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DIRECTORS’ REVIEW

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 Unconsolidated Financial Statements for the
quarter ended March 31, 2020.

Company Profile

FBL was incorporated in Pakistan on 3rd October 1994 as a public limited company and its
shares are listed on 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.

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.

Holding Company

[thmaar 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% (2019: 66.78%) of the shareholding in
the Bank. Ithmaar Bank B.S.C. (closed) is a wholly owned subsidiary of lthmaar Holdings
B.S.C. while Dar Al-Maal Al-Islami Trust (DMIT) is the holding company of Ithmaar Holding
B.S.C. and the ultimate parent of the Bank. DMIT was formed by an 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.

Economic Update

Just when the decision to approach the International Monetary Fund (IMF) and switch to
market-based exchange rate mechanism started to bear fruit, with external sector
strengthening and foreign exchange reserves building up, 1Q2020 was struck with COVID 19,
a global pandemic. Within weeks many nations across the world started the process of
monetary easing hoping to revitalise the ensuing economic slowdown. Pakistan followed suit
with a cut in policy rate by 75 bps on 17th March followed by further cuts of 150 bps on 24th
March and 200 bps on April 16 bringing down the Policy Rate from 13.25% to 9%.

While the coronavirus cases and deaths leaped uncontrollably worldwide, governments across
the board introduced lockdowns and curtailment of activity. This has caused major demand
and supply side disruptions to economic activity as the IMF downgraded its global growth
outlook for 2020 from 3.3 percent to below zero. Global oil prices have crashed. Pakistan,
having over a quarter of import bill in crude and related products could benefit from the
situation. However, it may be overshadowed by a drastic drop in remittances and exports as
global trade plunges by a third in 2020 according to World Trade Organization (WTO). Offshore
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DIRECTORS’ REVIEW

investments in Government of Pakistan securities has already seen an outflow of USD 2.4 billion
out of a total of USD 3.4 billion invested in earlier months of FY20. Simultaneously, PKR
depreciated by 8 percent from PKR 154.2 per USD to PKR 166.8 per USD, however Pak Rupee
has gained back some ground subsequently and was valued at 161.3 per USD as at April 30,
20.

The average headline inflation during 9MFY20, clocked in at 11.53%. However, with the
noticeable slowdown in domestic demand and Sensitive Price Indicator (SPI) figures appearing
in single digit, we can expect a significant downward revision in inflation expectations. The
biggest challenge however remains on the fiscal side. Fiscal consolidation on account of
broad-based tax reforms and control over public expenditure has helped gain traction.
However, despite an array of emergency relief measures introduced by the government and
SBP in collaboration with Pakistan Banks, major fiscal slippages are on the cards.

Amidst the coronavirus pandemic, the World Bank (WB) has said that Pakistan may fall into a
recession during 2020 — for the first time in 68 years — with the economy expected to be
shrinking in the range of 1.3%-2.2%. With strong fiscal stimulus appearing to be scarce for
stimulating recovery, the country will need some form of debt repayment reprieve and require
further monetary back-up from the developed world and multilateral institutions such as IMF,
WB, ADB. Once lockdown restrictions are eased, Pakistan’s government should adopt
expansionary fiscal policies combined with monetary stimulus to keep credit flowing in its
economy.

Bank’s Performance
Conversion to Islamic

The Bank’s ‘Asset Led’ conversion strategy using preservation of franchise value as the primary
driving factor continues to guide the Bank towards becoming a full-fledged Islamic Bank. The
Bank’s Product development, Information Technology, Human Resources, Asset and Branch
growth and conversion teams with the support of our capable Shar’iah and other back office
units are cohesively engaged in realizing this objective.

Despite the challenges posed by COVID 19, focus on conversion to Islamic has Alhamdolillah,
translated into improvement in composition of Sharia Compliant deposits rising to 27.5% (Dec
'19: 26.0%) and financing to 41.1% (Dec '19: 37.3%) of total deposits and financing
respectively. We remain confident that by the grace of Allah and with your support we will be
able to achieve our objectives of full conversion by 2023.
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DIRECTORS’ REVIEW

Financial Highlights

Rs. in million

Key Balance Sheet Numbers March 20 December ‘19 Growth %
Investment 215,912 204,069 5.8%
Financing 307,145 309,573 (0.8%)
Total Assets 625,446 629,853 (0.7%)
Deposits 460,980 457,789 0.7%
Profit & Loss Account March ‘20 March ‘19 Growth %
Total Revenue 8,480 6,751 25.6%
Non-Markup Expenses 4,813 3,960 21.5%
Profit before tax and provisions 3,667 2,791 31.4%
Net Provisions 220 (206) (206.5%)
Profit before tax 3,447 2,997 15.0%
Tax 1,367 1,388 (1.5%)
Profit after tax 2,080 1,609 29.3%
Earnings per share (Rupees) 1.37 1.06

Total revenue of the Bank has shown strong growth of 25.6% over the same period last year.
This was attributable mainly to increase in net markup income due to low cost deposit
mobilization strategy and higher markup rates during the quarter under review. Non markup
income also increased led by gain on securities which increased by Rs. 520 million. Operating
expenses have increased by 18.9% primarily due to increase in branch network and higher
inflation prevailing during the quarter.

Net provisions for the quarter reflected charge of Rs. 220 million mainly due to impairment on
equity portfolio of Rs. 260 million — a 25% recognition in accordance with the SBP guidelines.
On account of strong growth in core revenue streams supported by effective cost and risk
management, the Bank was able to generate a robust growth of 29.3% in profit after tax over
the corresponding period of previous year. Earning per share in the quarter improved to Rs.
1.37 per share from 1.06 per share in the corresponding period last year.

On the balance sheet side deposits grew by 0.7% to Rs. 460.98 billion. The Bank concentrated
on reducing cost of deposit during the quarter and saw significant improvement in low cost
deposits. The Bank has a decent Advances to Deposit Ratio (ADR) of 66.7%. The financing
showed slight decline of 0.8% to Rs. 307.16 billion as well as the total assets by 0.7%.
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DIRECTORS’ REVIEW

Risk management

The stringent measures to reduce the COVID 19 spread has impacted the economy of Pakistan
significantly. Regulators and governments across the globe have introduced fiscal and
economic stimulus measures to mitigate its impact. The State Bank of Pakistan (SBP) has
responded to the crisis by cutting the policy rate by 425 basis points to 9 percent and by
introducing regulatory measures to maintain banking system soundness and to sustain
economic activity. These include (i) reducing the capital conservation buffer by 100 basis
points to 1.5 percent; (ii) increasing the regulatory limit on extension of credit to SMEs by 44
percent to Rs 180 million; (iii) relaxing the debt burden ratio for consumer loans from 50 percent
to 60 percent; (iv) allowing banks to defer clients’” payment of principal on loan obligations by
one year; and (v) relaxing regulatory criteria for restructured/rescheduled loans for borrowers
who require relief beyond the extension of principal repayment for one year.

COVID 19 has impacted the banks in Pakistan from various facets, such as increase in overall
credit risk pertaining to loans and advances portfolio, liquidity & market risk implications,
operational issues such as effective management of branch operations, cyber security threats,
reduced fee income due to slowdown in economic activity and investment banking activities
including arrangement of syndicate loans, debt and capital advisory services etc. Major
aspects of COVID 19 on the Bank’s risk management policies are given below:

Assets quality and credit risk

The Risk department of the Bank is regularly conducting assessments to identify borrowers
operating in various sectors that are most likely to get affected. The Bank has further
strengthened its credit review procedures in the light of COVID 19 and has conducted various
Rapid Portfolio Reviews as at March 31, 2020.

Operations

The Bank is closely monitoring the situation and has invoked required actions to ensure safety
and security of its staff and an uninterrupted service to our customers. The senior management
is continuously monitoring the situation and is taking timely decisions to resolve any concerns.
Business Continuity Plans (BCP) for respective areas are in place and tested. The Bank has
significantly enhanced monitoring of the cyber security risks during these times from its
information security protocols, remote work capabilities were enabled for all critical staff and
related risk and control measures have been ensured.

The primary focus of the bank is to ensure health and safety of the staff in these unusual times.
Various steps have been taken to ensure that staff remain safe and healthy. Staff has been
advised to sanitize hands before they enter their respective place of work. Sanitizers have been
placed in all office premises. Face masks are being provided to staff and use of mask has been
made mandatory. Thermal screening of all the staff is conducted before they enter the building.
Branches are being disinfected on regular basis. Travelling is being avoided, where possible.

March 31,2020 | First Quarter | 7



DIRECTORS’ REVIEW

Alternate arrangements, such as video / teleconferencing are being considered. VPN access
along with laptop have been provided to critical staff to facilitate work from home.

Capital adequacy ratio

Under the current scenario, the banks are expected to extend further credit, while overall
deteriorating credit risk and increased NPLs may mean additional pressures on the Bank from
Capital Adequacy Ratio perspective. In order to provide space for additional lending the SBP
has relaxed the Capital Conversion Buffer (CCB) requirements for the banks to 1.5%, resulting
in an overall CAR requirement of 11.5%. The reduced CCB has also provided an additional limit
to the Bank for its tier 2 capital. Further the regulatory limit for retail loans has also increased by
SBP to 180 million, which will now result in reduced Risk Weighted Assets for some of its loans.
In addition to the measures by SBP, the management is continuously monitoring the impacts of
various decisions on its CAR and taking further lending decisions based on the overall impact
on Risk Weighted Assets (RWA). The Bank also believes that it has sufficient buffer in its CAR
requirement to meet any adverse movements in credit, market or operational risks.

Outlook

We are passing through an unprecedented time when the global and Pakistan economy is
being significantly impacted by the ongoing lockdown restrictions necessitated to control the
spread of COVID 19. Prudent capital management has enabled your Bank to maintain a strong
Capital Adequacy Ratio of 19.20% which is well above the regulatory requirement. This will hold
the Bank in good stead in passing through the difficult times that lay ahead. FBL remains
committed to providing high class services to its customers in these testing times through
improved and enhanced offerings from alternate delivery channels and digital platforms.

Credit Rating:

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

Long-Term AA
Short-Term A1+

Stable outlook has been assigned to the ratings by both the rating agencies.
Subsequent Events
No material changes or commitments affecting the financial position of the Bank have occurred

between the quarter end and the date of this report other than those disclosed in financial
statements.
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CONDENSED INTERIM UNCONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT MARCH 31, 2020

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

16
17
18

19
20

21

22

Un-audited Audited

March 31, December 31,
2020 2019
-------------- Rupees '000 -----====snnzunaan

44,532,267 60,368,417
1,614,891 2,835,570
215,911,589 204,068,952
307,145,245 309,573,002
24,173,659 24,183,424
1,426,407 1,487,541
30,641,544 27,335,751
625,445,602 629,852,657
7,418,845 8,356,460
61,329,964 72,746,795
460,980,033 457,789,109
2,661,168 2,763,998
35,815,942 32,932,422
568,205,952 574,588,784
57,239,650 55,263,873
15,176,965 15,176,965
9,801,668 9,830,958
10,653,844 10,748,080
21,607,173 19,507,870
57,239,650 55,263,873

The annexed notes 1 to 40 form an integral part of these condensed interim unconsolidated financial statements.

PRESIDENT & CEO CHIEF FINANCIAL OFFICER
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CONDENSED INTERIM UNCONSOLIDATED PROFIT AND LOSS ACCOUNT (UN-AUDITED)

FOR THE QUARTER ENDED MARCH 31, 2020

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

Gain / (loss) 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

24
25

26

27
28

29

30

31

32

33

Quarter ended

March 31, March 31,
2020 2019
----------------- Rupees '000 -----=-====mn=mnnn
17,201,900 12,205,025
10,675,952 7,260,647
6,525,948 4,944,378
1,032,777 887,025
60,228 75,148
332,211 792,462
90,535 53,272
472,711 (47,449)
(34,818) 45,865
1,953,645 1,806,323
8,479,593 6,750,701
4,630,315 3,891,121
74,599 62,568
107,907 6,177
4,812,821 3,959,866
3,666,772 2,790,835
219,763 (206,304)
3,447,009 2,997,139
1,366,826 1,388,348
2,080,183 1,608,791
Rupees

1.37 1.06

The annexed notes 1 to 40 form an integral part of these condensed interim unconsolidated financial statements.

PRESIDENT & CEO CHIEF FINANCIAL OFFICER CHAIRMAN DIRECTOR

DIRECTOR
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CONDENSED INTERIM UNCONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME (UN-AUDITED)
FOR THE QUARTER ENDED MARCH 31, 2020

Quarter ended
March 31, March 31,
2020 2019
=mmmmmnmmnmae- RUpe@ES "000 ----m-mmmmmmeeeen

Profit after taxation for the period 2,080,183 1,608,791
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 (75,116) 229,708
Total comprehensive income 2,005,067 1,838,499

The annexed notes 1 to 40 form an integral part of these condensed interim unconsolidated financial statements.

PRESIDENT & CEO CHIEF FINANCIAL OFFICER CHAIRMAN DIRECTOR DIRECTOR
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CONDENSED INTERIM UNCONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE QUARTER ENDED MARCH 31, 2020

Reserves Surplus / (deficit)
Capital on revaluation of
A g
butable Fixed Unappro-
Sh: .
e | Reserve capital R.eﬁem Statutory assets/ priated | Total
capital | for Issue| Share arising on Total | Invest-
of | Teserve |7 reserve ments | Non- | Total profit
u (NCR)- . banking
shares N gamation
gain on assets
bargain
Rupees '000
Balance as at January 1, 2019 (audited) 15,176,965 - 10131 632006 23952 8112819 8778908 (435946) 5529613 5093667 14,448,975 43,498,515
Profit after taxation for the quarter ended
March 31,2019 - - - - - - - - - - 1608791 1,608,791
Other comprehensive loss - net of tax - - - - - - - 229,708 - 229,708 - 229,708
Total comprehensive income - - - - - - - 229,708 - 229,708 1,608,791 1,838499
Transfer from surplus on revaluation of fixed
assets to unappropriated profit - net of tax - - - - - - - - (20804)  (20804) 20,804
Amortisation of intangible assets - customer
relationship - net of tax - - - (68,186) - - (68,186) - - - - (68,186)
Balance as at March 31, 2019 (un-audited) 15,176,965 - 10131 563820 23952 8112819 8710722 (206.238) 5508809 5302571 4,431,841 4,431,841
Profit after taxation for the period from
April1, 2019 to December 31, 2019 - - - - - - - - - - 4431841 4431841
Other comprehensive income - net of tax - - - - - - - 3590153 2,004,847 5595000 56,004 5651004
Total comprehensive income - - - - - - - 3590153 2,004,847 5595000 4,487,935 10,082,935
Transfer to statutory reserve - - - - - 1208126 1208126 - - - (1,208,126)
Transfer from surplus on revaluation of fixed
assets to unappropriated profit - net of tax - - - - - - - - (55,69)  (55,669) 55,669
Transfer from surplus on revaluation of
non-banking assets - net of tax - - - - - - - - (93822) (93822) 93822
Amortisation of intangible assets - customer
relationship - net of tax - - - (87,890) - - (87,890) - - - - (87,890
Balance as at December 31, 2019 (audited) 15,176,965 - 10131 475930 23952 9320945 9830958 3383915 7364165 10,748,080 19,507,870 55,263,873
Profit after taxation for the quarter
ended March 31, 2020 - - - - - - - - - - 2,080,183 2,080,183
Other comprehensive income - net of tax - - - - - - - (75,116) - (75,116) - (75,116))
Total comprehensive income - - - - - - - (75,116) - (75,116) 2,080,183 2,005,067
Transfer to statutory reserve
Transfer from surplus on revaluation of fixed
assets to unappropriated profit - net of tax - - - - - - - - (19,120) (19,420) 19,120
Transfer from surplus on revaluation of
non-banking assets - net of tax
Amortisation of intangible assets - customer
relationship - net of tax - - - (29,290) - - (29,290) - - - - (29,290)
Balance as at March 31, 2020 (Un-audited) 15,176,965 - 10131 446640 23,952 9,320,945 9,801,668 3,308,799 7,345,045 10,653,844 21,607,173 57,239,650

The annexed notes 1 to 40 form an integral part of these condensed interim unconsolidated financial statements.

