553,216 || 46,704,872 7,443,897 559,787 9,355 6,893,465
155,143,038 2,305,684 5,547,402 158,384,756 167,994,631 1,988,910 (670,686) 165,335,035
1,597,048 - 1,597,048 1,597,048 - 1,597,048
13,916,034 || 1,543,597 12,372,437 || 16,546,962 || 1,552,757 14,994,205
15,513,082 1,543,597 13,969,485 18,144,010 1,552,757 16,591,253
639,893 - 639,893 639,893 - 639,893
202,369,829 3,849,281 5,548,404 204,068,952 218,409,011 3,541,667 (681,753) 214,185,591
2019 2018
Cos'tl Provision Surplus /|| Carrying Cos'tl Provision Surplus /|| Carrying
amortised for .. amortised for . .
A (deficit) value A (deficit) value
cost diminution cost diminution
Rupees '000
118,699,887 - 7,040 || 118,706,927 || 173,172,404 (10,088)|] 173,162,316
10,482,942 - 169,291 10,652,233 3,874,526 (92,632) 3,781,894
6,000,000 - (60,000) 5,940,000 6,000,000 (107,400) 5,892,600
1,597,048 - - 1,597,048 1,597,048 - 1,597,048
136,779,877 - 116,331 136,896,208 184,643,978 (210,120) 184,433,858
7,622,916 || 1,096,231 848,512 7,375,197 8,434,615 779,457 (511,333) 7,143,825
699,666 649,666 30,345 80,345 699,666 649,666 30,345 80,345
8,322,582 1,745,897 878,857 7,455,542 9,134,281 1,429,123 (480,988) 7,224,170
35,770,632 51,476 || 4,555,178 || 40,274,334 1,099,690 51,476 7975 1,056,189
20,856,845 || 2,051,908 (1,962)| 18,802,975 || 22,891,169 || 2,061,068 1,380 || 20,831,481
56,627,477 2,103,384 4553216 59,077,309 23,990,859 2,112,544 9,355 21,887,670
639,893 639,893 639,893 - 639,893
202,369,829 3,849,281 5,548,404 204,068,952 218,409,011 3,541,667 (681,753) 214,185,591
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10.2.1 Market Treasury Bills have tenures of 3 months to 1 year. The Bank’s return on these instruments ranges from 12.79%
to 13.84% per annum (2018: 8.71% to 10.96% per annum) with maturities up to December 2020.

10.2.2 Pakistan Investment Bonds have tenures of 3 to 10 years. The Bank’s return on these instruments ranges from 6.64%
10 14.59% per annum (2018: 6.45% to 12.70% per annum) with maturities from July 2020 to August 2029.

10.2.3 GoP ljarah Sukuk bonds have tenure of 3 years. The Bank’s return on these instruments is 5.24% per annum (2018:
5.24% per annum) maturing in June 2020.

2019 2018
------------- Rupees '000------------
10.2.4 Bai Muajjal - gross 2,212,625 2,212,625
Less: deferred income (400,462) (605,467)
Less: profit receivable shown in other assets (215,115) (10,110)
Bai Muajjal - net 1,597,048 1,597,048
This represents Bai Muajjal with Government of Pakistan which carry mark-up at the rate of 12.84% per annum (2018:
12.84%) maturing in December, 2021.
10.2.5 These include Sukuks having tenures ranging from 5 to 15 years. The Bank’s return on these instruments ranges from
13.99% to 16.85% per annum (2018: 8.56% to 11.92% per annum) with maturities up to May 2032.
. 2019 2018
10.3 Investments given as collaterat Rupees '000------------
- Market treasury bills 21,747,989 59,034,240
10.4 Provision for diminution in value of investments
10.4.1 Opening balance 3,541,667 3,448,776
Charge / (reversals)
Charge for the year 366,100 229,043
Reversals on disposals (58,486) (136,152)
307,614 92,891
Closing Balance 3,849,281 3,541,667
10.4.2 Particulars of provision against 2019 2018
debt securities Non- Non-
performing Provision performing Provision
Category of classification investments investments
------------------------------ Rupees '000 -------------===mmmmmmoommm-
Domestic
- Loss 2,108,384 2,103,384 2,112,544 2,112,544
10.5 Investment in subsidiary

Faysal Asset Management Limited (the Company) was incorporated in Pakistan under the requirements of the
Companies Ordinance, 1984 on August 6, 2003 as an unlisted public limited company. The Company commenced its
operations on November 14, 2003. The Company is a Non-Banking Finance Company (NBFC). The Company has
obtained license to carry out asset management and investment advisory services under the requirements of Non-
Banking Finance Companies (Establishment and Regulation) Rules, 2003 and the Non-Banking Finance Companies
and Notified Entities Regulations, 2008.
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10.5.1

10.6

Particulars of the assets and liabilities of the subsidiary

Revenue

Net loss

Total assets

Liabilities

Net assets

Percentage (%) holding of the Bank

Dec 31, Dec 31,
2019 2018
————————————— Rupees '000------------
144,748 110,012
(36,860) (54,234)
390,402 380,646
100,713 74,945
289,689 305,701

99.99% 99.99%

During the year, the management assessed the recoverable amount of the Bank’s investment in Faysal Asset
Management Limited. As a result of this exercise, the management has concluded that there is no impairment against
the Bank’s investment in Faysal Asset Management Limited as at December 31, 2019.

In determining the recoverable amount, the management has used certain key assumptions regarding the future
business, economic and market conditions. Key assumptions include discount rate and terminal growth rate. A

change in these assumptions used may impact the value of investment.

Quality of available for sale securities

Details regarding quality of available for sale (AFS) securities are as follows:

Federal Government securities - Government guaranteed

Market Treasury Bills
Pakistan Investment Bonds
ljarah Sukuks

Shares

Listed companies
Cement
Chemical
Commercial banks
Engineering
Fertilizer
Glass and ceramics
Investment banks / investment companies / securities
Qil and gas exploration company
Qil and gas marketing company
Open - end mutual funds
Paper and board
Pharmaceuticals
Power generation and distribution
Real estate
Refinery
Textile composite
Textile spinning
Textile weaving
Transport
Food and allied
Others
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2019 2018
Cost |
------------- Rupees '000------------

87,671,805 141,762,868
10,437,208 3,653,585
6,000,000 6,000,000
104,109,013 151,416,453
291,028 332,380
578,402 672,135
1,677,348 1,612,705
72,489 89,246
629,798 669,138
38 38
12,628 12,628
903,551 885,828
381,012 382,712
2,051,843 2,731,377
84,019 251,189
55,589 73,622
687,796 484,988
16,372 16,372
19,033 56,913
98,204 106,735
4,362 4,362
1,271 1,271
57,974 50,917
243 243
16 16
7,622,916 8,434,615




Notes to and forming part of the
Unconsolidated Financial Statements

For the year ended December 31, 2019

10.7

10.7.1

11

Unlisted companies
1Link (Private) Limited
Al Hamra Avenue (Private) Limited
Al Hamra Hills (Private) Limited
DHA Cogen (Private) Limited
Himont Chemical
Pace Barka Properties Limited
Pakistan Export Finance Guarantee

Non Government debt securities

Listed
- AA+, AA, AA-
- Unrated

Unlisted
- AA+, AA, AA-
- A+ A, A-
- Unrated

Particulars relating to held to maturity securities are as follows:

Federal Government securities - Government guaranteed

Other Federal Government securities

Non Government debt securities

Unlisted
- AAA
- AA+, AA, AA-
- A+ A, A-
- CCC and below
- Unrated

2019 2018
Cost | | Breakup value Cost | | Breakup value
Rupees'000

50,000 N/A 50,000 N/A
265,938 357,675 265,938 357,675
5 5 5 5
325,000 1,853,509 325,000 1,853,509
1,037 = 1,037 -
52,000 90,168 52,000 90,168
5,686 = 5,686 -
699,666 2,301,357 699,666 2,301,357

2019 2018

Cost
————————————— Rupees '000------------

719,157 1,048,214
35,051,476 51,476
35,770,633 1,099,690
2,402,000 1,002,876
95,000 133,000
4,443,810 5,208,331
6,940,810 6,344,207
1,697,048 1,697,048
7,583,928 8,657,142
> 566,667
181,981 293,629
1,499,110 1,499,110
4,651,015 5,530,414
13,916,034 16,546,962

The market value of securities classified as held-to-maturity as at December 31, 2019 amounted to Rs. 12,564.225
million (December 31, 2018: Rs. 15,490.626 million).

ADVANCES Note

Loans, cash credits, running finances, etc. 11.2
Islamic financing and related assets
Bills discounted and purchased

Advances - gross

Provision against advances 1.4
- specific

- general

Advances - net of provision

Performing Non performing Total
2019 || 2018 2019 || 2018 2019 || 2018
e eseeeeoeoeeoooooo- Rupees'000 ----=-====mmmmmmmm oo
182,560,477 210,086,919 28,777,157 25,712,067 211,337,634 235,798,986
114,980,031 78,493,045 1,096,671 475,784 116,076,702 78,968,829
5,860,886 4,990,707 535,455 499,787 6,396,341 5,490,494
303,401,394 293,570,671 30,409,283 26,687,638 333,810,677 320,258,309
| - || - || (23,475,724)” (23,135,261)” (23,475,724)” (23,135,261)
(761,951) (678,187) - - (761,951) (678,187)
(761,951) (678,187)  (23,475,724)  (23,135,261) (24,237,675) (23,813,448)
302,639,443 292,892,484 6,933,559 3,552,377 309,573,002 296,444,861
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2019 2018
————————————— R '000------------
11.1  Particulars of advances (gross) Hpees
- in local currency 331,186,964 319,538,262
- in foreign currencies 2,623,713 720,047

333,810,677 320,258,309

11.2 Includes net investment in finance lease as disclosed below:

2019 2018
Not later || Laterthan Over Not later || Laterthan Over
than one one and five Total than one one and five Total
less than less than
year five years years year five years years
————————————————————————————————————————————————— Rupees '000 ---=======mmmmmmmmmm oo
Lease rentals receivable 813,647 2,041,266 - 2,854,813 1,201,214 3,380,025 921 4,582,160
Residual value 446,191 480,015 - 926,206 590,283 907,626 682 1,498,591
Minimum lease payments 1,259,738 2,521,281 - 3,781,019 1,791,497 4,287,651 1,603 6,080,751
Financial charges for future
periods (86,118) (19,577) - (105,695) (98,931) (22,002) - (120,933)
Present value of minimum
lease payments 1,173,620 2,501,704 - 3,675,324 1,692,566 4,265,649 1,603 5,959,818

11.3  Advances include Rs. 30,409 million (2018: Rs. 26,688 million) which have been placed under non-performing status
as detailed below:-

2019 2018
e - Non- Non-
Category of classification performing || Provision performing Provision
loans loans
Rupees '000
Domestic
- other assets especially mentioned 1,483,618 10 198,389 100
- substandard 1,528,058 262,576 1,241,631 158,324
- doubtful 4,305,081 1,164,514 1,525,467 660,373
- loss 23,092,526 22,048,624 23,722,151 22,316,464
Total 30,409,283 23,475,724 26,687,638 23,135,261
11.4 Particulars of provision against advances
Note 2019 2018
Specific ||  General [|  Total Specific ||  General || Total
————————————————————————————————————————————— Rupees '000 ---=-=====mmmmmmmm oo
Opening balance 23,135,261 678,187 23,813,448 23,726,401 568,666 24,295,067
Charge for the year 2,374,327 83,764 2,458,091 1,672,814 109,521 1,782,335
Reversals during the year 11.4.3 (1,812,748) = (1,812,748) (2,215,946) - (2,215,946)
561,679 83,764 645,343 (543,132 109,521 (433,611)
Amounts written off 11.5.1 (220,887) - (220,887) (48,008) - (48,008)
Amounts charged off -
agriculture financing ~ 11.5.1 (229 - (229) - - -
Closing balance 23,475,724 761,951 24,237,675 23,135,261 678,187 23,813,448
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11.41

11.4.2

11.4.3

11.5

11.5.1

11.5.2

11.6

12

121

Particulars of provision against advances

2019 2018
Specific | | General || Total Specific || General [ Total
Rupees '000
In local currency 23,475,724 761,951 24,237,675 23,135,261 678,187 23,813,448

As allowed by the SBP the Bank has availed benefit of forced sale value (FSV) of collaterals held as security of Rs
1,996.336 million (December 31, 2018: Rs 1,464.180 million) relating to advances while determining the provisioning
requirement against non-performing financing as at December 31, 2019. The additional profit arising from availing the
FSV benefit - net of tax as at December 31, 2019 which is not available for distribution as either cash or stock
dividend to shareholders and bonus to employees approximately amounted to Rs 1,217.765 million (December 31,

2018: Rs 951.717 million).

Reversals of provision against advances include Rs 30 million related to an acquisition of non-banking asset in

satisfaction of partial claim during the year.

Note 2019 2018
Particulars of write-offs - net of recoveries: ~ —mmmemeeen Rupees '000------------
Against provisions 1.4 221,116 48,008
Directly charged to profit and loss account
- write-offs 12,430 10,926
- recoveries against write-offs (105,547) (123,878)
(93,117) (112,952)
127,999 (64,944)
Write-offs of Rs. 500,000 and above
- domestic 11.6 211,520 34,711
- overseas - -
Write-offs of below Rs. 500,000 22,026 24,223
Recoveries against write-offs (105,547) (123,878)
127,999 (64,944)

Details of loan write off of Rs. 500,000/- and above

In terms of sub-section (3) of section 33A of the Banking Companies Ordinance, 1962, the statement in respect of
written off loans or any other financial relief of five hundred thousand rupees or above allowed to a person(s) during the
year ended December 31, 2019 is given in Annexure - | to these unconsolidated financial statements.

