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Brilliance

Curiosity is the seed of discovery, the desire to
explore on unfamiliar territory. As a growingly
innovative financial institution, Silkbank never
hesitates to bring out the extraordinary’ from
its people. Treading on paths others only dare
to pass through is a day’s objective of the
Silkbanker. Our growing custemer-base is
testament to the excellence we aim to lay out
every day. This year’s annual report gives you
a glimpse at a day in the life of our ambitious
Silkbankers —taking you through our approach
to brilliance in various capacities of our
institution.
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Customer
Franchise

At Silkbank, we focus on delivering nothing less
than ‘velue' in the commitment towards our
customers. This is cascaded throughout every
functional area of the Silkbank network. Striving
Jor customer satisfaction & loyalty, as well as
quality in our products & services portfolio
strengthen competence, professionalism and
responsiveness in each and every one of us.
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Risk
Management

The analysis or mitigation of uncertainty in

investment decision-making requires o foolproof
Risk Management system. Sifkbank encourages
an environment that revolves around achieving
@ culture for understanding and managing risk
with strict compliance to rules and regulations.
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People
Management

We often choose to create brilliance rather
than hire it. Our People Maenagement agenda
shelters the development of the perfect
dream team - from building an effective and
deeper management criterion that
encompasses employee satisfaction and pure
meritocracy, lo getting the right person for
the right job. At Silkbank, we unfaifingly
promote ‘teamwork' and continue to reap
its benefits at every turn.
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Cost
Management

We're constantly monitoring, amending and
re-engineering. At Silkbank, Cost Monagement
comes with a sheer focus on improving cost
effectiveness, We believe that o good part of
success comes from making the right choices,
the right way. We aim to constantly upgrade
our predictability and forecasting copabilities
Jocusing our expenditures primarily on
innovation, smart marketing and adequate
training.
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Vision

Benchmark of Excellence in Premier Banking

Mission

To be the leader in premier banking trusted by
customers for accessibility, service and innovation;
be an employer of choice creating value for all
stakeholders.

Core Values

Customer Focus
At Silkbank the customer remains at the core of all
activities... Service Quality is our key differentiator.

Integrity
At Silkbank we are honest and upfront maintaining
the highest levels of personal and corporate integrity.

Teamwork
Teamwaork is our key strength... our success is in unity.

Creativity
Dut-of-the-box thinking is the enabling factor for us to
be recognized as an innovative organization.

Meritocracy
Merit remains our key primary criteria for rewarding
performance.

Humility
Humility remains at the core of all our relationships.
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Products
and Services
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Products
and Services

Branch Banking

SILKBANK CURRENT ACCOUNTS

Caters to the plethora of financial needs of a diverse
customer base.

W ALL-IN-OME ACCOUNT:
Provides ultimate protection and security to customers with
amazing banking and transactional benefits,

W BUSINESS VALUE ACCOUNT:
A unigue business Current Account that provides customers
with protection and transactional benefitc tallored for any
business. It is the first account that provides comprohansive
business inventory coverage for up to Rs. 1 Crore

m ONLINE EXPRESS:
Online Express gives the customear complete online solutions
under one roof with a variety of tier-based transactionai
benefits,

W SALARY PREMIUNM ACCOUNT:
Anexceptional Current Account offering & host of financial
canvenience, protection and |Ifestyle benefits with hassle-
free salary procassing

SILKBANIK SAVINGS ACCOUNTS

Silkbank's Savings offers attractive features and competitive
returns along with fexibility of current accounts

m MUNAFA ROZANA:
The anly Savings Account In Pakistan that pays proft in cash
DAILY. Profit on funds is calculated and paid into the
customer's account on a daily basis

| PLS SAVINGS ACCOUNT:
Provides the benefits of a Savings Account with the
convenience of a Current Account.

W SUPER SAVER ACCOUNT:
Provides the custarmer with the highest monthly returns
an higher deposits and profit calculation on a daily profit
basis with a monthly payout

SILKBANK TERM DEPOSIT ACCOUNTS

W SALANA MUNAFA ACCOUNT:
Offers the highest profit with payout on maturity. it provides
custormers with an overdraft facility of up to 90% with ather
transactional banelits.

m SILKBANK MAHANA MUNAFA ACCOUNT:
Qffars the highest profit with monthly payout. it provides
customears with an overdraft facility of up to 90% with other
transactional benefits

BANCASSURANCE

One-stop professional financial service foar the utmost
camvenience in protection needs, Services (nclude: Mehfooz
Har Pal, Roshan Mustaghbll, Silk Health Plan, sunehra Kal, Silk
Health Line, and Stk Secure Takaful.

./
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Alternate Delivery Channels

DIRECT INTERNET BANKING

With the Silkbank Direct Internet Banking service customers
can access and manage their accounts anywhere, anytime with
gmaringly convenient Internet Banking facilities.

SILKBANK PHONE BANKING

Why should customers walk ta the bank when they can talk to
the Bank| Silkbank Phone Banking officers ensure that the
customer's financial needs are taken care of with ultimata
accessibility, canvenience and security, 24/7.




SILKBANK VISA DEBIT CARD

Silkbank V1SA Debit Card offers international acceptance and
provides protection against fraudulent transactions after the
custamer's report of loss.

UTILITY BILLS PAYMENT SERVICE

With Its taunch custormers can now use their Silkbank VIS4
Debit Card (WDC) at any Silkbank ATM to pay their wtllity bills
or top up thelr moblle phanes, round the clock, free of chargel

Corporate and Investment Banking

CORPORATE BANKING

From arranging capital for day-to-day operations to offering
partinent financial advice for a major business acquisition,
Silkbank has the cxpartise and experience for it all

INVESTMENT BANKING

Silkhank offers a vast array of Debt and Equity advisory and
rrangement sarvices glong with advisory senvices for
restructurings, mergers & acquisitions and buy/sell-side advisory,

MIDDLE MARKETS

Uphalding the motto of "Yes We Can”, Slikbank stretchestoa
nationwide natwork fully equipped to equally cater to the vast
and extensive middle market eustomers, Structured working
capital lines are provided along with Current/Savings Accounts
in arder to enhance trade volumes of medium enterprisas
allowing them growth

=
=]
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Consumer Banking

PERSONAL LOAN

With Sllkbank Personal Loan of up to Rs. 2 millian, customsrs
can live up their dreams and enjoy life to the fullest,

SILKBANK READY LINE

Provides customers with a fast processing running finance
facility to meet their day-to-day emergency needs,

SILKBANK CREDIT CARDS

[he mast Innovative cards of the country, Silkbank Credit Cards
provide customers with 0% markup for 20 entirs year upon
transfer with Card Design Personalization and Customization.

Small and Medium Enterprises

M'POWER

A running finance facility structured according to customer
prefersnces. It helps business customers to leversge every
husiness opportunity that comes their way and givas them
areater freedom to focus on every important aspect of their
business growth.

SME CASH EASE

SME Cash Ease is a liguidity solution for SME-|level businesses
to maintain @ profitable warking relationship with their dients.

Emaan Islamic Banking

Emaan [slamic Banking was inaugurated by convarsion of seven
conventional banking hranches into dediceted Islamic Barmking
branches In 2012 and Is geared towards providing Shariah-
compliant banking products along with high level of custamer
satisfaction. Emaan islamic Banking offers an array of products
to meet the financial needs of the customers, including current
accounts, savings eoccounts; term deposits, takaful and saving
plans,
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Chairman’s Message

During the year the Bank issued preference shares of Rs. 2,200 million which were successfully subscoribed to,
by a diverse group of institutional and retaill investars, including top-tier names of the financial fndustry. The
funds so received further supported tier-1 copital and the CAR requirements, and also helped the Bank in
explaring new business avenues for growth. In line with the strategic direction of the Board, the Bonk reduced
cost of funds aurlng the year, by generating more current and saving deposits (CASA), investing in high-ywielding
consumer assets and rotionalizing administrative costs. The Bank also focused on making Is cost base increasingly
efficient through greater synergies and process re-engineering, ond on rigorously growing its existing partfolio
as well as the newly launched lslamic Banking and Credit Carg business. Simuitaneously, the Bank registered

@ significant reduction in non-performing loans (NPLs) through the conversion and sale of ORED nssets.

The year 2013 however, was not without its challenges. The unrelenting and crinoiing energy shortages, ever
deteriorating law & order situction, persistent structural weaknesses, which continied to hamper economic
growth, and generally pessimistic business sentiment were @ few major factors in a long list. Reduced interest
rutes scenario together with the linkage of the Minimum Deposit Rate (MDR) with the Repo Rate proved to be
o constraining foctor on banking soreads. As a conseguence spreads reached o 9-year low of 6.01% in Dec:2013
and overall receded to an avercge of 5.24% versus 7.02% last year. All these foctors unfortunately kept the
Bank from making o profit in the year.

Soing forward in 2014, the Board has set significant goals to \mprove earnings and the Bank (s also moking

headway in being cap'to-compliant thraugh the Induction of strateglc / non-strategic (nvestarfs), | join the
Board In wishihg the manggement every siccass.

W-Lu«'ﬂ

Munnawar Hamid, OBE
Chairman
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President’s Review

Dear Sharehoiders,

The yedr 2013 was a challenging year for Pakistan both on the political as well as the economic front. The pre
and past elections turbulence led to uncertain business conditions. The security situation worsened during 2013
with increasing terrorist attocks. The continuing energy.crisis further dampened the business environment.
The hardest hit was the SME sector s thelr limited resources made It aifffcult for them to sustain uncertainty
over a pratracted period. The Pak Rupee also witnessed a significant depreciation against the US Dollar. This
placed greater pressure on frode and businesses relving on imparts. The positive, during the year Lnder review,
was the srooth transition of the elected governments both ot the Centre as well as the provinces. There was
a'so g fair omount of unonimity in the politice! parties.an the handling of the terrorism threat, whichis expected
to beor frult in due course.

In these challenging times, 5/kbonk embarked upon o s-point plan to make your Bank margin positive by the
end of the vear. Foremost was the need to be capltal-compliant, In this connection, | am proud to announce
that in March 2013, we successfully ralsed Rs. 2.2 Billion through issuance of Privately Placed, Nan-cumulative
ond Convertible Preference Shares ("PNCPS") to investors. The proceeds fram the PNCPS issue contributed
towards Tier-I Capital af the Bank. This has been a lendmark tronsaction, not only for vour Bank; but [s also a
first of its kind fingncial Instrument lounched In Pakiston. It wos exceptionally well recefved by the market. The
investars (nclude many of blue chip names in the financial industre, The PNCPS issue will help in implementing
the growth strategy of the Bank by Infecting the much needed funds to expand our alstribution network. Further
Inftiotives are actively belng pursued to bring In strateg'c investors to 'nfuse odditional capita! Into the Bank.

Reduction fn the cost of funds was another ey initiative of 2013 to maxe your Bank orofftable. In line with this
direction, the year witnessed o reduction af Rs. 6 b/'lion In expensive term deposits, Simu'taneoushy, the low-
cost CASA deposits grew naticeably over 2012, This twe-pronged strategy towaords increasing low-cost accounts,
while curtailing high-cost deposits, led to a significant cost of funds reduction amounting to 150 bps for the vear
2013, Sitkbank's CASA deposit mix also improved by 4% during the vear whereds terim deposits reflected o
7.64% reduction versus 2012, This noticeable COF reduction will cantinue to improve your Bank's margins, as
our CASA centric pollcy will conitinue In the coming years.

Anather 2013 strategic initiative wos a focus on booking high-yieiding consumer assets, Of the tota|

fis. 2.5 bilian In consumer 'oans booked during the pear, Rs. 1.2 billon (76%) comprised high-margin Personal
Instafment Logns and Ready Line advances, Another milestone achievement during the year wos surpassing the
coveted mark af Rs. 1 bililon in credit cards ending net receivables (ENR). Our strategic focus wili continue to
be an the high-margin consumer asset products for increased spreaos.
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Our rosd to profitability also Incuded & strong recovery of non-performing advances. Your Bank's Special A=set Mansgement
(SAM] team eontinues Lo reflact robust recovery, totalling Bs, 1.820 billlon during 2013, The SAM team was able to
reduce MPL by Rs, 1.96 billion, which had a PAL impact of Rs, 1.8 billion

Closely linked to MPL reduction was the disposal of Real Estate assets. Your Banli successiully reduced non-sarning Real
Estate assets from a high of Rs, 7.14 billion in January 2013 to B5. 3.86 billion by December 2013

Qur sinth erivical initiative to steer the bank towards profitability was to rationalize our expenses. In 2013 our expense
rationalization initiatives covered staff, premises a5 well as other operating costs of the Bank. Synergies were created
through position mergsrs by consolidation of units as well as review of each unit's organizational structure. A pool of
sUFpIuS resource was thus created which was utilized for internal hirlng wharever gaps emerged In the organization. The
above initiative lzd to a reduction in Head Count expense by Rs. 213 million in 2013 versus Dacember 2012, Costs were

aiso rationafized through review of commission structures, On the premises side, your Bank renegotiated rentals and
undertook relocation of premises to reduce costs. Major utility saves were realized through adoption of energy-efficlent
practices as well as stringent monitoring. Other operating cast saves included telecom and hardware optimizaticn and
a constant review of major expanse lines.

Yaur Bank also maintained a resolute focus on customer service during the year. Surveys were conducted to measure
service guality through both in-house resources as well external research agencles. Our "Mystery Shopping Results"
conducted by a leading independent marketing research consultancy has reflected continued improvement In our service
guality results, with a score of 31% customer satisfaction. It gives me immansa pleasure to advisa you that the Overall
High Satisfaction score in 2013 improved a full 400 basis points aver 2002, Thisis a menifestation of our stafi's commitment
to service quality and their continuad efforts to uphold the service standards of the institution. Cur endeavour will be
to continue the Service Leadarship in the Banking industry.

Our strong portfolio of alllances with popular merchants across Pakistan has been a vital pull in the increase of our VDC
custamer base by 22,691 during the year 2013, SilkBank Visa Dehit Cards reflected a growth of 36% over last year with
a spend volume of Rs. 641,16 millian. Gur high ATM availabllity and the upscale [ook and feel of our vestibules have
contributed slgnificantly to the enhanced usage of our ATM's, with an impressive average of cash dispenzed of over Rs.
I oilllen a month,

The Altemative Delivery Channels (ADC) business continues to be an important tool in cost reduction, custamer loyalty
and the Bank's innovative positioning. Your Bank now provides SMS-alerts to 76,800 customers. Internet Banking is now
being used by over 24,129 customers while e-statement usage has jumped to 46,995 customers, ensuring timely delivery
and reduction in courier costs. We are now working towards enhancemant of Mobile Banking Service, with Introduction
of push SMS's, GPR5-based mobile-site and creative moblle applications. This will allew aur customers to pay their bills,
transfer funds, request chequeboolks, besides many other services. These ongeing developments aim at further
strengthenling yvour Bank's innovative positioning while greatly reducing customer touch palnt costs, ADC segrment

Your Bank has continued to be a major player in the Bancassurance business offering simultaneous Investment & health
Insurance with anannual revenue of Rs. 48.9 million




During the year, a strong focus was maintained to build non-funded trade business from our Middle Market branches
along with emphasis on low-cost deposit generation, The Corporate Banging Group formed a dedicated liability team that
will not only target corporate depaosits but will also spearhead cash manggement to generate funds.

In Just one and a haif vear since inception, Emaan |slamic Banking, the islamic arm of Silkbank, has bullt 5 deposit portfalio !
ol Rs. 7.8 billion and alse boaked As. 1.1 billion in corporata assets comprising both Murabaha and Musharaks transactions f
The unit also convertad Rs. 2.5 billion OREO assets into Islamic Musharaka Finanding. In order to offer more product

aptions to customers, your Bank entered into a strategic Banca Takaful Alllance with Pak Qatar Family Takatwl. In the year

2013, Emaan Islamlz Banking extended its branch network to 10, epening 3 new branches at Quetta, Abbottabad and

Mardan,

Your Bank manages its liquidity with stringent risk management and prudent liguidity management technlques. Sitkbank’s /
Treasury department continued its exceptional performance in contributing towards profitability. Your Bank made FX
[ncome of over Rs. 150 million, where interbank desk penerated trading orofit of Rs. 16 million ina very difficult and
volatile market with PER/USD spot and swap rates in a constant tailspin and upheaval. The FX corporate desk posted a
profit of Rs. 139 million despite constant trade valumes and shrinking spreads. Equity deck's perfortnance was exceptional,
registering a profit of Rs. 215 million, which transiated Into a total return of miore than 50 percent.

Your Bank continued to enhance its risk management capability in the Corparate, Middle Market, SME and Consumer
businesses. Assessment of the Risk Accentance Criteria (RACs) is an ongoing exercise, which enables the Bank to keep
[ts risk appetite at acceptable levals, The Internal Control and Compllance Team continued thalr vigllance of branches
and other suppart functions of your Bank, which included sharing of guidelings to educate and guide staff to ensure better
control standards,

The Bank's Asset and Cards Operations now manage a loan book of Rs, 46 billion for Consumer, SME, Commercial as weall
as staff loan portfolios.

| arm pleased to advise yau that tho IBM team's roview of Silkbank IT assets cancluded that Silkbank's IT infrastructure is
aptirnal and the consalidation level achieved is in line with bast practices.

Our Sitkbank team has always been the most prized asset. Silkbank dedicated maore than 28,000 hours of training while
revamping its Learning and Cevelopment Curriculum to introduce need-based programmes focusing on personal and
professlonal development. The HR team also participated In Banking Forum's Cempensation & Benefits Survey to align
the Bank's compensation structure with the industry,

I caming years, your Bank will build on its strengths and reflect strong revenue growth momentum. Silkbank has ambitious
growth plans to accelerate our revenue momentum. We will continue to optimize expensas through greater synergies /
and re-engineering of processes for greater efficiency and productivity. Our forthcoming initiatives will aim to augment

our revenue momentum to2nsure that we close the next vear on stronger Tootings.

It is my great privilege o continue to lead the dynamic Silkbank team. | would thank every member of the arganization
far thelr dedication, commitrivent and hard work during the yvear, | would siso thank our Stakeholders, Sponsars and

Pirectars for their continued guidance, support and patronage.