PRESIDENT & CEO CHIEF FINANCIAL OFFICER CHAIRMAN DIRECTOR DIRECTOR
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CONDENSED INTERIM UNCONSOLIDATED CASH FLOW STATEMENT (UN-AUDITED)
FOR THE QUARTER ENDED MARCH 31, 2020

March 31, March 31,
2020 2019
Rupees '000 --

CASH FLOW FROM OPERATING ACTIVITIES

Profit before taxation 3,447,009 2,997,139
Less: dividend income (60,228) (75,148)
3,386,781 2,921,991
Adjustments:
Depreciation 313,775 236,279
Amortisation of intangible assets 38,159 29,510
Depreciation on right-of-use assets 380,806 468,649
Depreciation on non-banking assets 1,395 3,564
Impairment of non-banking assets - -
Workers' welfare fund 74,599 62,568
Provision / (reversal of provision) against loans and advances - net 314,747 (191,003)
Reversal of provision for diminution in value of investments - net (83,978) (1,353)
(Reversal of other provision) / other provision - net - -
Provision against off balance sheet obligations 414 6,773
(Gain) / loss on securities unrealised - held for trading - net (40,735) 6,841
Gain on sale of fixed assets - net (5,386) (2,355)
Income from derivative contracts - net (90,535) (63,272)
Mark-up / return / interest expensed - lease liability against
right-of-use assets 250,624 189,269
Bad debts written off directly / (recovery of written off bad debts) 3,017 (20,721)
1,156,904 734,749
4,543,685 3,656,740
Decrease / (increase) in operating assets
Lendings to financial institutions - (30,657,408)
Held-for-trading securities 4,781,943 25,180,361
Advances 2,109,993 (1,192,940)
Other assets (excluding advance taxation) (4,149,926) 2,058,269
2,742,010 (4,611,718)
(Decrease) / increase in operating liabilities
Bills Payable (937,615) (14,872,772)
Borrowings from financial institutions (11,214,472) (58,000,540)
Deposits 3,190,924 12,749,172
Other liabilities (excluding current taxation) 2,947,055 3,875,269
(6,014,108) (56,248,871)
Income tax paid (560,212) (726,906)
Contribution to gratuity fund - -
Net cash flow generated from / (used in) operating activities 711,375 (57,930,755)
CASH FLOW FROM INVESTING ACTIVITIES
Net (investment) / divestment in available for sale securities (16,736,458) 63,247,090
Net divestment in held to maturity securities 113,450 249,072
Dividends received 18,911 1,122
Investment in operating fixed assets (554,250) (7,148,494)
Investment in intangible assets (25,052) (32,854)
Proceeds from sale of fixed assets 5,536 2,951
Proceeds from sale of non-banking assets - -
Net cash flow (used in) / generated from investing activities (17,177,863) 56,318,887
CASH FLOW FROM FINANCING ACTIVITIES
Payment of lease liability against right-of-use assets (387,968) -
Dividend paid (13) | | 1,561
Net cash flow (used in) / generated from financing activities (387,981) 1,561
Decrease in cash and cash equivalents during the period (16,854,470) (1,610,307)
Cash and cash equivalents at the beginning of the period 62,765,265 44,879,962
Cash and cash equivalents at the end of the period 45,910,795 43,269,655
The annexed notes 1 to 40 form an integral part of these condensed interim unconsolidated financial statements.
PRESIDENT & CEO CHIEF FINANCIAL OFFICER CHAIRMAN DIRECTOR DIRECTOR
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM UNCONSOLIDATED FINANCIAL STATEMENTS
FOR THE QUARTER ENDED MARCH 31, 2020

1.1

21

2.2

23

3.1

STATUS AND NATURE OF BUSINESS

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
(December 31, 2019: 555); including 413 Islamic banking branches (December 31, 2019: 413) and 1 Islamic
sub-branch (December 31, 2019: 1) in Pakistan.

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

Ithmaar 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% (December 31, 2019: 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.

The Pakistan Credit Rating Agency Limited (PACRA) and VIS Credit Rating Company Limited, have
determined the Bank’s long-term rating as 'AA’ and the short term rating as 'A1+".

BASIS OF PRESENTATION

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 condensed interim unconsolidated financial
statements as such but are restricted to the amount of facility actually utilised and the appropriate portion of
mark-up thereon.

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 note 38 to these condensed interim
unconsolidated financial statements.

The Bank has controlling interest in Faysal Asset Management Limited (FAML) and is required to prepare
consolidated financial statements under the provisions of the Companies Act, 2017. These condensed interim
financial statements represent the unconsolidated results of the Bank and a separate set of condensed interim
consolidated financial statements are also being presented by the Bank.

STATEMENT OF COMPLIANCE
These condensed interim unconsolidated financial statements have been prepared in accordance with the
accounting and reporting standards as applicable in Pakistan for interim financial reporting. The accounting

and reporting standards applicable in Pakistan for interim financial reporting comprise of:

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

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

- Provisions of, and directives issued under the Banking Companies Ordinance, 1962 and the
Companies Act, 2017, and
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM UNCONSOLIDATED FINANCIAL STATEMENTS
FOR THE QUARTER ENDED MARCH 31, 2020

- 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 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.

3.2 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 period ended March 31, 2020, the Bank has
adjusted amortisation of intangible assets amounting to Rs. 29.290 million (net of tax) from the NCR.

3.3 These condensed interim unconsolidated financial statements do not include all the information and
disclosures required in the audited annual unconsolidated financial statements, and are limited based on the
format prescribed by the State Bank of Pakistan through BPRD Circular Letter No. 05 dated March 22, 2019
and IAS 34, and should be read in conjunction with the audited annual unconsolidated financial statements for
the financial year ended December 31, 2019.

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

3.4.1 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
do not have any significant effect on the Bank’s operations and are therefore not detailed in these condensed
interim unconsolidated financial statements.

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

3.5.1 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.

3.5.2 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 condensed
interim unconsolidated financial statements.

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The accounting policies applied in the preparation of these condensed interim unconsolidated financial

statements are the same as applied in the preparation of the annual unconsolidated financial statements of the
Bank for the year ended December 31, 2019.
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM UNCONSOLIDATED FINANCIAL STATEMENTS
FOR THE QUARTER ENDED MARCH 31, 2020

5 BASIS OF MEASUREMENT

These condensed interim 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.

6 FUNCTIONAL AND PRESENTATION CURRENCY

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

7 CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

The basis for accounting estimates adopted in the preparation of these condensed interim unconsolidated
financial statements is the same as that applied in the preparation of the unconsolidated financial statements
of the Bank for the year ended December 31, 2019.

8 FINANCIAL RISK MANAGEMENT

The financial risk management objectives and policies adopted by the Bank are consistent with those
disclosed in the unconsolidated financial statements for the year ended December 31, 2019. The following
additional considerations have been taken in account in the Bank’s risk management policies due to the
COVID - 19.

The COVID — 19 and the measures to reduce its spread has impacted the economy of Pakistan significantly.
Regulators and governments across the globe have introduced fiscal and economic stimulus measures to
mitigate its impact. The State Bank of Pakistan (SBP) has responded to the crisis by cutting the policy rate by
425 basis points to 9 percent and by introducing regulatory measures to maintain banking system soundness
and to sustain economic activity. These include;

- reducing the capital conservation buffer by 100 basis points to 1.5 percent;

- increasing the regulatory limit on extension of credit to SMEs by 44 percent to Rs 180 million;
- relaxing the debt burden ratio for consumer loans from 50 percent to 60 percent;

- allowing banks to defer clients’ payment of principal on loan obligations by one year; and

- relaxing regulatory criteria for restructured/rescheduled loans for borrowers who require relief beyond
the extension of principal repayment for one year.

COVID 19 has impacted the banks in Pakistan from various facets which includes increase in overall credit risk
pertaining to loans and advances portfolio in certain sectors, reduced fee income due to slowdown in
economic activity, operational issues such as operations of Branches, managing cyber security threat and
managing investment banking activities including arrangement of syndicate loans, debt and capital advisory
services etc. Major aspects of COVID 19 on the Bank’s risk management policies are given below:
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM UNCONSOLIDATED FINANCIAL STATEMENTS
FOR THE QUARTER ENDED MARCH 31, 2020

8.1

8.2

8.3

10

26 |

Assets quality and credit risk

The Risk department of the Bank is regularly conducting assessments to identify borrowers operating in
various sectors which are most likely to get affected. The Bank has further strengthened its credit review
procedures in the light of COVID 19 and has conducted a Rapid Portfolio Review as at March 31, 2020.

Operations

The Bank is closely monitoring the situation and has invoked required actions to ensure safety and security of
Bank staff and an uninterrupted service to our customers. The senior management of the Bank is continuously
monitoring the situation and is taking timely decisions to resolve any concerns. Business Continuity Plans
(BCP) for respective areas are in place and tested. The Bank has significantly enhanced monitoring for all
cyber security risk during these times from its information security protocols, remote work capabilities were
enabled for all critical staff and related risk and control measures have been ensured.

Capital adequacy ratio

Under the current scenario, the Banks are under pressure to extend further credit to its borrowers, while
overall deteriorating credit risk and increased NPL may also put additional pressures on the Bank from Capital
Adequacy Ratio perspective. The SBP has relaxed the Capital Conversion Buffer (CCB) requirements for the
Banks to 1.5%, resulting in an overall CAR requirement of 11.5%. The reduced CCB has also provided an
additional limit to the Bank for its tier 2 capital. Further the regulatory limit for retail loans has also increased
by SBP to 180 million, which will now result in reduced Risk Weighted Assets for some of its loans. In addition
to the measures by SBP, the Senior management of the Bank is continuously monitoring the impacts of
various decisions of its CAR and taking further lending decisions based on the overall impacts on RWA. The
Bank also believes that it has sufficient buffer in its CAR requirement to meet any adverse movements in
credit, market or operational risks.

Un-audited Audited
March 31, December 31,
2020 2019
CASH AND BALANCES WITH TREASURY BANKS ~ ====mesemeeseeees Rupees "000 -----------=------
In hand
- Local currency 16,456,153 10,322,390
- Foreign currency 3,710,075 3,601,723
20,166,228 13,924,113
With State Bank of Pakistan in
- Local currency current account 16,139,107 32,960,190
- Foreign currency current account 1,966,270 1,873,656
- Foreign currency deposit account 5,555,274 5,325,652
23,660,651 40,159,498
With National Bank of Pakistan in
- Local currency current account 691,716 5,574,470
Prize bonds 13,673 710,336
44,532,267 60,368,417
BALANCES WITH OTHER BANKS
In Pakistan
- In current account 470,259 1,426,975
Outside Pakistan
- In current account 762,881 1,352,850
- In deposit account 381,751 55,745
1,614,891 2,835,570
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM UNCONSOLIDATED FINANCIAL STATEMENTS
FOR THE QUARTER ENDED MARCH 31, 2020

Un-audited Audited
1" INVESTMENTS Note March 31, 2020 December 31, 2019
Cosll/ Provision Surplus/ Carrying Cos.tl Provision Surplus/ Carrying
111 Investments by type: amortised || for I 0qein value amortised || for (deficit) value
cost diminution cost diminution|
Rpees '000
Held-for-trading
Federal Govermment securies | zs,zoz,son E H 40,272” 26,243,193 ” 31,073,816 " - u 1,002 ” 31,074,818|
Shares 88,953 1,465 90,418 - - - -
26,291,873 . 4,737 26333610 31,073,816 - 1002 31,074,818

Available-for-sale securities
Federal Govement securities 13 120,656,728 - 1,181,786 || 121,838,514 || 104,109,013 - 115,329 104,224,342
Shares 8,020,837 || 1,666,749 (779,282), 5,574,806 8,322,582 || 1,745,897 878,857 7,455,542
Non Government debt securities 42,701,931 559,787 || 5,021,757 || 47,163,901 42,711,443 569,787 4,553,216 46,704,872
171,379,496 2,226,536 5,424,261 174,577,220 155,143,038 2,305,684 5,547,402 158,384,756

Held-to-maturity securities

Federal Govemment securifies 112 | 1,597,048 H . H . H 1,597,048 ” 1,597,043” - H ” 1,597,048|
Non Govemment debt securiies 115 | 13,802,584 || 1,538,767 12,263,817 || 13,916,034 || 1,543,597 12,372,437
15,399,632 1,538,767 . 13,860,865 15,513,082 1,543,597 - 13,969,485
Subsidiary *
Fully paid up ordinary shares of
Faysal Asset Management Limited ~ 11.6 1,139,893 - - 1,139,893 639,893 - - 639,893
Total Investments 214,210,894 3,765,303 5465998 215911589 202,369,829 3,849,281 5,548,404 204,068,952
* related party
Un-audited Audited
March 31, December 31,
2020 2019
----------------- Rupees '000 -------==-==n==n-=
11.2  Bai Muajjal - gross 2,212,625 2,212,625
Less: deferred income (349,351) (400,462)
Less: profit receivable shown in other assets (266,226) (215,115)
Bai Muajjal - net 1,597,048 1,697,048

This represents Bai Muajjal with Government of Pakistan which carry mark-up at the rate of 12.84% per annum
(December 31, 2019: 12.84%) maturing in December, 2021.

Un-audited Audited
March 31, December 31,
2020 2019

----------------- Rupees ‘000 -----===mn=mmmmmnm
11.3 Investments given as collateral

- Market treasury bills 6,846,983 21,747,989

11.4  Provision for diminution in value of investments

11.4.1 Opening balance 3,849,281 3,541,667
Charge / (reversals)
Charge for the period/year 260,598 366,100
Reversals on disposals (344,576) (58,486)
(83,978) 307,614
Closing Balance 3,765,303 3,849,281

11.4.2 As at March 31, 2020, the bank had an impairment of Rs 1,042.395 million under the significant criteria
pertaining to the equity portfolio of the Bank. The Bank has opted to record impairment of Rs 260.599 million
only in these condensed interim unconsolidated financial statements, and has deferred the recognition of
impairment amounting to Rs 781.796 million to the subsequent periods as allowed by the SBP vide BPRD
circular letter No. 13 dated March 26, 2020.
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM UNCONSOLIDATED FINANCIAL STATEMENTS
FOR THE QUARTER ENDED MARCH 31, 2020

Un-audited Audited
11.4.3 Particulars of provision against March 31, 2020 December 31, 2019
debt securities Non- Non-
performing Provision performing Provision
Category of classification investments investments
Rupees '000

Domestic

- Loss 2,098,554 2,098,554 2,103,384 2,103,384

11.5

The market value of securities classified as held-to-maturity as at March 31, 2020 amounted to Rs. 12,455.432
million (December 31, 2019: Rs. 12,564.225 million).

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.

Un-audited
March 31, March 31,
2020 2019

Particulars of the assets and liabilities of the subsidiary =~ =====eeesseeeeen Rupees "000 -----====snnznmuen
Revenue 29,307 32,413
Net loss (25,592) (10,955)
Total assets 863,738 336,184
Liabilities 99,641 41,372
Net assets 764,097 294,812
Percentage (%) holding of the Bank 99.99% 99.99%
ADVANCES Performing Non performing Total

Un-audited Audited Un-audited Audited Un-audited Audited

March 31, |[December 31,|| March 31, |[ December 31,|| March 31, || December 31,
2020 2019 2020 2019 2020 2019

Rupees '000

Loans, cash credits, running finances, etc. 166,577,027 182,560,477 28,764,090 28,777,157 195,341,117 211,337,634

Islamic financing and related assets 125,914,098 114,980,031 1,021,411 1,096,671 126,935,509 116,076,702
Bills discounted and purchased 8,847,656 5,860,886 569,754 536,455 9,417,410 6,396,341
Advances - gross 301,338,781 303,401,394 30,355,255 30,409,283 331,694,036 333,810,677

Provision against advances

- specific - |[(23,790,446)|[ (23475.724)|[ (23,790,446)|[ (23475724
- general (758,345) (761951) - - (758,345) (761,951)

(758,345) (761951) (23,790,446)  (23475724) (24,548,791)  (24.237675)
Advances - net of provision 300,580,436 302639443 6,564,809 6933559 307,145245 309573002
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12.2

12.3.1

Un-audited Audited
March 31, December 31,
2020 2019
Particulars of advances (gross) e Rupees '000 ------------------
- in local currency 327,948,846 331,186,964
- in foreign currencies 3,745,190 2,623,713
331,694,036 333,810,677

Advances include Rs. 30,355 million (December 31, 2019: Rs. 30,409 million) which have been placed under
non-performing status as detailed below:-

Un-audited Audited
March 31, 2020 December 31, 2019
I Non- Non-
Category of classification performing || Provision || performing Provision
loans loans
el LT 112 1 ]
Domestic
- other assets especially mentioned 1,376,602 - 1,483,618 10
- substandard 1,531,882 237,694 1,528,058 262,576
- doubtful 4,314,127 1,340,221 4,305,081 1,164,514
- loss 23,132,644 22,212,531 23,092,526 22,048,624
Total 30,355,255 23,790,446 30,409,283 23,475,724
Particulars of provision against advances
Un-audited Audited
March 31, 2020 December 31, 2019
Specific | | General | | Total Specific | | General | | Total
Rup '000
Opening balance 23,475,724 761,951 24,237,675 23,135,261 678,187 23,813,448
Charge for the period / year 634,411 . 634,411 2,374,321 83,764 2,458,001
Reversals during the period / year (316,058) (3,606) (319,664) (1,812,748) - (1,812,748)
318,353 (3,606) 314,747 561,579 83,764 645,343
Amounts written off (3,631) - (3,631) (220,887) - (220,887)
Amounts charged off -
agriculture financing - - - (229) - (229)
Closing balance 23,790,446 758,345 24,548,791 23,475,724 761,951 24,237,675

As allowed by the SBP the Bank has availed benefit of forced sale value (FSV) of collaterals held as security of
Rs 1,943.361 million (December 31, 2019: Rs 1,996.336 million) relating to advances while determining the
provisioning requirement against non-performing financing as at March 31, 2020. The additional profit arising
from availing the FSV benefit - net of tax as at March 31, 2020 which is not available for distribution as either
cash or stock dividend to shareholders and bonus to employees approximately amounted to Rs 1,185.450
million (December 31, 2019: Rs 1,217.765 million).
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12.3.2

12.3.3

13

131

13.3

As per the Prudential Regulations, the SBP has specified that general provision against consumer financing
should be maintained at varying percentages based on the non-performing loan ratio present in the portfolio.
These percentages range from 1% to 2.5% for secured and 4% to 7% for unsecured portfolio.