Note 2019 2018
FIXEDASSETS T Rupees '000------------
Capital work-in-progress 121 1,158,140 475,098
Property and equipment 12.2 23,025,284 11,136,909
24,183,424 11,612,007
Capital work-in-progress
Civil works 393,327 188,143
Equipment 657,714 226,154
Furniture and fixture 44,591 47,460
Vehicles 62,508 13,341
1,168,140 475,098
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12.2 Property and equipment

2019
Building | Buildin iture | Electrical, Leasehold | Right-
Freehold | Leasehold) on ’ on ’ Fuz::lc:ure office and| yenicles | PP aosf;:?se- Total
land land freehold | leasehold fixture computer and land and
land land equipment improvement| building
Rupees '000
At January 1, 2019
Cost / revalued amount 1,110,602 3,069,916 176,048 4,598,821 1,059,826 5,670,601 214,700 2,600,234 7,531,556 26,022,204
Accumulated depreciation = ° 9,669 161,014 849,423 4,564,771 121,576 1,647,396 - 7,363,739
Net book value 1,110,502 3,059,916 166,489 4,437,807 210,403 1,105,830 93,124 952,838 7,531,556 18,668,465
Year ended December 31, 2019
Opening net book value 1,110,602 3,059,916 166,489 4,437,807 210,403 1,105,830 93,124 952,838 - 11,136,909
Initial application of IFRS 16 = = = = s - - - 7,631,656 7,531,556
Additions = = = = 121,397 1,213,071 27,013 452254 2245917 4,059,652
Transfer from non-banking
assets (note 12.2.2) 703,649 - 123,409 - - - - - - 827,058
Movement in surplus on assets
revalued during the year 400,165 491,230 139,963 866,102 = - - - - 1,897,460
Disposals - - - - ©] (281) (2,929) - - (3,213)
Depreciation charge = - (12,153) (161,319)  (40,585) (571,710)  (18,712) (214,888) (1,404,771) (2,424,138)
Other adjustments / transfers - 1 ) 4) 9) 4 (1) 11 - -
Closing net book value 2,214,316 3,551,147 417,706 5,142,586 291,203 1,746,914 98,495 1,190,215 8,372,702 23,025,284
At December 31, 2019
Cost / revalued amount 2,214,316 3,551,147 417,706 5,142,586 1,180,954 6,780,773 229,389 3,052,489 9,777,473 32,346,833
Accumulated depreciation = = = = 889,751 5,033,859 130,894 1,862,274 1,404,771 9,321,549
Net book value 2,214,316 3,551,147 417,706 5,142,586 291,203 1,746,914 98,495 1,190,215 8,372,702 23,025,284
11 months -
Rate of depreciation (%) o = 2%-11%  2%-20% 10% 14%-50% 20% 10%-33% o9 years
2018
Building | Building Furni Electrical, Leasehold Right-
Freehold |Leasehold| on on urniture office and . property of-use
and Vehicles assets- Total
land land freehold [ leasehold fixture computer and land and
land land X equipment improvement| building
Rupees '000
At January 1, 2018
Cost / revalued amount 1,110,502 3,069,916 176,048 4,598,812 1,027,993 5,110,878 232,109 2,360,295 - 17,676,553
Accumulated depreciation - - - - 823,400 4,099,142 142,104 1,484,139 - 6,548,785
Net book value 1,110,502 3,059,916 176,048 4,598,812 204,593 1,011,736 90,005 876,156 - 11,127,768
Year ended December 31, 2018
Opening net book value 1,110,502 3,059,916 176,048 4,598,812 204,593 1,011,736 90,005 876,156 - 11,127,768
Additions - - - - 36,315 594,336 30,825 241,054 - 902,530
Transfer from non-banking assets - - - - - - - - - -
Movement in surplus on assets -
revalued during the year - - - - - - - - - -
Disposals - - - - (60) (1,190) (9,647) (28) - (10,925)
Depreciation charge - - (9,559) (161,014)  (30,455) (498,980)  (18,059) (164,415) - (882,482)
Other adjustments / transfers - - - 9 10 (72) - 71 - 18
Closing net book value 1,110,502 3,059,916 166,489 4,437,807 210,403 1,105,830 93,124 952,838 - 11,136,909
At December 31, 2018
Cost / revalued amount 1,110,602 3,059,916 176,048 4,598,821 1,059,826 5,670,601 214,700 2,600,234 - 18,490,648
Accumulated depreciation - - 9,559 161,014 849,423 4,564,771 121,576 1,647,396 - 7,353,739
Net book value 1,110,502 3,059,916 166,489 4,437,807 210,403 1,105,830 93,124 952,838 - 11,136,909
Rate of depreciation (%) - - 2%-6%  2%-20% 10% 14%-50% 20% 10%-33% N/A
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12.2.1 Included in cost of operating fixed assets are fully depreciated items still in use having cost of Rs 5,618.564 million
(2018: Rs 5,139.969 million).

12.2.2 During the year, the Bank has transferred three properties to fixed assets from non-banking assets having book values
of Rs 827.058 million.

12.2.3 The Bank's freehold / leasehold land and buildings on freehold / leasehold land were revalued by Igbal A. Nanjee Co.
(Private) Limited on December 31, 2019 on the basis of professional assessments of the market values. As a result of
revaluation of these assets, the market value of freehold / leasehold land and building on freehold / leasehold land
were determined as Rs 11,325.755 million. The results of this revaluation exercise have determined a further surplus of
Rs 1,897.460 million recognised during the current year.

12.2.4 Had there been no revaluation, the carrying amount of revalued assets as at December 31, 2019 would have been Rs
3,725.226 million (2018: Rs 3,298.463 million).

Note 2019 2018
12.2.5 Allocation of depreciation expense for the year is as follows; ~ —ms Rupees '000------------
Property expense
- owned assets 388,360 365,444
- right-of-use assets 1,404,771 -
1,793,131 365,444
Information technology expense 319,040 334,508
Other operating expenses 311,967 182,530
2,424,138 882,482
13 INTANGIBLE ASSETS
Capital work-in-progress 13.1 412,380 224,492
Intangibles 13.2 1,075,161 1,107,239
1,487,541 1,331,731
13.1 Capital work-in-progress
Computer software 412,380 224,492
13.2 Intangibles 2019
Computer Cus_tomer Total
software relationship
———————————————————————— Rupees '000 -------==-===--==------
At January 1, 2019
Cost 2,085,282 2,557,167 4,642,449
Accumulated amortisation 1,950,361 1,584,849 3,535,210
Net book value 134,921 972,318 1,107,239
Year ended December 31, 2019
Opening net book value 134,921 972,318 1,107,239
Additions - directly purchased 302,172 - 302,172
Amortisation charge (142,147) (192,103) (334,250)
Closing net book value 294,946 780,215 1,075,161
At December 31, 2019
Cost 2,387,453 2,557,167 4,944,620
Accumulated amortisation 2,092,507 1,776,952 3,869,459
Net book value 294,946 780,215 1,075,161
Rate of amortisation (percentage) 17%-33% =
Useful life 3-6 years 10-19 years
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2018
Computer Cus_tome!' Total
software relationship
----- -- Rupees '000 ----------=-=-=---------

At January 1, 2018
Cost 1,962,790 2,557,167 4,519,957
Accumulated amortisation 1,830,312 1,392,746 3,223,058
Net book value 132,478 1,164,421 1,296,899
Year ended December 31, 2018
Opening net book value 132,478 1,164,421 1,296,899
Additions - directly purchased 122,492 - 122,492
Amortisation charge (120,049) (192,103) (312,152)
Closing net book value 134,921 972,318 1,107,239
At December 31, 2018
Cost 2,085,282 2,557,167 4,642,449
Accumulated amortisation 1,950,361 1,584,849 3,535,210
Net book value 134,921 972,318 1,107,239
Rate of amortisation (percentage) 17%-33% -
Useful life 3-6 years 10-19 years

13.2.1 The intangible assets include fully amortised items still in use having cost of Rs 1,947.364 million (2018: Rs 1,792.074
million).

13.2.2 This includes the intangible asset - customer relationship which comprises of core deposits which were recognised at
the time of acquisition of ex-RBS Pakistan. These core deposits represent the funding benefit that would be available
to the Bank on account of availability of funding through deposit customers rather than from the wholesale or
interbank market. This benefit also considers the fact that the economic life time of these deposits is longer than their
contractual life. Based on this assumption, this intangible asset had been valued using certain valuation techniques
and is being amortised over the life expectancy of these deposits. As more fully explained in note 13.3 to these
unconsolidated financial statements, the SBP allowed the Bank to adjust the amortisation charge arising on this
intangible assets against non-distributable capital reserve.

13.2.3 The remaining amortisation period of these intangibles are ranging from 1 to 9 years.
13.3 Non-distributable capital reserve - gain on bargain purchase

As per the directive of the SBP through its letter BPRD (R&P-02)/625-99/2011/3744 dated March 28, 2011, gain
arising on bargain purchase of Pakistan operations of Royal Bank of Scotland (ex-RBS Pakistan) was credited directly
into equity as non-distributable capital reserve (NCR). The SBP allowed the Bank to adjust the amortisation of
intangible assets against the portion of reserve which arose on account of such assets. Accordingly, the Bank has
adjusted amortisation of intangible assets amounting to Rs. 156.076 million (2018: Rs. 124.867 million) (net of tax)
from the non-distributable capital reserve.
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14

141

14.1.1

14.1.2

14.2

OTHER ASSETS

Income / mark-up accrued in local currency - net of provision
Income / mark-up accrued in foreign currency - net of provision
Advances, deposits, advance rent and other prepayments
Advance taxation (payments less provisions)

Non-banking assets acquired in satisfaction of claims

Mark to market gain on forward foreign exchange contracts
Fair value of derivative contracts

Acceptances

Credit cards and other products fee receivable

Receivable from brokers against sale of shares

Dividend receivable

Receivable from 1Link (Private) Limited

Rent and amenities receivable

Rebate receivable - net

Others

Less: provision held against other assets

Other assets (net of provision)

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

Other assets - total

Market value of non-banking assets acquired in satisfaction of claims

Note

141

23.1
19

14.2

2019 2018
————————————— Rupees '000------------
9,599,120 5,059,391
82,615 66,476
891,027 1,226,008
2,612,575 3,562,370
1,271,386 1,807,502
859,265 2,868,688
90,937 -
9,142,924 10,899,656
574,288 463,771
183,606 447,272
75,348 75,348
363,052 319,493
45,008 54,973
54,505 4,295
288,485 279,016
26,134,141 27,134,259
(252,176) (257,564)
25,881,965 26,876,695
1,453,786 1,261,018
27,335,751 28,137,713
2,725,172 3,847,102

The non-banking assets acquired in satisfaction of claims by the Bank have been revalued by independent
professional valuer as at December 31, 2019. The revaluation was carried out by Igbal A. Nanjee Company (Private)

Limited on the basis of professional assessment of present market value.

Non-banking assets acquired in satisfaction of claims

Opening Balance
Additions
Revaluation
Disposals
Transferred to fixed assets
Depreciation
Impairment
Closing Balance

Gain / loss on disposal of non-banking assets
acquired in satisfaction of claims

Disposal proceeds
Less: carrying value
Gain

Provision held against other assets

Dividend receivable

SBP penalties

Fraud forgery theft and account receivable
Security deposits

Others

2019 2018
————————————— Rupees '000------------
3,068,520 3,130,557
37,000 -
638,774 -
(180,357) -
(827,058) -
(11,707) (14,257)
= (47,780)
2,725,172 3,068,520
191,073 -
180,357 -
10,716 -
75,348 75,348
51,135 64,383
21,662 13,802
22,994 22,994
81,037 81,037
252,176 257,564
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Note 2019 2018
14.2.1 Movement in provision held against otherassets - Rupees '000------------
Opening balance 257,564 249,980
Charge for the year 7,860 9,782
Reversals during the year (13,248) (2,198)
(5,388) 7,584
Closing balance 252,176 257,564
15 BILLS PAYABLE
In Pakistan 8,356,460 23,543,525
16 BORROWINGS
Secured
Borrowings from the State Bank of Pakistan
- under export refinance scheme - part | and I 16.1 10,598,970 11,895,711
- under long term financing facility 16.2 2,426,974 1,786,815
- under long term financing facility for renewable power energy (RPE) 16.3 896,508 962,784
- under scheme of financing facility for storage of agricultural produce 16.4 86,316 117,219
- under Islamic export refinance scheme 16.5 8,087,560 4,107,833
22,096,328 18,870,362
Repurchase agreement borrowings 16.6 21,721,810 58,968,300
Total secured 43,818,138 77,838,662
Unsecured
Call borrowings 16.7 1,783,448 325,000
Overdrawn nostro accounts 438,722 141,626
Musharaka acceptances 16.8 18,020,000 7,700,000
Other borrowings 16.9 8,686,487 12,346,633
Total unsecured 28,928,657 20,513,259
72,746,795 98,351,921

16.1 In accordance with the export refinance scheme (ERF), the Bank has entered into agreements for financing with the
SBP for extending export finance to customers. As per the agreement, the Bank has granted the SBP the right to
recover the outstanding amount from the Bank at the date of maturity of the finance by directly debiting the current
account maintained by the Bank with the SBP. Borrowing from the SBP under the export refinance scheme is secured
by the Bank's cash and security balances held by the SBP. The mark-up rates on this facility was 1% and 2% per
annum (2018: 1% to 2% per annum) payable on quarterly basis with maturities upto 180 days from the date of grant.

16.2 These represent borrowings from the SBP under scheme for long term financing facility. The markup rates on these
facilities are ranging from 3% to 4.5% per annum (2018: 2% to 4.5% per annum) payable on quarterly basis, with
maturities upto December 2026. As per the terms of the agreement, the Bank has granted the SBP a right to recover
the outstanding amount from the Bank at the respective date of maturity of finances by directly debiting the current
account of the Bank maintained with the SBP.

16.3 These represent borrowings from the SBP under scheme for long term financing facility for renewable power energy
(RPE). The mark-up rates on these facilities are 2% to 3% per annum (2018: 2% per annum), payable on quarterly
basis, with maturities upto December 2028. As per the agreement, the Bank has granted the SBP a right to recover
the outstanding amount from the Bank at the maturity date of finances by directly debiting the current account of the
Bank maintained with the SBP.
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16.4 These represent borrowings from the SBP under scheme of financing facility for storage of agricultural produce. The
mark-up rates on these facilities are ranging from 2.5% to 3.5% per annum (2018: 2.5% to 3.5%) payable on quarterly
basis with maturities upto December 2023. As per the agreement, the Bank has granted the SBP the right to recover
the outstanding amount from the Bank at the date of maturity of the finance by directly debiting the current account
maintained by the Bank with the SBP.

16.5 In accordance with the Islamic export refinance scheme (IERS), the Bank has entered into musharaka agreements for
financing with the SBP for extending export finance to customers. As per the agreement, the Bank has granted the
SBP the right to recover the outstanding amount from the Bank at the date of maturity of the finance by directly
debiting the current account maintained by the Bank with the SBP. The average mark-up rate on this facility is 2.28%
(2018: 2.28%) payable on quarterly basis with maturities upto 180 days from the date of grant.

16.6 These represent collateralised borrowings against market treasury bills. The mark-up rates on these borrowings are
ranging from 13.10% to 13.32% per annum (2018: 10.24% per annum). These are payable by January 2020.

16.7 These borrowings are from financial institutions. The mark-up rates on these borrowings are 12.80% per annum
(2018: 10.12% per annum) payable on maturity with maturities upto February 2020.

16.8 These Musharaka acceptances are on profit and loss sharing basis. The expected rates on these deals are expected
to range between 8% to 12.15% per annum (2018: 9.5% to 9.8% per annum). These deals have maturities upto
February 2020.

16.9 This represents borrowings from foreign financial institutions. The mark-up rates on these borrowings are ranging from
3.32% to 3.43% per annum (2018: 3.28% to 4.76%) with maturities upto May 2020.

16.10 Details and nature of securities pledged as collateral against borrowings are given in note 10.3 to these
unconsolidated financial statements.