Yes we can,

.wﬂ&pf_&- A

AZMAT TARIM
Fresidant & CEO
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Corporate Information

Boord of Directors

Munnawar Hamid, OBE Chairman
Faisal Anis Sherwani Drector
Humayun Bashir | Director
faved Hamid Director
Mohammad Ahmed Mannan I Director
Sadeq Sayeed ! Director
Shamsul Hasan Director
Tarig |gbal Khan, FCA i Director
Azmat Tarin President & CEC
Shaulat Tarkn Advisor to the Chalrman

Company Secretary

Lzman Maveed Chaudhary

Chief Financial Officer
Syed All Azfar Nagwi

Audit Committee

Hurmayun Bashit Chairmari
Javed Hamid | Member
Sadeq Sayeed Member

Risk Committee
Tarig Igbal Khan, FCA | Chairman
Shamsul Hasan | Member

Mohammad Ahmed Mannan | Member



Humaon Resources Committee
"
Munnawar Hamid, OBE Chairman .
Humayun Bashir Member /

laved Hamid Member r

Armat Tarin Member

Auditors ' 7
M. Yousuf Adil Saleern & Co.
{Deloitte Pakistan) F 4
Chartered Accountants '

5

Legal Advisor

Cornelius, Lane & Mufti

Registered Office

Silkbanl Uimited
Silkbank Bullding, |. | Chundrigar Road, Karachi
Telephone No: +92-21-111-00-7455 Ext. 413 & 414
Fax No. +92-21-32460464 & 33462502
Email: companysecretary @sllkbank com.pk
Website: www silkbanbeom,pk

Share Registrar

Central Depository Company of Pakistan Limited [CDCPL)
Share Ragistrar Department
CDC House, 95-8, Block B,
S.M.CHS,, Main Shahra-e-Faisal
Karachi-72400
Tel. Mo Customer Suppart Services [Tol- Free) 0800-COCPL (23275)

Fax: +92-21-34326053
Ermall; info@cdepak.com

Wabsite: wiww cdepakistan.com
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Rrecto)
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Oirector
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President

% CEO

Shoukat Tarin
Advizar to the Chelrman
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Profile of

Board of Directors

Mr. Munnawar Hamid, OBE - Cha

M. Hamid was alectad Director and Chairman af the 8oard, in March
2008 and was r=-elected a5 & Director by the shareholders of the Bank
and Chairman by the Board in August 2011, He Is also Chairman of
the HR Committes of the Board. Mr. Hamid gained extensive exparience
of comimerce anel industry while serving in a major chemicals company,
ICI Pakiztan Limited, as Chief Executive, as well as Chalrman af a
number of subsidiary companies of Global Corporations in Pakistan,
which inclugle IC) Pakistan and Pakistan PTA {now Lottee Pakistan PTA
Ltd. ). Ha sas alcocorved In Londan as a Global Seniar Corporate
Planner |C! Ple for its Pharmaceuticals, Agrochemicatz and Seeds, and
especially Chemical Businesses, Subsequently, hie was the Advisor 1o
the CEQ af ICl Pic Lorndon, for South Agia. In addition to the Corporate
sector, hir. Hamid has been associstad with 8 number of Boards, high
level consultative bodies, Public S3ector Organizations, leading Advanced
Educational Institutions and the Financial Sector of Pakistan. In October
19587, he was appointad Officer in the Most Excellent Order of the
British Empire (OBE) by HM the Queen, for services to 10 &nd Economic
Develapment in Pakistan. Mr. Hamid (5 2 graduate from Punjshb
Lniversity, and also holds B& (Hons) and 2 Master's degree from
Cambridge University (Gorville & Calus College), UK. Ha has over 45
vears of exparience in the Tields of business & corporate managameant
and nparations, Mr. Hamid 15 also currently associated with the
following ocrganizations

» Linde Pakistan Lid
|farmerhy BOC Paklstan Ld,)
a The Agha Khan University, Karach|

Chalsman
Member Board

of Trustes
= The Aga Khan Unlversity - Gratulty Fund Trusies
a The Aza Khan University - Provident Fund Tusies

Mr. Humayun Bashir — Director

Mr. Humayiin Bashir was elected as an Indepandant Birector on the
Board of the Bank in March 2008, and has held this position since
then. He was re-electad by the shareholders In August 2011, He Is
also Chalrman of the Audit Committee of the Board, and @ member
of the HR Commities. Mr. Humayun |52 certified director under tha
IFC Corporaie Governance programime since L0043, Ha has 35 years
experience of warking with IBM in Pakistan and Middle East, He is
currantly the Country Ganeral Manager of IBM Pakistan for 15 years,
and has also served In Dubal with 1BM, as Middle East Africz Business
Develapment Exécutive. Mr. Humayun's experiznce includes desp
interaction with Banking and Telcom sectors in Pakistan, and has
participated In advizing banks to depley Innovative salutions to improve
comtrols, enhance customer experiencs, and reduce costs, He has
participated in advizing banks to deploy innovative solutions to improve
cantrols, enhance customer experience, and reduce casts, He has
served an the boards of Export Priocessing Zone Authaority, Linde
Pakistan, and Karachl Port Trust. He was elacted as President of
Cverseas Investors Chamber of Commerce & Industry (DICTH in January
2012 and was slectad President of Arieriean Business Caunell (ABC)
im2011

He holds an Engineering Degree and has recelved training In busiress
administration, marketing & communications at different IBM centres
Im Europe and WS, including coursas at INSEAD, Franoe.

Tarig Igbal Khan — Director

M. Tarig Igbhal Khan was elacted as an Indegandent Director on the
Board in Dacember 2010;-and has held this position since then. He is
dlso Chalrmzn ol the Risk Committee of the Board

Mr. Taria lgbal Khan s the Ex-Chairman of National rvestment Trust
Limited, He has alz=o served on various positions in Federal Board of
Revenue (FBR) and Securltios and Exchange Commilsslon of Pakistan
(SECP). Mr. Khan has also played & significant role as Pakistan Banks
Association’s Chairman. Mr. Khan is a Chartered-Accountant by
profession, and has over 30 years of experlence. He has sarved an the
Boards of various other banks and companies. Currently he Ralds
directarship in the following companies

s Glllette Pakiztan L, Directar
s Internationa! Steels Lid Diractor
w Lucky Cement Uid Director
s Natlonal Refinery Lid Dlractor
s Packages Ltd Dirattor
w PICIC Insurance Company Director
= FFC Energy Ltd Birector

aved Hamid — Director

Mr. Saved Hamid was electad 25 5 Mon-Exacutive Director on the Baard
of the Bank in March 2008, and has held this position since then. He
iz alse member of the Audit Cammittes and the Human Resource
Committea of the Bagrd, Mr. Javed Hamid iz 2 senlof finance adecutive
with extensive international benking, investmant and development
experignce, He has a strong background |n (nvesting In emerging
miarkets, negotiating investment agreements batween govarnments
and institutional investors, managing international investment
portfalios; and providing technlcal assistance to davelaping countries
Mr. Hamid has worked for neary 30 vears in the Interpatlonal Flrance
Corporation ([FC) of the Worid Bank Group, He was Director for the
Eastl Asla & Pacific Reglon, 2nd a member af the Management
Committee of IFC. He 5 & well-Ypown authority and speaker on
intermational banking, investment and development issues, ond has
been fraquently Intervewed by the press

He has a Leen Interest In sustainable developrent and corporate
governance issues. Mr. laved Hamid is a graduste from Cambridge
Urtlveesity, UK, and an MBA frarm Harvard Untversity, USA. His published
works have appeared In the Asiah Wall Street lourmal, Far Eastemn
Economic Review and various academic journals. Mr. Hamid is also
currently serving In the fallowing arganizations

= Asia Research B Capltal Management Hong Kong Cirectar

» Asia Pacific Medical Group, China Director

n International Executive Services Corparation, USA Seplor
Adviser

= World Bank Group, LS4

Mr. Sadeq Sayeed — Director

Wr, Saveed was elected asa Non-Executive Director an the Board of
the Bank in March 2008, and hes held this position since then, He.is
@lso member of the Audit Committes of the Board.

Conaultant

rAr. Sayveed was appointed as Chairman of Metage Capital Ltd., an
invastrient firm based in London, in March 2011, Prior to this,

wr, Sayeed was the CEQ of Nomura Europe in 2008, having [oined the
camparny In 2000 as Special Advisor. This appolntment followed the
acquisition of the Lehman Brothers businesses in EMEA and Asia, in
which Mr, Sayeed played a kay role, In addition, he was the Chairman




of both the Eurppean Msnagement Commities, and the European
Capital Commitments Committes at Nomura. (n 2010, Mr. Sayeed
retired ag CEO of Nomura. Previously Mr, Saveed had besn resparnsible
for a number of key strategic prajects globally, including the creation
of Tarra Firma Capital Partners, 2 £2 billlon private equity fund. He
was alza responsible for erasting the falnt vanture betwesn Rothschild
and Nomura, in respect of their global investment banking activitias
Mr. Sayeed has over 30 years of experience In investment banking,
Ineluding arbitrage trading, strueturad finance, fund manszamant and
financial advice, He has previously served 2= Monaging Directar of
Cradit Sulsse First Boston, where he spent 15 years, and served asa
miember of the Dperating Committes. Priar 1a Kis global investiment
banking career, he was Consultant to the World Bank in Washington,
DC, Mr. Sayeed holas an under-graduate degree in econemics with
conesftration In alectrlesl snpineering, from Massachusetls |nstituts
of Technology (MIT), 25 well 23 a Master's degree in finance from
MIT's Sloan School, Mr Sayeed |s 4 visiting Associate Scholar ar
Fembroke Collega, Cambridge. He |5 850 an Adjunct Professar at
Imperial College Business School, in London. He currently holds the
fallowing positions

Chalrman
Partner

s Metage Capital Ld
® Sinthos Capital Advlsars LLP

Mr. Shamsul Hasan — Director

Mr. Shamsul Hasan was apgointed by the Board a5 a Mon-Exscutive
Director on the Board of the Bank in Movember 2012, Mr. Hasan 5 a
senior imvestment and corporate banker, Prior to his joining the Bank,
Mr. Hasan was the Manazing Diréctor and Chief Executlve Officer of
Fakistan Kuwait Invesiment Company [Pvt.) Ltd., 3 joint venture of
Governments af Pakistan and ¥uwalt, from November 2008 til] Awgust
2011, Through his dynamic leadership, he completely wrpned around
the company into a profitable arganization. In 2011, Pakistan Kuwait
Investment Company was given a Credit Rating of “A8A" Dy tivo
Independent credit rating agencies; it also achieved 3 vary high
Corporata Govemandcs Rating. Mr. Hasan has also worked as the
Country Head of Corporate & Investment Banking Group of the then
Szud) Pak Cammercial Banh Limited. He has aver 22 years af bapling
BNpEriEnce WI'Li'I otherlocal and international banks, and has a proven
track record of avar 20 years expedence (nsenlor manzgement

He s a graduate of Paklstan Milltary Acadamy, Kakul, Mr. Hasan has
gxtensive banking training and has attended various international
mianagement development programmes, conducted by INSEAD Frand
Mational University of Singapore, Institute of [slamic Banking Lon
and Eura Maney Londan,

Mr. Falsal Anis Sherwani — Director

Mir. Falsal Anls Sherwanl Is a namines Director of b/s
Imtermational Blc.

Mamura

Mr_Faisal has a Master's in Business Administration (MBA) -J.'.".i‘. i
major in Finanee from the Institute of Business Administration (IBA),
Karachi, Pakiztan, He iz an experenced profeszional with a proven
track record estabiished over last 10 years within the insiftutional
cliant base In the Guif,

Mir. Faisal is currenthy wrrl-;l'lg g5 an Executive Director in Nomura
|miernational Ple. based in Dubal Interrational Hrancial Centra.

Prior to jaining Momura, Pr. Faisal was working with Lehman Brothers
Eurape Inteinatienzl, Dubal Branch, as Birector - Middle East Caplta
Marizts. At Lehman Brothers, he established Credit Salesand Securities

Financing business in the Gulf Region

Mr. Faisal also worked for Standard Chartered Bank for a decade in
the hMiddis East and Pakistan. Durlng his stay at Standard Chartered
he perfermed various Fales In Institutional Sales; Trading 2nd Ascet
Liatgnifity Management.

Mr. Mohammad Ahmed Mannan — Director

Mr B, A an was electad 353n Executiva Dirgctor on the Board
of the Bank in. August 2011, He i= responsible for Isiamic Banking and
also spearheading the Merger/Acquisitions/Capital Ralsing activities
o dallver tha bast --nlJE- for the Bank. Mr, Mannan i5-3l20 a member
of the Risk Committas of the Board

hr, Mannan has over 20 years of experience in local and imematicnal
.-.nmrg He has ted, structurad and turned around Ganks in the
conventional and [slamic Banking soheres

Fe has sarved as CEQ of Dubal Isfamic Bank (DIB) from 2005 (o 201
He was responsible for launching the franchise in Pakistan HL—lE-.'I'T
to its cutrent status of haing ene of the largest islamic Banks in Pakistan,

Prior to joining DIB, Mr. Mannan served from 2002 to 2005, a5 Depuly
CEO of UBL, the country's third largest banl. In less than 3 years; he
nelped turn @round the bank from a loss-making institution to

Re. T hlllian in profit. He conesived and developed the Consumar
Hanking at LBL

He started his career at Citibank (1991-2003}, where Mr. Mannah's
forus was on Consumer Banking. In his last azsignment at Citibank,
was baged out of New York with a direct |ine rezponsisility to dalivar
5790 mililan revenue, and 5650 mililon in pretax profits, by Cross
Selling to customers across all Citlbank Cards Portfolioe,
93 million customers.,

consisting of

He-is aiso the chairman of the task force on Remittance to Pakistan:
He envisioned and created Pakistan Remittance Initiative | R}, & joint
Initiative af the State Bank of Pakistan, Ministey of Overseas Pakistanls
and Wini ’rr'..' of Finance, increasing the remittances from 57 killion in
008 1o 513 biflion In 2014

Mr. Mannan |s 5 Master of Business Administration (MBA] from the
Institute of Business Administration.

Mr. Azmat Tarfn — President & CEQ

bir. Tarin Is the Presidemt& CEQ of Silkbank since October 2008, Prior
to that, he was Executive Director in Silkbank. He is also rmembear of
the HA Committes of the Board

Mr. Tarin is @ career oanker with an experience of over 25 years. He
started his career in Branch Lperations in Lincaln Savings, Californla,
r 1580, Subseguently, he moved to Saud] American Bankin Riyadh

He has also attended the Management Associsgte Frogramme at the
Saudl Amercan Bank.

iz first bariking azslznment [n Pakistan was with Unlon Bank Ltd, from
1999 to 2006 as-Head of Retail Banking, whears e was a part of the
core team that turned the bank into one of the most profitable banks
af the country, In additlan, he served on the Board of Unlen Leasing
fram 2001 tc 2006

hAr. Tarin is glso serving a5 3 Director of Sinthios Capital Holding Ltd

Wir, Tarin Is @ Master of Business Administration (MBA) In Managament
Selences fTrom Pepperdine Unlversity, Los Angeales, Californiz
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Presigent & CED

Exacutive Director

zroup Head Operations, Technology & Productivity
Group Head Compliance; Lezal & internal Control Division
Group Hzad Special Assets Managemant and Other Real Estate Owned (ORED) Properties
Group Head Wholezale Banking

Group Head Retail Banking

Group Head lslamic Banking

Group Head Human Resources

Chief Financial Officer

Chief Risk Officer

Head Treasury and Financial Institutions

Head Customer Satisfaction B Cuality

Head Corporate Banklng Group

Head Information Technology

Head Consumer Risk

Head Other Real Estate Owned (OREQ) Properties

Head Internal Contral Unit (ICU)

Head Marketing and Public Relations

Head Small & Medium Enterprises (SME)

Head Consumer Assets

Head Investrnent Banking Group

Businsss Head Cards

Company Secretary and Head of Investor Relations & Legal Affairs

Head Internal Audit
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Corporate Profile

Silkkbank is a scheduled commersial Bank listed an all stock
exchangesin Pakistan with its Central Office located in Karachi.
On September 15, 2001, under the supervision of SBF, the
institution then known as Prudential Commercial Bank Limited
was acquired by Saodi Pak Industrial and Agricultural Investment
Company (Pyvt). Umited and renamed as Saudi Pak Commercial
Bank Limited.

Cn March 31, 2008, a Consortium comprlsing International
Finance Corporation, Bank Muscat 5.4.0.G6, Homura Eurcpean
Investment Ltd. and Sinthos Capital Advisors {led by Mr. Shaukat
Tarln and Mr, Sadeq Sayeed) acquired a majority stake In Saudl
Pak Commercial Bank Ltd, which was subseguently rebranded
as Silkbank Limited on June 01, 2009,

The Consortium holds over 82% equity stake in Silkbank, and
has an enviable track record of creating sharehalders value by
implementing proven business models and forming strategic
business alfiancas around the world. '

The Bank is engaged in providing financial services viz 83
branches located in 33 cities throughout the country and offers
a range of ratail, consumer, corporate and istamic products.

A member af the World Sonk Groug, (FC
fasters sustoingble econamic growth in
deve oping couniries,

~ BankMuscat

Largest bankof Oman With assets of over
LIS 15 hillion, having significant presence
in the \Widdle East.

NOMAURA

A poding imvestment Dank with network
i aver 30 countries and total nssets of
WSD 221 billion. Recently aoguired Lehman
Brothers in 45io and Europe.
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Director's Report

for the year ended
December 31, 2013

Dear Shareholders,

The Directors are pleased o present the 20th Annual Regort and the
audited financlal statements for the vear ended December 31, 2013,

Economic Review

Maero ecanamically, the yvesr 2013 was a yegr of two halves,

Imthe first half of the year, CPl inflation continued ta decling (r=aching
8 Q-year low of 531% in May-13), and averaged at 6.5%, The currency
also remained Fairy stable with the PER deprociating by 2.6% against
the LSD and in responae, the 5BF reduced the discount rate (DR} to
a law of 5% by lun-13,

However, significant deterioration n the macro-econamic parameters
Wwas withessad In the second half, In which inflationary pressures
resurfaced and CPlinflation ross to anaverage of 8,9%. One of significant
contributors to this was the Increase in power and gas tarifts, which
were raized by up to 50% for industrial and commercial users and 30%
far residential custamers. A higher currency devaluation of 6%:also
added to this pressurs, As 3 result, the SBP revarsed (s monatary
palicy, and raised the discount rete by 5D bps on two occasions
|3ep-13-and Mov-13), taking it up to 10% and there seems ta ba room
for a further discount rale Increase, given that the 10-year PI8 Is
turrently trading at 12.8%.

Pakictan officially entered anather IMF programme in Sep-13. This
Extended Fund Facility (EFF) iz different from the 2008 Standby
Arrengement in a number of ways, The mest crucial difference s in
the terms of disbursement, as the eurrant EFF makes equal quariery
disbursemeants of approx USD 550 milllon each, In conlrast to the
previous programime which was front-logded with an initial
disbursement of USD 3.1 pillion. As a conssquence, as larga loan
repaymeants are made to the IMF the PER has been weakening and FX
reserves have continued to slide with the country's total liguid FX
recaryic falling dramatically fram USD 13.S Bllion in Dae-12 4

LUsD 8.1 billion in Dec-13.