The Bank also maintains general provision in accordance with the applicable requirements of the Prudential
Regulations for Housing Finance issued by the SBP. The provision ranges between 0.5% to 1.5% based on the
non-performing loan ratio present in the portfolio.

The Bank is also required to maintain a general reserve of 1% against un-secured small enterprise financing
portfolio as per the applicable requirements of the Prudential Regulations issued by the SBP.

Although the Bank has made provision against its non-performing portfolio as per the category of classification
of the loans, however, the Bank still holds enforceable collateral against certain non-performing loans in the
event of recovery through litigation. These securities comprise of charge against various tangible assets of the
borrower including land, building and machinery, stock in trade, etc.

Un-audited Audited
March 31, December 31,
Note 2020 2019
FIXEDASSETS e Rupees '000 -----===mmnnmmmman
Capital work-in-progress 131 1,050,315 1,158,140
Property and equipment 23,123,344 23,025,284
24,173,659 24,183,424
Capital work-in-progress
Civil works 322,181 393,327
Equipment 685,115 657,714
Furniture and fixture 36,649 44,591
Vehicles 6,370 62,508
1,050,315 1,158,140
Un-audited
March 31, March 31,
Additions to fixed assets 2020 2019
-- Rupees 000 ----
The following additions have been made to fixed assets during the period:
Capital work-in-progress 553,465 452,225
Property and equipment
Furniture and fixture 64,711 44,613
Electrical office and computer equipment 300,710 176,451
Vehicles 58,765 1,192
Others 237,889 84,944
662,075 307,200
Total 1,215,540 759,425
Disposal of fixed assets
The net book value of fixed assets disposed off during the period is as follows:
Furniture and fixture 3 3
Electrical office and computer equipment 118 212
Vehicles 29 928
Total 150 1,143
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14 INTANGIBLE ASSETS

Capital work-in-progress
Computer softwares
Customer relationship

Total

Capital work-in-progress
Computer software

141 Additions to intangible assets
The following additions have been made to intangible assets during the period:

Directly purchased

15 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 20
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 15.1

Other assets (net of provision)

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

Other assets - total

15.1  Provision held against other assets

Dividend receivable

SBP penalties

Fraud forgery theft and account receivable
Security deposits

Others

Un-audited Audited
March 31, December 31,
2020 2019
----------------- Rupees '000 ------------------
320,198 412,380
374,018 294,946
732,191 780,215
1,106,209 1,075,161
1,426,407 1,487,541
320,198 412,380
Un-audited
March 31, March 31,
2020 2019
----------------- Rupees '000 ------=snnmmmmmean
117,234 32,854
Un-audited Audited
March 31, December 31,

9,094,606 9,599,120
95,631 82,615
953,729 891,027
1,695,287 2,612,575
1,269,527 1,271,386
4,097,678 859,265
19,578 90,937
10,691,414 9,142,924
372,526 574,288
12,285 183,606
116,665 75,348
411,189 363,052
45,008 45,008
54,505 54,505
510,305 288,485
29,439,933 26,134,141
(252,176) (252,176)
29,187,757 25,881,965
1,453,786 1,453,786
30,641,544 27,335,751
75,348 75,348
51,135 51,135
21,662 21,662
22,994 22,994
81,037 81,037
252,176 252,176
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Un-audited Audited

March 31, December 31,
Note 2020 2019
----------------- Rupees '000 ------====nn==nuun
15.1.1 Movement in provision held against other assets

Opening balance 252,176 257,564
Charge for the period / year - 7,860
Reversals during the period / year - ‘ | (13,248)
- (5,388)
Closing balance 252,176 252,176

16 BILLS PAYABLE

In Pakistan 7,418,845 8,356,460
17 BORROWINGS

Secured
Borrowings from the State Bank of Pakistan
- under export refinance scheme - part | and |l 9,682,353 10,598,970
- under long term financing facility 3,305,678 2,426,974
- under long term financing facility for renewable power energy (RPE) 895,435 896,508
- under scheme of financing facility for storage of agricultural produce 77,168 86,316
- under Islamic export refinance scheme 10,717,560 8,087,560
24,678,194 22,096,328
Repurchase agreement borrowings 6,841,710 21,721,810
Total secured 31,519,904 43,818,138
Unsecured
Call borrowings 4,326,052 1,783,448
Overdrawn nostro accounts 236,363 438,722
Musharaka acceptances 11,095,000 18,020,000
Other borrowings 171 14,152,646 8,686,487
Total unsecured 29,810,060 28,928,657
61,329,964 72,746,795

171 This represents borrowings from foreign financial institutions. The mark-up rates on these borrowings are
ranging from 2.42% to 3.64% per annum (December 31, 2019: 3.32% to 3.43%) with maturities upto
September 2020.

18 DEPOSITS AND OTHER ACCOUNTS

Un-audited Audited
March 31, 2020 December 31, 2019
In local In foreign In local In foreign
currency currenc?es Total currency currenc?es Total
Rupees '000
Customers
Current deposits — remunerative 11,176,794 - 11,176,794 12,358,523 - 12,358,523
Current deposits — non-remunerative | 114,332,515 18,656,467 || 132,988,982 || 117,835,756 16,723,542 134,559,298
Savings deposits 138,859,747 16,448,745 || 155,308,492 || 137,498,494 15,672,852 153,171,346
Term deposits 135,773,358 4,212,833 || 139,986,191 || 122,761,268 4,921,337 127,682,605
Margin deposits 2,899,114 22,095 2,921,209 2,715,024 19,177 2,734,201
. o 403,041,528 39,340,140 442,381,668 393,169,065 37,336,908 430,505,973
Financial institutions
Current deposits 802,261 22,590 824,851 1,120,002 55,570 1,175,572
Savings deposits 10,456,174 - 10,456,174 19,638,764 - 19,638,764
Term deposits 7,317,340 - 7,317,340 6,468,800 - 6,468,800
18,575,775 22,590 18,598,365 27,227,566 55,570 27,283,136

421,617,303 39,362,730 460,980,033 420,396,631 37,392,478 457,789,109
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19

20

20.1

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

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 15
Unclaimed dividends

Mark to market loss on forward foreign exchange contracts
Charity fund balance

Provision against off-balance sheet obligations 20.1
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

Un-audited Audited
March 31, December 31,
2020 2019
-- Rupees 000 ----

134,348 182,987
1,307,267 1,307,267
99,703 99,703
(2,115,461) (2,163,487)
(574,143) (573,530)
(1,663,813) (1,676,037)
(14,113) (14,113)
(285,554) (304,285)
(123,545) (196,033)
(2,087,025) (2,190,468)
(2,661,168) (2,763,998)
5,288,111 3,729,656
33,004 27,021
740,562 725,288
2,152,064 2,374,642
10,691,414 9,142,924
45,804 45,817
1,843,217 2,228,384
2,959 2,278
114,090 113,676
1,055,862 1,201,214
93,276 180,845
40,557 58,494
35,332 77,747
1,372,836 1,032,154
1,110,499 1,119,464
8,296,414 8,319,984
570,591 565,357
237,399 232,572
55,532 125,263
128,502 144,552
1,439,763 1,172,824
89,110 118,814
379,045 193,452
35,815,942 32,032,422
113,676 125,238
M4 -
. (11,562)
M4 (11,562)
114,090 113,676
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Un-audited Audited
March 31, December 31,
21 SURPLUS ON REVALUATION OF ASSETS - NET OF TAX  Note 2020 2019
-=--------------- Rupees '000 ------------------
Surplus / (deficit) on revaluation of:
- Available for sale securities 5,424,261 5,547,402
- Fixed assets 7,592,079 7,600,529
- Non-banking assets acquired in satisfaction of claims 1,453,786 1,453,786
14,470,127 14,601,717
Deferred tax on surplus / (deficit) on revaluation of:
- Available for sale securities (2,115,462) (2,163,487)
- Fixed assets (1,686,707) (1,676,037)
- Non-banking assets acquired in satisfaction of claims (14,113) (14,113)
(3,816,282) (3,853,637)
10,653,844 10,748,080
22 CONTINGENCIES AND COMMITMENTS
Guarantees 221 26,161,135 24,074,333
Commitments 22.2 190,540,452 208,211,812
Other contingent liabilities 223 4,293,244 4,293,244
220,994,831 236,579,389
221 Guarantees:
Financial guarantees 7,252,135 7,099,400
Performance guarantees 5,038,740 4,870,710
Other guarantees 13,870,260 12,104,223
26,161,135 24,074,333
22.2 Commitments:
Documentary credits and short-term trade-related transactions
- letters of credit 36,847,670 30,343,743
Commitments in respect of:
- forward foreign exchange contracts 22.21 118,872,682 126,281,305
- forward government securities transactions 2222 6,843,678 21,760,786
- derivatives - cross currency and interest rate swaps (notional principal) 22.2.3 9,750,515 9,244,773
- extending credit (irrevocable) 225 17,979,343 20,281,111
Commitments for acquisition of:
- operating fixed assets 96,911 185,919
- intangible assets 149,653 114,175
190,540,452 208,211,812
22.2.1 Commitments in respect of forward foreign exchange contracts
Purchase 81,318,044 84,264,725
Sale 37,554,638 42,016,580
118,872,682 126,281,305
22.2.2 Commitments in respect of forward government securities transactions
Purchase 6,843,678 21,760,786
Sale - -
6,843,678 21,760,786
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Un-audited Audited
March 31, December 31,
Note 2020 2019
22.2.3 Commitments in respect of derivatives = == Rupees "000 -------mmmrmmmenn
Purchase - | | -
Sale 9,750,515 9,244,773
9,750,515 9,244,773
22.3 Other contingent liabilities
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) 22.3.1 171,000 171,000
Tax liability of gain on bargain purchase on the acquisition of
ex-RBS Pakistan 2232 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 (December 31, 2019: 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.

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 (December 31, 2019: 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 condensed interim unconsolidated financial statements in respect of this matter.

22.4 There are certain claims against the Bank not acknowledged as debt amounting to Rs 34,711 million
(December 31, 2019: Rs 34,194 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 (December 31, 2019: 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.
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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 condensed interim 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 17,979 million (December 31, 2019: Rs 20,281 million) which are

irrevocable in nature.

23 DERIVATIVE INSTRUMENTS

Cross currency swaps (notional principal)

Interest rate swap (notional principal)

23.1  Product analysis

Un-audited Audited
March 31, December 31,
2020 2019
----------------- Rupees '000 ------------------
9,250,404 8,780,230
500,111 464,543

March 31, 2020 (Un-audited)

Cross currency swaps Interest rate swap

Counterparties
Notional Mark to market Notional Mark to market
principal gain/ loss principal gain / loss
Rupees '000
With banks for
Hedging - - - -
Market making 4,553,284 (722,725) 500,111 7,730
With other entities for
Hedging - - - -
Market making 4,697,120 (638,264) - -
Total
Hedging - - - -
Market making 9,250,404 (1,360,989) 500,111 7,730
December 31, 2019 (Audited)
. Cross currency swaps Interest rate swap
Counterparties
Notional Mark to market Notional Mark to market
principal gain / loss principal gain/ loss
Rupees '000
With banks for
Hedging - - - -
Market making 4,273,153 (569,222) 464,543 (31)
With other entities for
Hedging - - - -
Market making 4,507,077 (371,964) - -
Total
Hedging - - - -
Market making 8,780,230 (941,186) 464,543 (31)
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Un-audited
March 31, March 31,
2020 2019
24 MARK-UP / RETURN / INTEREST EARNED Note e LTI J—
On:
a) loans and advances 10,643,082 8,457,753
b)  investments 6,134,776 3,130,072
c) lendings to financial institutions 22,923 15,842
d) balances with banks 12,374 21,117
e) securities purchased under resale agreements 388,745 580,241
17,201,900 12,205,025
25 MARK-UP / RETURN / INTEREST EXPENSED
Deposits 8,304,230 5,894,981
Securities sold under repurchase agreements 66,669 118,580
Other short term borrowings 10,321 26,882
SBP borrowings 151,209 94,751
Short sale of Pakistan Investment Bonds 49,154 17,272
Bai Muajjal 102,405 -
Musharaka acceptances 409,092 229,504
Lease liability against right-of-use assets 250,624 189,269
Cost of foreign currency swaps against foreign currency deposits / borrowings 1,332,247 689,408
10,675,952 7,260,647
26 FEE AND COMMISSION INCOME
Branch banking customer fees 178,391 139,951
Consumer finance related fees 94,947 80,674
Card related fees (debit and credit cards) 441,642 381,131
Credit related fees 20,393 24,314
Investment banking fees 27,791 50,352
Commission on trade 69,113 68,850
Commission on guarantees 29,349 20,004
Commission on cash management 17,378 9,878
Commission on remittances including home remittances 12,322 8,425
Commission on bancassurance 104,459 91,396
Sales commission on FAML 34,166 4,625
Others 2,827 7,425
1,032,777 887,025
27 GAIN / (LOSS) ON SECURITIES
Realised - net 271 431,976 (40,608)
Unrealised - held for trading - net 40,735 | | (6,841)
472,711 (47,449)
271 Realised gain / (loss) on:
Federal Government securities 226,942 (10,038)
Shares 190,366 (34,430)
Open end mutual funds 14,668 3,860
431,976 (40,608)
28 OTHER INCOME
Rent on property 45,359 44,909
Gain on sale of fixed assets - net 5,386 2,355
Loss on short sale of Pakistan Investment Bonds (PIBs) (88,139) (3,440)
Notice pay 1,689 1,638
Scrap income 505 148
Others 384 255
(34,818) 45,865
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29

30

OPERATING EXPENSES
Total compensation expense

Property expense

Rent and taxes

Insurance

Utilities cost

Security (including guards)

Repair and maintenance (including janitorial charges)

Depreciation on owned fixed assets
Depreciation on non-banking assets
Depreciation on right-of-use assets
Others

Information technology expenses
Software maintenance

Hardware maintenance
Depreciation

Amortisation

Network charges

Others

Other operating expenses
Directors’ fees and allowances

Legal and professional charges
Outsourced services costs - staff
Travelling and conveyance

NIFT clearing charges

Depreciation

Training and development

Postage and courier charges
Communication

Marketing, advertisement and publicity
Donations

Auditors remuneration

Insurance

Stationery and printing

Bank fees and charges

Brokerage and commission

Deposit protection premium

Credit card bonus points redemption
Others

OTHER CHARGES

Penalties imposed by the State Bank of Pakistan
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Un-audited
March 31, March 31,
2020 2019
----------------- Rupees "000 ------===snnznmmen

1,747,363 1,432,373
63,108 36,893
13,493 21,954
148,762 125,365
187,829 162,644
108,982 86,548
125,998 99,528
1,395 3,564
380,806 468,649
18,546 18,086
1,048,919 1,013,231
439,605 338,742
75,837 49,892
87,646 78,093
38,159 29,510
70,159 55,709

2,025 -
713,432 551,946
30,040 12,347
14,228 8,556
83,937 99,611
29,527 26,529
13,840 12,570
100,132 58,658
5,844 3,806
46,202 23,435
25,996 26,153
167,969 82,345
- 69,431
11,835 11,978
173,575 144,965
102,677 62,498
23,878 26,515
20,214 10,537
87,627 73,737
54,284 51,173
128,798 88,727
1,120,601 893,571
4,630,315 3,891,121
107,907 6,177
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31

32

33

331

34

Un-audited
Not March 31, March 31,
ote 2020 2019
----------------- Rupees "000 -----------nnnnnmv
PROVISION / (REVERSAL OF PROVISION) AND RECOVERIES
AGAINST WRITTEN-OFF DEBTS - NET
Provision for diminution in value of investments 1.4 (83,978) (1,353)
Provision / (reversal of provision) against loans and advances 12.3 314,747 (191,003)
Bad debts written off directly 3,017 3,174
Recovery of written off / charged off bad debts (14,437) (23,895)
Provision against off balance sheet obligations 20.1 414 6,773
219,763 (206,304)
TAXATION
Current 1,362,901 1,198,177
Prior years 40,000 298,934
Deferred (36,075) (108,763)
1,366,826 1,388,348
BASIC EARNINGS PER SHARE
Profit after tax for the period 2,080,183 1,608,791
Number of shares
in thousands
Weighted average number of ordinary shares 1,517,697 1,617,697
---------------------- Rupees ----==-smmumemennn
Basic earnings per share 1.37 1.06

Diluted earnings per share has not been presented as the Bank does not have any convertible instruments in
issue at March 31, 2020 and March 31, 2019 which would have any effect on the earnings per share if the
option to convert is exercised.