2019 2018

16.11 Particulars of borrowings with respect to currencies @~ T Rupees '000------------

In local currency 64,060,308 86,005,288
In foreign currencies 8,686,487 12,346,633
72,746,795 98,351,921

17 DEPOSITS AND OTHER ACCOUNTS

2019 2018
In local In foreign In local In foreign
currency currencies Total currency currencies Total
————————————————————————————————————————— Rupees '000 -----=mmmmmmmm oo
Customers
Current deposits — remunerative 12,358,523 - 12,358,523 4,063,646 - 4,063,646
Current deposits — non-remunerative | 117,835,756 16,723,542 || 134,559,298 | 112,565,332 14,367,150 126,932,482
Savings deposits 137,498,494 15,672,852 || 153,171,346 || 110,520,860 15,358,413 125,879,273
Term deposits 122,761,268 4,921,337 || 127,682,605 || 116,529,111 3,898,877 120,427,988
Margin deposits 2,715,024 19,177 2,734,201 2,721,574 47,179 2,768,753
393,169,065 37,336,908 430,505,973 346,400,523 33,671,619 380,072,142
Financial institutions
Current deposits 1,120,002 55,570 1,175,572 1,129,922 49,068 1,178,990
Savings deposits 19,638,764 - 19,638,764 20,950,300 - 20,950,300
Term deposits 6,468,800 - 6,468,800 7,182,370 - 7,182,370
27,227,566 55,570 27,283,136 29,262,592 49,068 29,311,660
420,396,631 37,392,478 457,789,109 375,663,115 33,720,687 409,383,802
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17.1

Composition of deposits

- individuals

- Government (Federal and Provincial)
- public sector entities

- banking companies

- non-banking financial institutions

- private sector

2019 2018
————————————— Rupees '000------------
128,075,914 130,254,260

24,230,323 26,873,678
22,531,784 11,902,407

2,830,392 788,086
24,452,744 28,523,574
255,667,952 211,041,797
457,789,109 409,383,802

17.1.1 This includes deposits eligible to be covered under insurance arrangements amounting to Rs 244.160 billion (2018: Rs

18

219.067 billion).

DEFERRED TAX (LIABILITIES) / ASSETS

Deductible temporary differences on

- provision for diminution in the value of investments
- provision against advances, off balance sheet, etc.
- provision against other assets

- surplus on revaluation of investments

Taxable temporary differences on

- surplus on revaluation of fixed assets

- surplus on revaluation of non banking assets

- fair value adjustment relating to net assets acquired
upon amalgamation

- accelerated tax depreciation

Deductible temporary differences on

- provision for diminution in the value of investments
- provision against advances, off balance sheet etc.
- provision against other assets

- surplus on revaluation of investments

Taxable temporary differences on

- surplus on revaluation of fixed assets

- surplus on revaluation of non banking assets

- fair value adjustment relating to net assets acquired
upon amalgamation

- accelerated tax depreciation
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2019
At January |[|Recognised|| Recognised in || At December
1,2019 in P&L ocCl 31, 2019
———————————————————————— Rupees '000 --------------mmmmmmoooo
95,977 87,010 - 182,987
1,427,294 (120,027) = 1,307,267
94,017 5,686 - 99,703
234,738 - (2,398,225) (2,1683,487)
1,852,026 (27,331) (2,398,225) (573,530)
(1,184,279) 48,893 (540,651) (1,676,037)
(23,377) - 9,264 (14,113)
(340,314) - 36,029 (304,285)
(120,850) (75,183) - (196,033)
(1,668,820) (26,290) (495,358) (2,190,468)
183,206 (563,621) (2,893,583) (2,763,998)
2018
At January || Recognised || Recognised in || At December
1,2018 in P&L ocCl 31, 2018
———————————————————————— Rupees '000 --------------mmmommooooo
476,211 (380,234) - 95,977
2,700,846 (1,273,552) - 1,427,294
222,205 (128,188) - 94,017
(780) - 235,518 234,738
3,398,482 (1,781,974) 235,518 1,852,026
(1,228,159) 43,880 - (1,184,279)
(23,751) - 374 (23,377)
(407,550) - 67,236 (340,314)
(139,037) 18,187 - (120,850)
(1,798,497) 62,067 67,610 (1,668,820)
1,599,985 (1,719,907) 303,128 183,206
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19

19.1

20

20.1

OTHER LIABILITIES

Mark-up / return / interest payable in local currency
Mark-up / return / interest payable in foreign currency
Unearned commission and income on bills discounted
Accrued expenses

Acceptances

Unclaimed dividends

Mark to market loss on forward foreign exchange contracts
Branch adjustment account

Charity fund balance

Provision against off-balance sheet obligations
Security deposits against lease

Withholding tax payable

Federal excise duty payable

Payable to brokers against purchase of shares

Fair value of derivative contracts

Credit cards and other products payables

Lease liability against right-of-use asset

Token money against disposal of assets

Funds held as security

Payable to 1Link (Private) Limited

Insurance payable

Clearing and settlement accounts

Provision for gratuity

Others

Provision against off-balance sheet obligations
Opening balance

Charge for the year
Reversals during the year

Closing balance
SHARE CAPITAL
Authorised capital

2019 2018

2,200,000,000 1,800,000,000 Ordinary shares of Rs.10 each

Note

14

191

231

36

2019 2018
————————————— Rupees '000------------
3,729,656 1,962,508
27,021 19,891
725,288 211,031
2,374,642 2,099,600
9,142,924 10,899,656
45,817 46,061
2,228,384 1,239,594
= 5,301
2,278 1,409
113,676 125,238
1,201,214 2,067,095
180,845 83,975
58,494 52,450
77,747 897,109
1,032,154 771,326
1,119,464 895,567
8,319,984 -

565,357 572,276
232,572 214,698
125,263 127,612
144,552 237,073
1,172,824 1,988,417
118,814 117,852
193,452 500,681
32,932,422 25,136,420
125,238 101,090
= 57,434
(11,562) (33,286)
(11,562) 24,148
113,676 125,238

2019 2018

————————————— Rupees '000------------

22,000,000 18,000,000
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20.2 Issued, subscribed and paid up

2019 2018 2019 2018
----------- Number of shares---------- -------------Rupees '000------------
Ordinary shares
201,451,420 201,451,420  Fully paid in cash 2,014,514 2,014,514
1,298,772,879  1,298,772,879 Issued as bonus shares 12,987,729 12,987,729
17,472,226 17,472,226 Issued for consideration other than cash 174,722 174,722
1,517,696,525  1,517,696,525 15,176,965 15,176,965

20.2.1 As at December 31, 2019, Ithmaar Bank B.S.C. (closed) (the holding company of the Bank) through its subsidiaries
and nominees held 1,013,473,712 ordinary shares of Rs. 10 each (2018: 1,013,473,712 ordinary shares). These
include 11,186,268 (2018: 11,186,268) shares in respect of withholding tax on bonus shares issued by the Bank.
These shares were not released by the Bank to the Government Treasury based on a stay order issued by the
Honorable High Court of Sindh. During the year ended December 31, 2018, the above stay order has been vacated.
However, the Bank has subsequently filed a constitutional petition with the Honorable High Court of Sindh in respect
of this matter.

Note 2019 2018
21 SURPLUS ON REVALUATION OF ASSETS -NETOF TAX 7777~ Rupees ‘000-----------
Surplus / (deficit) on revaluation of
- Available for sale securities 10.1 5,547,402 (670,686)
- Fixed assets 211 7,600,529 5,476,251
- Non-banking assets acquired in satisfaction of claims 21.2 1,453,786 1,261,018
14,601,717 6,066,583
Deferred tax on surplus / (deficit) on revaluation of:
- Available for sale securities (2,163,487) 234,740
- Fixed assets 21.1 (1,676,037) (1,184,279)
- Non-banking assets acquired in satisfaction of claims 21.2 (14,113) (23,377)
(3,853,637) (972,916)
10,748,080 5,093,667
211 Surplus on revaluation of fixed assets
Surplus on revaluation of fixed assets as at January 1 5,476,251 5,601,617
Recognised during the year 1,897,460 -
Transferred from surplus on revaluation of non-banking assets 352,184 -
Transferred to unappropriated profit in respect of incremental
depreciation charged during the year (125,366) (125,3606)
Surplus on revaluation of fixed assets as at December 31 7,600,529 5,476,251
Less: related deferred tax liability on:
- revaluation as at January 1 (1,184,279) (1,228,159)
- revaluation recognised during the year (627,712) -
- transferred from surplus on revaluation of non-banking assets (12,939) -
- incremental depreciation charged during the year 48,893 43,880
(1,676,037) (1,184,279)
5,924,492 4,291,972
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21.2

22

221

22.2

22.21

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

Surplus on revaluation as at January 1

Recognised during the year

Transferred to surplus on revaluation of fixed assets
Surplus realised on disposal during the year
Surplus on revaluation as at December 31

Less: related deferred tax liability on:

- revaluation as at January 1

- revaluation recognised during the year

- transferred to surplus on revaluation of fixed assets

CONTINGENCIES AND COMMITMENTS

Guarantees
Commitments
Other contingent liabilities

Guarantees:

Financial guarantees
Performance guarantees
Other guarantees

Commitments:

Documentary credits and short-term trade-related transactions
- letters of credit

Commitments in respect of:
- forward foreign exchange contracts
- forward government securities transactions

- derivatives - cross currency and interest rate swaps (notional principal)
- operating leases
- extending credit (irrevocable)

Commitments for acquisition of:
- operating fixed assets
- intangible assets

Commitments in respect of forward foreign exchange contracts

Purchase
Sale

Note

221
22.2
22.3

22.21
22.2.2

22.2.3
22.2.4
22.5

2019 2018
————————————— Rupees '000------------
1,261,018 1,262,087
638,774 (1,069)
(352,184) -
(93,822) -
1,458,786 1,261,018
(23,377) (23,751)
(3,675) 374
12,939 -
(14,113) (23,377)
1,439,673 1,237,641
24,074,333 17,988,308
208,211,812 230,966,872
4,293,244 4,293,244
236,579,389 253,248,424
7,099,400 1,417,536
4,870,710 7,068,425
12,104,223 9,502,347
24,074,333 17,988,308
30,343,743 32,048,821
126,281,305 94,403,136
21,760,786 62,083,269
9,244,773 4,483,600
= 10,708,369
20,281,111 27,079,658
185,919 46,719
114,175 113,300
208,211,812 230,966,872
84,264,725 66,533,034
42,016,580 27,870,102
126,281,305 94,403,136
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2019 2018
————————————— Rupees '000------------
22.2.2 Commitments in respect of forward government securities transactions
Purchase 21,760,786 59,084,100
Sale - 2,999,169
21,760,786 62,083,269
22.2.3 Commitments in respect of derivatives
Purchase - -
Sale 9,244,773 4,483,600
9,244,773 4,483,600
22.2.4 Commitments in respect of operating leases
Not later than one year - 1,421,897
Later than one year and not later than five years - 5,275,107
Later than five years - 4,011,365
- 10,708,369

As disclosed in note 3.8 to these unconsolidated financial statements, during the year, right-of-use assets and
corresponding lease liability have been recorded in accordance with IFRS 16, therefore, all commitments with respect
to operating leases are now on-balance sheet.

Note 2019 2018
22.3 Other contingent liabilites ~  soememeeeee Rupees '000------------
Suit filed by a customer for recovery of alleged losses suffered which
is pending in the Honorable High Court of Sindh. The Bank’s legal
advisors are confident that the Bank has a strong case 2,510,000 2,510,000
Indemnity issued favouring the Honorable High Court in one of the cases 457,543 457,543
Cantonment tax Karachi Cantonment Board (KCB) 22.31 171,000 171,000
Tax liability of gain on bargain purchase on the acquisition of
ex-RBS Pakistan 22.3.2 1,154,701 1,154,701
4,293,244 4,293,244

22.3.1 The Executive Officer, Karachi Cantonment Board (KCB), vide its notice CBR No. 1 dated March 08, 2017 has
proposed revised rates for assessment of shops and flats “A” category in which a fresh sub-category “Banks (self-
occupied)” has been introduced for the purpose of cantonment tax in the limit of KCB. This has resulted in additional
demand of Rs 171 million (2018: Rs 171 million) by KCB which includes demand on reassessment for the years from
2013 to 2017. On the basis of legal grounds agreed in consultation with legal counsel, the Bank has filed a suit in the
Honorable High Court of Sindh against such levy of tax. A stay order has been granted by the Honorable High Court
of Sindh in respect of payment of this additional demand.

The impact of revised rates would result in an additional demand of Rs 103 million in respect of the years ended
December 31, 2018 and 2019.
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22.3.2 Income tax assessments of the Bank have been finalised upto the tax year 2019 (accounting year 2018).

The department and the Bank have disagreements on a matter relating to taxability of gain on bargain purchase on
the acquisition of ex-RBS Pakistan. The additional tax liability on the matter amounts to Rs 1,154.701 million (2018:
Rs 1,154.701 million). The Commissioner Inland Revenue (Appeals) [(CIR(A)] has deleted the said additional tax liability,
however the income tax department has filed an appeal with the Appellate Tribunal Inland Revenue against the order
of CIR(A). The management and tax advisors of the Bank are confident that the matter will be decided in the Bank’s
favor and accordingly, no provision has been recorded in these unconsolidated financial statements in respect of this
matter.

22.4 There are certain claims against the Bank not acknowledged as debt amounting to Rs 34,194 milion (2018: Rs
31,579 million). These mainly represent counter claims filed by the borrowers for restricting the Bank from disposal of
assets (such as mortgaged / pledged assets kept as security), cases where the Bank was proforma defendant for
defending its interest in the underlying collateral kept by it at the time of financing, certain cases filed by ex-employees
of the Bank for damages sustained by them consequent to the termination from the Bank's employment and cases
for damages towards opportunity losses suffered by customers due to non-disbursements of running finance facility
as per the agreed terms. The above also includes an amount of Rs 25,299 million (2018: Rs 25,299 million) in respect
of a suit filed against the Bank for declaration, recovery of monies, release of securities, rendition of account and
damages.

Based on legal advice and / or internal assessments, management is confident that the above matters will be decided
in the Bank's favour and the possibility of any outcome against the Bank is remote and accordingly no provision has
been made in these unconsolidated financial statements.

22.5 Commitments to extend credits

The Bank makes commitments to extend credit (including to related parties) in the normal course of its business but
these being revocable commitments do not attract any significant penalty or expense if the facility is unilaterally
withdrawn except for Rs 20,281 million (2018: Rs 27,080 million) which are irrevocable in nature.