Howaver, the most tangible Reform made by the Government has
besn the sipnificant incresse In eleéctricity tarlffz in 2013, which has
reduced the subsidy burden of the:government considerably,
Additionally, some taxaton measures; including a 1% increase |n G5T,
have also helped Increase revenue collection and fiscal deficit s
consequently on track to meat the INF target of 5.8% of GDP for FY13,
a considerable improvement from more than 8% in the first hail of
the year. Large Scale Manufacturing growth in luly-Oct 2013 has aiso
been 5.1%, compared to 1.1% In the same period last year, showing
Inttial slgnz of an economlc Improvemeant

Banking Sector

e year 2012 was equally challenzing for the Banking sectorn With
the discount rate falling as low as 9% during the year, spreads reduced
to an average of 5.24% in 2013 from 7.02% in 2012, Though the SBP
In the last guarter of the year has inereased discount rates by 100 bpc
to 10% in its lzst iwo monetary policies; one of the factors, which
continyes 1o impact spreads, i5 the increase in minimum deposit rates
{MUOR) on saving depasite. Durlng the year there were two changes {o
the MOR reglfation as announced by the SBR In the month of Aprl,
the5BP made the MDR appliczbie on average manthly balances, ather
than minimum balances previoushys Then, Inthe month of September,
[t linkad MDR an FLS saving accounts with the interest rate corridor-
floor {Repo rate) and conseguantly, effective October 1, 2013, bonks
wers [izble to pay at least 50 bps below the SBP Bepo rate (which was
7%, effectively Increasing the minimum return on saving deposits-by

50 bps to 6.5%.

On the landing frant, advances increased by Rz, 198 bllllon during the
vear g textile and power sector lending Increased significantly.
Provisioning pressures aiso abated significently with @ number of banks
witnessing a reversal in NPLs

Silkbank's Performance During 2013
and Future Strategy

OVERALL FINANCIAL PERFORMANCE

f the first gquartar of 2013, the Bank |ssued preference shares of

Bg. 2,300 million Wwhich were successfully subscribed to by a diverze
group of institutional and retail investors, including top-tier names of
the financial industry. The funds so received further supported the
CAR requiremeants; as shiputatad by the Cantral Bank, and skio helped
inexplaring new Dusiness avenues for grawih. The Bank reducsd cost
af funds by ganerating more current and saving deposits (CASA],
Invasting In high-vielding consumer assets and rationalzing

adminisirative costs




it 8lso focused on making its cost base increasingly effident through
gregter synergies and process re-engineering and on rigeroushy srowing
itz existing portfolio as well as the newly launched (slamic Banking and
Credit. Card business. Conversian and sale of ORED assets continued
a5 well registering a siphificant reductlan In non-parforming loans
[MPLs)

However, the very significant ecanomic and political challenges coupted
with the sharp reduction of sprezds prevented prafitabiiity, hence the
Bank Is not In & position to declare any dividend for the year. The

comparative financial performance for 2012 and 2013 is given beloi:

Financial Performance - 2013

et mnrk-up MO . 2.160 . 1,902
(Provisions) / Reversal, impalrment ) ~
dnd others 623} 50
Mon .m a:'.k-up |..'|m.me 1,325 I J..f:-E-,E
“Non mark-up expense [4_56'1_: i I:ﬁ'-‘_?'
528 | (529)
“Tax / IReversal) of tax T
(1,1579) | (334)
’il.-.'|-:-e,=_-
(Losst / Earning per share (0.43) | (0.13)

Future Strategy

Thare have been signifiant iImprovements mads by the Bank to
decrease the loss at margin level and with a ciear sirategy in place,
the Bank shall continue to pursue [ts gaals 1o be the top service provider
n the banking industry, become capital-compllant and improwve
profitability. To-achieve these goais, a clear threg-year strategy (Inclusive
of tax projections) has been devised. This will significantly snzble focus
an further available growth oppartunities, supported by a continued
redurtion Incost of funds, Increasein high-margin consumear assets,
further sate of OREQ, 2 strict manitering of the credit portfolioanda
strong revenue stream from the new businesses. Resultantly the Bank
is definitely expecied to Improve profitablliy in the coming years.
Further, the Bank is making headwsay In discussions with varlous
strategic ond non-strategic investors to improve the MCR and CAR of
the Bank before June 30, 2014,

Operations

RETAIL BANKING GROUP

m BRANCH BANKING

Branch Banking remalns one of the mast critlczl businesses for the
Bank, aucounting for pver 118, 000 customears and approx 72% of
the Bank's deposit base. Strategy during the year continued to focus
on raducing cost ol funds, by repladng high-cost d=posits with fow-
cost CASA deposits, and favourably modifying its deoasit mix. The
Bank's unlgue products sueh 25 All-in-0One, Business Value Account
B Munafa Rozdna achieved 2 high level of customer loyalty and
satisfaction as indicated by the mystery shopping and internal service
MEasurss

The Business alzo doveloped new svenues for growth which included
Hancassurance, and the Remittances & Altemate Dellvery Channz|
buzipess and emerged as a major player |n the growing remittances
BUsiness. Remittances of aver Rz, 12.9 billlon were recelved and
further expanslon s piannad through parinerships with more
Exchange Companies, The Bancassurance business recorded

a total revenue of Rs, 48,86 million

B SILKBANK VISA DEBIT CARD

The VISA Debit Card continued to show strang growth and more
thian 22,600 cards were issued during the year. Full year Point of
Sales (POS) and ATM usage during 2013 showed an increase of 14%
andl 105 respectively &5 compared to 2012, SM5 Alerts, E-statements
£ Sllkbank Direct Internet Banking add significant value (o the
Slikbznk product ling, enhancing the businegss stream at the sama
tirme

B CONSUMER ASSETS

Consumer Assat Operetions continued to suppart Consumer loans,
programme-based SME= and Cammearcial 2nd Stafi loan portiolios
with an ageregste portfolio size of Rs. 48 billion, Personal Loan,

Ready Line, M" Powar & Credit Cards remzined the core focus with
47,000 customers having aggregate limlits exceeding Bs, 18 bllllon

Silkbank Visa Credit Card

Tz Sllkhank ViSa Cradit Card business witnessed 2 phenomenzf growth
during the y=ar 2013 in terms of number of cards and ENR. 5ilkbani
Credit Cards turned cut to be the top perfarmer n cards acquisition
closing aff 2013 with & total base of 15 580 cards. In additlon, the
business was able to reach tha coveted milestons of Rs. 1 killian in
recejvables on December 31, 2013, The recently imtroduced Extendad
Payment Plan (EPP) continued to add vaiue and strangth to the card's

competitive pasition In the market and will fonm a key comerstaneg of
the strat=gy to further enhance futurs ENR / revenue streams.
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Emaan Islamic Banking

Emaan Islamic Banking completed its first year of pper=tion in 2013
anedl agded three mow branches making the total number of branches
ten In elght clties across Paklstan, The three new branches performed
well and contributed deposits of Rs, 826 milllen in nine months of
operation, The total deposit book increased by Rs. 1.9 biliion during
the yaar and reached Rs.3.9 billlen. Murabaha and Musharaka products
weragpproved by SBP and 2ssets amounting to Rs 368 billion wers
deplaved In three products with an aversge vield of 14.3%, which Is
expected to impact oversll profitability very favourably. BancaTokaful
with three product varianis was iaunched inallisnce with Pak Qatar
Family Takaful, which will be one of the key NFL devers in 2014, Emaan
Islamlc Banklng rermalned In sync with the Bank's overall strategy on
cwstomer service and demanstrated outstanding pﬁln'nmmmjﬁl i the
area

Wholesale Banking Group

CORPORATE BANKING & MIDDLE MARKET

During the year, Corporate Banking fecused on bullding corporats
-rjﬁlp-uﬁir; with ah emphasis on Current Accounts. In order to hiave
better synengies and efficiencies, the middle markat segment was
merged with Corpomte Banking end the four branches loated in
Lshare and Karschi played an important role in buiiding Current
Accounts and ganerating tracle business. Going forward, this foous will
continue and tha farget is o fund 40% of the Bank assets by the end
of year 2014 To achieve this, & dedicated liability team of Corporate
Banking has bean formed to target corporale Nabilities and also
spearhead cash management to generate deposits as well as Curment

Arcounts

FINANCIAL INSTITUTION (Fi)

Fl enhanced correspondent banking network by providing access to
mare than 400 banks worldwide, emabling smooth and seamless trade,
treasury and payment businesses. Fl aiso fadlitated Corporate, Middle
market & SME cllents by arranging impart LC confirmations warth
USD 40 milllan by solling bank rck and eross barder risk to various
tap=ranked correspondenis across the giobe,

]
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INVESTMENT BANKING (IBG)

Tie 1BG worked on & number of debt rsising and restructuring
assignments. |BG also enhanced the yield on its Pebt Portfolio by
mposing the Dabt Capltal Market partfolio. [BG led the capital
raising inltiathee far the Bank through the issuance of preference shiaras,
which waz an innovative product, and the transaction wWas successiully
concluded In March 2012, adding Rs: 2.20 billien to the Banl's eaulty.
[n addition, |BG has been working on various other capitai-raising
aopooriunities for tha Bank.

TREASURY & SWIFT OPERATIONS

Treasury and SWIFT Operatizns ar: processing conventional as well
as |siamic products, Variows Initiativas eovering printing and documents
courier were undertaken during the year to create sfficiencies and
save Co51E, Also, centratized posting of transfer pricing was implemented,
and substitution of manual dispatch of Inter-branch FX confirmations
by 3 system-based email communicstion resulted In improved process
and cost efficlency. Automation was campleted n the FE 25 Reserve
ragulrament report to eliminate chances of human error: Automation
initiatives also included FX Islamic Ready/Forward deals as well as FX
Mark to Market repart of the islamile Treasury, Treasury back office
team also established the Disaster Recovery Site set-up as part of
regulatory compliancs:

ples

Technology

information Technology (1T] engaged in & number of technology
Initiatives during the year. The launch of 5k Cash Manager [Corporate
nternet Banking Portal), and as per the 38° mandate, implementation
af Internaticnal 8ank Account Number {IBAN) in core banking system
wiere the highlights. Various other technology-based initatives and
multiple integrated information systems were also implemented to
facilitate and support the business.




Human Resource

The Bank tock significant initiatives to enhance both professional and
personal develaopment through Manzgement Develapment
Proagrammes and rélevant need-based leaming interventions, and
revamped its-Learning & Development approach as well. Learming- &
Deveioprment introduced nead-based specific programmes to enhanca
productivity and efficiency In various business segments, 25 well as
eadership development of senior mapagement

Golng forward, the Human Resource Group, wil cantinue to strengthen

its strategic partnership with the businasses to support the Bank and
its peopie to reéach the next level

Special Asset Management Group
(SAMG)

The SAMAG of the Bank has atways been able to surpass its allocated
targets despite the economic conditions, acute liguidity shortage,
energy orisis and the deteriorsting tew and order situation in the
country. Az such |t once again excéeded i abjectives during the year,
and contributed-a net As, 1,842 milllion 1o PEL with 3 total MPL reduction
and mark-up recovery of Rs. 2,230 million, It also recovered writien
off loans of R 5 millien and reschedulad NPLs of Rs. 845 million, The
Real Estata Asset Management tzam [REAM) also effectively supported
the SAMG by selling off DRED, {Other Real Estate Owned) assets of
Re. 4,172 millien during the yezr

Service & Quality
Centruﬁzed Dperﬂtiﬂns Diujsian {CDDJ True to our cora vallias, the Bank's staff maintained an unwevering

customer focus, Mystery Shopping conducted by a leading indepsndant

During the year 2013, the focus of the COD was on Improving marketing research consultancy |ndicated a score of 91% customer
productivity and afficency through automation and process re satlsfactian, the highest amongst peer banks,

engineering. The highlights incude implementation of digiticing archlval
documents to provide ready access to archived material and other
nitlatives Lo automale day-to-day actwities leading 10 2 paperiess &

error-free environment with greater controls. COD took the leadership
rale in Implementing |BAN by providing necassary training, guidanca
and coordination between [nterral stakehoiders. COD-also plaved a
pivotal iz in ﬁTl?HIFli.'III'IF_': the neEvw aoosunt ﬁr-Enirg PIoCEss t!'.-gl.'-'.hl.":'
with:a bank-wide training initiative to eliminate errors and discrepancies
inthe account opening procass,

Corporate Social Responsibility

The Bank is comimitted togrowing its business in a way that is profitable
and sustainable far ts employees & the communities |t operates In.,
The Bank provides support toa wite array of causes and this year
suppart ogrammes for education & mealth, preservition of culiure
& history and promotion of vouth & sparts, The Bank's leadership alsa

endomed corporats initiatives for developing sutomation systems and
processes for a paperiess environment as well a5 energy conservation

SILKBANK >

an




Director's Report

for the year ended December 31, 2013

Board of Directors

In the manth of April 2012 the nominee Director of My's. Nomura
International alg, Mr. Arshad Ghafur resigred from the Board. The
Board extends its appreciation to Mr.Arshad Ghatur for his very
valuable contribution 1o the Board. Ta Till the casusl vacancy,

M/s, Nomura Intermational ple nominated Mr. Falssl Anls Sherwan! to
raplace br, Arshad Ghafur and the Board appointed him as Directo
o April 27, 2013, The Beard warmly welcomes Mre Sherwan 2nd
|ooks forward to benefit from his sxperience. The current cormpostion
af the Board s as under

Types of Director Mo, of Directors
Incependent Director 3
rion-Executive Director A4
Exacutive Director 3

Directors’ Training

During the year 2013, one of our Directors, Mr, Mohammad Ahmed
Manrman completed the Corporate Governance Leadership Skills {CiE1S)
Propramms of the Pakistan Ipstitute of Corporate Govémancs,

Corporate and Financial Reporting
Framework

The Board is commitied to its responsibilities under the Code af
Corporate Governanceof the Securities and Exchange Commission of
Pakistain |5ECF), In doing so, it wishas to make the following statements:

a] Thefinancial statements prepared by the managemant of the
Bank, pressnt fairly |13 state of sifalrs, the result of its operation,
cash flaw and changes in egquity

b) Proper books of account of the Bank have been meintainad

¢} Approprigte accounting pollcies have besn consistently appled in
preparation of financial statements and ascounting estimates are
based on reasanable and prudent judgmem

d) Intermational Hnancial Reporting Standards as applicable in Palistan
have been followed in preparation of financizl statements-and any

departure therefrom has been adeguately disclozed

&) The sysiem of intermal control Is sound indesigh and has begn
effectively Implemented and monitorsd. Management's statement
o intermal control is enclosed herewith which is endorsed by the
Board as required by the State Bank of Pakistan. The Board i
ultimately responsibie for the Bank's system of intarral cantrol
and reviewing its effectiveness, However, such 2 system is designed
to manage rather than eliminate the rick of failur
objectives and byl
absolute assurance against material misstatement or loss

nature can provide anly reasanable and not

I'he process used by the Baard to raview the effectivensss of the
system of intesnal control incdudes, interaliz; the following:

i1 An audit commitiee has been farmed which has written terms of
reference and reports to the Board. It reviews the 2pproach adopied
by the Bank's Intermal audit department, as well as the scope of
and its refatipnship with the external suditors. It also recejves
reporis fram the intemal sudit, znd any materizl cantrol weakness
that ks identified 15 discussed and agreed actions are taken in areas

of concermn

I} Arnorganization structure bas been established that supports

clear lines of communication and tiered levals of authority with

the delegation of appropriate responsibility and accountabifity.

[} Buziness strategies agraed 2t diviciona| leval are approved by the
Board, In addition, there is anannual budgsting and strategic
planning process. These stralegies reviewed during the year
o H_—'f_h':"':l aly "_-'Igl'l'rl'.'=i'|| '.'."I:'Iilﬁﬁ-"‘_-'u In the business enviranmeant

Iw) The principal features of control frameware include

m [Cvaleation and approvals proced ures for major capital enpenditure
and ather transactions

® Regularreporting and monitorng of financal performance using
operating statlstics and monthly managemeant accounts which
highlight ey performance Indicators and varlance from budget

and quarterly forecasts.

m Revlew of the health, safety, environment and contingancy
managemant processes and other significant policies




m  Further, reviews of the system of internal control are atso carrled
oult by the intemal audit department and management concluslons
on internal control are confirmed by divisional management to
tha Board.

m Thersare no significant doubits upon the Bank's ability to continue
% @ going concern

B There has been no matenal departure from the best practices of
corporate governance, as detalled im the lsting regulations.

Risk Management Framework

Concerted efforts for the improvement of the Risk Managemant
Functians have been carriad out over the years, which have resulted
in better control & risk environment plus crestine an ovarall "Risk

Culture" within the Bank. The following-are some imporient aspacts
of the Risk Managemont Function at Siikbank Limited:

CREDIT RI.

Independant Risk Managesment Units catering to the Corporate /
Commerclal / SME and Consumer segmants are fully operational;

clearly following lid-out Policies and Procedures formulated In the
form of Policies / Manuals and Product Programmaes, Cradit Rigk |z
thus cantinuously monitorad by the respective sanctioning units
Broad- basen Credit Approval authority has also been dalegated to
vanous zpprovers for credit sign-off. Credit Administration unils ame
I plece for all segments of the Banl, effectively handling all
documentation ond safe keeping. Tha Bank has its own Obiigor Risk
Rating [OAR) models J syetems for Carporate; Commercial and SMEs,
which are reguiarly reviewed / updated. Basides, AMG also hasa
robust EWS reporting system in place. These processes are capable of
ldentifying problem |sans at an early stage for timely remedizl actlans.
Results for esteblishing these systems are now beginning to réflect in
the-managament letier issued by the external auditors and the annual
reporis complled by the SBF Inspection teams through reducad
nstances of system and procedure failures

Under Consumar Banking, a separate collection unit operates far follow
oy, A ce rad Special Assets Management Unlt ks also
in piace and is primarily respansibls for handling the NPL accounts

and recovery. The unit is performing its taskin a vary professional and

ug and rec

efficient manney. Besides various management commltrees of the
hank, Credit Risk s also overviewsd by the Risk Committee of the
Fh"a’-'l on an ongoing tasis. Regular guidance is sought from the Boarc
radit-related matters and the findinas implemented in letter and
';p|r|I_. Marked reduction in NPL portiolio has ensued resultantly

A Middie Office function (Indepandent of the Treasury) has been
established within the Bank with the primary responsibility of
monitering the market risk function and reporting to the Head of Risk
Manzgement Group, Investment Cammilttee (IC), Market Risk Policy
Committes (MRPL) and Asset and Lizhbilities Commitiee (ALCO) ars
alza functioning 1o supervise and approve Market Risk exposures. AL
S1lk Bank, we have a well-defined Liguidity Palicy, duly spprovead by
the Board: Presenty, varicus Excel-Dased Tools are In use to generate
MAES on Market Risk and reperiing to the senlor managament and
regulstors, We arz also Inthe process of setting up the "T-Risk Module'
that 1s capable of generating sophisticated modeiling reports.