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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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:

March 31, 2020 (Un-audited)

Level 1 Level 2 Level 3 Total
On-balance sheet financial instruments e RUPEES'000 ---rsmmmmmmmeemmmmmmnnnemmmeeees
Financial assets - measured at fair value
Investments
Federal Government securities - 148,172,124 - 148,172,124
Shares 3,235,884 2,338,922 - 5,574,806
Non-Government debt securities 40,012,595 7,151,306 - 47,163,901
Financial assets - disclosed but not measured at fair value
Investments
Non-Government debt securities - 12,455,432 - 12,455,432
Non-financial assets - measured at fair value
Fixed assets (land and buildings) - - 11,265,990 11,265,990
Non-banking assets acquired in satisfaction of claims - - 2,723,313 2,723,313
Off-balance sheet financial instruments - measured at fair value
Forward purchase of foreign exchange - 82,753,900 - 82,753,900
Forward sale of foreign exchange - 39,396,817 - 39,396,817
Derivatives sales - 9,750,515 - 9,750,515
December 31, 2019 (Audited)
Level 1 Level 2 Level 3 Total
On-balance sheet financial instruments e LT 1) —————
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 - 12,564,225 - 12,564,225
Non-fi ial assets - 1 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 2,725,172
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

40 | First Quarter | March 31, 2020



NOTES TO AND FORMING PART OF THE CONDENSED INTERIM UNCONSOLIDATED FINANCIAL STATEMENTS
FOR THE QUARTER ENDED MARCH 31, 2020

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 period.

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 PKFRV rates.
Fair values of GoP ljarah Sukuk are derived using the PKISRV rates announced by the
ljarah 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|
audited financial statements.

Unlisted ordinary shares

Term Finance Certificates (TFCs)

o Fair values of TFCs and Sukuk certificates are determined using the MUFAP rates.
and Sukuk Certificates

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 frequentl
applied valuation techniques include forward pricing and swap models, using present valug
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|
Fixed assets (land and building)  |policy disclosed in the financial statements of the Bank for the year ended December 31 2019

Non-banking assets acquired in NBAs are valued by professionally qualified valuers as per the accounting policy disclosed in
satisfaction of claims the financial statements of the Bank for the year ended December 31 2019.

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 condensed interim unconsolidated financial
statements.
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35 SEGMENT INFORMATION
351 Segment details with respect to business activities

[ 2020 ]
Retail CIBG Treasury SAM Others Total

Profit and loss for the quarter --- Rupees '000 —

ended March 31, 2020 (Un-audited)
Net mark-up / return / profit (5,399,079) 7,924,035 3,876,175 104,159 20,658 6,525,948
Inter segment revenue - net 9,396,729 (7,199,598) (3,460,486) (70,822) 1,334,177 -
Non mark-up / return / interest income 1,114,105 206,275 767,795 520 (135,050) 1,953,645
Total Income 5,111,755 930,712 1,183,484 33,857 1,219,785 8,479,593
Segment direct expenses 2,975,670 135,404 87,501 26,165 1,588,081 4,812,821
Inter segment expense allocation 1,384,847 145,058 29,967 28,209 (1,588,081) -
Total expenses 4,360,517 280,462 117,468 54,374 - 4,812,821
Provisions 46,459 156,745 (79,147) 82,517 13,189 219,763
Profit before tax 704,779 493,505 1,145,163 (103,034) 1,206,596 3,447,009
Statement of financial position

as at March 31, 2020 (Un-audited)
Cash and bank balances 21,278,411 - 24,868,747 - - 46,147,158
Investments - 19,294,061 195,944,120 3,298,820 1,139,891 219,676,892
- Investment provision - - (781,377) (2,983,926) - (3,765,303)
Net inter segment lending 359,277,022 - - - (359,277,022) -
Lendings to financial institutions - - - - - -
Advances - performing 60,801,389 240,233,157 - - 304,235 301,338,781
Advances - non-performing 4,422,956 1,079,672 - 24,830,950 21,677 30,355,255
- Advances - provisions (4,608,144) (1,139,509) - (18,785,356) (15,782) (24,548,791)
Others 11,695,019 6,696,556 2,976,976 (2,755,360 37,628,419 56,241,610
Total assets 452,866,653 266,163,937 223,008,466 3,605,128 320,198,582 625,445,602
Borrowings 2,541,242 21,702,605 37,086,117 - - 61,329,964
Subordinated debt - - - - - -
Deposits and other accounts 434,947,190 24,753,647 - 117,138 1,162,058 460,980,033
Net inter segment borrowing - 218,888,316 184,537,407 3,426,490 (406,852,213) -
Others 15,378,221 819,369 (1,923,857 61,500 31,560,722 45,895,955
Total liabilities 452,866,653 266,163,937 219,699,667 3,605,128 (374,129,433) 568,205,952
Equity - - 3,308,799 - 53,930,851 57,239,650
Total equity and liabilities 452,866,653 266,163,937 223,008,466 605,128 (320,198,582] 625,445,602
Conti ies and i 11,031,891 51,207,749 - 1,226,708 - 63,466,348

[ 2019 |
Retail CIBG Treasury SAM Others Total

Profit and loss for the quarter --- Rupees '000 -

ended March 31, 2019 (Un-audited)
Net mark-up / return / profit (3,510,422) 6,489,689 1,899,375 35,402 30,334 4,944,378
Inter segment revenue - net 6,495,194 (5,826,292) (1,308,494) (36,725) 676,317 -
Non mark-up / return / interest income 930,854 167,622 774,656 520 (67,329) 1,806,323
Total Income 3,915,626 831,019 1,365,537 (803) 639,322 6,750,701
Segment direct expenses 2,603,544 111,402 79,476 31,955 1,133,489 3,959,866
Inter segment expense allocation 943,573 121,246 30,320 23,633 (1,118,772) -
Total expenses 3,547,117 232,648 109,796 55,588 14,717 3,959,866
Provisions (4,106) 108,604 (4,909) (317,185) 11,292 (206,304)
Profit before tax 372,615 489,767 1,260,650 260,794 613,313 2,997,139
Statement of financial position

as at December 31, 2019 (audited)
Cash and bank balances 22,325,104 - 40,878,883 - - 63,203,987
Investments - 19,616,432 184,463,090 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 62,582,195 237,193,175 - - 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) 574,588,784
Equity - - 3,383916 - 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
Conti ies and i 8,944,978 44,725,691 - 1,204,950 - 54,875,619
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Un-audited Audited
March 31, December 31,
2020 2019
----------------- Rupees '000 -----=-====mn=mnnn
37 CAPITAL ADEQUACY, LEVERAGE RATIO & LIQUIDITY REQUIREMENTS
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 45,210,061 43,235,482
Eligible additional tier 1 (ADT 1) capital - -
Total eligible tier 1 capital 45,210,061 43,235,482
Eligible tier 2 capital 9,972,456 10,070,358
Total eligible capital (tier 1 + tier 2) 55,182,517 53,305,840
Risk weighted assets (RWAs):
Credit risk 224,846,515 216,126,150
Market risk 18,908,660 18,811,120
Operational risk 43,725,881 43,523,481
Total 287,481,056 278,460,751
Common equity tier 1 capital adequacy ratio 15.73% 15.53%
Tier 1 Capital adequacy ratio 15.73% 15.53%
Total Capital adequacy ratio 19.20% 19.14%
Leverage ratio (LR):
Eligible tier-1 capital 45,210,061 43,235,482
Total exposures 726,192,064 738,294,782
Leverage ratio (%) 6.23% 5.86%
Liquidity coverage ratio (LCR):
Total high quality liquid assets 224,496,868 174,038,704
Total net cash outflow 119,007,781 122,919,223
Liquidity coverage ratio (Ratio) 1.886 1.416
Net stable funding ratio (NSFR):
Total available stable funding 411,011,299 406,300,952
Total required stable funding 285,926,422 299,630,986
Net stable funding ratio (%) 143.75% 135.60%

38 ISLAMIC BANKING BUSINESS
The Bank is operating 413 Islamic banking branches (December 31, 2019: 413) and 1 Islamic sub-branch

(December 31, 2019: 1). The statement of financial position and profit and loss account of these branches for
the period ended March 31, 2020 are as follows:
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Un-audited Audited
March 31, December 31,
Statement of financial position as at December 31, 2019 Note 2020 2019
----------------- Rupees ‘000 -----===mn=mmmmmnm
ASSETS
Cash and balances with treasury banks 13,863,588 13,320,776
Balances with other banks 282,406 432,379
Investments 38.1 31,536,694 31,443,777
Islamic financing and related assets - net 38.2 126,406,563 115,537,150
Fixed assets 8,836,362 8,798,322
Intangible assets 79,288 84,501
Other assets 7,759,513 10,256,104
LIABILITIES 188,764,414 179,873,009
Bills payable 2,077,227 2,029,226
Due to financial institutions 23,395,659 26,721,776
Deposits and other accounts 38.3 126,882,474 119,214,500
Due to head office 11,727,624 8,333,416
Other liabilities 11,217,430 10,965,857
175,300,414 167,264,775
NET ASSETS 13,464,000 12,608,234
REPRESENTED BY
Islamic banking fund 9,180,000 9,180,000
Reserves - -
Surplus on revaluation of assets - net of tax 750,742 633,831
Unappropriated profit 38.7 3,533,258 2,794,403
13,464,000 12,608,234
CONTINGENCIES AND COMMITMENTS 38.4
Un-audited
March 31, March 31,
2020 2019
Profit and loss account e Rupees '000 -------==-==n=unn=
Profit / return earned 38.5 5,147,552 2,945,532
Profit / return expensed 38.6 2,836,866 1,826,070
Net profit / return 2,310,686 1,119,462
Other income
Fee and commission income 245,879 127,386
Dividend income - -
Foreign exchange income 12,785 30,150
Income / (loss) from derivatives - -
Loss on securities - -
Other income 2,630 696
Total other income 261,294 168,232
Total income 2,571,980 1,277,694
Other expenses
Operating expenses 1,371,342 947,335
Workers welfare fund - -
Other charges 7 -
Total other expenses 1,371,349 947,335
Profit before provisions 1,200,631 330,359
Provisions and write offs - net (10,607) 27,411
Profit before taxation 1,211,238 302,948
Taxation 472,383 106,032
Profit after taxation 738,855 196,916
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM UNCONSOLIDATED FINANCIAL STATEMENTS
FOR THE QUARTER ENDED MARCH 31, 2020

38.1

38.2

Un-audited Audited
1 4 . by March 31, 2020 December 31, 2019
Cost/ Provision N Cost/ Provision N
segments: amortised for Surplus / Carrying amortised for Surplus / Carrying
L (deficit) value Lo (deficit) value
cost diminution| cost
Federal Government Rupees '000
securities:
- [jarah Sukuks 6,000,000 6,000,000 6,000,000 - (60,000)f 5,940,000
- Other Federal
Government securities | 1,597,048 1,597,048 1,597,048 - - 1,597,048
7,597,048 7,597,048 7,597,048 - (60,000) 7,537,048
Non Government
Debt securities:
- Unlisted 23,215,206 724,440 23,939,646 23,258,691 - 648,038 23,906,729
Total investments 30,812,254 724,440 31,536,694 30,855,739 - 588,038 31,443,777
Un-audited Audited
March 31, December 31,
2020 2019
Islamic financing and related assets 00 seeeeeceeeeeeeee Rupees '000 ---------nnnnnmeee
ljarah - -
Murabaha 2,459,325 2,221,977
Musharaka 7,164 7,164
Diminishing Musharaka 75,315,149 68,640,076
Salam - -
Istisna 1,597,484 1,245,270
Musawamah 5,375 409
Running Musharaka 18,552,584 17,241,885
Fixed assets ljarah financing - net 78,507 87,735
Musharaka - Islamic export refinance scheme 9,517,560 7,137,560
Advance against Murabaha financing 365,041 1,599,406
Advanced against Diminishing Musharaka 6,861,536 10,539,406
Advance against ljarah 2,062,305 2,062,305
Advance against Istisna 6,881,018 3,787,505
Advance against Islamic export refinance - LTF 1,506,565 790,884
Inventory related to Islamic financing 1,725,896 715,120
Gross Islamic financing and related assets 126,935,509 116,076,702
Less: provision against Islamic financings
- specific (394,269) | (413,156) ‘
- general | (134,677) l (126,396)
(528,946) (539,552)
Islamic financing and related assets - net of provision 126,406,563 115,637,150
Un-audited Audited
Deposits March 31, 2020 December 31, 2019
In local In forei.gn Total In local In foreig.;n Total
currency currencies currency currencies
Rupees'000
Customers
Current deposits 49,141,568 3,412,074 52,553,642 52,057,424 2,880,515 54,937,939
Savings deposits 36,269,489 1,034,497 37,303,986 27,174,303 845,567 28,019,870
Term deposits 25,686,002 500,431 26,186,433 20,396,083 360,828 20,756,911
111,097,059 4,947,002 116,044,061 99,627,810 4,086,910 103,714,720
Financial institutions
Current deposits 89,572 8,057 97,629 62,592 7,661 70,253
Savings deposits 9,356,734 - 9,356,734 | 11,985,727 - 11,985,727
Term deposits 1,384,050 - 1,384,050 3,443,800 - 3,443,800
10,830,356 8,057 10,838,413 15492119 7,661 15,499,780
121,927,415 _ 4,955,059 126,882,474 115,119,929 4,094,571 119,214,500
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM UNCONSOLIDATED FINANCIAL STATEMENTS
FOR THE QUARTER ENDED MARCH 31, 2020

Un-audited Audited
March 31, December 31,
2020 2019
38.4 CONTINGENCIES AND COMMITMENTS = =seceeeeccceeee Rupees '000 ---------nnnnnnee
Guarantees 6,113,059 5,104,218
Commitments 20,114,860 14,245,313
26,227,919 19,349,531
Un-audited
March 31, March 31,

38.5 Profit/ return earned of financing, investments and placement

Profit earned on:

Financing 4,168,983 2,198,567
Investments 978,569 746,965
5,147,552 2,945,532

38.6 Profit on deposits and other dues expensed

Deposits and other accounts 1,783,030 826,674
Other short term borrowings 875,722 999,396
Lease liability against right-of-use assets 178,114 -
2,836,866 1,826,070
Un-audited Audited
March 31, December 31,
2020 2019
38.7 Islamic Banking Business Unappropriated Profit =~ =seeccccceeeeeee Rupees '000 ----=====snnzenuan
Opening balance 2,794,403 2,231,877
Add: Islamic Banking profit for the period / year 1,211,238 922,174

Less: taxation (472,383) (359,648)
Less: reserves - -
Remitted to Head Office - -
Closing balance 3,533,258 2,794,403

39 GENERAL
Comparative information has been re-classified, re-arranged or additionally incorporated in these condensed
interim unconsolidated financial statements, wherever necessary, to facilitate comparison and to conform with
changes in presentation in the current period.

40 DATE OF AUTHORISATION FOR ISSUE

These condensed interim unconsolidated financial statements were authorised for issue on May 13, 2020 by
the Board of Directors of the Bank.

PRESIDENT & CEO CHIEF FINANCIAL OFFICER CHAIRMAN DIRECTOR DIRECTOR
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DIRECTORS’ REVIEW

On behalf of the Board of Directors, we are pleased to present the Directors’ Report of
Faysal Bank Limited - Group along with unaudited condensed interim consolidated
financial statements for the quarter ended March 31, 2020.

Group Profile

Faysal Bank Ltd. (FBL) has 99.9% shareholding in Faysal Asset Management Limited
(FAML). FAML is an unlisted public limited company registered as a Non-Banking Finance
Company (NBFC), licensed to carry out asset management and investment advisory
services under the Non-Banking Finance Companies (Establishment & Regulations)
Rules, 2003 and the Non-Banking Finance Companies and Notified Entities Regulations,
2008.

FBL Group structure is as follows:

Holding Company :  Faysal Bank Limited

Subsidiary . Faysal Asset Management Limited
Financial Highlights

Rs. in million

Key Balance Sheet Numbers March ‘20 December ‘19 Growth %
Investment 215,412 203,594 5.8%
Financing 307,145 309,573 (0.8%)
Total Assets 625,487 629,861 (0.7%)
Deposits 460,980 457,785 0.7%
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DIRECTORS’ REVIEW

Rs. in million

Profit & Loss Account March ‘20 March ‘19 Growth %
Total Revenue 8,489 6,768 25.4%
Non-Markup Expenses 4,845 3,983 21.6%
Profit before tax and provisions 3,643 2,785 30.8%
Net Provisions 220 (206) (206.5%)
Profit before tax 3,424 2,991 14.5%
Tax 1,369 1,391 (1.6%)
Profit after tax 2,055 1,601 28.4%
Earnings per share (Rupees) 1.35 1.05

Faysal Bank Ltd.’s consolidated profit for the quarter ended March 31, 20 was PKR 2,055
million i.e. 28.4% higher than corresponding previous period, resulting in EPS of PKR
1.35.