2019 2018
————————————— Rupees '000------------
23 DERIVATIVE INSTRUMENTS
Cross currency swaps (notional principal) 8,780,230 4,483,600
Interest rate swap (notional principal) 464,543 -

Derivative instruments, such as forward rate agreement, interest rate swaps, cross currency swaps and FX options,
are forward transactions that provide market making opportunities / hedge against the adverse movement of interest
and exchange rates. Derivatives business provides risk solutions for the existing and potential customers of the Bank.
All Derivative transactions are governed by the financial derivative business regulations (FDBR) issued by the State
Bank of Pakistan (SBP).
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23.1 Product analysis

Counterparties

2019

Cross currency swaps

Interest rate swap

Notional Mark to market Notional Mark to market
principal gain / loss principal gain / loss
With banks for Rupees 000
Hedging = = = =
Market making 4,273,153 (669,222) 464,543 (81)
With other entities for
Hedging = = = =
Market making 4,507,077 (371,964) - -
Total
Hedging = N B N
Market making 8,780,230 (941,186) 464,543 (31)

Counterparties

2018

Cross currency swaps

Interest rate swap

Notional Mark to market Notional Mark to market
principal gain / loss principal gain / loss
With banks for Rupees 1000
Hedging . _ N .
Market making 2,484,210 (457,384) - -
With other entities for
Hedging - - - -
Market making 1,999,390 (313,942) - -
Total
Hedging - - - -
Market making 4,483,600 (771,326) - -
23.2 Maturity analysis
2019
Remaining maturity @~ }—mm7"7"-42—7rmr-—7-——"—"—— Rupees '000 --ooz-oooomooooos oo
No. of Notional Mark to market
contracts principal Negative Positive Net
Upto 1 month - - - - -
1 to 3 months - - - - -
3 to 6 months = = = = =
6 months to 1 year 1 464,543 (490,984) 349,528 (141,456)
110 2 years 1 774,238 (798,458) 561,856 (236,602)
2 to 3 years 2 929,086 (1,027,845) 1,067,672 39,827
3 to 5 years - - - - -
5 to 10 years 10 7,076,906 (7,981,510) 7,378,524 (602,986)
Above 10 years - - - - -
Total 9,244,773 (10,298,797) 9,357,580 (941,217)
2018
Remaining maturity @~ = @ f—m—o—--vrr—— Rupees ‘000 —---------—-—-----------roooo
No. of Notional Mark to market
contracts principal Negative Positive Net

Upto 1 month - - - - -
1 to 3 months - - - - -
3 to 6 months - - - - -
6 months to 1 year - - - - -
110 2 years 1 416,586 (460,824) 362,674 (98,150)
2 to 3 years 1 1,157,182 (1,209,536) 949,056 (260,480)
3 to 5 years - - - - -
5 to 10 years 4 2,909,832 (2,935,139) 2,622,443 (412,696)
Above 10 years - - - - -
Total 4,483,600 (4,605,499) 3,834,173 (771,326)

23.3 Risk management related to derivatives is discussed in note 44.5 to these unconsolidated financial statements.
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24

25

26

27

271

28

Note
MARK-UP / RETURN / INTEREST EARNED

On:
a) loans and advances
b)  investments
¢)  lendings to financial institutions
d)  balances with banks
)

D

securities purchased under resale agreements
MARK-UP / RETURN / INTEREST EXPENSED

Deposits

Securities sold under repurchase agreements

Other short term borrowings

SBP borrowings

Short sale of Pakistan Investment Bonds

Bai Muajjal

Musharaka acceptances

Lease liability against right-of-use assets

Cost of foreign currency swaps against foreign currency deposits / borrowings

FEE AND COMMISSION INCOME

Branch banking customer fees
Consumer finance related fees

Card related fees (debit and credit cards)
Credit related fees

Investment banking fees

Commission on trade

Commission on guarantees

Commission on cash management
Commission on remittances including home remittances
Commission on bancassurance

Others

(LOSS) / GAIN ON SECURITIES

Realised - net 271
Unrealised - held for trading - net

Realised (loss) / gain on:

Federal Government securities
Shares
Open end mutual funds

OTHER INCOME

Rent on property

Gain on sale of fixed assets - net

Gain on sale of non-banking assets - net

Gain on short sale of Pakistan Investment Bonds (PIBs)
Notice pay

Scrap income

Others

2019 2018
————————————— Rupees '000------------
38,936,257 24,049,513
17,344,535 10,666,953
55,441 58,031
83,616 48,878
1,978,289 376,590
58,398,138 35,199,965
28,843,947 14,567,628
1,674,001 1,757,545
94,641 278,742
372,661 370,466
340,548 317,765
91,828 -
1,044,484 351,706
977,129 -
3,938,794 1,281,007
37,278,033 18,924,859
710,137 652,885
366,770 298,265
1,675,923 1,597,620
99,368 144,149
237,557 270,284
275,716 289,820
126,867 98,027
59,183 94,752
119,313 40,632
412,433 349,449
29,358 35,324
4,112,625 3,871,207
(691,498) 58,236
12,069 (7,676)
(579,429) 50,560
4,313 (41,497)
(616,277) 2,054
20,466 97,679
(591,498) 58,236
186,635 204,914
9,749 30,219
10,716 -
66,919 150,373
3,876 15,068
1,456 1,021
1,588 960
280,939 402,555
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Note 2019 2018
29 OPERATING EXPENSES Rupees '000------------
Total compensation expense 29.1 6,507,211 5,183,783
Property expense
Rent and taxes 176,227 1,485,006
Insurance 47,098 120,449
Utilities cost 670,109 638,371
Security (including guards) 692,131 544,379
Repair and maintenance (including janitorial charges) 457,313 406,385
Depreciation on owned fixed assets 12.2.5 388,360 365,444
Depreciation on non-banking assets 11,707 14,257
Depreciation on right-of-use assets 12.2.5 1,404,771 -
Others 92,464 92,751
3,940,180 3,667,042
Information technology expenses
Software maintenance 1,442,086 1,081,653
Hardware maintenance 310,875 277,698
Depreciation 12.2.5 319,040 334,508
Amortisation 142,148 120,049
Network charges 216,563 216,342
Others 1,792 -
2,432,504 2,030,250
Other operating expenses
Directors' fees and allowances 38.2 102,595 113,075
Legal and professional charges 107,941 186,304
Outsourced services costs - staff 35.1 364,348 882,963
Travelling and conveyance 138,540 89,970
NIFT clearing charges 46,054 43,546
Depreciation 12.2.5 311,967 182,530
Training and development 72,352 27,459
Postage and courier charges 122,095 111,268
Communication 137,287 159,134
Marketing, advertisement and publicity 500,400 396,113
Donations 29.2 69,431 55,209
Auditors remuneration 29.3 43,863 115,653
Insurance 633,644 459,317
Stationery and printing 324,443 229,101
Bank fees and charges 112,553 99,463
Brokerage and commission 5,387 36,610
Deposit protection premium 350,507 147,474
Credit card bonus points redemption 232,603 218,856
Others 461,798 380,977
4,187,758 3,935,022
17,067,653 14,816,097

Cost of outsourced activities is Rs 464.543 million. Out of this cost, Rs 204.687 million represent payments made to
companies incorporated in Pakistan and Rs 259.856 million pertains to payments made to a company incorporated
outside Pakistan. This includes payments other than outsourced services costs, which are disclosed above. Total cost
of outsourced activities for the year given to related parties is Rs Nil. Outsourcing shall have the same meaning as
specified in Annexure-| of BPRD Circular No. 06 of 2017. Material outsourcing done by the Bank are listed below:

Estimated
S.No Name of outsourced agency Nature of service cost
(Rupees '000)

1 E-Services (Singapore) Private Limited Credit card hosting and processing system 259,856
2 Euronet Pakistan Private Limited Debit cards, prepaid cards and ATMs switch
system host 90,162
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291

29.2

*%

Total compensation expense

Managerial Remuneration
i) Fixed
ii) Variable
of which;
a) Cash bonus / awards, etc.
b) Commission incentives
Charge for defined benefit plan
Contribution to defined contribution plan
Rent & house maintenance
Utilities
Medical
Conveyance
Others
Sub-total
Sign-on Bonus **
Severance Allowance **
Grand Total

2019 2018
————————————— Rupees '000------------

3,041,134 2,612,251
618,797 498,338
508,425 269,447
177,503 123,622
190,548 146,545
932,530 764,959
229,020 188,296
189,392 165,577
611,068 515,466
394 389
6,498,811 5,174,890
8,400 5,300
= 3,593
6,507,211 5,183,783

Sign on bonus was provided to 5 employees (2018: 4 employees) and severance allowance was given to Nil

employees (2018: 2 employees).

Donations made during the year were as follows:
Donee

Wagf Faisal (Trust)

69,431

2018

55,209

29.2.1 The President and Chief Executive Officer of the Bank is acting as trustee of Waqgf Faisal (Trust). No other interest of

29.3

30

any of the directors or their spouses exists.

Auditors' remuneration

Statutory audit fee

Fee for consolidated financial statements

Fee for other statutory certifications

Fee for quarterly and annual group reporting

Fee for the review of the half yearly financial statements
Fee for audit of employee funds

Special certifications and sundry advisory services

Tax services

Out-of-pocket expenses

OTHER CHARGES

Penalties imposed by the State Bank of Pakistan

Impairment charged against non-banking assets acquired

in satisfaction of claims

2019 2018
————————————— Rupees '000------------

3,465 3,300
1,500 1,500
5,533 5,365
12,068 11,493
945 900

160 80
10,192 83,510
8,000 7,505
2,000 2,000
43,863 115,653
32,507 43,563

= 46,712
32,507 90,275
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Note 2019 2018
31 PROVISION / (REVERSAL OF PROVISION) AND RECOVERIES 7~ Rupees '000------------
AGAINST WRITTEN-OFF DEBTS - NET
Provision for diminution in value of investments 10.4 307,614 92,891
Provision / (reversal of provision) against loans and advances 114 645,343 (433,611)
(Reversal of other provision) / other provision 14.2.1 (5,388) 7,584
Bad debts written off directly 11.5 12,430 10,926
Recovery of written off / charged off bad debts 11.5 (105,547) (123,878)
(Reversal of provision) / provision against off balance sheet
obligations 191 (11,562) 24,148
842,890 (421,940)
32 TAXATION
Current 4,456,618 3,308,310
Prior years (859,181) (1,663,691)
Deferred 53,621 1,719,907
4,151,058 3,364,526
32.1 Relationship between tax expense and accounting profit
Profit before tax 10,191,690 8,201,709
Tax calculated at the rate of 39% (2018: 35%) 3,974,759 2,870,598
Effect of:
- permanent differences 12,678 15,247
- prior year charge 80,528 146,051
- super tax 258,934 345,515
- impact of change in tax rate (171,021) -
- others (4,820) (12,885)
Tax charge for the year 4,151,058 3,364,526
32.1.1 The change in tax rate is due to the continuance of super tax through Finance Supplementary (Second Amendment)
Bill, 2019.
2019 2018
33  BASICEARNINGSPERSHARE === Rupees "000-----------
Profit for the year 6,040,632 4,837,183

Weighted average number of ordinary shares

1,617,697

Number of shares in thousands

1,517,697

33.1

Basic earnings per share 3.98 3.19

Diluted earnings per share has not been presented as the Bank does not have any convertible instruments in issue at
December 31, 2019 and December 31, 2018 which would have any effect on the earnings per share if the option to

convert is exercised.

2019 2018
34 CASH AND CASH EQUIVALENTS Rupees '000------------
Cash and balance with treasury banks 60,368,417 43,173,993
Balance with other banks 2,835,570 1,847,595
Overdrawn nostros (438,722) (141,626)
62,765,265 44,879,962
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2019 2018

35 STAFF STRENGTH

Permanent 6,916 6,118
On bank contract 22 23
Bank's own staff strength at the end of the year 6,938 6,141

35.1 In addition to the above, 968 (2018: 859) employees of outsourcing services companies were assigned to the Bank as
at the end of the year to perform services other than guarding and janitorial services.

36 DEFINED BENEFIT PLAN
36.1 General description

The Bank operates an approved funded gratuity scheme for all its permanent employees and employees who are on
contractual service in non-management cadre. Last year, the Bank had bifurcated the approved funded gratuity
scheme into 2 sub-funds namely conventional and Islamic within a single scheme. The benefits under the gratuity
schemes are payable on retirement at the age of 60 years or earlier cessation of service in lump sum. The benefits are
equal to one month's last drawn basic salary for each year of eligible service or part thereof. The minimum qualifying
eligible service for gratuity is 1 year for employees who became members of the Funds before November 12, 2002. In
the case of other members of the Funds the minimum qualifying eligible service is 5 years. The minimum qualifying
eligible service for contractual employees not employed under the management cadre is 6 months. The latest actuarial
valuation of the Bank's defined benefit plan, based on the projected unit credit actuarial cost method, was carried out
as at December 31, 2019.

36.2 Number of Employees under the scheme 2019 2018
The number of employees covered under the following defined benefit schemes are:

- Gratuity fund 6,938 6,141

36.3 Principal actuarial assumptions

The actuarial valuations were carried out as at December 31, 2019 using the following significant assumptions:

2019 2018
Conventional| | Islamic Conventional| | Islamic
——————————————————————————————— % Per annuUM ==--==-===-=====-==-=--mmommx
Discount rate 11.75 11.75 13.75 13.75
Expected rate of return on plan assets 11.75 11.75 138.75 13.75
Expected rate of salary increase 11.75 11.75 13.75 13.75
2019 2018
Note Conventional| | Islamic Conventional| | Islamic
36.4 Reconciliation of payable to defined @ oo Rupees '000 -----=-=====mm=mmmmmmmmeeeee
benefit plans
Present value of obligations 36.5 460,216 390,984 373,113 337,534
Fair value of plan assets 36.6 (872,980) (359,406) (314,357) (278,438)
87,236 31,578 58,756 59,096
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2019 2018
Note Conventional [ | Islamic Conventional [ | Islamic
36.5 Movement in defined benefit obligations Rupees ‘000
Obligations at the beginning of the year 373,113 337,534 324,113 325,926
Transfers during the year - - (3,249) 3,249
Current service cost 110,147 51,751 73,389 53,855
Interest cost 57,537 48,729 33,411 32,300
Benefits paid by the Bank (74,353) (8,754) (68,107) (55,896)
Re-measurement (gain) / loss (6,228) (43,276) 13,556 (21,900)
Obligations at the end of the year 460,216 390,984 373,113 337,534
36.6 Movement in fair value of plan assets
Fair value at the beginning of the year (814,357) (278,438) (874,804) (315,129)
Transfer during the year - - 3,249 (3,249)
Interest income on plan assets (49,962) (40,699) (38,013) (81,320)
Contribution by the Bank - net (44,550) (40,033) - -
Benefits paid by the Bank 74,353 3,754 68,107 55,896
Re-measurements: Net return on
plan assets over interest income
(gain) / loss 36.8.2 (38,464) (3,990) 27,104 15,364
Fair value at the end of the year (372,980) (359,4006) (314,357) (278,438)
36.7 Movement in (receivable) / payable
under defined benefit schemes
Opening balance 58,756 59,096 (50,691) 10,797
Charge for the year 117,722 59,781 68,787 54,835
Contribution by the Bank - net (44,550) (40,033) - -
Re-measurement (gain) / loss
recognised in OCI during the year 36.8.2 (44,692) (47,266) 40,660 (6,536)
Closing balance 87,236 31,578 58,756 59,096
36.8 Charge for defined benefit plans
36.8.1 Cost recognised in profit and loss
Current service cost 110,147 51,751 73,389 53,855
Net interest on defined benefit asset / liability 7,575 8,030 (4,602) 980
117,722 59,781 68,787 54,835
36.8.2 Re-measurements recognised in OCI
during the year
(Gain) / loss on obligation
- demographic assumptions - - - -
- financial assumptions (8,272) (5612 3,535 3,198
- experience adjustment (2,956) (42,764) 10,021 (25,098)
Return on plan assets over interest income (38,464) (3,990) 27,104 15,364
Total re-measurements recognised in OCI (44,692) (47,266) 40,660 (6,536)
36.9 Components of plan assets
Cash and cash equivalents - net 266,388 143,171 212,010 278,438
Government securities 106,312 - 102,052 -
Shares / mutual funds 280 216,235 295 -
372,980 359,406 314,357 278,438
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The funds are primarily invested in Government securities (Market Treasury Bills, Pakistan Investment Bonds, Special
Savings Certificates, etc) and mutual funds, accordingly do not carry any credit risk. These are subject to interest rate
risk. Equity securities are subject to price risk which is being regularly monitored by the Trustees of the employee fund.