OPERATIONAL RISK

Under Operational Risk, approp rigte Operational Policies and Procedures
hiave been documented and disseminated for managing operatianal
risk. An Internal Control Unit is-alzo-operational with the primany tack
of over-viewing and ensuring implementation of various cperational
guidelines apd monitoring proots and reconciliation across the Bank
Additionally, an Independent Internal Audt funstion is slsa in place
within the Bank, reporting to the Audit Committze of the Board. &
Propar Compliance Department is-alen functional, inter alia, to ensure
that all legal and regulatory requirements are properly addressad in
addition to the implementation of Anti-Money Leundering and Know
yvour Customaer (AML/EYL) Policles.

Ir this respect, appropriate training to rélevant staff has been iImpartad
inchiding training on strict manitoring of transactions and AMLIIYC,
Buziness Continuity Plan {BCP) Is also in place to deal with any
eventuality, Self-Assessment of Key Risk Indicators (KAFsS) and
compllance of standards, codes and guidelines is reguiarly carried ot

and dacumentad
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Director's Report

for the year ended December 31, 2013

Board of Director's Meetings

Rruring the year, the following 8oard and its Committess mestings wers held, Attendances by the Directors were 35 follows
Board Meetings Aud;‘hrlf Committee Hum‘un Resource Risk Committes
Narme of Attendants : ee?lngs Committee Meetings Mee_ﬂngs
directorsimy | AtEnded | G | Attended | G| Attended | g | Astended
| Mir. Munnswar Hamid, OBE I 0@ 06 - . 4 I 04
i b7 Humayup Bashir 0 05 O 04 04 il
| Pdr, Javed Hamid i3] 06 04 04 04 04
| hAr. Sadeq Sayeed 06 06 4 04
! M. Targ lgbal Khan | 08 | 06 . | . . . i | 04
| e Shemisul Hasan | il 05 . . . . 04 03
| mr Arshad Ghafur 03 0o
i Mr. Falzal Anis Sherwani 03 e
I M. Mohamimad Ahrmed Manran 06 06 04 o
| M. Azmat Tarin o8 05 | o4 . 03

LEOVE |:!|‘ gRs&Ence wWas granied (o the rectors who cou o naf atfend i"l‘-k‘ mMeeTing,

Pattern of Shareholding

The pattern of sharsholding a3 raquired under the Companies Ordinanca 1984 and the Code of Corporate Governance |s as follows:

Combined Pattern of CDC & Physical Share Holdings as at December 31, 2013

Cotegories of Shareholders Sﬂ:::::; dae{s Shares held
01 Lfrectors and their spousels) and minor children 9 123,044 032 | 4,64
0z Associated Companies, Undertakings and Related Parties® it 1.976,735,553 | 7399
03 Executives 15 76D 542 | 029
D _ Pubdic sector companies and corporations 7 22,112,652 | 0.83
5l Banks, Development Finance Institutions,
Moh-Banking Finance Companles, InsuRnoa Companies, T 1,249,540 0.07
Takaful, Moderabas-and Penpsion Funds
0& Mutual Funds a 28,636,930 1.07
o7 Forelgn Companies . S 274607 372 103
0a General Public- Foraign 5 4,093,690 0.15
(V] General Public- Local 6,635 266,037,651 9.96
10 Others 87 213,797 865 &.00
I | Total 6,777 2,671, 604,827 100.00

*This does not inclide, one hundred and Two millron (102,000,000} shores of M. Shoukat Tarin, kept in repa fransoctian




The aggregate shares held by the Directors, Chief Executive and their spouse and minor children
along with Associated Companies, Undertakings and Related Parties
As at December 31, 2013

Category-wise
Number of Categaory-wise
Cotegories of Shoreholders Shares held No. af F:iasf Shares held Percentage
Directors , Chief Executive Officer
5. No,
- andd their Spouse and Minor Children ? 123,044,032 4.61%
|01 | Munnawar Hamid, OBE 3,699
|0 vun-Bashir 3,585
L 8B | Javed Hamid . S00 B | B
[ i | Sadeq Sayeed 102,817,015
05 Tarig lghal Khan 5,000
| o6 | Shamsul Hasan | 500
| @ | Mahammad Ahrmed Mannan I 500 |
o8 | PR ... | 20013115 | all A
08 | Farah Maz Tarin w/io | 200,000
Associoted Companies, Undertakings and
5. No. : -
Related Porties. (5% & obove shareholding). 4 1,976,735:553 /3.39%
o1 | nternational Finance Corporation_ | 702685067 | i | _2630%
|2 | __Shaukat Fayyaz Ahmad Tarin® | 601,553,175 | [ | 22.53%
3| Moemura European Investment Limited | 356,676,342 | | | 13.35%
04 ! Bank Musc=t 5.A.0.G ! 315,776,969 | | | 11.8%%
5. No. Mertual Funds B 28,636,930 1.07%
ol | Prudential Stock Fund Ltd. 1,544 0.0
0o Wational Bank aof Pakistan-Trustoe —— -
2 Departmént NIfUJT Fund f A :
a3 COE - Trustee Nit-Equity Market A e
~ | Oppartunity Fund fei, 384 W

“Thiz does not include one hundred and twa mililan {102,000 000) shares of Mr. Shaulat Torin, keot in rege transaction,

There was no trading in Silkbank shares carriad cut by any of the Drectors and Executives, or their spouses and mmor childrsn during the year,

Thee retiring auditors, being elipible, offer themsslves for re-appolntment ol the concluslon of the next Annual General Meeting, The Audit
Committee of the Board has recommended M/ M. Yousuf Adil Saleem & Coi, Chartered Accountants (Deleitte Pakistan), the retiring suditors
as the statutory suditors of the Bank for thé financial y=ar 2014.

| CREDITRATING

Tha long torm entity mtine of the Bapk ls A- [Single A Minus) and the shorl-term rmatng = A-2 [A-Two) a5 determined by "JCR VIS® Credit Rating
Campany Limlted. The outiook on the assigned rating is "Stable"”

FUTURE OUTLOOK

ere have been signiflcant improvements by the Bank to decréase the loss st margin level and with 3 clear strategy In place ssplained above
Th h b ig " = by the Bank | gin | | | t=gy In pl ol 4 al
and [n previous reports, the Bank s definltely sipected to |mprove profitakllity. Further, the Bank s making headway in diseuszions with varos
strategicand non-strateglc Investors to imprave the MCR and CAR of the Bank before June 30, 2014

ACKNOWLEDGEMENT

We take this opporiunity o express cur-deepest gratitude to our customaers and business partnars for thair continued support and trust, and our

sincere appreciation o the Stata Bank of Pakistan for thelr puidance 2nd cooperation extended to the Bank. We are also egually thankful (o our

associates, staff and colleagues for their committed services to the Bank, and ook forward to their continued suaport

jbu.x AALA AT, .,Aw‘rj

For and on Behalf of the Board of Munnawar Hamld, OBE
Silkbank Limited Chalrman

Karachi, February 27, 2014
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Statement of Compliance with

the Code of Corporate Governance
for the year ended December 31, 2013

This statement is baing aresented to comply with the Code of Corporate Governance (CCG) contained in Regulation No.

£ oo

i35) of listing regufations of Karachi, Lahore & Islamabad Stock Exchange Limited for the purpose of establishing a
framawark of good governance, whereby a listed Company is managed in compliance with the best practices of corporate
EovVEMmEance

The Bank hasapplied the principles containad in the CCG in the following manner

!JJ

4.

The Bank encourages representation of independent nen-executive directors and dirgectors representing minarity
interests on its Board of directors. At present the Board Includes:

Category Names

Independant Directors Mr. Munnawar Hamid, OBF
Mr. Humayun Bashir
tAr. Tarig Ilgbal Khan, FCA

MNon-Executive Directors Mr. Javed Hamiid
ir. Sadeq Sayeed
Mr. Shamsul Hasan
| Mr. Faisal Anis Sherwani

Executive Directors Mr. Mobhammad Ahmed Mannan
M. Aznat Tarin

The iIndependent directors meet the criteria of Independence under clause | [b) of the CCG.

The Directors have confirmed that none of them Is serving a35'a director an more than seven listed companies,
including this Bank

All the resident Oirectors of the Bank are registered as téxpayers and none of them has defaultzd in payment of
any loan to a banking comipany, a DFl or an MBF| or, being a member of a stock exchange, has been declared as a
defaulter by that stock exchange

A casual vamnoy gocurring an the Board on April 27, 2013 was filled up by the directors on the same day

The Bank has prepared a “Code of Conduct® and has ensured that appropriate steps have been faken to disseminate
it threughowt the Bank along with its supporting policies and procedures.

The Board has developed a vision/mission statement, overall corporate strategy and significant policies of the Bank.
A comiplete record of particulars of significant policies along with the dates on which they were approved or
amended has been maintained.

All'the powers of the Board have been duly exercised and decisions on material transactions, including appointment
and determination of remuneration and terms and conditions of employment of the CEQ, other executive and non-
executive directors, have been taken by the Board.

The meetings of the Board were presided over by the Chairman and, in his absence, by a Director elected by the
Board for this purpose, and the Board met at least once in every quarter: Written notices of the Board meetings.
along with agenda and working papers were sppropriately recorded and circulated.




09. The Board has been provided with the revised Code along with briefings on various stages in order for theam ta
properly manage the affalrs of the Bank as representatives of members of the Bank. Two Directors of the Bank have
been certified from Pakistan Institute of Corporate Governance (PICGE), Further, four Directors of the Bank stand
exempted, under the criteria given in'Clause [¥i) of the Code, from Director's Tralning Prograrnime: The rest of the
Directors will obtain required certification within the prescribed tirme up to June 30, 2016. All the directors on the
Board are fully conversant with their duties and respansibilities as directors of the Bank.

10. TheBoard has approved appointment of CFO, Company Secretary and Head of Internal Audit, including their
remuneration and terms and conditions of employment

11, The Directors' report for this year has been prepared in compliance with the requirements of the CCG and fully
describes the salient matters required to be disclosad

12. The financial statements of the Bank were duly endarsed by the CEQ and CFO, before approval of the Board

13. The Directors, CEQ and executives do not hold any interest in the shares of the Bank other than that disclosed in

[

the pattern of shareholding
| 14. The Bank has complied with afl the corporate and financial reporting requirements of the CC&E

15:. The Board has formed an Audit Committee. it comprises threg members, of whom two are non-axecutive
} directors and the chairman of the committee is an independent director.

16. The meetings of the audit committee were held at least once every quarter prior to approval of int=rimand final
results of the Bank and as required by the CCG. The terms of reference of the committee have been formed and
advised to the committee for compliance

17. The Board has formed Human Resource Committee. it comprises four members, majority of whom are non-
executive directors, including two independent directors, The chairman of the committee is an also independant
director

i 18. The Board has set up an effective internal audit function with quslified and experienced professionals, for the
purpose duly conversant with the policies and procedures of the Bank.

18. The statutory auditors of the Bank have confirmed that they have been given a satisfactory rating under the guality
contral review programme of the ICAP, that they, or any of the partners of the firm, their spousas ahd minor
children, do not hold shares of the Bank and that the firm and ell its partners are in complianoe with Internationa

-’ Federation of Accountants (IFAC) guidelines on code of ethics as adopted by the ICAP

20. The statutory auditors or the persens associated with tham have not been appointed to provide other services
except in accordance with the listing regufations and the auditors have confirmed that they have observed (FAC
guidelings in this regard,

21. The'tlosed period’, prior to the anneuncenent of Interim/final results, and business decisions, which may materially
affect the market price of Bank's securitins, was determinad and intimated to directors, employess and stock
exchanga(s),

Tt
nd

. Materizl/price sensitive Information has been disseminated among all market participants at once, through stock
4 exchanga(s)

23, We confirm that all ather material principles enshrined in the CCG have been complied with

For and on Babkalf of the Board of Silkbank Limited

. |
_frpns s ..JI!{M,,J.UJ-,M Ui OA
Armat Tarin Munnawar Hamid ORE
Prasident & CED Chairman

u Karachi, Februany 27, 2014
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Management's Statement

on Internal Control
as of December 31, 2013

This statament is issued in compliance with the State Bank of Pakistan (SBP) BSD Circular No. 07 of 2008 on Internal
Controls,

Malntaining effective controls s an integral part of the management and accountability function in Silkbank, The focus
of intermal tontrol both as a concept and a8 management tool has evolved over the years to a broad-based risk assessment
and mitigation system covering all areas of operations in the Bank.

As part of the strategy to ensure effective monitoring and improvemant of internal controls, the Bank has implemented
the COSO framework af internal controls, in line with regulatory guldelines (ICFR) and COS3 implementation l:EF.E]-?j,
With regular monitoring and improvement of the defined controls, the averall contral environment In the Bank is now
geargd to provide reasonable assurance to the Bank’s management, and other stakehalders, which will cantinue to
improve with time.

In ling with ICFR guidalines, the management has implemented effective process designed to manage and mitigate the

risks to achieve the Bank's business strategies and policies and to provide reasanable assurance in relation to the abowve-
mentioned objectives.

Over the years, the management has been able to adopt strategy to ensure effective monitoring and improvement of
intarnal controls. Thesa inciude the following

= n arder to meet the SBP reguirements-an intemal control, the Bank has acquired the services of a reputable
consultancy firm for guidance and documenting the existing controls, Basad on thelr recorniendations, the Bank

AL

has implemented the COS0 framework of internal controls

= I'he Bank has adoptad & statement of ethlez and buginass practices that Is signed by all directors and employees
Furthier, the compliance function also ensures Bank's compliance with al| applicable faws, rezulations and code of
athics

= AN organization structure has boen established which supperts elear lines of communication and tiered |evels of
authorlty and segregation of dutles commensurate with accountabllity

s The Bank has established an effective Internal Auvdit structuee, reporting directly to the Audit Committee of the

Board V

s An Internal Controd Departmoent is established to proactively monitor and valldate Controls in line with Regulatory

puidelines (ICFR) and COSO implementation (BSD-7) V‘

s The management has established evaluation and approval procedures for all major capital expenditures and other
activities/transactions.

[ ] Ihe Bank has implemented various key policies and procedure gulidelines/manuals covering all the areas of [
management and aperations, including those related to 8ranch Banking Operations, Centralized Oparations, Trade

Busin=ss, Traasury, Credit Risk, HR, Finance, Compliancs and Administration. p & .I




] ".'1F|I'|Ff_|_|:-.'-.'9."l"|l-'jl'1|'_ ENVES due consideration to the recommendations made by theintemal and external auditors for

improvements in the internal control system and takes action to implemeant such recommendations.

o The managemeant has astablished evaluation and approval procedures for all rnajor capital expenditure and other

transachions

m There |
periodical basis to reflect significant ghange in the business environment. Regular reporting and manitoring of

an annual budgeting and strategic planning process in the Bank. Financial forecasts are reviewed on a
financial performance of the departments and the Bank as 3 whole has been implemented, using statistics and

monthly management accounts to highlight key performance indicators and variance from budgets and forecasts.

. The Bank has Implermented various significant policies covering all the areas of operations, Including thase relating
ta employees welfare and cantingency management processes. The policies are reviewed periodizally

= Management also emphasizes on Imparting of tralning to enhance knowledge and understanding of the Bank's
internal policies and precedures and prudential regulations. This has resulted in the strensthening of the control
arvironment

With the implementation of COS0 framework (under the SBP guidelines on Internal controis)-and regular manitering
of the defined controls, the overall control environmeant in the Bank s geared to provide reasonable assurance to the
Bank's management, sakeholders and Board of Directars, which we balieve will continue to further improve wi

timne.

o ot

Azmat Tarin
Karachl, February 27, 2014 President& CEQ
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Notice of the 20t

Annual General Meeting

Motice is hereby given that the Twentieth Annuzl General Meeting of Silkbank Limited will ba held on Thursday,
March 27, 2014 at 10:30 am at the Beach Luxury Hotel, Karachi, to transact the following business:

Ordinary Business:

| Ta confirm the minutes of Nineteenth Annual Ganeral |"u"|r-‘;!":i|‘|g held an March 28, 2013,

2.  Torecsive, consider and adopt the audited financial statemants gf the Bank for the year ended

December 31, 2013 together with the Directors’ and Auditors reports thereon

—
L

To appoint auditors to hold office till the-conclusion of the next Annual General Meeting and to fix their

By the Order of the Board

Uzman Naveed Chaudhary
Company Secretary/ Head of Investor
Relations and Legal Affairs

remunaration.
Any Other Business
To transact any other business with the permission of the Chair

Karachi, March 05, 2014
Motes:
= The Share Transfer Book of the Bank will remain closed frorm March 21, 2014 to March 27, 2014 (both days Inclusive).

® A member entitled toattend and vote at this mesting may appeint another member as his/her proxy to attend
and vote. Proxiss In order to be effactive must be recelvad at the registerad office of the Bank duly stamped and
signed not loss than 48 hours before the moeting,

= Members whose shares are deposited with the Central Depository Company of Pakistan Limited are requested to
bBring Original Computerized National ldentity Card along with the participant's 1.0, number and their account V
number in Central Depository Company of Pakistan Limited Lo facilitate |dentification at the time of Annual General
Meeting. In case of proyy, an attested copy of proxy's ldentity Card, Account and Participant’s |.D. number be |
anclosed, In case of corporate entity, the Board of Directors' resolution/power of atlarnéy with the specimen
signature of the nomlnes siall be produced at the time of the meeting (unless it has been provided earlier ar the
corporate entity has appointed a proxy)

®  Members are requested to promptly notify the Bank of any change in their addresses




Auditor’s Review

| | M. Yousuf Adll Salsern & Co Telephone +42 21{ 1234 5678
Charterad Accuurtanis Feix +82 (21} 1254 7R
Cavish Court, A-35, Block 7 & 8 KCHSU, Internet  wwe deloifts.com
i Bharse Faizal, Karschi-75350, Paklztan

Review Report to the Members on Statement of Compliance with the Best Practices
{ of the Code of Corporate Governance

We nave reviewed the Staterent of Compliance with the-best practices [the-Statement) cont@ined in the Code of Corporate Governance
[the Code) prepared by the Board of Directors.of Silkbank Limited {the Bank) to comply with the Reguiation G - 2 of the Prudential

I Fegulations for Corporaie ) Commiercial Banking issved by the State Bank of Pakistan and Listing Regulation Mo, 35 of the Karachi,
Lahore and lslarmabad Stock Exchanges, where the Bank s listed

! Tha ragponsibllity for camplisnce with the Cade 13 that of the Board of Directors of the Bank. Our rezparnsibllity (s to review, Lo the
extent whore such compliance can be objectively verified, whether the Statemeant reflects the status of the Bank's compliance with
* the provisions of the Code and report IF It does not. A review s Iimited primarily to Inguiries of the Bank personnegl and raview of

various documents prapared by the Bank to comply with the Code.