The changes brought about post acquisition of control over FAML have started to yield
targeted results. During the quarter FAML's Assets Under Management (AUMs) have
grown by 32.2% to Rs. 20.9 billion. One of the reasons for growth in AUMs is that Faysal
Bank is effectively leveraging its branch network to generate Faysal Funds sales in
targeted customer segments.

Towards the end of March '20 Faysal Bank invested an additional amount of Rs. 500
million in FAML after obtaining necessary regulatory approvals. This investment is a
testament of the Bank commitment towards FAML and will assist the subsidiary in
achieving envisioned potential.
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DIRECTORS’ REVIEW

FAML incurred loss after tax of Rs. 25.6 million during the quarter ended March 31, 20
which was significantly higher than loss of Rs. 10.9 million for the corresponding period
previous year due to recognition of mark to market loss on investments as at quarter end
resulting from sharp decline in equity market. The other reason for increase in loss is
higher administrative expenses incurred during the current period.

Credit Rating

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

Long-Term  AA
Short-Term A1+

Stable outlook has been assigned to the ratings by both the rating agencies.

During the quarter, in view of the much-improved performance of FAML, VIS upgraded
Asset Management rating from AM3+ to AM2. The rating signifies asset manager
exhibiting very good management characteristics. ‘Stable’ outlook has been assigned to
the rating.

Holding Company

Ithmaar 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 Faysal Bank Ltd. 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 Ithmaar Holding B.S.C. and is the ultimate parent of the Group. 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.
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DIRECTORS’ REVIEW

Subsequent Events

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

Acknowledgement

On behalf of the Board & Management of the Group, 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 Group 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 May 13, 2020 and signed by the Chief
Executive Officer and a director.

President & CEO Chairman / Director

Karachi
Dated: May 13, 2020
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CONDENSED INTERIM CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT MARCH 31, 2020

Un-audited Audited
March 31, December 31,
Note 2020 2019
----------------- Rupees '000 -----===mn=mmmmmnm
ASSETS
Cash and balances with treasury banks 10 44,532,328 60,368,426
Balances with other banks 11 1,614,970 2,835,650
Lendings to financial institutions - -
Investments 12 215,411,531 203,594,303
Advances 13 307,145,245 309,573,002
Fixed assets 14 24,292,307 24,241,544
Intangible assets 15 1,779,491 1,840,624
Deferred tax assets 20 - -
Other assets 16 30,711,185 27,406,984
625,487,057 629,860,533
LIABILITIES
Bills payable 17 7,418,845 8,356,460
Borrowings 18 61,329,964 72,746,795
Deposits and other accounts 19 460,979,599 457,785,183
Liabilities against assets subject to finance lease - -
Subordinated debt - -
Deferred tax liabilities 20 2,712,633 2,816,798
Other liabilities 21 35,890,407 32,949,870
568,331,448 574,655,106
NET ASSETS 57,155,609 55,205,427
REPRESENTED BY
Share capital 15,176,965 15,176,965
Reserves 9,801,668 9,830,958
Surplus on revaluation of assets - net 22 10,653,844 10,748,080
Unappropriated profit 21,523,124 19,449,413
Total equity attributable to the equity holders of the parent 57,155,601 55,205,416
Non-controlling interest 8 11
57,155,609 55,205,427
CONTINGENCIES AND COMMITMENTS 23

The annexed notes 1 to 41 form an integral part of these condensed interim consolidated financial statements.

PRESIDENT & CEO CHIEF FINANCIAL OFFICER CHAIRMAN DIRECTOR DIRECTOR
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CONDENSED INTERIM CONSOLIDATED PROFIT AND LOSS ACCOUNT (UN-AUDITED)
FOR THE QUARTER ENDED MARCH 31, 2020

Quarter ended

March 31, March 31,
Note 2020 2019
----------------- Rupees ‘000 -----=-====mn=mnnn

Mark-up / return / interest earned 25 17,201,942 12,205,030
Mark-up / return / interest expensed 26 10,675,280 7,257,897
Net mark-up / interest income 6,526,662 4,947,133
NON MARK-UP / INTEREST INCOME
Fee and commission income 27 1,060,319 910,286
Dividend income 60,342 75,148
Foreign exchange income 332,211 792,462
Income from derivatives 90,535 53,272
Gain / (loss) on securities 28 471,446 (44,124)
Other income 29 (52,927) 33,799
Total non-markup / interest income 1,961,926 1,820,843
Total income 8,488,588 6,767,976
NON MARK-UP / INTEREST EXPENSES
Operating expenses 30 4,662,651 3,913,938
Workers welfare fund 74,599 63,081
Other charges 31 107,907 6,177
Total non-markup / interest expenses 4,845,157 3,983,196
Profit before provisions 3,643,431 2,784,780
Provision / (reversal of provision) and recoveries against written-off debts - net 32 219,763 (206,304)
Extra ordinary / unusual items - -
PROFIT BEFORE TAXATION 3,423,668 2,991,084
Taxation 33 1,369,077 1,390,568
PROFIT AFTER TAXATION 2,054,591 1,600,516
Attributable to:
Equity holders of the parent 2,054,594 1,600,516
Non-controlling interest (3) -

2,054,591 1,600,516

Rupees

Basic / diluted earnings per share 34 1.35 1.05

The annexed notes 1 to 41 form an integral part of these condensed interim consolidated financial statements.

PRESIDENT & CEO CHIEF FINANCIAL OFFICER CHAIRMAN DIRECTOR DIRECTOR
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CONDENSED INTERIM CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME (UN-AUDITED)

FOR THE QUARTER ENDED MARCH 31, 2020

Quarter ended
March 31, March 31,
2020 2019
----------------- Rupees '000 -----====snnzunaan
Profit after taxation for the period 2,054,591 1,600,516
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 (75,116) 229,708
Total comprehensive income 1,979,475 1,830,224
Attributable to:

Equity holders of the parent 1,979,478 1,830,224
Non-controlling interest (3) -
1,979,475 1,830,224

The annexed notes 1 to 41 form an integral part of these condensed interim consolidated financial statements.

PRESIDENT & CEO CHIEF FINANCIAL OFFICER CHAIRMAN DIRECTOR
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CONDENSED INTERIM CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE QUARTER ENDED MARCH 31, 2020

Reserves Surplus / (deficit)
Capital on revaluation of
Non-distri-
butable .
Share | Reserve capital | Reserve Fixed Una‘ppro- ND"I.
» - Statutory assets / priated | controlling |  Total
capital | forlssue | Share | reserve | arisingon Total | Invest- " .
. reserve non- Total profit | interest
of bonus | premium | (NCR)- | amal- ments bankin
shares gainon | gamation 9
) assets
bargain
purchase
Rupees '00
Balance as at January 1, 2019 (audited) 15,176,965 - 10131 632006 23952 8112819 8778908 (435946) 5529613 5,093,667 14425209 16 43474765
Profit after taxation for the quarter ended
March 31,2019 - - - - - - - - - - 1,600,516 - 1600516
Other comprehensive loss - net of tax - - - - - - - 209,708 - 229,708 - - 229,708
Total comprehensive income: - - - - - - - 229,708 - 229,708 1,600,516 - 1830224
Transfer from surplus on revaluation of fixed
assets to unappropriated profit - net of tax - - - - - - - - (20804)  (20804) 20804
Amortisation of intangible assets - customer
relationship - net of tax - - - (68,186) - - (68,186) - - - - - (68,186)
Balance as at March 31, 2019 (un-audited) 16,176,965 - 10131 563820 23952 8112819 8710722 (206238) 5508809 5,302,571 16,046,529 16 45,236,803
Profit after taxation for the period from
April 1, 2019 to December 31, 2019 - - - - - - - - - - 4403530 (5) 4403525
Other comprehensive income - net of tax - - - - - - - 3590153 2,004,847 5595000 57989 - 5652989
Total comprehensive income - - - - - - - 3590153 2,004,847 5595000 4461519 (5) 10,056,514
Transfer to statutory reserve - - - - - 1208126 1,208,126 - - - (1,208,126)
Transfer from surplus on revaluation of fixed
assets to unappropriated proft - net of tax - - - - - - - - (55,669)  (55,669) 55,669
Transfer from surplus on revaluation of
non-banking assets - net of tax - - - - - - - - (93822) (93822) 93822
Amortisation of intangible assets - customer
relationship - net of tax - - - (87,890) - - (87,890) - - - - - (87,890)
Balance as at December 31, 2019 (audited) 15,176,965 - 10131 475930 23952 9320945 9,830,958 3383915 7,364,165 10,748,080 19449413 1155205427
Proft after taxation for the quarter
ended March 31, 2020 - - - - - - - - - - 2,054591 (3) 2,054,591
Qther comprehensive income - net of tax - - - - - . - (75,16) . (75,116) - . (75,116)
Total comprehensive income: - - . - - . - (75,116) . (75,116) 2,054,591 (3) 1979475
Transfer to statutory reserve
Transfer from surplus on revaluation of fixed
assets to unappropriated profit - net of tax - - . - - . - - (191200 (19420) 19,120
Transfer from surplus on revaluation of
non-banking assets - net of tax
Amortisation of intangible assets - customer
relationship - net of tax - - - (29,290 - - (29,290 - - - - - (29,290)
Balance as at March 31, 2020 (Un-audited) 15,176,965 - 10,131 446,640 23,952 9,320,945 9,801,668 3,308,799 7,345,045 10,653,844 21,523,124 8 57,155,612
The annexed notes 110 41 form an integral part of these condensed interim consolidated financial statements.
PRESIDENT & CEO CHIEF FINANCIAL OFFICER CHAIRMAN DIRECTOR DIRECTOR
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CONDENSED INTERIM CONSOLIDATED CASH FLOW STATEMENT (UN-AUDITED)

FOR THE QUARTER ENDED MARCH 31, 2020

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
Reversal of provision for diminution in value of investments - net
(Reversal of other provision) / other provision - net
Provision against off balance sheet obligations
(Gain) / loss on securities unrealised - held for trading - net
Gain on sale of fixed assets - net
Income from derivative contracts - net
Mark-up / return / interest expensed - lease liability against
right-of-use assets
Bad debts written off directly / (recovery of written off bad debts)

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

(Decrease) / increase 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 / (used in) operating activities

CASH FLOW FROM INVESTING ACTIVITIES

Net (investment) / divestment in available for sale securities
Net divestment 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 (used in) / generated from investing activities

CASH FLOW FROM FINANCING ACTIVITIES

Payment of lease liability against right-of-use assets

Dividend paid

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

Decrease in cash and cash equivalents during the period
Cash and cash equivalents at the beginning of the period
Cash and cash equivalents at the end of the period

March 31, March 31,
2020 2019
----------------- Rupees '000 ---------nnnnnneee
3,423,668 2,991,084
(60,342) (75,148)
3,363,326 2,915,936
314,188 236,279
38,159 29,510
380,806 468,649
1,395 3,564
74,599 63,081
314,747 (191,003)
(83,978) (1,353)
414 6,773
(37,471) 3,516
(5,654) (2,355)
(90,535) (53,272)
250,592 189,269
| 3017 | (20,721)
1,160,279 731,937
4,523,605 3,647,873
- (30,657,408)
4,304,087 25,233,862
2,109,993 (1,192,940)
(4,185,217) 2,047,408
2,228,863 (4,569,078)
(937,615) (14,872,777)
(11,214,472) (58,000,540)
3,194,416 12,733,101
2,991,869 3,847,129
(5,965,802) (56,293,081)
(519,131) (727,419)
267,535 (57,941,705)
(16,236,458) 63,247,090
113,450 249,072
19,025 1,122
(554,458) (7,148,494)
(25,052) (32,854)
(50,479) 2,951
(16,733,972) 56,318,687
(387,968) B
(14) 1,561
(387,982) 1,561
(16,854,419) (1.621.257)
62,765,354 44,879,962
45,910,935 43,258,705

The annexed notes 1 to 41 form an integral part of these condensed interim consolidated financial statements.

PRESIDENT & CEO CHIEF FINANCIAL OFFICER
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE QUARTER ENDED MARCH 31, 2020

11

21

STATUS AND NATURE OF BUSINESS

The "Group" consists of:

(i) Faysal Bank Limited - Holding Company

(i) Faysal Asset Management Limited - Subsidiary Company
Holding Company - Faysal Bank Limited

Faysal Bank Limited (the Bank or the Holding Company) 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 lIslamic Corporate, Commercial and Consumer banking activities. The Bank has a network of 555
branches (December 31, 2019: 555); including 413 Islamic banking branches (December 31, 2019: 413) and
1 Islamic sub-branch (December 31, 2019: 1) in Pakistan.

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

Ithmaar 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% (December 31, 2019: 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.

Percentage of holding

March 31, December 31,
2020 2019
Faysal Asset Management Limited - Subsidiary 99.99% 99.99%

The Pakistan Credit Rating Agency Limited (PACRA) and VIS Credit Rating Company Limited, have
determined the Bank's long-term rating as 'AA’ and the short term rating as 'A1+".

Subsidiary Company - Faysal Asset Management Limited

Faysal Asset Management Limited (the Subsidiary Company) was incorporated in Pakistan under the
provisions of the Companies Act, 2017 (previously Companies Ordinance, 1984) on August 6, 2003 as an
unlisted public limited company. The Subsidiary Company commenced its operations on November 14, 2003.
The registered office of the Subsidiary Company is located at 7th Floor, West Wing, Faysal House, ST-02,
Shahra-e-Faisal, Karachi.

The Subsidiary Company is a Non-Banking Finance Company (NBFC), licensed to carry out asset
management and investment advisory services under the Non-Banking Finance Companies (Establishment
and Regulation) Rules, 2003 and the Non-Banking Finance Companies and Notified Entities Regulations, 2008
(NBFC Regulations).

BASIS OF PRESENTATION

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 condensed interim consolidated financial
statements as such but are restricted to the amount of facility actually utilised and the appropriate portion of
mark-up thereon.
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2.2

4.1

4.2

4.3

4.4

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 Holding Company are disclosed in note 39 to these condensed
interim consolidated financial statements.

BASIS OF CONSOLIDATION

These condensed interim consolidated financial statements represent financial statements of Holding
Company - Faysal Bank Limited and its Subsidiary Company. The assets and liabilities of Subsidiary Company
have been consolidated on a line-by-line basis and the investment held by the holding company is eliminated
against the corresponding share capital of subsidiary in these condensed interim consolidated financial
statements. Material intra-group balances and transactions are eliminated.

STATEMENT OF COMPLIANCE

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

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

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

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

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

Whenever the requirements of the Banking Companies Ordinance, 1962, the Companies Act, 2017 or the
directives 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.

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 Holding
Company 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 period ended March 31, 2020,
the Group has adjusted amortisation of intangible assets amounting to Rs. 29.290 million (net of tax) from the
NCR.

These condensed interim consolidated financial statements do not include all the information and disclosures
required in the audited annual consolidated financial statements, and are limited based on the format
prescribed by the State Bank of Pakistan through BPRD Circular Letter No. 05 dated March 22, 2019 and IAS
34, and should be read in conjunction with the audited annual consolidated financial statements for the
financial year ended December 31, 2019.

Standards, interpretations of and amendments to the published accounting and reporting standards
that are effective in the current year:
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4.41

4.5

4.5.1

4.5.2

There are certain other new and amended standards, interpretations and amendments that are mandatory for
the Group’s accounting periods beginning on or after January 1, 2020 but are considered not to be relevant or
do not have any significant effect on the Group’s operations and are therefore not detailed in these condensed
interim consolidated financial statements.

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

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 Group which are exposed to credit risk.

There are certain other new and amended standards, interpretations and amendments that are mandatory for
the Group’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 Group's operations and are therefore not detailed in these
condensed interim consolidated financial statements.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies applied in the preparation of these condensed interim consolidated financial
statements are the same as applied in the preparation of the annual consolidated financial statements of the
Holding Company for the year ended December 31, 2019.

BASIS OF MEASUREMENT

These condensed interim consolidated 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.

FUNCTIONAL AND PRESENTATION CURRENCY

Items included in these condensed interim consolidated financial statements are measured using the currency
of the primary economic environment in which the Group operates. These condensed interim consolidated
financial statements are presented in Pakistani Rupees, which is the Group’s functional and presentation
currency.

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS
The basis for accounting estimates adopted in the preparation of these condensed interim consolidated

financial statements is the same as that applied in the preparation of the consolidated financial statements of
the Holding Company for the year ended December 31, 2019.
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9.1

9.2

FINANCIAL RISK MANAGEMENT

The financial risk management objectives and policies adopted by the Group are consistent with those
disclosed in the consolidated financial statements for the year ended December 31, 2019. The following
additional considerations have been taken in account in the Group’s risk management policies due to the
COVID - 19.