36.10 Historical information

| 2019 || 2018 || 2017 || 2016 || 2015 |
-- Rupees '000 - oo
Present value of defined
benefit obligation (851,200) (710,647) (650,039) (592,711) (504,297)
Fair value of plan assets 732,386 592,795 689,933 644,985 620,253
Surplus / (deficit) (118,814) (117,852) 39,894 52,274 115,956
Remeasurement of plan liabilities 49,504 8,344 53,248 7,332 130,961
Remeasurement of plan assets 42,454 (42,468) (14,209) 18,390 (15,863)

36.11 Sensitivity analysis

The analysis based on a change in an assumption while holding all other assumptions constant. When calculating the
sensitivity of the defined benefit obligation to significant actuarial assumptions the same method (present value of the
defined benefit obligation calculated with the projected unit credit method at the end of the reporting period) has been
applied as when calculating the gratuity liability recognised within the unconsolidated statement of financial position.
The increase / (decrease) in the present value of defined benefit obligations as a result of change in each assumption
should be summarised as illustrated below:

2019
Conventional I I Islamic
————————— Rupees '000 ---------
1% increase in discount rate 205,329 (286,847)
1% decrease in discount rate 358,903 (263,116)
1% increase in expected rate of salary increase 359,931 (262,956)
1% decrease in expected rate of salary increase 203,247 (287,170)
1 year increase in expected life / withdrawal rate 252,270 (278,691)
1 year decrease in expected life / withdrawal rate 298,208 (273,583)
36.12 Expected maturity analysis of undiscounted obligation
Less than a year 32,701 4,551
Between 1-2 years 132,611 33,987
Between 2-5 years 314,816 80,396
Over 5 years 26,927,067 13,215,456
Total 27,407,195 13,334,390
36.13 Expected contributions to be paid to the funds in the next financial year 182,213 27,909
36.14 Expected charge for the next financial year 182,213 27,909
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36.15 Maturity profile

The weighted average duration of the defined benefit obligation is 9.6 years and 10.25 years for conventional and
Islamic funds respectively.

36.16 Funding policy

The policy followed by the Bank for funding the staff retirement benefit schemes is disclosed in note 6.11 of these
unconsolidated financial statements.

36.17 The gratuity scheme exposes the Bank to the following risks:
Asset volatility

The defined benefit gratuity conventional fund is almost entirely invested in Government bonds with mostly fixed
income bonds. Almost 28.5% of the total investments (Rs. 106.312 million) is invested in Pakistan Investment Bonds.
This gives rise to significant reinvestment risk. The asset class is volatile with reference to the yield on this class. This
risk should be viewed together with change in the bond yield risk. On the other hand, the Islamic fund has investment
in mutual funds. This investment is aimost 60.2%. Islamic fund has no investment in any Government bonds, equity or
corporate bonds.

Changes in bond yields

There are two dimensions to the changes in bond vyields: first, as described above; second, the valuation of the
gratuity liability is discounted with reference to these bond yields. Any increase in bond yields will lower the gratuity
liability and vice versa, but, it will also lower the asset values.

Inflation risk

The salary inflation is the major risk that the gratuity fund liability carries. In a general economic sense and in a longer
view, there is a case that if bond yields increase, the change in salary inflation generally offsets the gains from the
decrease in discounted gratuity liability. But viewed with the fact that asset values will also decrease, the salary inflation
does, as an overall affect, increases the net liability of the Bank.

Life expectancy / withdrawal rate

The gratuity is paid off at the maximum of age 60. The life expectancy is in almost minimal range and is quite
predictable in the ages when the employee is in the accredited employment of the Bank for the purpose of the
gratuity. Thus, the risk of life expectancy is almost negligible. However, had a post-retirement benefit been given by the
Bank like monthly pension, post-retirement medical, etc., this would have been a significant risk which would have
been quite difficult to value even by using advance mortality improvement models.

The withdrawal risk is dependent upon the: benefit structure; age and retention profile of the staff; the valuation
methodology; and long-term valuation assumptions. In this case, it is not a significant risk.

Other risks
Though, not imminent and observable, over long term there are some risks that may crystallise. This includes:

- retention risk — the risk that employee will not be motivated to continue the service or start working with the Bank
if no market comparable retirement benefit is provided.

- final salary risk — the risk, for defined benefit gratuity, that any disproportionate salary merit increases in later
service years will give rise to multiplicative increase in the gratuity liability as such increase is applicable to all the
past years of service.

- model risk — the defined benefit gratuity liability is usually actuarially valued each year. Further, the assets in the
gratuity fund are also marked to market. This two-tier valuation gives rise to the model risk.

- operational risk related to a separate entity - retirement benefits are funded through a separate trust fund which is
a different legal entity than the Bank. Generally, the protocols, processes and conventions used throughout the
Bank are not applicable or are not actively applied to the retirement benefit funds. This gives rise to some specific
operational risks.

- compliance risk — the risk that retirement benefits offered by the Bank does not comply with minimum statutory
requirements.

- legal / political risk — the risk that the legal / political environment changes and the Bank is required to offer
additional or different retirement benefits than what the Bank has projected.
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37 DEFINED CONTRIBUTION PLAN

The Bank operates an approved funded contributory provident fund for all its permanent employees to which equal
monthly contributions are made both by the Bank and the employees at the rate of 10% of the basic salary. The
financial statements of the fund are separately prepared and are not included as part of these unconsolidated financial
statements.

38 COMPENSATION OF DIRECTORS AND KEY MANAGEMENT PERSONNEL

2019
. Memb_ers President ) 0t_her material
Particulars Shariah Key executives risk takers /
Board & CEO Controllers
——————————————————————————— Rupees '000 ---------==---mmmmmmmm oo
Fees and allowances etc. = = = =
Managerial remuneration
i) Fixed 9,331 39,224 152,779 271,829
ii) Total variable 1,500 43,000 90,203 108,401
of which
a) Cash bonus / awards 1,500 43,000 90,203 108,401
b) Bonus and awards in shares - - - -
Charge for defined benefit plan 719 3,269 8,469 12,370
Contribution to defined contribution plan - 3,922 8,083 14,022
Rent & house maintenance 2,251 5,630 47,272 66,990
Utilities 563 - 10,110 14,844
Medical 168 - 1,358 15,288}
Conveyance S - 3,886 25,403
Signing in bonus - - - 603
Others - - 145 177
Total 14,5635 95,045 322,305 519,872
Number of persons 3 1 17 66
2018
Other material
Particulars Né?':;:::\s President Key executives risk takers /
Board & CEO Controllers
——————————————————————————— Rupees '000 --------------——----———————
Fees and allowances etc. - - - -
Managerial remuneration
i) Fixed 8,394 32,250 155,390 261,476
ii) Total variable 1,525 36,000 58,100 94,010
of which
a) Cash bonus / awards 1,525 36,000 58,100 94,010
b) Bonus and awards in shares - - - -
Charge for defined benefit plan 700 2,646 6,712 11,838
Contribution to defined contribution plan - 3,225 6,986 13,014
Rent & house maintenance 540 4,922 38,850 63,754
Utilities 135 - 8,092 14,028
Medical 42 - 1,188 5,428
Conveyance 416 45 3,061 22,401
Signing in bonus - - - 1,400
Others - - 132 190
Total 11,752 79,088 278,511 487,539
Number of persons 4 1 18 72

*  During the year ended December 31, 2018, Mufti Khawaja Noor ul Hassan vacated his office as the resident
Shariah board member with effect from September 28, 2018 and Mufti Muhammad Abdullah was appointed as
the resident Shariah board member of the Shariah Board of the Bank with effect from October 4, 2018. Amounts
reported include remuneration of both the current and former resident Shariah board member .

38.1 The President & CEQ is provided with the Bank's maintained cars in accordance with the terms of employment.
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38.2 Remuneration paid to directors for participation in board and committee meetings

2019
Meeting fees and allowances paid
Recruitment, Board Audit .
S:No. Name of director Boa.rd Nomination & Board & Corporate Board IT Board Risk Ind‘ependent
meetings . Strategy . Management|| directors Total
Remuneration B Governance || Committee . .
. Committee . Committee meeting
Committee Committee
Rupees '000
1 Mr. Farooq Rahmatullah Khan 13,805 - 2,827 - - - - 16,632
2 Mr. Ahmed Abdulrahim Mohamed Abdulla 9,563 2,888 2,300 - - - - 14,751
Bucheery
3 Mian Muhammad Younis 4,601 2,230 = 2,230 = = 586 9,647
4 Mr. Imtiaz Ahmad Pervez 4,601 - - - - 2,230 - 6,831
5 Mr. Ali Munir 4,601 2,230 - 2,230 2,751 - 586 12,398
6 Mr. Juma Hasan Ali Abul 4,786 2,888 2,300 2,300 - - - 12,274
7 Mr. Abdulelah Ebrahim Mohamed AlQasimi 4,786 = = = 2,823 2,300 - 9,909
8  Mr. Abdulla Abdulaziz Ali Taleb 4,786 - - - 2,823 2,300 - 9,909
9 Mr. Fuad Azim Hashimi 4,601 2,827 2,230 - - - 586 10,244
Total amount paid 56,130 13,063 9,657 6,760 8,397 6,830 1,758 102,595
2018
Meeting fees and allowances paid
Recruitment, Board Audit .
S.No. Name of director Boa.rd Nomination & Board & Corporate Board IT Board RISk‘ Ind.ependent
meetings X Strategy X Manag directors Total
Remuneration B Governance || Committee " .
. Committee 3 Committee meeting
Committee Committee
Rupees '000
1 Mr. Farooq Rahmatullah Khan 18,020 - 1,811 - - - - 19,831
2 Mr. Ahmed Abdulrahim Mohamed Abdulla 11,210 2,909 1,917 - - - - 16,036
Bucheery
3 Mian Muhammad Younis 6,007 2,776 - 2,307 - - 496 11,586
4 Mr. Imtiaz Ahmad Pervez 6,007 - - - - 1,811 - 7,818
5 Mr. Ali Munir 6,007 2,776 - 2,307 2,307 - 496 13,893
6 Mr. Juma Hasan Ali Abul 5,612 2,908 1,917 2,441 - - - 12,878
7 Mr. Abdulelah Ebrahim Mohamed AlQasimi 5,612 - - - 2,441 1,917 - 9,970
8 Mr. Abdulla Abdulaziz Ali Taleb 5,612 - - - 2,441 1,917 - 9,970
9 Mr. Fuad Azim Hashimi 6,007 2,776 1,814 - - - 496 11,093
Total amount paid 70,094 14,145 7,459 7,055 7,189 5,645 1,488 113,075
38.3 Remuneration paid to shariah board members
2019 2018
o . Non- . Non-
Description . Resident . . Resident .
Chairman resident || Chairman resident
member member
member member
Rupees '000
Meeting fees and allowances 8,173 3,000 2,640 5,275 3,497 2,280
Others = 3 - - - -
8,173 3,003 2,640 5275 3,497 2,280
Number of persons 1 1 1 1 2 1

39

FAIR VALUE MEASUREMENTS

The fair value of quoted securities other than those classified as held to maturity, is based on quoted market price.
Quoted securities classified as held to maturity are carried at cost. The fair value of unquoted equity securities, other
than investments in associates and subsidiaries, is determined on the basis of the break-up value of these

investments as per their latest available audited financial statements.

The fair value of unquoted debt securities, fixed term loans, other assets, other liabilities, fixed term deposits and
borrowings cannot be calculated with sufficient reliability due to the absence of a current and active market for these
assets and liabilities and reliable data regarding market rates for similar instruments.
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39.1

Fair value of financial assets

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

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

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

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

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

2019
Level 1 Level 2 Level 3 Total

On-balance sheet financial instruments Rupees '000
Financial assets - measured at fair value
Investments

Federal Government securities - 135,299,160 - 135,299,160

Shares 5,356,303 2,099,239 - 7,455,542

Non-Government debt securities 39,550,000 7,154,872 - 46,704,872
Financial assets - disclosed but not measured at fair value
Investments
Non-Government debt securities - 12,664,225 - 12,664,225
Non-financial assets - measured at fair value
Fixed assets (land and buildings) - - 11,325,755 11,325,755
Non-banking assets acquired in satisfaction of claims = = 2,725,172 2,725172
Off-balance sheet financial instruments - measured at fair value
Forward purchase of foreign exchange - 81,296,151 - 81,296,151
Forward sale of foreign exchange = 41,387,194 = 41,387,194
Derivatives sales - 9,244,773 - 9,244,773

2018
Level 1 Level 2 Level 3 Total

On-balance sheet financial instruments Rupees '000
Financial assets - measured at fair value
Investments

Federal Government securities - 182,836,810 - 182,836,810

Shares 4,461,801 2,732,023 - 7,193,824

Non-Government debt securities - 6,893,465 - 6,893,465
Financial assets - disclosed but not measured at fair value
Investments
Non-Government debt securities - 15,490,626 - 15,490,626
Non-financial assets - measured at fair value
Fixed assets (land and buildings) - - 8,774,714 8,774,714
Non-banking assets acquired in satisfaction of claims - - 3,068,520 3,068,520
Off-balance sheet financial instruments - measured at fair value
Forward purchase of foreign exchange - 69,187,310 - 69,187,310
Forward sale of foreign exchange - 28,895,283 - 28,895,283
Derivatives sales - 4,483,600 - 4,483,600
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The Bank's policy is to recognise transfers into and out of the different fair value hierarchy levels at the date when the
event or change in circumstances require the Bank to exercise such transfers.

There were no transfers between levels 1 and 2 during the year.

Valuation techniques used in determination of fair values within level 2

Item Valuation approach and input used
Pakistan Investment Bonds / Fair values of Pakistan Investment Bonds and Treasury Bills are derived using the PKRV /
Market Treasury Bills PKFRYV rates.
Fair values of GoP ljarah Sukuk are derived using the PKISRV rates announced by the
liarah Sukuk Financial Market Association (FMA) through Reuters. These rates denote an average of

quotes received from different pre-defined / approved dealers / brokers.

Break-up value determined on the basis of the NAV of a company using the latest available

Unlisted ordinary shares audited financial statements.

Term Finance Certificates (TFCs)

and Sukuk Certificates Fair values of TFCs and Sukuk certificates are determined using the MUFAP rates.

Item Valuation approach and input used
Forward foreign exchange The valuation has been determined by interpolating the mark-to-market currency rates
contracts announced by the State Bank of Pakistan.

The Bank enters into derivative contracts with various counterparties. Derivatives that are
valued using valuation techniques with market observable inputs are mainly interest rate
Derivative instruments swaps, cross currency swaps and forward foreign exchange contracts. The most frequently
applied valuation techniques include forward pricing and swap models, using present value
calculations.

Units of mutual funds are valued using the net asset value (NAV) announce by the Mutual

Mutual funds Funds Association of Pakistan (MUFAP).

Valuation techniques used in determination of fair values within level 3

Item Valuation approach and input used

Land and buildings are revalued by professionally qualified valuers as per the accounting
policy disclosed in note 6.6.

Non-banking assets acquired in NBAs are valued by professionally qualified valuers as per the accounting policy disclosed in
satisfaction of claims note 6.9.