As part of our audit of financial statements, we are regulred to obtain an I|“|-;'EF'5"-E|"I"‘|I|‘|E of the accounting and internal control systems
sufficient tn plan the audit and develop an effective audit approach. We are not required to consider whether the Board's statement

+ on internal control covers all rsks and controlz, or to form an opinion on the effectiveness of suchinternal controls, the Bank's

corporate gevernance procedures and risks,

Further, Listing Regulation of Karachi, Lahore and Isiamabad Stock Exchangas require the Bank to placa before the Board of Directors
far their -:u:uns:der:nr.-u:-n and approval of ralated party tRnsactions, distinguishing between transactions cantied ouL on tenmns eguivalent
to those thot prevail In arm's length transactions and transactions which are not executed at-arm'slength price, recording proper
JustiFication for using such alternate pricing machanism. Further, all such transactions also regquired to be separately placed before
the audit committes, \We are only reguired and have ensured compliznoe of requirement 1o the extent of approvel of related oarty
transactions by the Board of Directors and placement of such transactions before the zudit commitiee, We have not carried out any

procedures io daterming whether the relateéd pariy transactiens were undertaken at arm's length price or not.

* Based an aur review, nathing has ¢came to aur attention which causes usto ballevs t

£t the Statement does not appropriately reflact
¥ k's-compliance, In g wvial res 5, With the bast practices contained In the Code as apalicabie to the Bank for the year
ended Decemper 31, 7013

the Bank's compliance, In sll material respects, with the hast prac

CHarterad Accountants

Karachi, February 27, 2014
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Independent Auditors’

Report to the Members

= M. Youguf Adii Sakeemn & Co Telsphone +82{21) 1234 5678
Crartered Arcounianis Fax +32 {21) 1234 BETE
Cavish Courl, 235, Block 7 8 8 KCHSLU, Internet  wwi deloitte.com
fix Eharae Faigal, {arachi-T5350, Paklatan

Auditors' Report to the Members

We have-audited the annaxed statement of finandal position of Silkbank Limitad (the Bank} as-at Decezmber 31, 2013 and tha ralated
prfit #nd loss account, statemeant of comprehensive Income, cash low statement and statement of changes In eguity togather with
the noies forming part thereof (here-in-after referred to as the'financial statements’) for the year then ended, in which are incorporated
the unaudited cortifled returns fram the branches swcept for seven branches which have beon audited by Us and we state that we
have ehizined all the information and explanations which, to the best of our knowledge and belief, wers necessary for the purposes
of our auwdit

It is the responsibility of the Bank's Board of Directors to establish and maintain & system of intemal control, and grepare and present
the financial staterments in conformity with approved accounting standzrds and the requirements of the Banldng Companies Ordinance
1962 (LWl of 1962), and the Companies Ordinance, 1984 (XL of 18984). Our responsibility s to express an opinion on thase statements
ased on our audit

We conductad our audit in accordance with the Internationzl Standards o Auditing as applicable In Pakistan. These standards regulne
that we plan and perform the audit to obtain reasonable assurance about whethar ths financial statements are frae of any material
misstztoment, An audit includes sxzmining, of a tost basis, evidence supporting the amaurts and discosures in the financial statemerts.
An audit also includes assessing the sccounting policies and significant estimates made by management, a5 well as, svaluating the
oyverall preserzation of the financial statements. We believe that our audit provides 8 reasonable basis Tor our oplnlan and after due
verfication, which In the case of loans and advances covered more than 60% of the total loans and advances of the Bank, we report
that

AL

_-_'.u

in our opinion, preper hooks of sccount have been kept by the Bank as required by the Companies Ordinance; 1984 (X of
1584, and the returns referred to sbove recelved from the branches hiave been found adequate for the purposes of ouraudit;

b)  in Guropinkon;

i} the statement of financial pesition and profit and Ioss sceount together with the notas therson have been drwn up 0 confarmity

with the Banking Companies Ordinance, 1962 {LVil of 1962), and the Companies Grdinance, 1984 (XL of 1984); and grein |
agreemeni with the books of account and are Turther In accordance with accaunting policles consistently applied sxcept a5
disclassd in note 4.1 to the sccompanving financisl statemeants with which we concur;

i} the expenditure incerred during the yvaar was for the purposea of the Bank's business; and h
i)  the buziness canducted, Invesiments made and the sxpanditure Incurred during the year were |n accordance with the objects
of the Bank and the transactions of the Bank which have come toour notlce have been within the powers of the Bank

¢ inourgpinfon 2nd 10 the best of our iInformation-and according 1o the explanaticns given to ug, the statement of firancial

pasitinn, profit and loss account, statement of comprebensive income, cash flow statement and staternent of changes in equity

together with the notes forming part thereof conform with approved accounting standards az applicable in Paklstan, and give
the infarmation requirad by the Banking Companize Ordinance, 1962 (VI of 1962), and the Companies Ordinance,; 1984 (XL I
of 1284), in the manner 5o required 2nd give 3 true-gnd fair view of the state of the Bank's affairs 35 &t December 31, 2013 P

and ite true balance of loss, its comprahensive income; its cash flows and changes in equlty for the year than ended; and r y .I




Independent Auditors’

Report to the Members

dl  inouropinion Zakat deductible at source under the Zakat and Wshr Ordinance; 1580 (XVII| of 1980), was deducied by the Bank
and deposited In the Cantral Zakat Fund established under section 7 of that Ordinance,

We draw attention to the following matters:

| Note 1.3 1o the financial statermants which highlighta that the Bank has not been able 1o meeat the minimum capital reguiremernt
| and the capital sdequacy ratio requirement prescribed by the State Bank of Paklstan (58F). The said note also describes the
planz of management to deal with thea raterial uncertainties with respect to the capital requirements and Bank's sustainabifity
Ity the futurs. The Bank has been sllowed extension untll December 31, 2013 by SEP to rrest the capltal requirementand has
L plso been allowsd relaxation from provisioning agzainst investment and losns and sdvances as explaingd in notes 10,111, 11.3.1,
11 3.2 and 11.3.3 10 the finzncial statements;

l i Mote 13 toths financial statements relating 1o deferred tax ssset where management has disciosed that the Bank based on

I fimancial projections for taxable profite for fve years, which have bean appraved by the Board of Directors, will ba-abla to reaiise
the deferred tax aszet of s, 3,939 million: The preparation of projections invalve management's assumptions regarding fuiurs
businass and economic conditions and capital injection and therefore any significant change In such assumptions or actual

I Future.

autcame that Is differant from 2ssumetlons, may have an affect an the realisabllity of the deferred tay as
* COur epinian Is not qualified with respect to albove matters.

The financiz! statements of the Banlk for the year ended December 31, 2017 were audited by another firm of chartered accountants

wha through thelr repart dated bdarch 01, 2013 expressed an ungualified aglnlon thereon. Hovwever, thelr report eontalned the above

mentioned emphasis of matier peragraphs. In-addition, thelr report emphasized on matters relating to soguisition of varfols proparties

In satisfaction of claim, payments made topartles for certain non-banking asset acquisitions: amd subjectivities invalved In valuation
+ of undevelaoped properties

Chartered Accountants

warachl, February 27, 2014
2 Engagement Partner

Asad All Shah
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Shari'a Advisor's Report

Emaan Islamic Banking, Silkbank Ltd.
for the year ended December 31, 2013

February 17, 2014

The Shari'a Advisar confirms that, for the year ended 315t December 2013, he has

[ ] In collaboration with different departments within the Bapk-and in line with the expansion of [slamic banking
business, reviewed and approved different Sharl'a-compliant products, Furthermore; the Sharl'a Advisor reviewed
and endorsed all refevant doouments and material that were submitted to him for-approval, in addition to the
review of the proposed amendments made |n the liability product papers ete., in compliance with SBP instructions

and guldelines.

= Repelved various gueries and requests from diffefent guarters in the Bank, and respondad In an adequate manner, V
issulng numerous Fatawa In the process
|

s Reviewed the sthedules of chargas (S0Cs) that were periodically submitted for his approval, made necessary

amendments, and vetted those chargas that were in compliance with principles of Shari‘a.

" Reviewed, amended wheare appropriate, and approved all the profits distributed on a manthly basis till date, and

is of the view that the allocation of funds, welghtages, profit sharing ratlos, and the monthly distribution of profits

amaongast the shareholders and remunerative account holders has been made In line with the principles of Shari'a i l'




e Designed an extensive programme for the training of the Bank's staff in areas of Islamic Banking and Finance, and
conducted a series of comprehensive training sessions on Islamlc Orlentation, The Fundamentals of Islamic

Banking, Islamic Financial Contracts, Mudaraba and Frofit Distribution Mechanism and Misconoeptions about

slamic Banking in Islamabad, Lahore and Karachi.

s Studied the financial statements of the Bank for the year 2013 n detall, and s of the opinion that the financial
staterments for 2013 are in order.

= Adeguately expressed hisopinion on-all gueries and mattars posed by the 5tete Bank of Pakistan

™ Supervised an extensive Shari'a Audit of the Banld's branches conducted by the Shar'a Department staff af the bank
in September - October 2013, reviewed the conseguent Shari'a audit report, and issued appropriate instructions
with respect to all areas that were found to be Iacking, providing specific timelines for compliance with the same

by the management of tha Bank

Ml

compliant facilities, and to bring health Insurance, car insurance, elc. for the Bank's staff under the umbrelia of Takaful,

reovar, The management 6f the Bank has undertaken to convert thie existing conventional staff finance into Shari'a

by the end of the first guarier of 2014 In Sha Allah, after previous efforts failed to bear fruit.

The responsibility to ensure compliance with Shari'a tenets and principles that outline permissible activities and
prohibitions lies princlpally on the management of the Bank. Nevertheless, based on the above, the findings of the
Shari‘a-Audit, and review of all relevant docurnients and procedures conducted till date, the Shari'a Advisor confirms that
thie Bank adequately conforms to the rules and princples of Shari'a; the rules, regulations and guldelines for Shari'a

fi)

compliance and other rules issued by SBP, and the Fatawa issued by the Shari'a Advisor

n lsl 3
ET-lﬂﬂi:isinn of sitkbhank)

islamabad
Mufti Syed Adnan Kakalkhail

Shari'a Advisar
Emaan Islamic Banking, Silkbank Ltd.




Annual Report | 2013

Financial
Statements
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Six Years Financial Highlights

Rupees in million

2013 2012 20M 2010 2009 2008
BALAMCE SHEET
Share capmal 13431 13431 12431 3431 9,003 2,003
Reserves 153 143 139 225 219
Deposits and other accounts 9433 &9,050 a4 072 55,708 48610 41,057
Sub-ordinated oan - - - - -
Borrowings from finandlal institutions 11,382 11,377 7,782 8871 15,088 B.735
Total Assets 31,800 859,080 20,670 72,663 58 654 55645
Gross Advances 51,521 54,079 55,309 52,525 40,592 38,187
Advances-iet of provisions 56,088 49060 40035 44 354 32,097 31,087
Mon performing Advances 872 10,817 11,023 12,360 11,891 12845
Investments - net of provisions 14,853 12,735 17.548 13,190 200179 12012
Equity 6675 5,373 5635 4834 1,763 4351
Provision Held 5432 5018 5373 8,570 8495 700
Provision Held / NPL 55.09% 45 300, 4B.74% 69.34% 71.43% 55.27%
Provision Held / Total Advances B.B3% G280 971% 18.159% 20,93%, 1B.55%:
PROFIT AND LOS5 ACCOUNT
Mark-up/retum/intarest camed T e B8.584 B3Ea 8.77a 5913 4 5R8
Mark-upfraturn/intarest expensed {5463} (0,581} 5,515) (5,827 15,856} (4,219
Met mark-up/ intarost camed 2160 1,902 1.871 240 58 368
Frovisions and Write off (B33} 580 20630 [228) {2.309) [1,642]
Met mark-up / Intercst iIncome/(ioss) after provisions 1,526 2453 4,501 ol {2252 (1,273}
Mon-rmarkup/mterest income 1,335 1,065 B47 1,185 (=1 385
Nan-markup/interest expenses 4,379 140771 13,988) [3,041] {2,663} (1,248
{Lass}/Profit bofore Taxation {1,528} {525) 1358 11,238 (4253 {28341
|Loss)/Profit After Taxation {1,157} (344 85 {1,131} {2,903} {2014
FINANCIAL RATIOS
Income f Expanse Ratio Times 0.796 0728 0.681 [UE, 11 0.270 0387
feturm an average Equity (ROE) a5 {19.20) [6.25] 13.27 {34, 39) 154 54) [63.30)
fleturn on average Assets (ROA] % {1.28) i0.38] 0.B85 {1.60) (4.67) 13.69)
MPL= to Gross Advances ratio % 16,05 2000 1993 23.35 2929 33.64
Earming assets to Total Assets ratio 4 Tiad 7566 7785 80.63 T7a9 7353
Earnings per share Hs {043} {0.13) 026 (049) (2.53) [1.83)
Grass spread ratia (MIM/Gross interast incorma) U 28.33 216 2231 1253 0.98 2.05
NON FINANCIAL INFORMATION
Mumbser of branches BS BS BS B2 65 55

Murniar of employess JBEG Z750 2564 2179 15959 1721




Value Added Statement

2013 2012

Rs"000 %o Rs '000 %o
STATEMENT OF VALUE ADDED
Value Added
Met Interest Income 2,159,756 88 1,802,228 a7
MNon intersst Income 1,324,580 115 1,064 656 49
Dperating Expenses excluding staff costs, depreciation and amartization {1,699,887) (1a8) (1,360,498 (B2
Provision against edvances, investments & others (633.475) {55) 580,489 27
Value added for distribution 1,150,974 100 2,186,885 100
To employess
Remuneration, provident fund and other benefits 2186478 189G 2,253,052 103
To governmant
Income tax [371,516) 132] (184,003) (B}
To expansion and growth : .
Depreciation 407 075 387419 I
Arnortization 85,4599 75 RR3
Retained Eamings (1,156,562)] | 344.271)

(563,38E) (58] 118831 5

1,150,574 100 2,186,885 100

SILKBANK ”~

Yes we can
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Horizontal Analysis

2013 13Vs12 2012 12¥s11 2017 11VW=10 2070 10VsD9 2008 O00VsO08 2008 0B VsO7

s M T Rs M B Rs M v Rs M T Ra M " Ra M T,
Balance sheat
ASSETS
Cash and Balances with treasury banbks 5363 34 4,007 0% AA436 ia 3415 B 314 % 300 5%
Balances with other banks 228 163% 85 Pl B4 % g% 4% 151 21% 190 4 7%
Lending to financial institutions aa7 =l ) 5,602 4% 3 im 1954, oy | -2y 1,058 22% 1,377 L]
Irsestments 14853 17 12735 27% 17,545 3% 131890 -35% 20,179 68% 12012 33%
Adirances LR 14% &g 060 2% 49935 T3t 44,354 e 32097 3% 31,047 20%
Operating fmad assets #6553 1% 4637 2% 4,756 95% 2444 34% 3721 % 3002 7%
[referred tax gasets [net) 3,539 % 3 605 1% ERTCL 15% 4,153 gy 3974 52% 2014 A5,
Cther assets 5,253 33% 5,348 29% 7430 B4% 3933 10%%  £351 A0%s 2393 43%,
TOTAL ASSETS H1.800 3 BADE0 2%  SETO  7%% VIO60 0 6% GREGA  23% 3564 4%
LIABILITIES
BHls payable 2747 39% 1.97% 12% 1474 101% B3y 3% 633 439 £33 4%,
Borrowings: from financal mstriuticns 17,382 0% 11,377 -dA6% 17787 B0% GET 355 15088 Tty B7ig I
Drepocsits and other accounts 6a433 1% 68,050 8% G407 15% 55706 1249 48410 2% 41057 3%
Sub-ardinated loan
Lizbilitles aga:nst assets subject to finance lease 1004 19 T4% 40 =Tre ]
Oiher mbilities 1,562 0% 13032 13% 1,400 Gag 14217 By 1,555 S7% =) P )
TOTAL LIABILITIES B5,125 2% B3, 708 i A5 087 75%  £7 B35 18 &6,901 A% 51,754 0%
MET ASSETS 6,675 24% 5,373 EL 56309 1™ 4834 1% 1783 60% 439 190%
REPRESENTED BY
Share capal ri-at -l 8,716 26,718 G716 157% 003 0% 9003 B0
Raserves 163 163 17% 139 100% 235 3% 219 o8
[iscourt on issue of nghts shanes 13,285 (13,285) {13.283) (13.285)
dccumulated loss 19.537) 4% {8381} 40 [B,055) 6% (3a14) 5% (9031 47%  i613F <9
surplus on revaiuanon of assets {ret of tax) 08 155% 180 30% 123 627% 17 -9 1,566 0% 1300 21%
Converible preference shares 2,200

BE7S 4% 5,373 St SE30 1% a4@34 174% 1763 E0% 433 101%
PROFEIT AND LOSS ACCOUNT
Mark-undreturn/intersst gasned 7821 11% E,584 % 3388 % BTTE 5% 5813 3 4588 A%
Mark-up/return/intarest expensed {5,463 18%  {65B1} 3% [6.515) 1% (59270 1% {5856} 9%  {4219) 5%
MNet mars-un/ interest earmed 2180 1484 1,502 2% 1871 1208 249 138%% 58 B4t ] 3%
Presisians ard Wete off (B33 -209% 580 gL 2630 -1253% {228) -2Fs {4309 A1% {1,543 48%
MNet mark-ug / interest income{foss) after provisions 1,53 =154 2483 459 4507 B25% 621 T 2352 21 {1,273) S
Mear-riku pdenberest income 1,343 24% 1.063 26% BT 29% 1LIBF 7% 1 Ti% ELL] -3T%h
Nar-markup/interest gxpenses 14379 T {4077} % [3.588) % (3041 4% (2563) 7% |1,548) AT
{LogskProft before Taxition (1,528 189% 1528} 139% 1359 -210% (1,238 -71% @252 0% {2834 1%

Taxation 372 101% 185 1.28% l6a4d)  -736% 04 -82% 1,350 65% a0 194t

[Loss)/Profit After Taxation TILI5) 13E% (344} 150% = 1B1% (1,131 -&1d% (2900 430  {2074) I14m