The COVID - 19 and the measures to reduce its spread has impacted the economy of Pakistan significantly.
Regulators and governments across the globe have introduced fiscal and economic stimulus measures to
mitigate its impact. The State Bank of Pakistan (SBP) has responded to the crisis by cutting the policy rate by
425 basis points to 9 percent and by introducing regulatory measures to maintain banking system soundness
and to sustain economic activity. These include;

- reducing the capital conservation buffer by 100 basis points to 1.5 percent;

- increasing the regulatory limit on extension of credit to SMEs by 44 percent to Rs 180 million;
- relaxing the debt burden ratio for consumer loans from 50 percent to 60 percent;

- allowing banks to defer clients’ payment of principal on loan obligations by one year; and

- relaxing regulatory criteria for restructured/rescheduled loans for borrowers who require relief beyond
the extension of principal repayment for one year.

COVID 19 has impacted the banks in Pakistan from various facets which includes increase in overall credit risk
pertaining to loans and advances portfolio in certain sectors, reduced fee income due to slowdown in
economic activity, operational issues such as operations of branches, managing cyber security threat and
managing investment banking activities including arrangement of syndicate loans, debt and capital advisory
services etc. Major aspects of COVID 19 on the Holding Company’s risk management policies are given
below:

Assets quality and credit risk

The Risk department of the Holding Company is regularly conducting assessments to identify borrowers
operating in various sectors which are most likely to get affected. The Holding Company has further
strengthened its credit review procedures in the light of COVID 19 and has conducted a Rapid Portfolio
Review as at March 31, 2020.

Operations

The Holding Company is closely monitoring the situation and has invoked required actions to ensure safety
and security of Holding Company staff and an uninterrupted service to our customers. The senior
management of the Holding Company is continuously monitoring the situation and is taking timely decisions to
resolve any concerns. Business Continuity Plans (BCP) for respective areas are in place and tested. The
Holding Company has significantly enhanced monitoring for all cyber security risk during these times from its
information security protocols, remote work capabilities were enabled for all critical staff and related risk and
control measures have been ensured.
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9.3

10

1"

Capital adequacy ratio

Under the current scenario, the banks are under pressure to extend further credit to its borrowers, while overall
deteriorating credit risk and increased NPL may also put additional pressures on the Holding Company from
Capital Adequacy Ratio perspective. The SBP has relaxed the Capital Conversion Buffer (CCB) requirements
for the banks to 1.5%, resulting in an overall CAR requirement of 11.5%. The reduced CCB has also provided
an additional limit to the Holding Company for its tier 2 capital. Further the regulatory limit for retail loans has
also increased by SBP to 180 million, which will now result in reduced Risk Weighted Assets for some of its
loans. In addition to the measures by SBP, the senior management of the Holding Company is continuously
monitoring the impacts of various decisions of its CAR and taking further lending decisions based on the
overall impacts on RWA. The Holding Company also believes that it has sufficient buffer in its CAR requirement
to meet any adverse movements in credit, market or operational risks.

Un-audited Audited
March 31, December 31,
2020 2019
CASH AND BALANCES WITH TREASURY BANKS ~ ==—==memeeeeee Rupees 000 ----------nnuunnov
In hand
- Local currency 16,456,213 10,322,399
- Foreign currency 3,710,075 3,601,723
20,166,288 13,924,122
With State Bank of Pakistan in
- Local currency current account 16,139,107 32,960,190
- Foreign currency current account 1,966,270 1,873,656
- Foreign currency deposit account 5,555,274 5,325,652
23,660,651 40,159,498
With National Bank of Pakistan in
- Local currency current account 691,716 5,574,470
Prize bonds 13,673 710,336
44,532,328 60,368,426
BALANCES WITH OTHER BANKS
In Pakistan
- In current account 470,271 1,426,987
- In saving account 67 68
470,338 1,427,055
Outside Pakistan
- In current account 762,881 1,352,850
- In deposit account 381,751 55,745
1,144,632 1,408,595
1,614,970 2,835,650
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Un-audited Audited
12 INVESTMENTS Note March 31, 2020 December 31, 2019
Cost/ ||Provision . Cost/ ||Provision .
. y Surplus /|| Carrying y Surplus / Carrying
124 Investments by type: ams:s'fed for 1 eficit) || value am::s'fed dimif:;“or (deficit) || vaiue
Rupees '000
Held-for-trading securities
Federal Government securities 26,202,921 - 37905( 26,240,826 31,73816 - 1,002 31,074,818
Shares 731,152 1,467 732,619 164,344 900 165,244
26,934,073 - 39372 26973445 31,238,160 - 1,902 31,240,062

Available-for-sale securities
Federal Government securities 123 | 120,656,728 - 1,181,786 | 121,838,514 104,109,013 - 115,329 104,224,342
Shares 8,020,837| 1,666,749| (779,283) 5,574,805 8,322,582|| 1,745,897 878,857 7455542
Non Government debt securities 42,701,931 559,787 5021,758)| 47,163902| 42711443 559,787 4553216 46,704,872
171,379,496 2,226,536 5424261 174,577,221 155143038 2,305,684 5,547,402 158,384,756

Held-to-maturity securities

Federal Government securities 122 1,597,048 - - 1,597,048 1,597,048 - - 1,597,048
Non Government debt securities 125 13,802,584 )| 1,538,767 - 12,263817)| 13,916,034 1,543,597 - 12312431
15,399,632 1,538,767 . 13,860,865 15513082 1,543,507 - 13,969,485
Total Investments 213713201 3765303 5463633 215411531 2010894280 3,849,281 5,549,304 203,594,303
Un-audited Audited
March 31, December 31,
2020 2019
----------------- Rupees '000 -----====snnzumuan
12.2 Bai Muajjal - gross 2,212,625 2,212,625
Less: deferred income (349,351) (400,462)
Less: profit receivable shown in other assets (266,226) (215,115)
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
(December 31, 2019: 12.84%) maturing in December, 2021.

Un-audited Audited
March 31, December 31,
2020 2019
12.3 Investments given as collateral e Rupees '000 ------=snnmmmmmean
- Market treasury bills 6,846,983 21,747,989
12.4 Provision for diminution in value of investments
12.4.1 Opening balance 3,849,281 3,541,667
Charge / (reversals)
Charge for the period / year 260,598 366,100
Reversals on disposals (344,576) (58,486)
(83,978) 307,614
Closing Balance 3,765,303 3,849,281

12.4.2 As at March 31, 2020, the bank had an impairment of Rs 1,042.395 million under the significant criteria
pertaining to the equity portfolio of the Holding Company. The Holding Company has opted to record
impairment of Rs 260.599 million only in these condensed interim consolidated financial statements, and has
deferred the recognition of impairment amounting to Rs 781.796 million to the subsequent periods as allowed
by the SBP vide BPRD circular letter No. 13 dated March 26, 2020.
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Un-audited Audited
12.4.3 Particulars of provision against March 31, 2020 December 31, 2019
debt securities Non- Non-
performing Provision performing Provision
Category of classification investments investments
Rupees '000

Domestic

- Loss 2,098,554 2,098,554 2,103,384 2,103,384

12.5

13

131

13.2

The market value of securities classified as held-to-maturity as at March 31, 2020 amounted to Rs. 12,455.432
million (December 31, 2019: Rs. 12,564.225 million).

ADVANCES Performing Non performing Total
Un-audited Audited Un-audited Audited Un-audited Audited
March 31, ||December 31,{| March 31, ||December 31,|| March 31, || December 31,
2020 2019 2020 2019 2020 2019
Rupees '000

Loans, cash credits, running finances, etc. 166,577,027 182,560,477 28,764,090 28,777,157 195,341,117 211,337,634

Islamic financing and related assets 125,914,098 114,980,031 1,021,411 1,096,671 126,935,509 116,076,702
Bills discounted and purchased 8,847,656 5,860,886 569,754 535,455 9,417,410 6,396,341
Advances - gross 301,338,781 303,401,394 30,355,255 30,409,283 331,694,036 333,810,677

Provision against advances

- specific . - (23,790,446)(|  (23,475,724) (23,790,446) (23,475,724)
- general (758,345) (761,951) - - (758,345) (761,951)
(758,345) (761951)  (23,790,446)  (23,475,724) (24,548,791) (24,237 ,675)
Advances - net of provision 300,580,436 302,639,443 6,564,809 6,933,559 307,145,245 309,573,002
Un-audited Audited
March 31, December 31,
2020 2019
Particulars of advances (gross) -- Rupees '000 ----
- in local currency 327,948,846 331,186,964
- in foreign currencies 3,745,190 2,623,713
331,694,036 333,810,677

Advances include Rs. 30,355 million (December 31, 2019: Rs. 30,409 million) which have been placed under
non-performing status as detailed below:-

Un-audited Audited
March 31, 2020 December 31, 2019
e Non- Non-
Category of classification performing || Provision performing Provision
loans loans
Rupees '000
Domestic

- other assets especially mentioned 1,376,602 - 1,483,618 10
- substandard 1,531,882 237,694 1,528,058 262,576
- doubtful 4,314,127 1,340,221 4,305,081 1,164,514
- loss 23,132,644 22,212,531 23,092,526 22,048,624
Total 30,355,255 23,790,446 30,409,283 23,475,724
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13.3  Particulars of provision against advances

Un-audited Audited
March 31, 2020 December 31, 2019
Specific | | General | | Total Specific | | General | | Total
Rupees'000
Opening balance 23,475,724 761,951 24,237,675 23,135,261 678,187 23,813,448
Charge for the period / year 634,411 - 634,411 2,374,327 83,764 2,458,091
Reversals during the period / year (316,058) (3,606) (319,664) (1,812,748) - (1,812,748)
318,353 (3,606) 314,747 561,579 83,764 645,343
Amounts written off (3,631) - (3,631) (220,887) - (220,887)
Amounts charged off-
agriculture financing - - - (229) - (229)

Closing balance 23,790,446 758,345 24,548,791 23,475,724 761,951 24,237,675

13.3.1 As allowed by the SBP the Holding Company has availed benefit of forced sale value (FSV) of collaterals held
as security of Rs 1,943.361 million (December 31, 2019: Rs 1,996.336 million) relating to advances while
determining the provisioning requirement against non-performing financing as at March 31, 2020. The
additional profit arising from availing the FSV benefit - net of tax as at March 31, 2020 which is not available for
distribution as either cash or stock dividend to shareholders and bonus to employees approximately amounted
to Rs 1,185.450 million (December 31, 2019: Rs 1,217.765 million).

13.3.2 As per the Prudential Regulations, the SBP has specified that general provision against consumer financing
should be maintained at varying percentages based on the non-performing loan ratio present in the portfolio.
These percentages range from 1% to 2.5% for secured and 4% to 7% for unsecured portfolio.

The Holding Company also maintains general provision in accordance with the applicable requirements of the
Prudential Regulations for Housing Finance issued by the SBP. The provision ranges between 0.5% to 1.5%
based on the non-performing loan ratio present in the portfolio.

The Holding Company is also required to maintain a general reserve of 1% against un-secured small
enterprise financing portfolio as per the applicable requirements of the Prudential Regulations issued by the
SBP.

13.3.3 Although the Holding Company has made provision against its non-performing portfolio as per the category of
classification of the loans, however, the Holding Company still holds enforceable collateral against certain non-
performing loans in the event of recovery through litigation. These securities comprise of charge against
various tangible assets of the borrower including land, building and machinery, stock in trade, etc.

Un-audited Audited
March 31, December 31,
Note 2020 2019
14 FIXEDASSETS e Rupees '000 ------=mmmnmmmmean
Capital work-in-progress 141 1,050,614 1,158,440
Property and equipment 23,241,693 23,083,104
24,292,307 24,241,544
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14.1

14.2

14.3

15

Un-audited Audited
March 31, December 31,
Capital work-in-progress 2020 2019
P progress Rupees '000 -------==-nn====-=
Civil works 322,181 393,327
Equipment 685,414 658,014
Furniture and fixture 36,649 44,591
Vehicles 6,370 62,508
1,050,614 1,158,440
Un-audited
March 31, March 31,
Additions to fixed assets 2020 2019
----------------- Rupees '000 -----===m==mmmmmnm
The following additions have been made to fixed assets during the period:
Capital work-in-progress 553,465 452,225
Property and equipment
Furniture and fixture 64,711 44,613
Electrical office and computer equipment 300,919 176,451
Vehicles 58,765 1,192
Others 237,889 84,944
662,284 307,200
Total 1,215,749 759,425
Disposal of fixed assets
The net book value of fixed assets disposed off during the period is as follows:
Furniture and fixture 3 3
Electrical office and computer equipment 3,777 212
Vehicles 29 928
Total 3,809 1,143
Un-audited Audited
March 31, December 31,
2020 2019
INTANGIBLE ASSETS eecmeemreemmaeere RUPEES "000 <erreermeercmeeces
Capital work-in-progress 320,198 412,380
Computer softwares 374,018 294,945
Customer relationship 732,191 780,215
Goodwill 238,484 238,484
Management rights 114,600 114,600
1,459,293 1,428,244
Total 1,779,491 1,840,624
Capital work-in-progress
Computer software 320,198 412,380
Un-audited
March 31, March 31,
Additions to intangible assets 2020 2019
----------------- Rupees '000 -----====snnzumaan
The following additions have been made to intangible assets during the period:
Directly purchased 117,234 32,854
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Note Un-audited Audited
March 31, December 31,
2020 2019
16 OTHERASSETS  eeeeeeeeeeeeeee Rupees '000 --------oseeeee-
Income / mark-up accrued in local currency - net of provision 9,094,606 9,599,119
Income / mark-up accrued in foreign currency - net of provision 95,631 82,615
Advances, deposits, advance rent and other prepayments 961,030 898,295
Advance taxation (payments less provisions) 1,736,423 2,653,656
Non-banking assets acquired in satisfaction of claims 1,269,528 1,271,386
Mark to market gain on forward foreign exchange contracts 4,097,678 859,265
Fair value of derivative contracts 19,578 90,937
Acceptances 21 10,691,414 9,142,924
Credit cards and other products fee receivable 372,526 574,288
Receivable from brokers against sale of shares 12,285 183,606
Dividend receivable 116,665 75,348
Receivable from 1Link (Private) Limited 411,189 363,052
Rent and amenities receivable 45,008 45,008
Rebate receivable - net 54,505 54,505
Others 535,555 315,416
29,513,621 26,209,420
Less: provision held against other assets 16.1 (256,222) (256,222)
Other assets (net of provision) 29,257,399 25,953,198
Surplus on revaluation of non-banking assets acquired in
satisfaction of claims 1,453,786 1,453,786
Other assets - total 30,711,185 27,406,984
16.1 Provision held against other assets
Dividend receivable 75,348 75,348
SBP penalties 51,135 51,135
Fraud forgery theft and account receivable 21,662 21,662
Security deposits 22,994 22,994
Others 81,037 85,083
252,176 256,222
16.1.1 Movement in provision held against other assets
Opening balance 256,222 262,243
Charge for the period / year - 7,860
Reversals during the period / year - (13,881)
- (6,021)
Closing balance 256,222 256,222
17 BILLS PAYABLE
In Pakistan 7,418,845 8,356,460
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18

18.1

19

Note

BORROWINGS

Secured

Borrowings from the State Bank of Pakistan
- under export refinance scheme - part | and Il
- under long term financing facility
- under long term financing facility for renewable power energy (RPE)
- under scheme of financing facility for storage of agricultural produce
- under Islamic export refinance scheme

Repurchase agreement borrowings

Total secured

Unsecured
Call borrowings

Overdrawn nostro accounts

Musharaka acceptances
Other borrowings
Total unsecured

Un-audited Audited

March 31, December 31,
2020 2019
----------------- Rupees "000 -----====snnzemman

9,682,353 10,598,970
3,305,678 2,426,974
895,435 896,508
77,168 86,316
10,717,560 8,087,560
24,678,194 22,096,328
6,841,710 21,721,810
31,519,904 43,818,138
4,326,052 1,783,448
236,363 438,722
11,095,000 18,020,000
14,152,645 8,686,487
29,810,060 28,928,657
61,329,964 72,746,795

This represents borrowings from foreign financial institutions. The mark-up rates on these borrowings are
ranging from 2.42% to 3.64% per annum (December 31, 2019: 3.32% to 3.43%) with maturities upto

September 2020.