Fixed assets (land and building)

The valuations, mentioned above, are conducted by the valuation experts appointed by the Bank which are also on
the panel of the Pakistan Banks' Association (PBA). The valuation experts use a market based approach to arrive at
the fair value of the Bank’s properties. The market approach uses prices and other relevant information generated by
market transactions involving identical or comparable or similar properties. These values are adjusted to reflect the
current condition of the properties. The effect of changes in the unobservable inputs used in the valuations cannot be
determined with certainty, accordingly a quantitative disclosure of sensitivity has not been presented in these
unconsolidated financial statements.
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40 SEGMENT INFORMATION

40.1 Segment details with respect to business activities

| 2019 |
| Retail || CIBG [[  Treasury ] SAM 11 Others 1] Total |
Profit and loss Rupees '000
Net mark-up / return / profit (18,300,251) 29,332,925 9,635,849 334,820 116,762 21,120,105
Inter segment revenue - net 31,581,159 (27,033,908) (8,066,023) (307,598) 3,826,370 -
Non mark-up / return / interest income 4,191,552 1,069,511 2,478,230 8,399 (500,335) 7,247,357
Total Income 17,472,460 3,368,528 4,048,056 35,621 3,442,797 28,367,462
Segment direct expenses 11,468,213 507,192 310,658 134,028 4,912,791 17,332,882
Inter segment expense allocation 4,169,128 529,603 108,916 105,144 (4,912,791) -
Total expenses 15,637,341 1,036,795 419,574 239,172 - 17,332,882
Provisions 507,879 654,996 279,221 (597,395) (1,811) 842,890
Profit before tax 1,327,240 1,676,737 3,349,261 393,844 3,444,608 10,191,690
Statement of financial position
Cash and bank balances 22,325,104 = 40,878,883 = = 63,203,987
Investments - 19,516,432 184,463,090 3,298,820 639,891 207,918,233
- Investment provision - - (883,015) (2,966,266) - (3,849,281)
Net inter segment lending 348,653,144 - - - (348,653,144) -
Lendings to financial institutions = = = = = =
Advances - performing 62,682,195 237,193,175 - - 3,626,024 303,401,394
Advances - non-performing 6,266,681 3,807,114 - 20,289,645 45,843 30,409,283
- Advances - provisions (4,503,653) (1,033,307) - (18,697,708) (3,007) (24,237,675)
Others 10,416,842 13,994,465 1,352,471 243,892 26,999,046 53,006,716
Total assets 445,740,313 273,477,879 225,811,429 2,168,383 (317,345,347) 629,852,657
Borrowings 1,931,729 20,088,523 50,726,543 - - 72,746,795
Subordinated debt - - - - - -
Deposits and other accounts 428,360,629 27,972,150 = 115,674 1,340,656 457,789,109
Net inter segment borrowing - 216,745,546 170,558,318 1,985,797 (389,289,661) -
Others 15,447,955 8,671,660 1,142,652 66,912 18,723,701 44,052,880
Total liabilities 445,740,313 273,477,879 222,427,513 2,168,383 (369,225,304) 574,688,784
Equity - - 3,383,916 - 51,879,957 55,263,873
Total equity and liabilities 445,740,313 273,477,879 225,811,429 2,168,383 (317,345,347) 629,852,657
Contingencies and commitments 8,944,978 44,725,691 = 1,204,950 = 54,875,619
2018
| Retail || CIBG [  Treasury [] SAM I Others I Total |
Profit and loss Rupees '000
Net mark-up / return / profit (6,444,848) 16,947,439 5,372,233 178,467 221,815 16,275,106
Inter segment revenue - net 17,461,403 (15,145,315) (4,112,586) (154,477) 1,950,975 -
Non mark-up / return / interest income 3,996,855 1,018,755 2,058,522 2,588 (492,927) 6,583,793
Total Income 15,013,410 2,820,879 3,318,169 26,578 1,679,863 22,858,899
Segment direct expenses 9,485,300 426,997 263,948 191,961 4,710,924 15,079,130
Inter segment expense allocation 3,901,788 530,132 121,442 106,570 (4,659,932) -
Total expenses 13,387,088 957,129 385,390 298,531 50,992 15,079,130
Provisions 324,188 278,705 93,336 (1,140,444) 22,275 (421,940)
Profit before tax 1,302,134 1,585,045 2,839,443 868,491 1,606,596 8,201,709
Statement of financial position
Cash and bank balances 19,912,358 - 25,109,230 - - 45,021,588
Investments - 21,886,526 191,461,086 3,298,820 1,080,826 217,727,258
- Investment provision - (563,648) (584,443) (2,903,576) - (3,541,667)
Net inter segment lending 329,612,992 - - - (829,612,992) -
Lendings to financial institutions - - 2,997,486 - - 2,997,486
Advances - performing 61,398,861 229,378,051 - 199,356 2,594,403 293,570,671
Advances - non-performing 5,336,454 1,405,387 - 19,777,837 167,960 26,687,638
- Advances - provisions (4,602,273) (662,904) - (18,435,951) (112,320) (23,813,448)
Others 10,092,323 13,261,830 6,218,701 421,155 11,270,648 41,264,657
Total assets 421,750,715 265,215,242 225,202,060 2,357,641 (314,611,475) 599,914,183
Borrowings 1,893,185 16,327,177 80,131,659 - - 98,351,921
Subordinated debt - - = = - =
Deposits and other accounts 389,819,208 18,218,136 - 102,865 1,243,593 409,383,802
Net inter segment borrowing - 220,490,624 142,699,535 2,193,276 (365,383,435) -
Others 30,038,322 10,179,305 2,806,862 61,500 5,593,956 48,679,945
Total liabilities 421,750,715 265,215,242 225,637,956 2,357,641 (358,545,886) 556,415,668
Equity - - (435,896) - 43,934,411 43,498,515
Total equity and liabilities 421,750,715 265,215,242 225,202,060 2,357,641 (314,611,475) 599,914,183
Contingencies and commitments 8,020,019 41,434,947 - 1,039,706 - 50,494,672
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40.2 Segment details with respect to geographical locations

Segment details with respect to geographical locations are not presented in these unconsolidated financial statements
as geographically the Bank is concentrated in Pakistan only.

41 TRUST ACTIVITIES

The Bank acts as trustees and in other fiduciary capacities that result in the holding or placing of assets on behalf of
individuals, trusts, retirement benefit plans and other institutions. These are not assets of the Bank and, therefore, are
not included in the unconsolidated statement of financial position. The following is the list of assets held under trust:

2019
Securities held (face value)
No. of IPS Market Pakistan Government
Category accounts Treasury Investment ljarah Total
Bills Bonds Sukuks
Rupees '000
Corporate 46 10,030,920 516,600 - 10,547,520
Insurance companies 3 - 29,000 - 29,000
Asset management companies 49 101,100 - - 101,100
Employees funds 165 3,673,305 6,373,000 - 10,046,305
Charitable institution / NGOs 22 638,100 527,500 - 1,165,600
Individuals 1,917 1,917,615 1,044,700 - 2,962,315
Related parties 8 222,800 106,200 - 329,000
Others 5 = = = -
2,215 16,583,840 8,597,000 - 25,180,840
2018
Securities held (face value)
No. of IPS Market Pakistan Government
Category accounts Treasury Investment ljarah Total
Bills Bonds Sukuks
Rupees '000
Corporate 37 4,663,440 477,500 - 5,140,940
Insurance companies 3 - - - -
Asset management companies 48 23,000 - - 23,000
Employees funds 160 2,854,985 3,915,000 - 6,769,985
Charitable institution / NGOs 21 1,227,930 120,000 - 1,347,930
Individuals 1,190 2,280,735 286,600 - 2,567,335
Related parties 7 185,580 106,700 - 292,280
Others 6 - - - -
1,472 11,235,670 4,905,800 - 16,141,470
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2019 2018

43  CAPITAL ADEQUACY, LEVERAGE RATIO & LIQUIDITY REQUIREMENTS ~ ————-"-~~- Rupees '000------------
Minimum capital requirement (MCR):
Paid-up capital (net of losses) 15,176,965 15,176,965
Capital adequacy ratio (CAR):
Eligible common equity tier 1 (CET 1) capital 43,235,482 36,860,215
Eligible additional tier 1 (ADT 1) capital = -
Total eligible tier 1 capital 43,235,482 36,860,215
Eligible tier 2 capital 10,070,358 4,970,159
Total eligible capital (tier 1 + tier 2) 53,305,840 41,830,374
Risk weighted assets (RWAs):
Credit risk 216,126,150 198,856,534
Market risk 18,811,120 14,200,024
Operational risk 43,523,481 35,918,323
Total 278,460,751 248,969,881
Common equity tier 1 capital adequacy ratio 15.583% 14.81%
Tier 1 Capital adequacy ratio 15.583% 14.81%
Total Capital adequacy ratio 19.14% 16.8%

Capital adequacy is regularly monitored by the Bank’s management, employing techniques based on the guidelines
developed by the Basel Committee, as per the requirements of the SBP. The required information is submitted to the
SBP on a quarterly basis.

As at December 31, 2019, the SBP requires each bank or banking group to: (a) hold the minimum level of the paid-up
capital of Rs 10 billion; (b) maintain a ratio of total regulatory capital to the risk-weighted assets at or above the
required minimum level of 10% and (c) maintain common equity tier | (CET1) ratio and tier 1 ratio of 6.% and 7.5%
respectively.

With effect from December 31, 2019, an additional capital conservation buffer (CCB) of 2.5% (to be met from CET1)
has to be maintained over and above the minimum required level.

The paid-up capital of the Bank for the year ended December 31, 2019, stood at Rs 15.177 billion (2018: Rs 15.177
billion). As at December 31, 2019, the Bank's CAR stood at 19.14% whereas CET1 and Tier 1 ratios both stood at
15.53%.

The Bank is also in compliance with the capital conservation buffer requirements.

. 2019 2018
Leverage ratio(LR): Rupees '000------------
Eligible tier-1 capital 43,235,482 36,860,215
Total exposures 738,294,782 753,092,496
Leverage ratio (%) 5.86% 4.89%
Liquidity coverage ratio (LCR):
Total high quality liquid assets 174,038,704 142,734,534
Total net cash outflow 122,919,223 98,435,120
Liquidity coverage ratio (Ratio) 1.416 1.450
Net stable funding ratio (NSFR):
Total available stable funding 406,300,952 359,743,076
Total required stable funding 299,630,986 275,300,061
Net stable funding ratio (%) 135.60% 130.67%

176 | Faysal Bank




Notes to and forming part of the
Unconsolidated Financial Statements

For the year ended December 31, 2019

43.1 The link to the full disclosure is available at https://www.faysalbank.com/en/capital-adequacy-ratio-car/
44 RISK MANAGEMENT

Risk management group (RMG) has been organised under the Chief Risk Officer (CRO). It has been authorised by the
Board of Directors (BoD) to monitor the implementation of various risk policies via implementation of an integrated risk
management framework across the Bank. As an ongoing exercise to integrate risk related functions, RMG has been
expanded, strengthened and entrusted to monitor the risk areas across the organisation, including adoption and
convergence towards regulatory and Basel guidelines on risk management.

The primary objective of this architecture is to inculcate risk management into the organisation flows to ensure that
risks are timely and accurately identified and assessed, properly documented, approved and adequately monitored
and managed in order to ensure that risk taking activities are in line with the guidelines approved by the BoD and to
protect the interests of the Bank’s depositors and shareholders.

The 'risk management framework' at the Bank encompasses:

- scope of risks to be managed;

- process, systems and procedures to manage risk; and

- roles and responsibilities of individuals involved in risk management.

The Bank has adopted an approach that gives an integrated view of the risks faced by the organisation. This calls for
aligning strategic vision, policy objectives and business processes / procedures within the risk management
framework. The management of risk is integrated with the Bank's management of capital and strategy. This ensures
that risks taken in pursuit of the Bank’s strategic objectives are consistent with the policies, translating into targeted
shareholder return as well as the Bank’s desired credit rating and risk appetite.

With this in view, the risk management framework endeavours to be a comprehensive and evolving guidelines to cater
to changing business dynamics. The risk management framework includes:

- cClearly defined risk management policies;

- well constituted organisational structure; and

- mechanism for ongoing review of credit policies and procedures and risk exposures.
The 'risk management framework' is built on the following elements:

- comprehensive risk governance; and

- effective risk processes.

The Bank has developed and implemented a governance and management structure, processes surrounding each
risk area, including credit risk, market risk, liquidity risk, capital management, operational risk, environmental risk and
information security risk.

The essential components which contribute in effective management of all these risks are as follows:
- active board / senior management strategic direction and centralised RMG oversight;
- sufficient policies, procedures and limits;

- adequate risk measurement, monitoring and management information systems; and
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- comprehensive internal controls.

The Board of Directors (BoD) monitoring and oversight is facilitated through the Board Risk Management Committee
(BRMC), comprising of directors including the President & CEO. It is appointed and authorised by the BoD to assist in
the design, regular evaluation and timely updation of the risk management framework. The BRMC has further
authorised management committees such as Country Credit Committee (CCC), Agriculture Credit Committee (ACC),
Enterprise Risk Management Committee (ERMC) and Assets and Liabilites Committee (ALCO) to supervise risk
management activities within their respective areas.

In order to have an effective and efficient risk assessment, and to closely align its functions with business, RMG has
separate risk management functions for credit risk management, based on the specialised skill sets and required
specific experience in various business segments. These functions comprise of corporate risk, CBSME, agri and retail
risk management.

The common responsibilities of all credit risk management functions include:

- conduct a thorough and independent due diligence of the proposed / existing exposures in the respective risk
portfolios.

- work with Compliance to ensure conformity to the relevant Government regulations, the SBP PRs as well as
internal policies.

- work with relationship teams to structure exposures such that they mitigate key risks, cater to customer
requirements, remain economical in terms of risk weighted assets / capital allocation to ensure adequate risk
coverage.

The risk management architecture is further fostered by enterprise risk management, credit administration, risk policy
and portfolio management and information security functions.

The enterprise risk management function is responsible for managing and controlling market, operational and liquidity
risks at an enterprise level and monitoring regulatory capital requirements of the Bank.

Credit administration department looks after the security, loan documentation, disbursement and post disbursement
monitoring aspects of the credit portfolio.

Risk policy and analytics department serves as an independent check in risk management function. It performs
periodic review of all credit related portfolios (corporate, CBSME, retail, agri, SAM) and analyses portfolio
compositions, risk rating distributions, emerging trends of NPLs, renewal status of RAs as per policy and other policy
related matters. It also formulates / updates credit policies (along with various limits prescribed therein) in line with
regulatory environment, business strategy, the BoD approvals and the best practices.

The information security risk function is responsible for information security risk identification, monitoring and reporting.
441 Credit risk

Credit risk is the identification of probability that a counterparty will cause a financial loss to the Bank due to its inability
or unwillingness to meet its contractual obligation. This credit risk arises mainly from both direct lending activities as
well as contingent liabilities.

The Bank’s credit risk philosophy is based on the Bank’s overall business strategy / direction as established by the
Board. The Bank is committed to the appropriate level of due diligence to ensure that credit risks have been properly
analysed, fully disclosed to the approving authorities and appropriately rated, appropriately structured, appropriately
priced and documented.

The Bank deals with many different types of borrowers and borrowing structures across the corporate, commercial,
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SME and retail segments. The Bank manages customer credit risk exposures within appropriate limits to ensure that it
does not provide a disproportionate level of credit to a single customer or group of connected clients. The Bank
follows aggregation principles — summing of credit risk limits to the same customer, or group of connected clients — to
identify and manage effectively all significant credit risk exposures to a single customer within an individual business
and, where appropriate, across other business segments.