Vertical Analysis

20713 13Vs12 2012 11Vs17 2011 11VWs10 2000 10Vs00 :00% 09Vs08 2008 0BVsODZ

Rz M e Ri M kL fs M ko Rs M Y Rs M Tt Rs M £
Balance shoet
ASSETS
Cash.and balances with treasury oanks 5362 &% #,007 L] 4434 B 3415 L1 & 5% 3070 L]
Balances with other banks 175 o 313 %y o4 0% il=] 0% 151 T8 190 0%
Lending to fimancial institutions 247 0% 5602 [ 3301 I 1,051 1% 1,068 Fig 1377 1%
Ivestments 14 B53 TE% 1L.735 | Aty 17548 Tony 13190 A% 20,179 29% 12052 2%
fdvances L6088 6% 49,080 55% 49935 5500 J4 354 Gl 32007 L L
Dparating fmed assets 4,682 5% 4.637 5% 4,756 St 1444 3% 3T 5% 3,002 %
Cfarred tay 3ssets (net) 1B39 40n 3,605 Aky 3563 #4193 L I L G% 21614 5%
Other assets 6,233 9,348 0% 7230 B 3833 5% 4351 L TR . S .
TOTAL ASSETS 100 1000 BS0a0 100t S0a70 100% Fi850 100% aRAsd  100% 55845  100%
LIABILITIES
Bills pryabie 1747 EL] 1.578 e 1,675 2% BST 1% e 1% 437 1%
Berrowings from financial institutions 11382 130 11377 13% 17,782 % BN 4% 15088 209% 87349 -5
Depnins and other pceounts 89423 Ta%  €59.050 Tits 84072 T 55706° 7% 49610 7% 41057 T4%
Sub-ordinated loan
Linbditins pgainst aziets subject to financs lease 10 08 40 e
Othes liabikties 1,562 il 1.302 1% 1493 % 1440 2% 1,555 2% 987 2%
TOTAL LIARILITIES 83,125 93% E3.708 Saty B5.032 24t 67835 93% 66201 97me 51254 52%
MELASSELS =By L o BR s TR LiAx e, fieWl B
REFRESEMTED BY
Share capstal 6118 25 66 A  HMB 208 29716 3T 9002 13% 9003 lats
Reserdes 163 L] 1463 LFe ] 128 Ot 0t 723 1o Fal] e
Discount on issue of rights shares [13,2a5) -1&4h  [13,285) 158 (13285] i5% (13,285) -18% i e
Booumulates] boss 19,527) 0% (8,387) e (BRG] ooy [BA1S)  -12%  (9.031) 13% BE3 1%
Surplus on revaluation of assets {net of tax) 403 it 180 g 123 0% 17 0% 1,564 kL= 1,341 L
Convertible preference shares 2200 2

fLETS B 3.373 &% 5639 6% 4834 T 1763 3% 43 %
PROFIT AND LO5S ACCOUNT
Mark-upfreturn/interest eamed 7422 BS54 E.5B4 At B336 9% e 778 BSW 5913 =1 A5EE 9y
Mark-upy/returndinterest expaansed 15,463] 6%  (6,687) 60t 8515 7w [EP2V) -74%  [5B56) -B%% 142191 -B5%
MWet mark-up/ interest earned 2,160 FEL 1.902 20 1.8M1 0% Ban 1% et e 365 Ta
Prowisions and Write.off {633} Tl 580 e ] L.630 8% (Z28] 3% 1230%) ERLL (16421 33%
MWetmark-up / interest income/{lasst after provisions 1.548 Ty 2483 2a%h 4,501 Aty (v} g% (2258 3% [1.273) -29%
Non-markupdinterest mcome 1,325 15% 1.065 11% BT ooy 1,185 15% 662 1096 B85 20
Nion-markup/Intarest expanses (4,37 Ay {4,077 i (59EB] ~43%  [(3047) -3B% (26631 L% [1,848) 3%
{Lewz)/Profie befire Taxation 11.528) 17 %0 1529] 5% 1.359 15% [1.236) -18% (4253 -65% (2B24) 57
Taxatian 173 Aty 185 o] {oasd] T+ 1o 1% 7,150 1% 820 4%
[Loss)/Profit After Taxation (1157  -id%  (344]  Aw 695 8% [1.131) 1% (29031 e (L0141 1%

SILKBANK
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Graphical Presentation of Financial Progress

Shareholders Equity (Rs. in million)

5,639

I I |
I |
|

2012 2011 2010

Total Assets (Rs. in billion)

100.0

9.0 = i
0.0 |

F0.0

60.0

50.0

2013 2012 2011 2010




Total Assets - 2013 (Rs. in billion)

Advances - net Fixed Assets
Rs. 56.1, 61% Rs. 4.7, 5%

Deferred Tax
Rs. 3.8, 4%

Other Assets
Rs. 6.3, 7%

Cash'and Balances
Rs. 5.6, 6%
Investments - net - -
Rs. 14.3, 16% > Lendings to Fl
Rs. 0.4, 1%

Total Assets - 2012 (Rs. in billion)

Advances - net Fixed Assets
Rs. 49.1, 55% Rs. 4.6, 5%

Deferred Tax
Rs. 3.8, 4%

Other Assels

M Rs. 9.3, 11%
Sy Cash and Balances

Rs. 4.1, 5%
Investments - net s
Rs. 12.7, 14% : Lendings to FI
o = Rs, 5.6, 6%

| VAV 6 SNARWARLY SN
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Graphical Presentation of Financial Progress

Earning Assets Vs. Non-Earning Assets (Rs. in billion)

B Eamning Assets
B Non-Earning Assets

2012 2011

Gross Advances & Deposits (Rs. in billion)

B Gross Advances
= Deposits

69.4 69.1 a1
61.5 :
I 541 55.3 I 55/a 557

2013 2012 2011 2010

/iy




Performing Vs. Non Performing Loans CASA (Current & Saving Deposits)
(Rs. in billion) (Rs. in billion)

B Performing Loans
381
1115
I 7.3

B Non-Performing Loans

516
433 443
4.8
2013 20

351
12 2011 2010 2012 2011 2010

Deposit Mix (Rs. in billion)

Savings T 43 Term
Hs. 20,6, 30% 8 T T N (182, R 33,9, 49%

Current
Re 17.5,25%

2013 2012 I
'IIM‘I‘B‘.’A“!&‘“Q
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Graphical Presentation of Financial Progress

Sector Wise Advances - FY 2013 (Rs. in million)

w Chamical end Phamnaceuticals = Electronics and electncal appiiances

» Agribusinass ® Power |zlectricity), Gas, Water, Sanitary
= Cement » Financial

=« Sugar Insurance

u Textlle w Individuals

» Footwear and Lesther garmants » Others

» Autamoblleftransportation equipment

Rs. 30,500, 55%
Rs. 7,935, 14%
Rs. 0, 0%
! Rs. 6,819, 12%
Rs. 2,036, 4%
S Rs. 3,391, 6%
= Rs. 162, 0%
Rs. 1,172, 2% Rs. 253, 0%
Rs. 751, 1% Rs. 1,510, 3%
Rs. 423, 1%

Sector Wise Advances - FY 2012 (Rs. in million)

» Chemical end Fharmaceuticals » Electronics and electrical appliances

= ‘Apribusineszc = Power (elactricity), Gas, Water, Sanitary
= Camaent = Fimancial

= SUgar o Ipsurancs

= Texiile : = Individuals

® Footwear and Leather garments w Dthers

= Auramabile/transportation squipment
Rs. 28,293, 52%

Rs. 5,198, 10% . -
|

/ Rs. 10, 0% »——= ———
. Rs. 1,724, 335/ ~ -

Rs. 8,628, 16%
Rs. 3,018, 6%

N
Rs. 1,026, 2% / < Rs. 189, 0%
Rs. 2,097, 4% / Rs. 256, 0%
: Rs. 797, 1% Rs. 1,948, 4%

Rs. 841, 2%




Mark-up Income Vs, Cost of Fund (Rs. in billion)

B Mark-up Income
Cost of Fund

8.6 B4
7.6
6.7 6.8
s I o/ I'

2013 2012 2011 2010

Revenue Composition (Rs. in million)

B Net Interest Income
B Non Interest Income
1,871

1,325 1,185
1,065
I w i‘31 I

2013 2012 2011 2010

| VAAVAV.6 SNARVARLY SN
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Statement of Financial Position
as at December 31, 2013

ASSETS

Cash and balances with treasury banks
Balances with other banks

Lendings tofinanclal institutions
Investmaents - net

Advances - net

Operating fixed assets

Defarrad 1ax assels - pot

Othar assets

LIABILITIES

Bills payable

Borrowings

Deposits and other accounts
Sub-ordinated loans

Liabllitles agsinst assets subject to finance lease

Deferred 1ak llabilities
Other lishilities

NET ASSETS

REPRESENTED BY

Chare eapital

Discount on lssue of right shares
Reserves

Converhible preference sharas
Accumulated loss

Surplus on revaluation of assets - net of tax

CONTINGENCIES AMD COMMITMENTS

Mote

s WD O

11

20

21

P

The annexed notes 1 to 45 and Annexure | and Il form an integral part of these financial statements

L
_74}?‘".## e

;hwmm —-L«w.‘ﬂ*

AL

Azmat Tarin
Prasident & CEQ

Munnawar Hamid, OBE

Chasrman

Tarig Igbal Khan
Lhirecior

December 31, Decamber 31,
2013 22
(Restated)
Rupass in '000
5,361,695 4,006,569
226,184 BE, 002
446,859 5602423
14,853,257 12,734,998
58 088,439 458 060,494
4,691,552 4637934
3839078 3,605,041
6,293,252 §,347.733
91,800,316 “B%,080,494
2,747,100 1,978,549
11,381,975 11,376,781
69,433,452 | 689,050,447
1,562,301 1301004 |
85.125,128 83,707,785
6,675,138 3,372,709
26,716,048 26,716,048
(13,284,674 (13;284,674)
162762 162,782
2,200,000
19,526,845] {2381,451)
6,167,287 5214885
407,901 160,024
65,675,188 5.372.709
e P
Humayun Bashir

[iractor




Profit and Loss Account

for the year ended December 31, 2013

Decambear 31, Decernbear 31,
2013 20712
Mots Rupees in '000
Mark-up / return / Interest earned 24 7,622 425 8,583 585
Mark-up / return / interast axpansed a5 | (562,669 | 16.681,338))
MNet Marl-up [ Interest Income 2159,756 1,502,228
(Frovision) / reversal against non-perfforming foans and advancas - net 113 (920,346 158472
Provision against consumer financing - net 11.3 (142,047 (46,921}
Recovery agalnst written off loan 6,214 514,731
Provision for diminution in the value of investments - net 10.14 - (20,398}
impairment 1in the value of investment 10.11.1 (76,879 (22,093}
Bad debis written off directly 115 : (423) | (3389
(633,475) 580489
Met mark-up [ intarest income after provisions 1,526.281 ZAB2TNT
NON MARK-UP [ INTEREST INCOME
Fee, commission and brokerags ncoms !._553.;!47;' T ‘t']ﬂ47?'
Dpvidend income 63401 33,767
Income from dealing In forean currencias 215,589 209,841
Gain on sale of securities - net 25 165,917 84,381
Unrealized {loss) / gam on revaluation of investments - held-for-trading 1601 11,431 50,346
Dther Income 17 | 279,610 | 165,304
Total nen-mark-up [ interest income 1,324,580 __ 1,064,666
2,850,861 3,547,383
MON MARK-UP / INTEREST EXPENSES
Administrative expenses 28 _rﬂ-A_-D}_ 7| ' "L:‘;:E ’E-:SS_‘.iF
Cither reversal / (provision) / {write offs) - net 7a 112,449 148,500
Other charges aa [ {83,461) [ (11,593}
Total non-mark-up / interest expenses _ [4.378,939) _14.076,6521
(1,528,078) (529,269}
Extra ordinary / unusual items -
LOSS BEFORE TAXATION (1,528,078) {529,259}
laiation - Current -
= Frior - 92,322
- Deferred | 3N,516] 22676
31 371516 :
LO55 AFTER TAXATION _ {1,158,582)
Rupees
Loss per share - Basic and Diluted az (0.43) {0,131

The annexed notes 1 to 45 and Annexure | and [ form an integral part of these financial statements.

_.%}'WHF S w _L,,‘M‘;j ‘T;,% V) }f,,«.;;" _ I" N — i -

Azmat Tarin Munnawar Hamid, OBE Tarig igbal Khan Humayun Bashir
President & CEG Chalrman Director Directar
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Statement of Comprehensive Income
for the year ended December 31, 2013

December 31, Decamber 31,
2013 2012
(Restated])
Mote Rupaas in "000
Loss after taxation (1,156,562) (344.271)
Other comprehensive income
itermns that will not be reclassified to profit and loss account
Rereasurement of defined banefit plen - net of Tax 35.12 11452 17,923
Related deferred tax {4,008) (5,273)
4.1.2 7444 11,650
Comprehensive income transferrad to equity (1,149,118) (332611)
Components of comprehensive incoma not reflected in equity
Surplus on revaluation of assers - net 381,348 B4.248
Dieferred tax llability on revaluation of assets (133:471)] {46,863)
247,877 37,385
The annoxed notes 1 to45 and Annexure | and [ form an integral part of these financal staternents
] l( ‘ \T--ﬂ I ,ﬂ‘ l'r‘I -lll'\.—‘——_ .-‘1\_ e
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Azmat Tarin Munnawar Hamid, OBE Tarig Igbal Khan Humayun Bashir

Prasident & CEQ Chasrman Diirecior [iractor




Statement of Changes In Equity
for the year ended December 31, 2013

Share Discounton | *Statutory | Convertible | Accumulated Total
Capital Issue of Prefarence Exquity
Shares Shares
Nots Rupaes in 000
Balance as at January 01, 2012 as previously reportad 26,716,048 [13,284.674) 138013 3055519 5515868
effect of change in acoaunting policy 413 . - - § 7.274 7274
Balance as a1 January 07, 2012 - Restated HET1E048  [13,284.674) 1313013 {3.047.345) 5523142
Total comprahansive income for the year 30712
loss after tax for the year ended December31, 2012 - - [344 271) {344 271)
Other coriprebenshve Income - Restatad 4,13 11,650 11650
Total comprehensive incomae far the year 2012 - - 332,521} (332621)
Transfer from surpius on revaluation of fleed aguets
on accownt af incremental depreciation -net of tax 213 - - 3720 3720
Transfer fram surpius on revaluatson of fived assets on
acoount of dispasal af assets FE 444 [ 8
Transfer to statutory reserve I3, 748 [E3,743) ) ]
- 4 23748 & {1,585) 12,164
Balance as at Decembar 31, 2012 - Restatad 26716048 (13284674 182762 {338 A51) 5213685
Total comprehensive income for the year 2013
Loss after tax for the vadr ended Decemberd1, 2013 (1 A5E562) (1,156,562
Other comprehensive Income 7 ddd 744
Total comprehensive incame for the year 2013 . . . (1748158} 11,148.118)
Tramsfer from surpius on revaluation of fived sseets
an eccount of intremeantal deoreciation - net of tax 213 - - - 2,780 3,720
Convertible preference shares issued H 2,200,000 2300600
2200000 3720 2203720
Balanca as st December 31, 20713 26,716,048  [13284674) 162762 2,200,000 {2,526849) 6,267,247

" Statitory ressrved reprassnt amount set avde as per régquirenients of saction 37 of the Banking Companies Ordinance, 1963,

The annexed notes | to45 and Annexure | and 1 form an integral part of these finanoal statements
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Azmat Tarin Munnawar Hamid, OBE Tarig igbal Khan Humayun Bashir
President & CEG Chalrman Director Directar
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Cash Flow Statement
for the year ended December 31, 2013

December 31, Decemiber 31,
2013 2012
Mote Rupeesin '000
CASH FLOWS FROM OPERATIMNG ACTIVITIES
Loss before taxation (1,528,078) (529,265)
Less : Dividend Income (63.401) (53.767)
“(1591479) (583,036)
Adjustments for non-cash items
Depreciation 7 ' 40?.0?5 :ETQ
Amortization of intangible assets 123 B5499 75,683
Amortization of premium on investment 16305 | 81,135
Provision / (Reversal) agamst non-performing loans and advances - net 113 420,346 | (158,479)
Provision against consumer finandng - nat 113 142,041 46,52
Provision for diminution in the value of investment 10,74 = || 20,308
Impairment in the value of investment 76,879 | 12,083 |
Unrealized (gain) / loss on revaluation of investments - held-for-trading 101 1431 (50,346)
Other reversals 23 (112,449) (148.500)|
Galn on sale of operating fixed assets 27 [ (56378 [ {22,884
980,851 253351
(610,628 (32%,685)
Decreasa / (Increase) in operating assats
Lendings to financial insttutians 5,155,564 | _:.'!.Sﬁ' 1.620)
Met investrments.in held-for-trading secumties (994.643) 11,212L.535)
Advances (5,083,185 | 532612
Othor assets (excluding advance 1axation) JAT.611 | L1, 285,256
|534,653) (4,725,788
Decrease in operating liabilities
Bills payvahle [ 7emas1| T 259,093
Bommawings 5,194 | {6,404, 505)
Deposits 383,005 4,978,539
Other lizbilibes 260,293 (152,636)
1417343 (1,275,905)
471,062 18,236.383)
Income tax pald (100,578) (92,953)
MNet cash flows from operating activities 171,484 (6,429.336)
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Azmat Tarin Munnavrar Hamid, OBE Tarig lgbal Khan Humayun Bashir
President & CEQ Chalpman Direcior Diiractor




Cash Flow Statement

for the year ended December 31, 2013

Decambar31, December 31,
2013 2012
{Restated)
Mote Rupees in '000

CASH FLOWS FROM INVESTING ACTIVITIES
Met investment In avallable-for-sale securities {833,263} 29232135 :
Met investment in held-to-maturity securities - 3,387,571
Diviclend received 61,546 | 54,588
Investments in cperating fixed assets - net (257 338} 62,502
Procesds on disposal of operating foed assels 145 152,879 | 110,061
Met cash flows from investing activities (876,176} 5,991,443
CASH FLOWS FROM FINANCING ACTIVITIES
Issuance of convertible preference shares 2,200,000
Met cash flows from financing activities 2,200,000 -
Increase / [Decrease) in cash and cash equivalents 1,495,308 (437 R3]
Cash and cash equivalents at the beginning of the year 4,092,571 4,530,464
Cash and cash equivalents at the end of the year a3 5,587.879 4,092,571

The annexad notas 1 to 45 and Annexure | and Il form an integral part of these financal statements.
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Notes to the Financial Statements
for the year ended December 31, 2013

1.2

13

22

STATUS AND NATURE OF BUSINESS

Silkbank Limited ("tha Bank") was Incorporated In Pakistan on April 04, 1994 as a publlc limied company undar the Companlies
Oreinance, 1584, The Bank commenced commercial operations on May 07, 1995, The Bank's shares are quoted on ail the Stock
Ewchanges in Pakistan. The Bank is engaged in banking services as described In the Banking Companies Ordinance, 1962 The Bank
ocperates through 88 branches (3012: 85 hranches) includmg 10 (2012 7) Islamic banking branches n Fakistan with the registened
office located at Silkbank Bullding, |, |, Chundrigar Road, Karachi, The short term-and long term credit rating of the Bank rated by
JCRAAS Credit Rating Company Limited tn July 2013 i5 'A-2" and A respectivedy,

felajerity shareholding (32.408%) in the Bank as on December 31, 2013 15 held by a consortivm comprising of International Finance
Corporaton (IFC), Momura Eurapean Investment Limited, Bank Muscat 5.A.0.G and executives of the Sinthos Capital Advisors Limitad.
#5 g result of possible conversion of convertible preference shares (a5 described below and in note 20§ and unsubsoibed rights
issug, the majority sharehalding in the Bank may change 2t the tme of conwversion af preference shares to ordinary sharesand /ar
subscription of right shares,

The State Bank of Pakistan (SBP) vide BSD Circular No. 7 dated Aprdl 15, 2005 set the Minimum Capital Reguiremeant (MCR) for Banks
of s, 10 billion (net of losses) to be achieved by December 31, 2013, The Banlks ara also required to maintain a Capital Adeguacy
Ratio ({CAR) of at least 10% of the risk welghted assets of the Bank. The capital of the Bank (net of lasses and discount on shares) as
of December 31, 2013 amounted to Bs, 3.5 billion excluding general reserves of Rs.163 million and convertible preference share of
Rs2.3 billion, The shortfall at year end amounted to A 6.1 bilkon. The Bank had lssued rght shares at a discount in 2010 1o generte
ret capital of Rs. 7 billion, however, the nght issue had partly remained unsubscribed and at present the Bank has unpaid rights of
Rs. 2.572 billion

In order to meet the abeve shartfall and improve the financial condition of the Bank, the Bank and Sponsors of the Bank have taken
the following steps:

Issuance of Convertible Preference Shares

InMarch 2013, the Bank issued 880 milhon Convertible Preferemce Shares {CPS) amounting to Rs. 2.2 bullon subject to condiions
s fully disclozed in note 20 to the financial statements, 58P vide its letter Mo, BBRD/CS/2200/13 dated March 13, 20713 has allowed
the Bank to treat CP5 as Tler-1 capltal for CAR purpose only, As a resull of this lssuance, the Bank's eredit rating and CAR has improved,
Secuntias and Exchanga Commission of Pakistan (SECP) has also granted the Bank 2 three year extension for subscription of the
nghts, in fime with the tenor of the Convartible Preference Shares.