DEPOSITS AND OTHER ACCOUNTS

Un-audited Audited
March 31, 2020 December 31, 2019
In local || In foreign In local In foreign
currency currenciges Total currency currenc?es Total
Rupees '000
Customers
Current deposits - remunerative 11,176,794 - 11,176,794 12,358,623 - 12,358,523
Current deposits - non-remunerative 114,332,515 18,656,467 || 132,988,982 | 117,835,756 16,723,542 134,559,298
Savings deposits 138,859,313 16,448,745 (| 155,308,058 || 137,494,568 15,672,852 153,167,420
Term deposits 135,773,358 4,212,833 | 139,986,191 || 122,761,268 4,921,337 127,682,605
Margin deposits 2,899,114 22,095 2,921,209 2,715,024 19177 2,734,201
403,041,094 39,340,140 442,381,234 393,165,139 37,336,908 430,502,047
Financial institutions
Current deposits 802,261 22,590 824,851 1,120,002 55,570 1,175,572
Savings deposits 10,456,174 10,456,174 19,638,764 - 19,638,764
Term deposits 7,317,340 - 7,317,340 6,468,800 - 6,468,800
18,575,775 22,590 18,598,365 27,227,566 55,570 27,283,136
421,616,869 39,362,730 460,979,599 420,392,705 37,392,478 457,785,183
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20

21

211

Note

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

- defined benefit obligation

- unused tax losses

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

- fair value adjustment relating to net assets acquired upon business combination
- accelerated tax depreciation

- fair valuation of previously held equity interest of FAML

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 16
Unclaimed dividends

Mark to market loss on forward foreign exchange contracts
Charity fund balance

Provision against off-balance sheet obligations 211
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 period / year
Reversals during the period / year

Closing balance
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Un-audited Audited
March 31, December 31,
2020 2019
=mmmmmmmmnmnnmea- RUpe@eES '000 ------mmmmmmmenen
134,348 182,987
1,307,267 1,307,267
99,703 99,703
(2,115,461) (2,163,487)
44 44
14,148 11,937
(559,951) (561,549)
(1,663,813) (1,676,037)
(14,113) (14,113)
(285,554) (304,285)
(52,540) (52,496)
(123,545) (195,201)
(13,117) (13,117)
(2,152,682) (2,255,249)
(2,712,633) (2,816,798)
5,288,111 3,729,655
33,004 27,021
740,562 725,288
2,165,254 2,382,341
10,691,414 9,142,924
45,808 45,822
1,843,217 2,228,384
2,959 2,278
114,090 113,676
1,055,862 1,201,214
103,022 189,403
40,557 58,494
35,332 77,747
1,372,836 1,032,154
1,110,499 1,119,464
8,345,463 8,309,852
570,591 565,357
237,399 232,572
55,532 125,263
128,502 144,552
1,439,763 1,172,824
89,110 118,965
381,520 204,620
35,890,407 32,949,870
113,676 125,238
414 -
- (11,562)
414 (11,562)
114,090 113,676
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22

23

231

23.2

23.21

SURPLUS ON REVALUATION OF ASSETS - NET OF TAX

Surplus / (deficit) on revaluation of:

- Available for sale securities

- Fixed assets

- Non-banking assets acquired in satisfaction of claims

Deferred tax on surplus / (deficit) on revaluation of:

- Available for sale securities

- Fixed assets

- Non-banking assets acquired in satisfaction of claims

CONTINGENCIES AND COMMITMENTS

Guarantees
Commitments
Other contingent liabilities

Guarantees:

Financial guarantees
Performance guarantees
Other guarantees

Commitments:

Note Un-audited Audited
March 31, December 31,
2020 2019
----------------- Rupees '000 ------===snnzunuan
5,424,261 5,547,402
7,592,079 7,600,529
1,453,786 1,453,786
14,470,126 14,601,717
(2,115,462) (2,163,487)
(1,686,707) (1,676,037)
(14,113) (14,113)
(3,816,282) (3,853,637)
10,653,844 10,748,080
281 26,161,135 24,074,333
232 190,540,452 208,211,812
23.3 4,293,244 4,293,244
220,994,831 236,579,389
7,252,135 7,099,400
5,038,740 4,870,710
13,870,260 12,104,223
26,161,135 24,074,333

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)

- extending credit (irrevocable)

Commitments for acquisition of:
- operating fixed assets
- intangible assets

23.21
23.2.2

23.2.3
23.4

Commitments in respect of forward foreign exchange contracts

Purchase
Sale

36,847,670 30,343,743
118,872,682 126,281,305
6,843,678 21,760,786
9,750,515 9,244,773
17,979,343 20,281,111
96,911 185,919
149,653 114,175
190,540,452 208,211,812
81,318,044 84,264,725
37,554,638 42,016,580
118,872,682 126,281,305
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Note Un-audited Audited
March 31, December 31,
2020 2019
----------------- Rupees ‘000 -----===mn=mmmmmnm
23.2.2 Commitments in respect of forward government securities transactions
Purchase 6,843,678 21,760,786
Sale - -
6,843,678 21,760,786
23.2.3 Commitments in respect of derivatives
Purchase - -
Sale 9,750,515 9,244,773
9,750,515 9,244,773
23.3 Other contingent liabilities
23.3.1 Holding Company:
Suit filed by a customer for recovery of alleged losses suffered which
is pending in the Honorable High Court of Sindh. The Holding Company's
legal advisors are confident that the Holding Company 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) (i) 171,000 171,000
Tax liability of gain on bargain purchase on the acquisition of
ex-RBS Pakistan (i) 1,154,701 1,154,701
4,293,244 4,293,244

(i) 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 (December 31, 2019: 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 Holding Company 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.

(ii) Income tax assessments of the Bank have been finalised upto the tax year 2019 (accounting year 2018).

The department and the Holding Company 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 (December 31, 2019: 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 Holding Company are confident that the matter will be decided in the Holding Company’s favor
and accordingly, no provision has been recorded in these condensed interim consolidated financial
statements in respect of this matter.

(iii) There are certain claims against the Bank not acknowledged as debt amounting to Rs 34,711 million
(December 31, 2019: Rs 34,194 million). These mainly represent counter claims filed by the borrowers for
restricting the Holding Company from disposal of assets (such as mortgaged / pledged assets kept as
security), cases where the Holding Company was proforma defendant for defending its interest in the
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23.3.2

(iif)

underlying collateral kept by it at the time of financing, certain cases filed by ex-employees of the Holding
Company for damages sustained by them consequent to the termination from the Holding Company’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 (December 31, 2019: 25,299 million) in respect of a suit filed against the Holding Company 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 Holding Company's favour and the possibility of any outcome against the Holding Company is
remote and accordingly no provision has been made in these condensed interim consolidated financial
statements.

Subsidiary Company:

The income tax returns of the Subsidiary Company for the tax years 2004 to 2019 (financial year ended June
30, 2004 to 2019) have been filed and are deemed to have been assessed under the Income Tax Ordinance,
2001, unless selected by the taxation authorities for audit purposes. The Tax year 2005 (financial year ended
June 30, 2005) has been selected by the taxation authorities for audit purpose. The tax authorities have
passed an order under section 221 of the Income Tax Ordinance, 2001, whereby they have determined an
additional liability of Rs 0.913 million for the tax year 2005 on account of apportionment of expenses and
disallowance of certain expenses. The Subsidiary Company has paid Rs 0.414 million and has filed an appeal
against the order before the Commissioner Appeals, the proceedings of which are underway. The remaining
tax liability on these matters is Rs 0.498 million. The management of the Subsidiary Company is confident that
the decision in respect of these matters will be decided in the Subsidiary Company’s favour and accordingly
no provision for the above has been made in these condensed interim consolidated financial statements in
respect of this liability.

The income tax department has issued orders and show cause notices under section 221 of the Income Tax
Ordinance, 2001 for recovery of Workers Welfare Fund (WWF) aggregating to Rs 0.818 million in respect of tax
years 2008 and 2013. The details of orders and show cause along with the management actions are listed
below:

Tax years Order / show Status WWF Demand
cause references Rupees '000
2008 Order u/s 221 dated June 30, Appea! pgnding before the
2014 Commissioner Appeals 315
2013 Show cause u/s 221 dated May 7,| Showcause notice has been
2014 responded to 503
818

The management is of the view that WWF was not applicable for tax year 2008. In tax year 2013, subsequent
to clarification decision by the SHC, the management has not admitted WWF charge in the annual return of
income. The management of the Subsidiary Company is confident that the decision in respect of these matters
will be decided in the Subsidiary Company’s favour and accordingly no provision for the above has been
made in these condensed interim consolidated financial statements in respect of this liability.

The Punjab Revenue Authority issued show cause notice No.PRA/AM/61/2205/ dated March 12, 2014 to
Faysal Asset Management Limited requiring the Subsidiary Company to obtain registration / enrolment and to
pay sales tax amounting to Rs 6.055 million from July 2013 to March 2014 under the Punjab Sales Tax on
Services Act, 2012 with effect from May 22, 2013 on management fee earned in Punjab.

In respect of this, the Subsidiary Company, jointly with other Asset Management Companies together with their
respective collective investment schemes through their trustees, has filed a petition on July 8, 2014 in the SHC
challenging the above notice. The Court has ordered suspension of the show cause notice till the next hearing
of appeal in their order dated July 10, 2014. The next date of hearing has not yet been decided. The
management of the Subsidiary Company is confident that the decision in respect of these matters will be
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(iv)

23.4

24

241

decided in the Subsidiary Company’s favour and accordingly no provision for the above has been made in
these condensed interim consolidated financial statements in respect of this liability.

During the period from July 1, 2019 to December 31, 2019, the audit of the tax year 2013 (financial year ended
June 30, 2013) has been completed by the taxation authorities. The tax authorities have passed an order
under section 122(5A) of the Income Tax Ordinance, 2001, whereby they have determined an additional
liability of Rs 4.964 million for the tax year 2013 on account of apportionment of expenses, salary expenses
and hardware and software expense. The management filed an appeal before the Commissioner Inland
Revenue (Appeals) [CIR(A)] on the grounds of disallowances made by the Additional Commissioner Inland
Revenue. The CIR(A) demanded back a few expenses while ordered against various other expenses for which
the Subsidiary Company has decided to appeal before the Appellate Tribunal Inland Revenue (ATIR). The
management of the Subsidiary Company is confident that the decision in respect of these matters will be
decided in the Subsidiary Company’s favour and accordingly no provision for the above has been made in
these condensed interim consolidated financial statements in respect of this liability.

Commitments to extend credits

The Holding Company 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 17,979 million (December 31, 2019: Rs 20,281 million) which are
irrevocable in nature.

Un-audited Audited
March 31, December 31,
2020 2019
DERIVATIVE INSTRUMENTS e Rupees '000 ----==-====ssuumun
Cross currency swaps (notional principal) 9,250,404 8,780,230
Interest rate swap (notional principal) 500,111 464,543

Product analysis

March 31, 2020 (Un-audited)
. Cross currency swaps Interest rate swap
Counterparties
Notional Mark to market Notional Mark to market
principal gain/ loss principal gain / loss
-------------------------- Rupees '000 ----=mmmnmmmmmmmmmmmnennan

With banks for
[ sssoins] | czamon| | soosn || 770]
Market making 4,553,284 (722,725) 500,111 7,730
With other entities for
Hedging - - - -
Market making | 4,697,120 I | (G38,264)| | - | | - |
Total
Hedging - - - -
Market making | 9,250,404 ‘ | (1,360,989)| | 500,111 | | 7,730 |

December 31, 2019 (Audited)
. Cross currency swaps Interest rate swap
Counterparties
Notional Mark to market Notional Mark to market
principal gain/loss principal gain / loss
-------------------------- Rupees "000 -------=---mmmmmmmmmmmeenm

With banks for
Hedging - - - -
Market making 4,273,153 (569,222) 464,543 (31)

With other entities for
Hedging |
Market making

Total

Hedging |
Market making

4,507,077| | (371,964)| | - | | - |

8,780,230| | (941,186)| | 464,543| | (31)|
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25 MARK-UP / RETURN / INTEREST EARNED

a) loans and advances

b) investments

c)  lendings to financial institutions
d) balances with banks

e) securities purchased under resale agreements

26 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

27 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
Sales commission on FAML
Management fee

Advisory fee

Sales load

Others

28 GAIN / (LOSS) ON SECURITIES

Realised - net
Unrealised - held for trading - net

28.1 Realised gain / (loss) on:
Federal Government securities
Shares
Open end mutual funds

29 OTHER INCOME

Rent on property
Gain on sale of fixed assets - net

Loss on short sale of Pakistan Investment Bonds (PIBs)

Notice pay
Scrap income
Others

Un-audited
March 31, March 31,
2020 2019
=mmm=mmmemmnme-= Rupees '000 ---------mmnammnee
10,643,124 8,457,758
6,134,776 3,130,072
22,923 15,842
12,374 21,117
388,745 580,241
17,201,942 12,205,030
8,303,591 5,892,231
66,669 118,580
10,321 26,882
151,209 94,751
49,154 17,272
102,405 -
409,092 229,504
250,592 189,269
1,332,247 689,408
10,675,280 7,257,897
178,391 139,951
94,947 80,674
441,642 381,131
20,393 24,314
27,791 50,997
69,113 68,850
29,349 20,004
17,378 9,878
12,322 8,425
104,459 88,370
34,166 4,625
27,601 22,660
224 -
- 2,385
2,543 8,022
1,060,319 910,286
28.1 433,975 | | (40,608)
37,471 (3,516)
471,446 (44,124)
226,942 (10,038)
192,365 (34,430)
14,668 3,860
433,975 (40,608)
26,687 32,797
5,654 2,355
(88,139) (3,440)
1,689 1,638
505 148
677 301
(52,927) 33,799
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30

31

OPERATING EXPENSES
Total compensation expense

Property expense

Rent and taxes

Insurance

Utilities cost

Security (including guards)

Repair and maintenance (including janitorial charges)

Depreciation on owned fixed assets
Depreciation on non-banking assets
Depreciation on right-of-use assets
Others

Information technology expenses
Software maintenance

Hardware maintenance
Depreciation

Amortisation

Network charges

Others

Other operating expenses
Directors’ fees and allowances
Legal and professional charges
Outsourced services costs - staff
Travelling and conveyance

NIFT clearing charges

Depreciation

Training and development

Postage and courier charges
Communication

Marketing, advertisement and publicity
Donations

Auditors remuneration

Insurance

Stationery and printing

Bank fees and charges

Brokerage and commission

Deposit protection premium

Credit card bonus points redemption
Others

OTHER CHARGES

Penalties imposed by the State Bank of Pakistan
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Un-audited
March 31, March 31,
2020 2019
----------------- Rupees '000 ------====nnzunuun

1,775,964 1,452,433
50,823 36,893
13,534 21,954
149,221 125,365
187,829 152,644
108,935 86,548
126,047 99,528
1,395 3,564
380,806 468,649
18,740 18,086
1,037,330 1,013,231
441,162 338,742
75,948 49,892
87,784 78,093
38,159 29,510
70,159 55,709

2,025 -
715,237 551,946
31,365 12,347
19,310 8,556
83,950 99,611
29,628 26,529
13,840 12,570
100,357 58,658
6,402 3,806
46,380 23,435
26,521 26,153
168,021 82,345
- 69,431
13,674 11,978
173,760 144,965
102,677 62,498
24,013 26,515
20,214 10,537
87,627 73,737
54,284 51,173
132,097 91,484
1,134,120 896,328
4,662,651 3,913,938
107,907 6,177
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32

33

34

34.1

35

Un-audited
Note March 31, March 31,
2020 2019
----------------- Rupees '000 ----------nnnnnmme
PROVISION / (REVERSAL OF PROVISION) AND RECOVERIES
AGAINST WRITTEN-OFF DEBTS - NET
Provision for diminution in value of investments 12.4 (83,978) (1,353)
Provision / (reversal of provision) against loans and advances 13.3 314,747 (191,003)
Bad debts written off directly 3,017 3,174
Recovery of written off / charged off bad debts (14,437) (23,895)
Provision against off balance sheet obligations 21.1 414 6,773
219,763 (206,304)
TAXATION
Current 1,365,628 1,198,177
Prior years 40,000 298,934
Deferred (36,551) (106,543)
1,369,077 1,390,568
BASIC EARNINGS PER SHARE
Profit after tax for the period 2,054,591 1,600,516

Number of shares
in thousands

Weighted average number of ordinary shares 1,517,697 1,517,697

Rupees

Basic earnings per share 1.35 1.05

Diluted earnings per share has not been presented as the Holding Company does not have any convertible
instruments in issue at March 31, 2020 and March 31, 2019 which would have any effect on the earnings per
share if the option to convert is exercised.

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.