The Bank has well-defined credit approval and review processes under which senior officers with the requisite credit
background, critically scrutinise, advise and discuss associated risks and recommend / review / approve credit
facilities and financing, through respective credit committees. Besides financial, industry and transaction analysis, in
order to quantify risks of counterparty, the credit evaluation also includes risk rating system to evaluate risk rating of
the customers which is then monitored on a portfolio basis to gauge the Bank’s credit portfolio quality. To avoid risk
concentration, counterparty limits, counterparty group limits and industry concentration limits are also established,
monitored and assessed in the light of changing counterparty and market conditions.

With a view to develop and effectively manage a diversified credit portfolio within each business segment (as an
integral part of the credit risk management process), the Bank has adopted the concept of an industry / sector-wise
exposure concentration grid which dictates target market exposures.

As part of the Bank’s portfolio strategy and planning activity, these industry concentration limits are continually
overseen by the management against the Bank’s approved exposures in these sectors and reviewed by the Board
Risk Management Committee (BRMC) in its meetings with an aim to monitor the overall risk and to avoid high
exposure to a single group or industry.

44.1.1 Segment by class of business

Credit Risk Management (CRM) Framework (non-retail / non-individual portfolio) covers three business segments:
corporate risk management, commercial banking and SME (including agri) risk management and retail risk
management. Based on overall guidance provided by a recognised and established external consultant, in line with
the global best practices while ensuring regulatory compliance and alleviation of any (perceived) conflict of interest,
credit management process has been segregated into two distinct categories:

- independent risk advice by risk management function.

- credit approvals by credit committee(s), while taking into consideration the business unit recommendations /
approvals and independent risk advice.

With this segregation, the role of risk management function in credit approval process is focused to provide risk advice
only, based on key risk parameters; whereas relevant credit committees are responsible for providing credit related
approvals.

The common responsibilities of corporate risk management and commercial banking and SME (including agri) risk
management include:

- conduct a thorough and an independent due diligence of the proposed / existing exposures in the respective risk
portfolios.

- work with relationship teams to advise on structure of exposures such that they mitigate key risks, cater to
customer requirements, remain economical in terms of risk weighted assets / capital allocation to ensure risk
coverage.

- work with the independent credit risk review team (under internal audit) for effective and periodic review of the
credit portfolio.

Retail risk management is responsible for managing the credit risk of consumer finance credit products, with credit
facilities extended to individual (non-corporate) customers. The consumer finance / retail finance function operates on
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44.1.2

441.3

a program approach, which are approved by the Country Credit Committee and subsequently by the BoD. The retail
risk management provides its input on risk parameters in term of 'risk advice', at the time of approval / changes in
product programs. The retail risk management also ensures that all the ongoing individual credit approvals are within
pre-defined risk parameters as per the approved product programs.

Credit risk: general disclosures Basel Il specific

The Bank has adopted the standardised approach under Basel. According to the regulatory statement submitted
under the standardised approach, the portfolio has been divided into claims on public sector entities in Pakistan
(PSEs), claims on corporate (excluding equity exposure) and claims categorised as retail portfolio. Claims on corporate
constitute 58.88% (2018: 64.34%) of the total credit risk weighted assets, 2.41% (2018: 3.33%) represents claims on
PSEs and 16.23% (2018: 15.72%) exposure pertains to claims categorised as retail portfolio.

Credit risk: disclosures for portfolio subject to standardised approach

For domestic claims, external credit assessment institutions (ECAls) recommended by the SBP, namely Pakistan
Credit Rating Agency Limited (PACRA) and VIS Credit Rating Company Limited are used. For claims on foreign
entities, ratings assigned by Standard and Poor, Fitch and Moody's are used. Exposures not rated by any of the
aforementioned rating agencies are categorised as unrated.

Exposures PACRA VIS Standarc? Moody's Fitch
and Poor's
Corporate v v - - -
Banks v v v v v
Sovereigns - - v v v
PSEs v v - - _

The SBP's indicative mapping process as instructed in the SBP's circular "Minimum capital requirements for banks
and DFIs" (indicated in table below) was used to map alpha numeric ratings of PACRA, VIS, S&P's. Moody's, Fitch
ratings, and numeric scores of ECAs, to the SBP's rating grades.

Long term rating grades mapping

SBP rating ECA scores PACRA VIS S&P Moody’s Fitch
1 0,1 AA- and above||AA- and abovg|AA- and abovd| Aa3 and above || AA- and above
2 2 A+ 1o A- A+ 1o A- A+ 1o A- A1 10 A3 A+ to A-
3 3 BBB+ to BBB-||BBB+ to BBB-{|BBB+ to BBB-|| Baal to Baa3 || BBB+ to BBB-
4 4 BB+ to BB- BB+ to BB- || BB+ to BB- Ba1 to Ba3 BB+ to BB-
5 5,6 B+ to B- B+ to B- B+ to B- B1to B3 B+ to B-
6 7 CCC+ & Below || CCC+ & Below || CCC+ & Below || Caal & Below || CCC+ & Below

Short term rating grades mapping

SBP rating PACRA VIS S&P Moody’s Fitch
S A-1 & above || A-1 & above || A-1 & above P-1 F1
S2 A-2 A-2 A-2 p-2 F2
S3 A-3 A-3 A-3 P-3 F3
S4 Others Others Others Others Others

Particulars of the Bank's significant on-balance sheet and off-balance sheet credit risk in various sectors are analysed
as follows:
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44.1.4 Lendings to financial institutions

Credit risk by public / private sector

Gross lendings Non-performing lendings Provision held
2019 2018 2019 2018 2019 2018
- - Rupees '000
Public / Government = 2,997,486 = - = -
Private = - = - = -
- 2997486 - - - -
44.1.5 Investment in debt securities
Credit risk by industry sector
Gross investments Non-performing investments Provision held
2019 2018 2019 2018 2019 2018
Rupees '000 - -
Textile 51,476 51,476 51,476 51,476 51,476 51,476
Chemical and pharmaceuticals 2,296,663 2,672,858 1,543,597 1,652,757 1,543,597 1,652,757
Cement 500,000 500,000 500,000 500,000 500,000 500,000
Sugar 8,311 8,311 8,311 8,311 8,311 8,311
Power (electricity), gas, water, sanitary 51,252,852 18,541,887 - - - -
Financial 618,234 646,829 - - = -
Services - 566,667 - - - -
Others 1,899,941 1,002,831 - - -

56,627,477 23,990,859 2,103,384 2,112,544 2,103,384 2,112,544

Credit risk by public / private sector

Gross investments Non-performing investments Provision held
2019 2018 2019 2018 2019 2018
e Rupees '000
Public / Government 51,128,014 18,333,972 = - = -
Private 5,499,463 5,656,887 2,103,384 2,112,544 2,103,384 2,112,544

56,627,477 23,990,859 2,103,384 2,112,544 2,103,384 2,112,544
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44.1.6 Advances
Credit risk by industry sector

Agriculture, forestry, hunting and fishing
Mining and quarrying

Textile

Chemical and pharmaceuticals
Cement

Sugar

Footwear and leather garments
Automobile and transportation equipment
Electronics and electrical appliances
Construction

Power (electricity), gas, water, sanitary
Wholesale and retail trade
Exports / imports

Transport, storage and communication
Financial

Insurance

Services

Individuals

Others

Credit risk by public / private sector

Public / Government
Private

Gross advances

Non-performing advances

Provision held

44.1.7 Contingencies and Commitments

Credit risk by industry sector

Agriculture, forestry, hunting and fishing

Mining and quarrying
Textile

Chemical and pharmaceuticals

Cement
Sugar

Footwear and leather garments

Automobile and transportation equipment
Electronics and electrical appliances

Construction

Power (electricity), gas, water, sanitary

Wholesale and retail trade
Exports / imports

Transport, storage and communication

Financial
Services
Individuals
Others

Credit risk by public / private sector

Public / Government
Private
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2019 2018 2019 2018 2019 2018
Rupees '000 ----- -
37,671,466 39,779,224 1,393,828 1,372,755 932,071 919,484
10,643,302 7,411,598 3,451 3,451 3,451 3,451
33,179,852 37,117,793 8,694,000 9,464,229 8,427,636 8,884,742
10,065,770 8,669,856 718,432 753,970 611,652 629,826
6,257,485 8,322,480 41,608 54,3583 39,108 51,853
10,580,956 9,620,402 1,292,131 17,131 484,798 632
1,665,492 1,489,369 425,235 507,821 295,433 332,212
8,626,943 3,750,068 357,936 182,265 335,866 163,567
6,152,026 7,902,111 1,096,112 1,360,057 1,027,788 1,288,308
2,075,729 6,281,421 319,235 387,395 310,284 384,621
57,535,304 52,604,299 4,690,628 3,148,005 3,143,913 2,953,642
11,633,690 11,636,522 2,553,567 1,794,988 1,734,079 1,421,392
= 2,036,183 = 581,075 - 492,294
4,030,862 20,960,502 251,613 107,514 145,996 83,616
3,900,437 4,686,196 50,853 50,853 50,309 50,309
1,064 1,600 = - = -
15,069,623 17,993,500 474,018 718,969 392,480 654,562
36,199,917 33,525,266 2,861,246 2,597,054 2,380,111 2,057,216
78,620,859 46,569,919 5,185,390 3,585,753 3,160,949 2,763,534
333,810,677 320,258,309 30,409,283 26,687,638 23,475,724 23,135,261
75,934,491 72,231,146 = - = -
257,876,186 _ 248,027,163 30,409,283 26,687,638 23,475,724 23,135,261
333,810,677 320,258,309 30,409,283 26,687,638 23,475,724 23,135,261
2019 2018
------------- Rupees '000------------
24,664 199,496
401,842 363,746
12,314,035 7,489,876
2,178,731 2,875,575
1,180,988 1,692,654
180,375 289,519
165,732 60,681
226,689 567,516
350,193 619,533
582,688 1,208,171
3,733,267 7,074,714
5,017,410 3,021,243
95,358 75,870
1,768,837 2,541,034
35,547 2,330,244
7,806,189 2,050,965
1,099,705 645,273
17,713,369 17,488,562
54,875,619 50,494,672
1,857,056 9,486,232
53,018,563 41,008,440
54,875,619 50,494,672
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44.1.8 Concentration of advances

The Bank's top 10 exposures on the basis of total (funded and non-funded exposures) aggregated to Rs 98,648
million (2018: Rs 98,957 million) are as following:

2019 2018
————————————— Rupees '000------------
Funded 88,102,082 85,612,060
Non-funded 10,545,863 13,345,010
Total exposure 98,647,945 98,957,070

The sanctioned limits against these top 10 exposures aggregated to Rs 168.3 billion (2018: Rs 139.4 hillion).

There are no classified exposures under this category of advances.

44.1.9 Advances - province / region-wise disbursement and utilisation

2019
Utilisation
Province / region
g Disburse- KPK . 'L:Jz
ments Punjab sindh  including Balochistan Islamabad "o, o9
FATA Gilgit-
Baltistan
—————————————————————————————————————————————— Rupees '000 -----========mmmmmmm oo
Punjab 398,535,206 (/391,090,500 7,057,562 135,711 4,100 239,444 7,889
Sindh 491,689,892 || 17,685,596 [|471,355,695 572,428 2,043,897 27,102 5174
KPK including FATA 1,656,726 21,064 - 1,635,662
Balochistan 1,570 - - - 1,570
Islamabad 32,855,422 1,558,245 260,872 496,785 3,880 30,502,761 32,879
AJK including Gilgit-Baltistan 1,239,835 171,980 - 10,596 - - 1,057,259
Total 925,978,651 410,527,385 478,674,129 2,851,182 2,053,447 30,769,307 1,103,201
2018
Utilisation
Province / region
g Disburse- KPK . AIJg
ments Punjab Sindh including Balochistan Islamabad |nc_u _|ng
FATA Gilgit-
Baltistan
---------------------------------------------- Rupees '000 ----========mmmmmmm oo
Punjab 413,258,605 |[411,569,657 464,381 60,183 4,843 1,158,683 858
Sindh 593,700,639 || 15,211,836 [|578,339,469 31,551 14,277 100,753 2,753
KPK including FATA 1,752,821 - - 1,752,821
Balochistan 1,596 - - - 1,596
Islamabad 27,019,350 3,542,313 9,967 360,515 1,170 23,085,228 20,157
AJK including Gilgit-Baltistan 239,808 183,332 - - - 200 56,276
Total 1,035,972,819 430,507,138 578,813,817 2,205,070 21,886 24,344,864 80,044

Annual Report 2019 | 183



Notes to and forming part of the
Unconsolidated Financial Statements

For the year ended December 31, 2019

44.2

44.21

Market Risk

It is the risk that the value of on-balance sheet and off-balance sheet positions of the Bank will be adversely affected
by movements in market rates or prices such as interest rates, equity prices and / or commodity prices resulting in a
loss to earnings and capital. Market risks arise generally from trading activities, open foreign currency positions,
holding common equity and other products. All such instruments and transactions are exposed to general and
specific market movements.

The Bank seeks to mitigate market risk by employing strategies that correlate price, rate and spread movements of its
earning assets, liabilities and trading activities. Treasury front office, market risk management and treasury middle
office perform market risk management activities within the Bank. The Bank has Enterprise Risk Management
Committee which is responsible for recommending market risk policies and strategies for the Board approval and its
subsequent implementation and review.

Unconsolidated statement of financial position split by trading and banking books

2019 2018
Bankin Tradin Bankin Tradin
book ° bookg Total book S bookg Total
Rupees '000
Cash and balances with treasury banks 60,368,417 - 60,368,417 43,173,993 - 43,173,993
Balances with other banks 2,835,570 - 2,835,570 1,847,595 - 1,847,595
Lendings to financial institutions - - - 2,997,486 - 2,997,486
Investments 27,830,930 176,238,022 204,068,952 30,101,316 184,084,275 214,185,591
Advances 309,573,002 - 309,573,002 296,444,861 - 296,444,861
Fixed assets 24,183,424 - 24,183,424 11,612,007 - 11,612,007
Intangible assets 1,487,541 - 1,487,541 1,331,731 - 1,331,731
Deferred tax assets - - - 183,206 - 183,206
Other assets 27,335,751 - 27,335,751 28,137,713 - 28,137,713
453,614,635 176,238,022 629,852,657 415,829,908 184,084,275 599,914,183

44.2.2 Foreign Exchange Risk

Foreign exchange risk / currency risk is the current or prospective risk to earnings and capital arising from adverse
movements in currency exchange rates. It refers to the impact of adverse movements in currency exchange rates on
the value of open foreign currency positions. Changes in currency rates affect the value of assets and liabilities
denominated in foreign currencies and may affect revenues from foreign exchange dealing.

The Bank undertakes currency risk mostly to support its trade services and maintains overall foreign exchange risk
position to the extent of statutory Foreign Exchange Exposure Limit (FEEL) prescribed by the SBP.