Financial Projections

The Bank has prepared five years financal projections for the purpose of setting future course of achion. These projections envisaged
adlditional capital infection through equity and sub-ordinated dabt into the Bank and reflect future profitable sperations based on
various core assumptions stch as the sale of non-banking assets acauired in satisfaction of claims, Musharaka transactions, growth
of deposits and consumer advances, investment returns, future loan losses, interest rates, cost of funds ete

Relaxation by State Bank of Pakistan (5BP)

The SEP has granted extension to the Bank in comphying with MCR and CAR requirements until December 21, 2013 vide their letter
Mo, BPRD /5 /2900 / 13 dated March 13, 2013, The Bank wids letbar No. (5375 has requested 5BP for furthar extension of relaxation
termeet the CAR and MCR reguirements tll March 31, 2004 and fune 30,2014 respactively, Management is confident thatappropnate
extension / approval In meeting the aforementioned regquirerments In MCR and CAR will be recelved shortly fram SBP,

Based on above the Bank's managemant and the Board have made an assessmient and are satisfied that the Bank has adequate
resources to cantinue its businass in the foreseeable future and therefarg, have prepared these financial statements an & Going
concern besis. In making such assessments, the Board has taken into account matenal uncertamties with respect to events or
conditlans that may impact the recapitalisation plan of the Bank and conseguently, its sustainability in the future

BASIS OF PRESENTATION

In acenrdance with the directives of the Federal Government regarding the shifting of the banking systerm ta lslamic modes, the
Stat= Bank of Paklstan (SBP) has issued various circulars from time to time. Permissible forms of trade-redated modes of financing
include purchase of goods by bank from their customers and immediate resale to them at appropriate madeup in price on deferred
payment basis. The purchases and sales arising under these arrangements are not reflected in these finanoal statements as
such but are restrictad to the amount of faclity actually utlized and the appropnote portion of mark-up theraon,

These financial statements have bean praparad in Pakistani Rupse which is the reporting and functional currency.




Notes to the Financial Statements

for the year ended December 31, 2013

23 The financiat rasults of the [slamic Banking branches have been consolidated in these financial statzmaants for reparting purposes,
after eliminating material intar-branch transactions / balances, Koy finanoal figures of the [slamic Banking branches ara disclosed
in-Annexure | to these financal statements,

3 STATEMENT OF COMPLIANCE

These financial statements have been prepared in accordanca with approved accounting standards as applicable in Pakistan, Approved
Accounting Standards comprize of such International Financial Repoiting Standards (IFRS! ssued by International Accounting
Standards Board {|ASR) and [slamic Financial Accounting Standards {IFAS} issued by the Institute of Chartered Accountants of Pakistan
(ICaP) as natified under the Companies Ordingncs, 1984, the Banking Companies Ordinance, 1962 and the provisions of and directives
issued by the State Bank of Pakistan (S6P) and Securities and Exchangs Commission of Pakistan (SECP), In case requirements differ,
the prowvislons of Companies Ordinance, 1984, Banking Companies Ordinance, 1962 or the reguirement of sard directives shall prevait,

The State Bank of Pakistan has deferred the applicability of International Accounting Standard (A5} 35, 'Fnancial Instruments:
Recogritian and Measurement' and 185 4, 'Investment Property’ for Banking Comparnees through B30 Ciroular Mo, 10 dated August
26, 2002, The Securities and Exchanges Commussion of Pakistan (5ECP) has deferred applicability of IFR5-7 "Financal Instruments:
Disclosures” on banks through 5.R.0 41101} /2008 dated April 28, 2008, Accordingly, the requirements of these standards have not
been considered in the prepamtion of these finanoal staterments. However, investments have been classified and valued in accordanoe

Wwith the requiraments prescribed by the State Bank of Pakistan through-various circulars.

|FAS 8, 'Operating Segments’ s effective far the Banld's accounting period beginning on orafter January 1, 2009, All banking companies
in Pakistan are required to prepare thelr annuzl financial statements i hne with the format prescribed under 850 Circular Mo, 4 dated
Febrnmry 17, 2006, 'Revised Forms of Arnual Financial Statements; effective from the accounting year ended December 31, 2006
The management of the Bank believes that as the 562 has defined the segment categorisation in the above mentioned circular, the
SBPF reguirements prevail over the reguirernents specfied in IFRS B. Accordingly, segment information disclosed in these financial
statements ks based an the requirements lald down by the State Bank of Pakistan

4 ETANDARDS, AMENDMENTS AND INTERPRETATIONS OF APPROVED ACCOUNTING STANDARDS
41 Standards, amendments and interpretations to published approved accounting standards that are effective in the current year

The following standards, amendments and interpretations are effective for the accounting periods beginning on arafter January
1, 2013, However, these are either not relevant to the Bank's operations or are not expected to have slanificant impact on the Bank's
financial statemants other than certain additional disclosures

- Amendments to lAS 1 - Presentation of Finanoal Statements — Clanfication of Requiremeants for Comparative information,
- Amendments 1o 155 16 - Property, Plant and Equipment - Classification of servicing equipment.
- Amendments to 1AS 32 - Financial Instruments;, Presentation - Tax effects of distributions to holders of an equity instrument, and
transaction costs of an aguity transaction.
- Amendments to 145 34 - Intenm Fmancial Reporting - Intenm reporting of segment mformation for total assets and total liabilites.
WFRIC 20 - 5trippmng Costs in the Production Phase of a Surface Kine,

In addition to above, following amendments to following standards are alse effective from accounting penod beginning on or after
January 01, 2013 that have an impact on the Bank’s financial statements for the vear as discussed in the ensuing paragraphs. These
changes are cansidered as changs in accounting policy.

41 IAS 1 - Presentation of Financial 5tatements - Presentation of items of Other Comprehensive Income

The amendments to 145 1 change the grouping of Items presented in ather comprehenshyve incame (OC1. [tems that could be
reclassified (or recycled] to profit or loss at a future point In time (for example, net gains on hedges of net Investments, exchanoe
differences on tranzlation of foraign operations, net movements on cash flow hedges and net losses or gains on avaiable-for-sale
financial assets) would be presented separately frem rtems that wall never be reclassthed (for example, actimrnal gams and loszes an
defined benefit plans), Income tax an items of other comprehensive income is required to be allecsted on the same basis, 1.8, the
amendmeants do not change the option to presant itemis of other comprehansive income either before tax or net of @ The
amendrments require retrospective application. The Bank has modified the presentation of the item of OCI in its Statement of
Comprenensive Income.

4.1.2 IAS 19 - Employes Benefits (as revised in 2071)

The Bank has applled 14519 Employes Benefits and the related consequential amendments forthe first tms. 145 19 changes the
accounting for defined benefit plans and termination benefits: The most significant chanoe relates to the accounting for changes
in defined benefit obligation and plan assets, The amendments require the recognihon of changes in defined benefit obligations
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and In the fairvalue of plan assats when they occur, and hence aliminate the ‘corridor approach’ parmitted under the previous
varsion of 1AS 19 and aceelarate the recognition of past service costs, All actuarial gains and lessas are recognised irmmediately
threugh Other Comprehensive income in order for the net pension assot or iability recogrised in the statemant of financial positon
1o reflect the full value of plan defict or surplus, Furthermore, the [nterest cost and expectad return on plan assets used in the
previeus version of 145 19 are replaced with a ‘'net interest amount, which 1z alculated by applying the discount rate 1o the net
defined benefit llabllity or asset, These changes have an inpact on the amounts recognised in profit or loss and other comprehensive
Income in prior years, In-addition, 145 1% introduces certain changes in the presentation of the defined bencfit costincluding more
extensive disclosuras.

Specific transitional provisions are applleabile to fivst-time appleation of 185 19 The Bank has applied the relevant trangitienal
provisions and restated the comparatives on the refrospective basis in accordance with [AS 8 Accounting Policles, Changes in
Accounting Estmates and Errars, The Bank has not presented third vear statement of financial position due to aboeve changes as
the impact on third year [s immaterial, Tha Effect of retrospective application of change in accounting palicy is as follows:

____Asat Decambar 31, 2012 As at December 31,2011
As previously  Adjust- As As previously  Adjust- As
Raportad meant Rastated Reported ment Rastated
Rupees in '000 Rupees in 000
Effect on statement of financial position
(Orther assets 9,318,620 29,113 9347733 1229 M3 11,190 7240853
Decrmase in deforred tax asset 3,615,231 (10,190) 3,605 041 3588417 (3217} 3,565,500
Arcumulated loss (8,400,375) 18924 (8.381.451) (2054519) 7374 [B047.745)
¥ ear eanded Year ended
December December
31,2013 31,2012

Rupees In "000

Effects on statement of comprehensive income

Actuarial gains reclassified to other comprehensive income - net of tay 7,444 11,650
4.2 Standards, amendments and interpretations to published approved accounting standards that are relevant and not yet
effective

The follawing standards, amendments and interpretations of approved accounting standards are effective for accounting periods
beginning on or affer January 01, 2014, However, these are gither not relevant ta the Bank's cperations or are not expected 1o have
significant impact an the Bank's financial statements other than certain additional disclosures.

Amendrments to [45 32 Financdial Instruments: Presentation - Offsetting finandial assets and financial liatilities
IAS 36 Impairrment of Assets - Recoverable Amount Disclosures for Non-Financial £ssets

IFAS 3 - Prafit and Loss Sharing an Deposits

IFRIC 21 - Levies

Other than the aforesaid standards, interpratations and amendments, the Intemational Accounting Standards Board (1458) has also
issued the following standards which have not been adopied locally by the Securities and Exchange Commission of Pakistan:

IFRS 1 - First Time Adoption of Intermnational Financlal Reporting Standards

IFRS & - Financal Instruments

IFRS 10 - Conselidated Financial Statomeants

IFR% 11 - Joint Arrangements

IFRS 12 — Dusclasure of Intarasts in Other Entities

IFBS 13 — Fair Value Measurament

I1AS 27 Revised 2011) - Separate Financial Statements due to non-adoption of IFRS 10.and IFRS 11

185 28 (Rowised 2017) - Investments in Associates and Joint Ventures due to non- adoption of IFRS 1 0and IFRS 11
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5 BASIS OF MEASUREMENT

These financial statements have been prepared under the historical cost convention except that certain fixed assets are stated
at revalued amounts and certain investments and dervative financial instruments have boen marked to market and are carriad at
fair value.

5.1 Use of critical accounting sstimates and judgments

The preparation of financml statements in conformity with approved accounting standards requires management 1o make
judoments, estimates and assumptions that affect the application of pollcies and reported amounts of aszets, [izbllites, iIncomes and
expenses, The estimates and associated assumptions are based on histoncal experience and various other factors that are believed
to be regsonable under the circumstances, the result of which form the basis of making the judgments sbout carmymng values of
assets and Habilitles that are not readllly apparent from other sources, Actual results may differ fram these astimates, The astimates
and underlying assumptions are reviewed on an ongoing basis.

Revisions to accounting estimates are recoanized in the penod in which the estimate 3 revised iFthe revision affects only that
period orin the period of the revision and future periods if the revision affects both current and future periods,

The areas where various assumptions and estimates are significant to the Bank's financial statements or where judgment was sxercised
in application of sccounting policies are as follovs:

51.1 Provision against non-performing loans and advances and debt securities

The Bank reviews its loan portfolio and debt securities classified as investmants to assass the amount of non-performing foans and
advances and debt secunties and prowvision required there-againston reguiar basis. While assessing thisrequirement, various factors
including the delingueancy In the accaunt, financial position of the borrower, the forced sale value of securities and requirements of
the Prudential Requlations are considered. For portfolic impairment pravision on consumer advances, the Bank fodlows the general
provision requirerment set out in Prudential Regulations issued by the State Bank of Pakistan.

5.1.2 Fair value of derivatives

The fair value of derfivatives which are not guoted in active markets are detormined by using valuation techniques. The valuation
techrigues take ints sccount 1he relevant interast rates in-affect 5t the reporting date and the ratas contractad,

513 Classification of investments
In ciassifying investmants the Bank follows the guidance provided In 5BP circulars:

Invastrments classified as held for trading, are secuntigs which are acguired with an intention to trade by taking advantadge of
short term market / interest rate movenments and are t be sold within 90 days of acquisibon.

Investrnents classified as ‘held o maturty' are non-dervative financial assets with fhoed or determinzble payments and fivec
maturity, In making this judgment, the Bank evaluates its intention and ability to hold such investment to matunty.

The investments which are not classified as 'held for trading' or 'held to maturity’ are classified as 'available for salel

5.1.4 Impairment of ‘available-for-sale' equity investments

Thie Bank determines that ‘available-for-sale’ cquity Investrments are impaired when there has been a significant or prolonged decline
in the fair value below its cost, The determination of what is stianificant or prolonged requirss judgment, In making this judgment,
the Bank evaluzstes among other factors, the normal volatility in share pnee. In addition, the impairment may be appropriate when
there is an evidence of deterioratian in the financial health of the invested industry and secter performance, changes in technology
and operational/financal cash flows,

51.5 Staff retirement benefits

The liability of the defined bengfit plan (gratuty! 15 determined using actuarial advice using the Projected Unit Credit Methord. The
actuanal valuation invalves making assumptions about discount rates, expected rates of returns on assets and future salary incraases,
which have been disclozed in note 35, Lctuarial assumptions are antity's bast astimates of tha variablas that will determine the
ultimate cost of providing post-employment benefits. Changes in these assumphons in futurs vears may affect the liability / asset
under the plan in those years,
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5.1.6

51.7

6.1

6.2

6.2.1

6.2.2

6.3

6.2.4

6.3

Incomea taxas

In making the estimates for income taxes currently payabte by the Bank, the management looksat the current inconte tax law
and the decisions of appellate autherities on cartain issues In the past. For recavery of deferrad tax asset recognized on unused
2 losses, the management projects and deterrmine future taxable profit that are probable and will be available againstwhich these
unused tax losses can be utihzed,

Dapraciation, amortization and revaluation of operating fixed assets

In making estirates of the depreciatlon f amortization method, management uses the method which reflects the pattern in which
economic benefits are espected to be consumed by the Bank, The method appled 13 reviewed at each financal year end and if there
is & change in the expected pattern of consumptlon of the future economic benefits embodied in the assets, the method 15 changed
o reflect the change in pattern. Such change is accounted for as change in accounting estimates In accordance with international
Accounting Standard - 8, "Accounting Pollcies, Changes in Accounting Estimates and Errors”. Further, the Bank estimates the revalued
armount of land and building on a regular basis. The estimates are based on valuations carried out by mdependent professional
yvaluers under the market conditions.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted in the preparation of these financial statermants are cansistent with those appliad in the prepamtion
of the financial statements of the Bank for the vedr ended December 21, 2012 sxcept as stated in note 41 Sigrificant accounting
policies are enurnerated as follows:

Cash and cash-eguivalents

Cash and cash equivalents compnise cash and halances with treasury banks, balances with other banks in current and depost
accounts

Lendings to / borrowings from financial institutions

The Bank enters inte transactions of borrowing (re-purchase) fram and lending {reverse re-purchase) 1o financial institutiens, at
contracted rates for a specified period of time. These are recorded as under:

Salz under repurchase okligations

securities sold subject to 3 re-purchase agreement [repa) are retained in the financial statements as mvestments and the cournter
party liability 15 mcluded in bomrowings from finandal institutions. The differential in sale and re-purchasze value is aocrued over the
perod of the agreement and recorded as an expense

Purchase under resale obligations

Socurntias purchased under agrasment to rasell (reverse rapa) are included in l2ndings to financial instmutions, The differantial
between the contracied price and resale price 15 amortized over the perod of the agreement and recorded as iIncome,

Other lendings
Other lendings include term lendings and unsecured lendings to financial institutions,

All lendings are stated net of provision. Mark-up / interest income on such lendings 15 recorded on time proportion basis using
effective interest rate method except mark-up on impaired/delinguent lendings, which are recognized on receipt basis.

Other borrowings

Oither berrewings including borrowings from SBP are recorded at proceeds recenved. Mark-up expense on such Borrowings is charged
o the profit and loss account on time proportion basis using effective Interest method

Trade and settlement date accounting

All "regular way" purchases and sales of financlal assets are recognized on the trade date, Le. the date that the Bank commits to
purchase or sell the asset. Regular way purchases or sales are purchases or sales of financial assets that require delivery of assets
within the time frmme generally establisheéd by ragulations or conventians in the market place.
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6.4 Investmants

The Bank classifios its investments as follows:
a) Held-for-trading

These are securities, which aro sither acquired for gencrating 2 prafit from shart-term fluctuations in market pricés, intemst ate
movements, dealers margin or afe secunties Included in a portfalio in which & patiern of shart-kerm profit raking exists.

k) Held-to-maturity

Theose are sccurites with fixed or determinable payrments and fixed matunty in respect of which the Bank has the positie intent and
ablity to hold to maturity,

g} Available-for-sale
These are investrments, other thap those In associates that do not fall under the "hald-for-trading” ar "heldto-maturity” categories
6.4.1 Initial measurement

Investments are inially recogrized at acquisitisn cost, which in the tase of investrent other than "held for trading) includes
transaction cost assooated with the investment.