Fair value of financial assets

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

On-balance sheet financial instruments

Financial assets - measured at fair value
Investments

Federal Government securities

Shares

Non-Government debt securities

Financial assets - disclosed but not measured at fair value
Investments
Non-Government debt securities

Non-financial assets - measured at fair value
Fixed assets (land and buildings)
Non-banking assets acquired in satisfaction of claims

Off-balance sheet financial instruments - measured at fair value
Forward purchase of foreign exchange

Forward sale of foreign exchange

Derivatives sales

On-balance sheet financial instruments

Financial assets - measured at fair value
Investments

Federal Government securities

Shares

Non-Government debt securities
Fi ial assets - di
Investments
Non-Government debt securities

losed but not ed at fair value

Non-financial assets - measured at fair value
Fixed assets (land and buildings)
Non-banking assets acquired in satisfaction of claims

Off-balance sheet financial instruments - measured at fair value

Forward purchase of foreign exchange
Forward sale of foreign exchange
Derivatives sales
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March 31, 2020 (Un-audited)

Level 1 Level 2 Level 3 Total
Rupees '000
- 148,079,340 - 148,079,340
2,503,264 3,071,541 - 5,574,805
40,012,595 7,151,307 - 47,163,902
- 12,455,432 - 12,455,432
- - 11,265,990 11,265,990
- - 2,723,314 2,723,314
- 82,753,900 - 82,753,900
- 39,396,817 - 39,396,817
- 9,750,515 - 9,750,515
December 31, 2019 (Audited)
Level 1 Level 2 Level 3 Total
Rupees '000
- 135,299,160 - 135,299,160
5,356,303 2,264,483 - 7,620,786
39,650,000 7,154,872 - 46,704,872
- 12,564,225 - 12,564,225
- - 11,389,113 11,389,113
- - 2,725,172 2,725,172
- 81,296,151 - 81,296,151
- 41,387,194 - 41,387,194
- 8,780,230 - 8,780,230
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The Group'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 Group to exercise such transfers.

There were no transfers between levels 1 and 2 during the period.

Valuation techniques used in determination of fair values within level 2

Item

Valuation approach and input used

Pakistan Investment Bonds /
Market Treasury Bills

Fair values of Pakistan Investment Bonds and Treasury Bills are derived using the PKRV /|
PKFRV rates.

ljarah Sukuk

Fair values of GoP ljarah Sukuk are derived using the PKISRV rates announced by the
Financial Market Association (FMA) through Reuters. These rates denote an average of
quotes received from different pre-defined / approved dealers / brokers.

Unlisted ordinary shares

Break-up value determined on the basis of the NAV of a company using the latest available|
audited financial statements

Term Finance Certificates (TFCs)
and Sukuk Certificates

Fair values of TFCs and Sukuk certificates are determined using the MUFAP rates.

Forward foreign exchange
contracts

The valuation has been determined by interpolating the mark-to-market currency rates
announced by the State Bank of Pakistan.

Derivative instruments

The Bank enters into derivative contracts with various counterparties. Derivatives that are
valued using valuation techniques with market observable inputs are mainly interest rate
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.

Mutual funds

Units of mutual funds are valued using the net asset value (NAV) announce by the Mutual
Funds Association of Pakistan (MUFAP).

Valuation techniques used in determination of fair values within level 3

Item

Valuation approach and input used

Fixed assets (land and building)

Land and buildings are revalued by professionally qualified valuers as per the accounting
policy disclosed in the financial statements of the Holding Company for the year ended|
December 31 2019.

Non-banking assets acquired in
satisfaction of claims

NBAs are valued by professionally qualified valuers as per the accounting policy disclosed in

the financial statements of the Holding Company for the year ended December 31 2019.

The valuations, mentioned above, are conducted by the valuation experts appointed by the Holding Company
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 Holding Company’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 condensed interim consolidated financial
statements.
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36
36.1
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SEGMENT INFORMATION

Segment details with respect to business activities

Profit and loss for the quarter
ended March 31, 2020 (Un-audited)

Net mark-up / return / profit

Inter segment revenue - net

Non mark-up / return / interest income
Total Income

Segment direct expenses

Inter segment expense allocation
Total expenses

Provisions

Profit before tax

Statement of financial position
as at March 31, 2020 (Un-audited)

Cash and bank balances
Investments

- Investment provision

Net inter segment lending
Advances - performing
Advances - non-performing
- Advances - provisions
Others

Total assets

Borrowings

Subordinated debt

Deposits and other accounts
Net inter segment borrowing
Others

Total liabilities

quity
Total equity and liabilities

Conti ies and

Profit and loss for the quarter
ended March 31, 2019 (Un-audited)

Net mark-up / return / profit

Inter segment revenue - net

Non mark-up / return / interest income
Total Income

Segment direct expenses

Inter segment expense allocation
Total expenses

Provisions

Profit before tax

Statement of financial position
as at December 31, 2019 (audited)

Cash and bank balances
Investments

- Investment provision

Net inter segment lending
Lendings to financial institutions
Advances - performing
Advances - non-performing

- Advances - provisions

Others

Total assets

Borrowings

Subordinated debt

Deposits and other accounts
Net inter segment borrowing
Others

Total liabilities

Equity

Total equity and liabilities

Conti ies and

[ 2020 ]
Retail CIBG Treasury SAM Others Total

(5,399,079) 7,924,035
9,396,729  (7,199,598)
1,114,105 206,275
5,111,755 930,712
2,975,670 135,404
1,384,847 145,058
4,360,517 280,462

46,459 156,745

Rupees '000
3,876,175 104,159 21,372
(3,460,486) (70,822) 1,334,177
520 (126,769
1,183,484 33,857 1,228,780
87,501 26,165 1,620,417
29,967 28,209 1,588,081
117,468 54,374 32,336
(79,147) 82,517 13,189

6,526,662

1,961,926
8,488,588

4,845,157

4,845,157
219,763

704,779 493,505 1.145.163

21,278,551 - 24,868,747 . - 46,147,298
- 19,204,061 195944120 3,298,820 639,833 219,176,834
- . (781,377)  (2,983,926) - (3,765,303)
359,277,022 . . - (359,277,022) -
60,801,389 240,233,157 . . 304,235 301,338,781
4,422,956 1,079,672 - 24,830,950 21,677 30,355,255
(4,608,144) (1,139,509 - (18,785,356) (15,782)  (24,548,791)
11,695,019 _ 6,696,556 _ 2,976,976 _ (2,755360) _ 38,169,784 _ 56,782,975
452,866,793 266,163,937 223,008.466 _ 3,605128 _(320,157,275) _ 625,487,049
2,541,242 21,702,605 37,086,117 . - 61,329,964
434,947,190 24,753,647 - 117,138 1,161,624 460,979,599
- 218,888,316 184,537,407 3,426,490  (406,852,21 -
15,378,361 819,369 _ (1,923,857 61,500 _ 31,686,512 _ 46,021,885
452,866,793 266,163,037 219,699,667 3,605,128 (374,004,077) 568,331,448
- - 3,308,799 - 53,846,802 _ 57,155,601
452,866,793 266,163,937 223,008.466 _ 3.605128 _(320,157,275) _ 625,487,049
11,031,891 51,207,749 - 1,226,708 - 63,466,348

[ 2019 ]
Retail CIBG Treasury SAM Others Total

Rupees '000
(3,510,422) 6,489,689 1,899,375 35,402 33,089 4,947,133
6,495,194  (5,826,292)  (1,308,494) (36,725) 676,317 -
930,854 167,622 774,656 520 (52,809) 1,820,843
3,915,626 831,019 1,365,637 (803) 656,597 6,767,976
2,603,544 111,402 79,476 31,965 1,156,819 3,983,196
943573 121,246 30,320 23,633 (1.118,772) -
3,547,117 232,648 109,796 55,588 38,047 3,983,196
(4,106) 108,604 (4.909) (317.185) 11,292 (206,304)
372,615 489,767 1,260,650 260.794 607.258 2,991,084
22,325,193 - 40,878,883 - - 63,204,076
- 19,616,432 184,463,090 3,298,820 165,242 207,443,584
- - (883,015)  (2,966,266) = (3,849,281)
348,653,144 - - - (348,653,144) -
62,582,195 237,193,175 - - 3,626,024 303,401,394
6,266,681 3,807,114 - 20,289,645 45,843 30,409,283
(4,503,653)  (1,033,307) - (18,697,708) (3,007)  (24,237,675)
10,416,842 _ 13,994,465 1,352,471 243,892 27,481,482 53,489,162
445740402 273477879 _225.811.429 2,168.383 _(317.337.560) __629.860.533
1,931,729 20,088,523 50,726,543 - - 72,746,795
428,356,703 27,972,150 - 115,674 1,340,666 457,785,183
- 216,745,546 170,558,318 1,985,797  (389,289,661) -
15,451,970 _ 8,671,660 1,142,652 66,912 18,789,934 44,123 128
445,740,402 273,477,879 222,427,513 2,168,383  (369,159,071) 574,655,106
- - 3,383,916 - 51,821,511 55,205,427
445740402 273477879 _225.811.429 2,168,383 _(317,337,560) __629.860.533
8,944,978 44,725,691 - 1,204,950 - 54,875,619
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE QUARTER ENDED MARCH 31, 2020

Un-audited Audited
March 31, December 31,

38 CAPITAL ADEQUACY, LEVERAGE RATIO & LIQUIDITY REQUIREMENTS
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 44,886,323 42,824,225
Eligible additional tier 1 (ADT 1) capital - -
Total eligible tier 1 capital 44,886,323 42,824,225
Eligible tier 2 capital 9,972,457 10,070,358
Total eligible capital (tier 1 + tier 2) 54,858,780 52,894,583
Risk weighted assets (RWAs):

Credit risk 222,258,551 214,599,394
Market risk 19,123,544 18,939,653
Operational risk 43,819,754 43,587,833
Total 285,201,849 277,126,880
Common equity tier 1 capital adequacy ratio 15.74% 15.45%
Tier 1 Capital adequacy ratio 15.74% 15.45%
Total Capital adequacy ratio 19.24% 19.09%

Leverage ratio (LR):

Eligible tier-1 capital 44,886,324 42,824,225
Total exposures 725,995,030 737,934,261
Leverage ratio (%) 6.18% 5.80%

Liquidity coverage ratio (LCR):

Total high quality liquid assets 224,496,927 174,038,707
Total net cash outflow 119,021,280 123,796,400
Liquidity coverage ratio (Ratio) 1.886 1.406

Net stable funding ratio (NSFR):

Total available stable funding 411,027,744 406,344,452
Total required stable funding 285,967,773 299,623,500
Net stable funding ratio (%) 143.73% 135.62%

39 ISLAMIC BANKING BUSINESS
The Holding Company is operating 413 Islamic banking branches (December 31, 2019: 413) and 1 Islamic

sub-branch (December 31, 2019: 1). The statement of financial position and profit and loss account of these
branches for the period ended March 31, 2020 are as follows:
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Note Un-audited Audited
March 31, December 31,
Statement of financial position as at December 31, 2019 2020 2019
ASSETS =mmmmmmmnemanm- RUpees '000 -----m-nmmmnemeee-
Cash and balances with treasury banks 13,863,588 13,320,776
Balances with other banks 282,406 432,379
Investments 39.1 31,536,694 31,443,777
Islamic financing and related assets - net 39.2 126,406,563 115,537,150
Fixed assets 8,836,362 8,798,322
Intangible assets 79,288 84,501
Other assets 7,759,513 10,256,104
LIABILITIES 188,764,414 179,873,009
Bills payable 2,077,227 2,029,226
Due to financial institutions 23,395,659 26,721,776
Deposits and other accounts 39.3 126,882,474 119,214,500
Due to head office 11,727,624 8,333,416
Other liabilities 11,217,430 10,965,857
175,300,414 167,264,775
NET ASSETS 13,464,000 12,608,234
REPRESENTED BY
Islamic banking fund 9,180,000 9,180,000
Reserves - -
Surplus on revaluation of assets - net of tax 750,742 633,831
Unappropriated profit 39.7 3,533,258 2,794,403
13,464,000 12,608,234
CONTINGENCIES AND COMMITMENTS 39.4
Un-audited
March 31, March 31,
2020 2019
Profit and loss account -==-------------- Rupees '000 ------------------
Profit / return earned 39.5 5,147,552 2,945,532
Profit / return expensed 39.6 2,836,866 1,826,070
Net profit / return 2,310,686 1,119,462
Other income
Fee and commission income 245,879 127,386
Dividend income - -
Foreign exchange income 12,785 30,150
Income / (loss) from derivatives - -
Loss on securities - -
Other income 2,630 696
Total other income 261,294 158,232
Total income 2,571,980 1,277,694
Other expenses
Operating expenses 1,371,342 947,335
Workers welfare fund - -
Other charges 7 -
Total other expenses 1,371,349 947,335
Profit before provisions 1,200,631 330,359
Provisions and write offs - net (10,607) 27,411
Profit before taxation 1,211,238 302,948
Taxation 472,383 106,032
Profit after taxation 738,855 196,916
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391

39.2

Un-audited Audited
March 31, 2020 D 31,2019
Cosfl Provision Surplus / Carrying Cosf/ Provision Surplus / Carrying
amortised . f.m . (deficit) value amortised . f.or . (deficit) value
cost diminution cost diminution
Rupees '000
Investments by
segments:
Federal Government
securities:
- jarah Sukuks 6,000,000 - - 6,000,000 6,000,000 - (60,000) 5,940,000
- Other Federal
Government securities | 1,597,048 - - 1,597,048 1,597,048 - - 1,597,048
7,597,048 - - 7,597,048 7,597,048 - (60,000) 7,537,048
Non Government
Debt securities:
- Unlisted 23,215,206 - 724,440 23,939,646 23,258,691 - 648,038 23,906,729
Total investments 30,812,254 - 724,440 31,536,694 30,855,739 - 588,038 31,443,777
Un-audited Audited
March 31, December 31,
2020 2019
Islamic financing and related assets @~ =000 sseeeeeeeseeeee Rupees '000 -----=-====mnmnnn
ljarah - B
Murabaha 2,459,325 2,221,977
Musharaka 7,164 7,164
Diminishing Musharaka 75,315,149 68,640,076
Salam - -
Istisna 1,597,484 1,245,270
Musawamah 5,375 409
Running Musharaka 18,552,584 17,241,885
Fixed assets ljarah financing - net 78,507 87,735
Musharaka - Islamic export refinance scheme 9,517,560 7,137,560
Advance against Murabaha financing 365,041 1,599,406
Advanced against Diminishing Musharaka 6,861,536 10,539,406
Advance against ljarah 2,062,305 2,062,305
Advance against Istisna 6,881,018 3,787,505
Advance against Islamic export refinance - LTF 1,506,565 790,884
Inventory related to Islamic financing 1,725,896 715,120
Gross Islamic financing and related assets 126,935,509 116,076,702
Less: provision against Islamic financings
- specific (394,269) (413,156)
- general (134,677) (126,396)
(528,946) (539,552)
Islamic financing and related assets - net of provision 126,406,563 115,537,150
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Un-audited Audited
March 31, 2020 December 31, 2019
In local In forelgn Total In local In forellgn Total
currency | currencies currency currencies
Rupees '000
39.3 Deposits

Customers
Current deposits 49,141,568 3,412,074 52,553,642 52,057,424 2,880,515 54,937,939
Savings deposits 36,269,489 1,034,497 37,303,986 27,174,303 845,567 28,019,870
Term deposits 25,686,002 500,431 26,186,433 20,396,083 360,828 20,756,911

111,097,059 4,947,002 116,044,061 99,627,810 4,086,910 103,714,720

Financial institutions

Current deposits 89,572 8,057 97,629 62,592 7,661 70,253
Savings deposits 9,356,734 - 9,356,734 11,985,727 - 11,985,727
Term deposits 1,384,050 - 1,384,050 3,443,800 - 3,443,800

10,830,356 8,057 10,838,413 15,492,119 7,661 15,499,780

121,927,415 4,955,059 126,882,474 115,119,929 4,094,671 119,214,500

Un-audited Audited
March 31, December 31,
2020 2019
39.4 CONTINGENCIES AND COMMITMENTS = =eeeeccccceeeeees Rupees "000 ------==mnunznneee
Guarantees 6,113,059 5,104,218
Commitments 20,114,860 14,245,313
26,227,919 19,349,531
Un-audited
March 31, March 31,
2020 2019
39.5 Profit / return earned of financing, investments and placement —=-====ssss==musex Rupees "000 -----====snnznnuen
Profit earned on:
Financing 4,168,983 2,198,567
Investments 978,569 746,965
5,147,552 2,945,532
39.6  Profit on deposits and other dues expensed
Deposits and other accounts 1,783,030 826,674
Other short term borrowings 875,722 999,396
Lease liability against right-of-use assets 178,114 -
2,836,866 1,826,070
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Un-audited Audited
March 31, December 31,
2020 2019
39.7 Islamic Banking Business Unappropriated Profit =~ =eeeeccccceeeeees Rupees '000 ------------------

Opening balance 2,794,403 2,231,877
Add: Islamic Banking profit for the period / year 1,211,238 922,174
Less: taxation (472,383) (359,648)
Less: reserves - -
Remitted to Head Office - -
Closing balance 3,533,258 2,794,403

40 GENERAL
Comparative information has been re-classified, re-arranged or additionally incorporated in these condensed

interim consolidated financial statements, wherever necessary, to facilitate comparison and to conform with
changes in presentation in the current period.

M DATE OF AUTHORISATION FOR ISSUE

These condensed interim consolidated financial statements were authorised for issue on May 13, 2020 by the
Board of Directors of the Holding Company.

PRESIDENT & CEO CHIEF FINANCIAL OFFICER CHAIRMAN DIRECTOR DIRECTOR
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