Exposure limits such as counterparty, gap, net open position, dealer and bucket-wise currency delta limits are in place
in accordance with the Bank’s approved policies in order to manage associated risk and concentration at the
acceptable tolerance levels.
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2019 2018
Net Net
Assets Liabilities Off-ba_lance currency Assets Liabilities Off-ba!ance currency
sheet items sheet items
exposure exposure
Rupees '000
Pakistan Rupee 614,326,820 520,288,044  (40,234,738) 53,804,038 588,933,096 505,370,611 (40,143,995) 43,418,490
United States Dollar 12,834,688 48,365,127 36,977,410 1,456,971 9,380,623 45,306,977 35,946,997 20,643
Great Britain Pound Sterling 1,752,207 3,901,237 2,155,516 6,486 933973 3,854,846 2,926,748 5875
Euro 910,522 2,041,078 1,129,859 (697) 602,876 1,883,214 1,280,833 495
Japanese Yen 227 1,861 2,138 504 2,091 20 - 2,071
Other currencies 28,193 1,437 (30,185) (3,429) 61,524 - (10,583) 50,941
629,852,057 574,588,784 B 55,263,873 599,914,183 556,415,668 ) 43,498,515
2019 2018
Banking Trading Banking Trading
book book book book
----------------------------- Rupees '000 -----------=---=---------

Impact of 1% change in foreign exchange rates on
- profit and loss account - 14,598 - 800
- other comprehensive income - - - -

44.2.3 Equity position Risk

Equity position risk is the risk arising from unfavourable fluctuations in prices of shares in which the Bank carries long /
short positions. It is a risk to earnings or capital that results from adverse changes in the value of equity related
portfolios of the Bank. Price risk associated with equities could be systematic or unsystematic. Systematic risk is due
to sensitivity of portfolio’s value to changes in overall level of equity prices, while unsystematic risk is associated with
price volatility that is determined by the specific characteristics of the investee company.

The Bank's equity position is governed by position limits imposed by the State Bank of Pakistan for overall investment
and per scrip exposure. Additionally, there are internal limits set to manage overall earnings in the form of stop loss
limits and maintain a diverse portfolio through sector concentration limits.

2019 2018
Banking Trading Banking Trading
book book book book
————————————————————————————— Rupees '000 ------=--==-===-mmmmmn
Impact of 5% change in equity prices on
- profit and loss account - - - -
- other comprehensive income 2,235 366,525 2,483 354,707
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Yield curve risk is the risk that a financial instrument will suffer either a decline in income or capital because future
changes in prevailing interest rates impact assets more or less than they impact liabilities.

The interest rate risk of the Bank arises when there is a mismatch between contractual maturities, which are subject to
interest rate adjustment within a specified period or re-pricing of on and off-balance sheet assets and liabilities. Risk is
addressed by Asset and Liability Management Committee that reviews the interest rate dynamics at regular intervals
and decides re-pricing of assets and liabilities to ensure that the spread of the Bank remains at an acceptable level.

Major sources of Interest rate risk are;

i) differences between the timing of rate changes and the timing of cash flows (re-pricing risk);

i) changing rate relationships among different yield curves affecting the Bank's activities (basis risk);

i) changing rate relationships across the range of maturities (yield curve risk);

iv) interest-related options embedded in the Bank's products (options risk); and

v) changes in marked-to-market value of financial instruments which occur when interest rate changes (price risk).
44.3 Operational risk

Operational risk is the risk of direct or indirect losses resulting from inadequate or failed internal processes or systems,
human factors or from external events. The Bank’s businesses are dependent on the ability to process a large number
of transactions efficiently and accurately. Operational risks and losses originate from business / operational process
failure, IT security failure, natural disasters, dependence on key suppliers, fraud, service quality compromises,
regulatory non-compliance, loss of key staff and social and environmental impacts.

The operational risk management function is primarily responsible for the oversight of operational risk management
across the Bank. The operational risk management framework of the Bank is governed by the operational risk
management policy and procedures, while the implementation is supported by an operational risk management
system and designated operational risk coordinators within different units across the Bank. The framework is in line
with international best practices, flexible enough to implement in stages and permits the overall approach to evolve in
response to organisational learning and future requirements.

The Bank has implemented an effective operational risk management framework for managing operational risk. Each
department has processes and system controls in place to address operational risks within their area. Operational loss
data is collected through a well defined program implemented across the Bank. Periodic workshops are conducted for
risk and control self assessment and key risk exposures are identified and assessed against existing controls to
evaluate improvement opportunities. Key risk indicators are also defined for monitoring of risk exposures. New
products, systems, activities and processes are subject to comprehensive operational risk assessments, before
implementation. Regular updates on operational risk status is presented to Enterprise Risk Management Committee
(ERMC) and the Board of Directors through the Board Risk Management Committee (BRMC).

Operational risk-disclosures Basel Il specific

Operational risk is the risk of loss resulting from inadequate or failed internal processes, people and systems or from
external events.

The Bank is currently using basic indicator approach for calculating operational risk capital charge.

Under basic indicator approach the capital charge for operational risk is a fixed percentage (denoted alpha) of average
positive annual gross income of the Bank over the past three years. Figures for any year in which annual gross income
is negative or zero, should be excluded from both the numerator and denominator when calculating the average.
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44.4 Liquidity risk

Liquidity risk is the risk that the Bank will be unable to meet its payment obligations associated with its financial
liabilities when they fall due and to replenish funds when they are withdrawn.

Liquidity risk management framework is governed by the liquidity risk management policy. The policy provides specific
directives for measuring and managing liquidity risk identifies responsible personnel; and defines their respective roles
and responsibilities relating to liquidity risk management.

Management of liquidity risk is accomplished through a formal structure which includes:

- Board of Directors (BoD)

- Board Risk Management Committee (BRMC)

- Asset and Liability Committee (ALCO)

- Enterprise Risk Management Committee (ERMC)
- Treasury

- Risk management (enterprise risk management)

- Finance

The BoD approves the liquidity risk management policy including risk limits and ensures, through quarterly reviews by
the BRMC, that the Bank's liquidity risk is being managed prudently. The BRMC plays a strategic role in liquidity risk
management by overseeing the liquidity risk profile of the Bank. ERMC defines the risk tolerance levels and setting risk
limits for effective liquidity risk management. ALCO ensures adherence with policy requirements and risk limits so that
the Bank remains sufficiently liquid at all times.

The market and liquidity risk under enterprise risk management function overseas liquidity risk. The Bank’s Asset and
Liability Committee manages the liquidity position on a continuous basis. The Bank’s liquidity risk management
process, as carried out within the Bank and monitored by the management, includes:

The Bank ensures to maintain a diversified portfolio of liquid assets and funding base. Sources of funding comprise of
a good mix of core deposits. Concentration in deposit, especially large volume deposits, is closely monitored to
anticipate any potential liquidity issues in case of their withdrawals.

Various tools and techniques are used to measure and monitor the possible liquidity risk. These include monitoring of
different liquidity ratios like liquid assets to liquid liabilities, liquid assets to total deposits, large volume deposits to total
deposits, advances to deposit, liquid assets to volatile funding; on regular basis against defined limits. Further, liquidity
gaps over different time bands, are also monitored through maturity profiling of assets and liabilities. The Bank also
ensures that statutory cash and liquidity requirements are maintained at all times. In addition, the Bank has also
implemented the SBP's Basel lll liquidity standards for ensuring compliance with the requirements of LCR, NSFR and
other monitoring tools.

The Bank performs liquidity stress testing on periodic basis in order to ensure sufficient liquidity is always available to
meet financial obligations / commitments. Stress testing aims to quantify the potential impact of extreme yet plausible
events or movements on the value of portfolio. Shocks include withdrawal of deposits, withdrawal of wholesale / large
deposits, withdrawal of top deposits, etc. The results of liquidity stress testing are shared with relevant authorities /
committees, on periodic basis.

Contingency funding plan (CFP) is a part of liquidity risk management policy of the Bank. CFP provides a set of several
early warning indicators of a possible liquidity shortfall situation; describes the actions to be taken to manage it and
identifies the roles and responsibilities of ALCO, CFP team or other relevant authorities.
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Notes to and forming part of the

Unconsolidated Financial Statements

For the year ended December 31, 2019
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Notes to and forming part of the
Unconsolidated Financial Statements

For the year ended December 31, 2019

There are a number of risks undertaken by the Bank, which need to be monitored and assessed. The management of
risks includes the following primary components:

- comprehensive risk measurement approach;
- detailed structure of limits, guidelines and other parameters used to govern risk taking; and
- strong management information system for controlling, monitoring and reporting risks.

Major risks associated with the derivative instruments are market risk, credit risk and liquidity risk. The Bank uses
SunGard-Sierra to measure and manage these risks which provides end-to-end capability with respect to transaction
life cycle.

Market risk

The risk that the value of a derivative contract will be adversely affected by movements in equity prices, interest rates,
currency exchange rates and commodity prices. The authority for approving policies, limits and periodic reviews rest
with the Board of Directors. The critical measures used to manage market risks are interest rate delta and currency
delta basis. These measures involve extreme shifts in a variety of parameters, such as FX rates, interest rates, equity
prices, implied volatility levels and combinations of the above. These measures are calculated through the relevant
systems.

Credit risk

The risk that a party to a derivative contract will fail to perform its obligation. There is a settlement risk associated with
the derivative transactions. Settlement risk is monitored on a daily basis. Risk management department of the Bank
sets the policies and limits for counterparty risk based on a pre-defined criteria linked with the internal risk rating of the
customer.

Liquidity risk

Liquidity risk is managed as part of the overall liquidity risk of the Bank. The risk management policies related to
liquidity risk are explained in note 44.4 to these unconsolidated financial statements.

45 DATE OF AUTHORISATION FOR ISSUE

These unconsolidated financial statements were authorised for issue on February 13, 2020 by the Board of Directors
of the Bank.

46 GENERAL

Comparative information has been re-classified, re-arranged or additionally incorporated in these unconsolidated
financial statements, wherever necessary, to facilitate comparison and to conform with changes in presentation in the
current year. There have been no significant reclassifications during the year.

47 NON-ADJUSTING EVENTS AFTER THE BALANCE SHEET DATE
The Board of Directors in its meeting held on February 13, 2020 has proposed a stock dividend of Nil% amounting to

Rs Nil (2018: Nil). The Board of Directors have also proposed the transfer of Rs Nil to “Reserve for Bonus issue” from
“Unappropriated Profit”.

/T R B R

President & CEO Chief Financial Officer Chairman Director Director

194 | Faysal Bank



"pegEsWeYS
9lL St 0L - 29L°L 4" ¢S99 967 WeLL| UressnH peAs 6-6112296-G0V/€|  Seqay Jesuy pekg peoy ssuN|\ ‘eus) pauuN ‘zg _mwcﬂw%m 7k
"ON doyg ssenauisig geueyd 0/0
‘peqefesied Hsid ‘A0 [Isye L
11608 - 11608 - v/1'65 - 10108 199'62 8|0e|leAy 10N 6-189//¥9-001£€|  Se8IP| PRWLLEYNA PECH [BLEQ UEPIED [2UED 12 S5 el
) Pa1enyiS Py €02 ON XeuQ ‘eiseuy pewiweyniy
976G ‘lUoOeUY */ L7y "ON JemaUY
‘Iyoesey| Jeppes Auojo)
(012 - 9e 708 708 - - 709 vedied /-€6168/6-10¢cy Pewweyniy eny 1ellH 'z Q 29S § 1S ‘8SNOH IpULY QVNAVHIN al
pewweyniy Jinbey . . ehy
Wwezy Jizep\ 10014 pIg '096€ L H
£98 I ze8 - sos't | 1e v26 008 S UiessnH JezeN £-4212/82-20258| MBI JezeN plueH IMBeang 1-0 302 N
T , _ ON JJ0 ‘seoiueg 0BIeD A O/0|  JezeN piue
1YOIYM ‘aloye ‘Huen oA
) ) ) . ) 14OIUY Ueyy| ZemeN o ) ] UBy| qrezueyer
ccl') - ccl') - 2% - 919°, 8G8° ¢t b-¥¥7180G¢-1025€ UeyY giezueyer| peoy Uppnely ‘0L/y61 "ON Asning ok
PEWLWRYNA Uy pweweyny
pUBLEYNA Uey ‘1 "ON mofeBung ‘%0 ON 10/d UeLy
‘(zessey) o1en) AneN ddo) ey
GG/ yxd 8¢/ - €2’ 9l 708 14 Ueyy ezeg piqy 1-0//G//}-10gck| UeYy ezey Jjossne | 1day [eAoy N ‘|-eWweyos Yay ezey joosne] 6
0€1-Q "0 Buipel] 8siy ung 0/0
‘peqeeske ey
200°'L - 200't - 20s'y - 200t 00g'e UeU JUy peliweyniy 1-¥88/¢61-00+E€[  UBUM Juy WiespeN ‘Auojo) pesLeyS qeeseH 1y WaspeN 8
2 "ON 10811S ‘0}/df "ON 8SNnoH :
G628t - g62'8k - 99ty - 17122 62361 ofeunp Jeyg 10eN 6-7825765- 108y ofeunp ueye4 OBIEN OO 'S ON ofeunp ueyle4| /
) ) ) BW8BYIS ‘Z -400/g ‘09 -0 "ON 10Id .
) “Joxlep AUeqr ‘auoy [e1nJswiio))
€98 0g €8 - Y’k 0g 088 961 Wwitelq) pewwreyniy €-176619¢-¢00SE fedlo| plyez 08 'IUeInelsey UoBesed 0/0 feqbl piez| 9
‘peqefese DELSIY
00S - 108 66} 6. - ¢6e 00S posweH Npay G-9v6/817-001E€| Peysiy PeLIWBYNA[  UMO JOOUIYOY ‘[BI0IBUWLLIOD PeOY pewWBYN S
808100 ‘82-d WooBIe L Peyed 0/0
1yoeseY,
065 99¢ yGh 0. 069 - LHE 6Ly Wwivelq| pewweyniy €-176619¢-¢0¢Se ledby piuez ‘auozisyng g-G| 10308 JUy| [eqbl piuez| ¥
-9-eqeq “I00|4 pug ‘yz1-g ON ¥eld
IYoesey ‘Usiysing
Ge9 687 148 - 726 687 yAA" 88¢ pauwy Jyseq 6-9207€8¢- 1082 lyseg ueye basper uezied pifsejy elwer IN Jyseg ueyie4( ¢
| B3l g4 PeqejueysS ‘/gL-¥ 'ON'H
ueu ‘aioyeT ‘elemeyBoleq peoy 19 ey
¥0G 48 I 651 ery St 6 6Ly UIBSNH 18pEURUS 1-1629016-1025€| Ueuyy pewyy preunr AU000) UOOIEZ ‘21 ON1S ‘06 ON'H|  pewuy preunp ¢
prenep ‘pecelesie ‘Uspies) Uep preAep
169 € L 119 67 b 8y Pesy UEINS Jeples /-1/%€9/8-001€€ PIBUY| Jepses a4 902 ON YBYD ‘S-02 ‘ON'H PIBUY| Jepies s
000, seadny
€l cl 115 0l 6 8 L 9 S 14 € [4 l
(zb+11+01) _mm_wmwmn_ tmh_ﬂw__“,_; 10-UBLIM :_wm.ho%v S13Y30 \Q.“M_M_D__ lediduld | swep s,pueqsny . m._o\uwﬂ_:n_k _mn_mmﬂ_._mn_ ssoippy Jamouog  |'oN
ledidund | sJayjed ayrjooweN | s
lejo1 yl0 | /1seseyu J1eak jo Buiuuibaq je saniiqer buipuejsing Jo awep

Annual Report 2019 | 195
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