6.4.2 Subseguent measurement
Held-for-trading

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

Held-to-maturity

These are measured at amortized cost using the effective interest rate mathod, less any impairment loss recognized to reflect
ifrecoverable amounts

Available-for-sale

Quoted-secunties classified as available-for-sale investments are measured at subseguent reporting dates at far value Any surplus
! defieit arfsing thereon |s kept in a separate account shown in the statement of finandal poesitien below equity and taken fo the
profit and loss account when actually reslized upon dispasal or whan the investment is considered to be impaired.

Unguoted eguity securities are valued at the lower of cost and break-up value. Subsequent increases or decreases in the carrying
walue are credited or charged to profit and loss account. The break-up value of these equity secunties is caloulated with reference
to the net assets of the investes company as per the latest available audited financial statements, Investments in other unguoted
securities are valued at cost lass impairment losses.

643 Investment in associates

Ivestment in associates in which the bank has significant influence, but not control, over the finanoal and operating policies are
accounted for using the equity method.

Companias where there are commaon directors but the Bank does not have significant Influence are accounted for as ordinary
Investments.

6.4.4 Profit and loss on sale of investrments 15 included inincome curmantly.

6.4.5 Provision for diminution in the valuas of securitios (except participation term certificates and term finance certificates) is made after
considering impairment, if any, in their value. iImpairment 15 recognized when theres 15 2n ohjective evidence of significant and prolong
decling in the value of such securities. Provisions for diminution in value of debentures, participation term certificates and term
finance certificates are made as per the Prudential Regulations (ssued by the State Bank of Pakistan,

6.5 Advances

Advances are stated not of specific and genaeral provisions. Specific and general provision against advances is detarmined on the
basis of Pruclential Regulations and other dirgctives issuad by the 58P and charged to the profit and loss account. General provision
is maintained at 1.5% of the fully secured consumer portfolio, and 5% of the unsecured consumar portfolie. Advances are written
off when there are no realistic prospects of recéwvery.
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6.5.1

6.5.2

6.6
6.6.1

6.6.2

6.6.3

6.6.4

6.6.5

Murabaha

Furnds disbursed for purchase of goods are recarded as Advanca for Murabaha® On culmination af murabaha, Le, sale of goods 1o
customers, murabaha financings are recorded at the deferrad sale price net of prefit. Goods that have been purchased but remainesd
unsold are recorded as imentories. Profit Is recorded at the time of sale of goods under murabaha as deforved income and is Included
in the amount of murabaha financing. Profit = taken 1o the profit and loss account over the perod of the murabaha

Musharaka

This Is a partnership whereby twa of mere persans commingle cither their money or work or obligations to earn a profit ar a yicld
or appreciation in value according to a mutually agread prefit sharing formula and to share the loss, If any, according to their
proportonate shargs in the Musharaka, Or ar rore partnen(s) may be assigned the responsibility of management of the Musharaka,
against a higher share in the profits,

Operating fixed assets
Property and equipmeant
Owned assets

An item of property and equipment s inally recogmzed at cost which 15 equal to the fair value of consideration paid at the ime
of acquisiton of construction of the asset.

Measuremeant subsequent to initial recognition

Fraperty and equipment ather than land and buildings are stated at cost less accumulated depioation and acoumulated impairment
lasses (if amy). Cost Includes expenditure that is directly attributable to the acquisition of fixed assets,

Lared is stated at its revalued amount whereas bulldings are stated at revalued ameunt less aceumulated depraziation and accumulated
Impairmant lossaes (f anyl.

Subsequent costs are included in the asset’s camying amount or recognized as a separate asset, as appropnate, only when it is
probable that future economic benefits assoclzted with the item will Tlow to the Bank and the cost of the ftem can be measured
reflalaly. Malntenance and nonmal repairs are charged to income as and when incurred. Major renewals anel improverments are
copitalized and the assats so roplaced, IFany, are retirsa.

Surplus arising on revaluation s credited to the surplus on revaluation of fived assets account. Defict ansing on subsequent
revaluation of fiwed assets is adjusted against the balance in the above-mentioned surplus account as allowed under the provisions
of the Companias Orelinance, 1584 The surplus on revaluation of fled assets to the extent of incremental depréciation charged ah
the melated assets is transfermad to equity.

Gains or losses on disposal of assets are taken to income currently, cxcept that the related surplus on revaluation of feed asset (net
of deferred 1aw) |s transferred directly to Unappropriated profit/ accumulated loss

Daepraciation

Bepreciation is computed over the useful lives of the related assets under the straight ine method. Deprecation on additons andd
deletions during the year is charged for the proportianate period with respect ta number of months during which the assets rermained
in use_Same bamsand estimates for depreciation are applied to owned assets and assets subject to finance lease.

Useful lives-and residual values of assets are reviewed at each reporting date, and adjusted if impact on depreciation is significant.
Capital work-in-progress

Capitzl work-in-progress |s stated at cost less accumulated impalrment losses (if any), Caprial work-ih-pragress 15 transferred to
refevant category of property and eguipmant as and when the assets become available for use

Intangible assets

Thiasa Include computer softwane and are recorded initialhy at cost and subsequently carrled at cost less any accumulated amortization
and accumulated Impalrment losses, T any,

These are amortized over their finite useful lives and amartization is charged to income using the straight line rethod. Amortzation
is charged from the month of acquisition. The useful lives and amartization method are reviewed and adjusted, If appropriate, at
each reparting clate,

Costs assoclated with malntaining computer software are recognized as an expente when incurred
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6.7 Incoma tax

Income tak expenss comprses of current end deferred tax. Income tax sxpensa s recagnized in the profit and loss account except
to the extent that it refates to iterns recognized direcily in equity, in which case it s recognized in eguity,

6.7.1 Currant

Prowvizion for current taxation is based on taxable income for the year determingd in accordance with the prevailing taws for taxation
an mcame earned, The chargs for the current ta s calculated using prevailing tax rates or tax ratas expectad toapply 1o the profits
for the year at enacted tax rates. The charge for the current tax also includes adjustments, where cansidered necassary relating to
prior years, ansing from assessments made dunng the year for such years.

6.7.2 Deferrad

Dreferred tax s recognized using the balance sheet liability method on all major termporany differences between the amounts attributed
1o assets and habilities for inancial reporting purposes and amounts used for Taxation purpases. In addition, the Bank also records
deferred tax asset on available tax losses. Deferred tax is calculated at the rates that are expected to apply to the period when the
differences reverse, basod on tax ratos that have hoon enacied or substantively enacted at the date of statament of financial position,

# deferred tay asset 1= recognized only 1o the extent that it is probable that future xable profits will be available against which the
asset can be uhlized. Doferred tax assets are reduced to the extent that it 14 no lonaer probable that the related tax benefit will ba
realized,

The Bank also recognizes deferred tax asset / llability on deficit / surplus on fevaluation of fised assets and securities which s
adjusted against the related deficit / surplus in accordance with the requiremnents of the Interinational Fecounting Standard (1A5]
12 "Incormie Taxes”

6.8 Impairment of nen-financial assets

At each reporting date the Bank reviews the carrying amounts of its non-finandal assets other than deferred tax asset to determine
whether there is an indication that those assats have suffarad an impalrment [oss, IFany such indication exsts,; the recoverablz
amount of the assets 15 estimated in order to deterrmine the extent of the mpanrnent foss, if any. Recoverable amount is the greater
of net seliing price and value in use, Whenever the recoverable amount of an asset s estimated to be less than its carmying
amount, the carrying amount of the asset s reduced to its recoverable amount and an impairment loss is recognized as an BpeEnse
mirnediately,

6.9 Provisions

Provisions are recognized when the 8ank has a legal or constructive obligation as a result of past events and it is probalhle that an
outflow of rescurces will be reguired to settle the ohligation and a refiabie estimate of the amount can be made. Provisions are
reviewsd at 2ach reporting date and are adjusted (o reflect the current best estimates

Provision against identified non-funded losses is recogmized when identified and reasonable certainty exists for the Bank to settle
the obligation, The loss is charaed to profit and loss account net-off expected recovery and is classified under other liabilities.

6.10 Staff retirement benefits
6.10.1 Defined contribution plan

The Bank operates an approved funded provident fund scheme for all its permanent employees. Equal monthly contributions are
made, both by the Bank and its employees, to the fund at the rate of 8.33% of basic salaries of emplayees,

6.10.2 Dafined benafit plan

The Bank operates an approved gratuity schemme for all its reqular employees. Beginning from January 01, 2005, the enttiement of
the empioyeas starts on completion of five years with the Banl. Prajécted Unit Cradit Acturial Cost Method has been used for actuarial
valuation.

Re-rmeasurameant caompanant, which is the net of actuarial gains and losses, 15 immediately recagnired in other comprahensive
income, whereas, service costs and net interest incoma/expense are changed to profit and loss account.

SILKBANK ~




Annual Report 2013

Notes to the Financial Statements
for the year ended December 31, 2013

6,12

6.13

6.14

6.15

6.16
6.16.1

6.16.2

617

6.17.1

Revenus recognition

Wlargeup return on advances and return on investmeants ara recogrized on accrual basis that takes in account effective yield on the
asset except in case of loans and advances classified under the Prudential Regulations issued by the SBF on which mark-up is
recognized on recelpt basis. Interest/ mark-up on rescheduled / restructured foans and advances and Investments |s recoanized in
accordance with the directives of SBP.

Frofit on sukuk is recognised on accrual basis,

Fee, brokerage and commissian income is recagnized on accrual basis,

Dividend incame is fecognized when the nght ta receive the dividend s established.

Gzain f loss anszle of iInvestments is credited / charged to profit and loss account curently.
Murabaha

Murabaha transactions are reflected as receivable at the imoiced amount. Howaver, the prafit on that sale revenue not due for
paymeant is deforrad by recarding a credit to the "Defeérred Profit Murabaha placement” aczount

ljara
In [jara the bank provides the assets an pre-agreed rentals for speofic tenures to the customers,
Musharaka

WMusharaka is a form of partnership in business with distribution of profit in agreed ratio and distribution of lossin the ratio of capital
Invesiad.

Men-Banking Assets acquired in satisfaction of claims (OREQ)

At the time of foan settiement non-banking assets are recognised at lowest market value {including transfer charges). The markst
value s determined after obtaining three valuations from the professional valuers included in the approved panel of Pakistan Banking
fssociation (PBA),

Prawvision against non perfomming loans and suspended markup income ls reversed on acqulsition of non-banking assets to the
extent of recoveries made. Further, recoverles agalnst previously witten aff loans through ORED are recognised a5 incaime in the
profit and oss account,

Subsequent 1o initial recognition, these are stated at lower of the camying value or current falr value / agreed price of such assets,
Gainz and losses on disposal ofnon banking assets are récognised in the profit and loss account at the transaction dats.

Foraign currencias

Forsign currency transactions

Transactions in forelgn currencies are translated to Rupaes at the forelgn exchangs rates ruling on the transaction date, Monetary
assets and liabalities in foreign currencies are expressed In Rupee terms at the rates of exchange rubing on the reporting date, Forward
foreign axchange contracts and foreign bills purchasaed are valued at forward ratss applicable to thesr raspective maturities. Mon-
rmonatary assets and labilites are transkated using exchange rates that easted whon the values were detormined.

Translation oains and losses are included in income currantly
Commitments

Commitrents for outstanding forward foreign exchange contracts disclased in these financial statements are transiated at forward
rates applicable to ther respective maturities: Contingent kabilities / commitments for letters of credit and letters of guarantes
denominated in foreign currencies are expressed in Rupee terms at the rates of exchange ruling at the date of the statement of
financizl position,

Financial instrument

Financial assets and liabilities

Firancial instruments carmed on the statement of financial position include cash and bank balances with treasury banics, balances
with other banks, lendings o financial institutions, investments (excluding investment i assocate), advances, certain other assets,
borrowings from
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financial institutions, depoasits, bills payable, and other liabilitias. The partcular recogrition miethods adopted for significant financial
assets and financial liabilmes are disclosed i the individual policy staterments assocated with them

6.17.2 Derivative financial instruments

Berivative financal nstruments are initially recognized 2t far value on the date on which the dervative contract is entered into and
are subseguently re-measured at fair value using valuation technigues, All derivative financlal instruments are carted as assets when
falr value |5 positive and labilites when fair value ls negative. Any change in the fair value of dervative financlal Instruments |5 taken
to profit and foss account.

6.18 Off-setting

Financial assets and fingnoial Hakulitizs are set-off and the net amount is reportad in the financial statements when there s lzoally
enforceable right to set-off and the Bank intends either to sattle on 3 net basis or torealize the assetand to sattle the imbilities
simultanaously,

6.19 Segment reporting

& segment is a distinguishable component of the Bank that is engaged either in providing products or services [business segrent),
orin providing praducts o services within a partlicular economic environment (geographical segment), which is subject 1o risks and
rewardds that are different from those of the other segmients. Segment infarmation [s presented as per the Bank's functional structure
and guidance of the 5BP, Following are the main business segments of the Bank:

6,19.1 Business segments
Whaolesale Banking

Deposits, trade and other l2nding activibes for corporates and fimancial institutions. It also inciudes the overall managament of
treasury of the Bank which entails management of liguidity and interest rate nsk of the bank,

Consumer { SVME Banking
Wealth management, deposits, mortgages, auto finance, unsecured lending and SME lending (including SME trade}

All gszets, liabilities, off balances sheet items, and items of income and expense are distnbuted in primary segments in accardance
with the core functions performed by the business groups

6.19.2 Geographiesl segment
The Bank conducts all its aperations in Pakistan.
6.20 Fiduciary assets

Azsers held in fiduclary capacity are not treatod as assets of the Bank in the statement of financial posltion,
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2.1

9.2

9.3

2.3.1
9.3.2

MNote
CASH AND BALANCES WITH TREASURY BANKS

In hand

Lecal curmancy
Foreign currencies
Mationzl prize bonds

With State Bank of Pakistan (SBP) in

|

Local cumency - cument account
Foreign currency - curment account
depasit account

With MNational Bank of Pakistan (MEBP) in

Local currency - current account

December 31,

2013

Cecemper 31,
2002

Rupeeas in '000

Deposits with SBP are maintained to comply with the statutory reguiremants of SBP issued from time 1o time.

BALANCES WITH OTHER BANKS

In Palkdstan
On Curment accounts

Outside Pakistan
On Current accounts

LENDINGS TO FINAMNCIAL INSTITUTIONS

Call money l2ndings L
Fepurchase agrasment lendings (Reverse repa) 9.3

FARTICULARS OF LENDING

In local currency

In foreign currencies

These carry mark-up rates Mil (2073 9.50% per annum}.

Securitias held as collateral against lendings to financial institutions

890,875 660,754
AI2A95 351.510
2033 43N
2418403 1,824435
402.812 281,724
1,165017 TR 727
60,060 60,807
5,361,695 4,006,569
37,058 25,384
189125 60,618
226,184 #6,002

- 200,000
445,859 5401423
446,859 o.602.423
46,859 5602423
6859  EE0I423

2012

3672067

1,628,541
3,700,478

2013
Held by Bank  Further given Total Held by Bank
as collateral
Maote Rupees in "000
Market Treasury Bills 83.1 - -
Fakistan Investrment Bonds 9.3.2 445,859 - 446,859
446,859 . 446,659

Further given
as coilateral

295 854

406,101
701,955

These have been purchased under the reszle agreements at mark-up rates Nil {2012: 7.46% to 9.83%:) per annum .

Total

3,967,961

AR
5,402,473

These have been purchased under the resale agresments at the marlkeup rates ranging from 10% to 10,05% (2072; %.40% 1o
11.15% ! per annum with maturities In January 2014,
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9.3.3 The market values of collateral held against reverse repurchase agreement lendings 35 of Dacember 37, 2013 15 Bs, 448 million.

10 INVESTMENTS - NET
Deécember 31, 2013 Decambear 31,2012
Held by Given as Total Hadd by Given as Total
Bank  collateral Bank collateral
MNote Rupeas in '000
10,1 INVESTMENTS BY TYPES:
Held-for-Trading Securities
Fakiztan Invastment Bands . A . 1,045 353: 473,528| 1,462,881
Iiarket Treasury Bills 02 | 2457524 - | 2,457,524 .
2457524 - 2457524 1,04%.353 413,538 145288
Available-for-Sale Securities
harket Treasury Bills 10.3 6079584 1,178797 7.258381| 123,984 5,601,047 5725025
Pakistan Investment Bonds 0.4 833018 -| 833018 - - :
GOP l|ara Sukubks 105 074,627 - | 074,637 3,137,830 | - 2,137,856
Units of Mutual fund - Closed end 1045 5405 - 5405 5405 - 5.405
Preference Shares - Listed 10,7 5,000 - 5,000 13,000 E 14, 000
Term Finance Certificates - Listed 108 169,695 - 169,695 320,174| - 320,174
- Linlisted 109 316718 - 316716 B0C 475 | 605475
SUkUKs 10,10 1,775 = | 11775 11,775} 1,775
Crdinary Shares - Listed 1'151'015. - [ 1,151,015 1,300,69%| 1,300,095
- Unlisted 042 | 5680| -]  S5680||  5680] 2 - | 5880
1011 10652515 1,178,797 11831312 5225048 5601047 11,126.08%
Held-to-Maturity Securities
Shares repurchase {fully provided) 74910 - 74,9710 74910 74,910
Imvestmient in associate 10.13 62,580 - 62,580 48032 48 033
Investmants at cost 13247529 1178797 19426326 6627343 oO0I4569 127119182
Less : Provisions for dirminution in
value of Investmants 1014 {86,563) . [B&.S563) [106.5871) (106,871)
Investments - net of provision 13160966 1178797 14339763 6590471 60145069 12605041
LInrealized |oss on revaluation of
myastments - held-for-trading (1:431) 8 {1,431
Surplus on revaluation of
Available- for-sale securities 111 514,925 - 514,925 j2g 857 129 857
Total Investments at market value 13,674460 1,178,797 14853257 5720325 6014569 12734698
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Decamber31, December 31
2013 02
MHote Rupees in '000
10.2 INVESTMENTS BY SEGIMENTS
Federal Government Securities __
Market Treasury Bills 10.3 | 9,715905 | 5725025
Pakistan Investmeant Bonds 1014 833.018 1,462 881 |
GOP |jara Sutwks 10.5 | 2074627 3137856 |
12,623,550 10,325,762
Fully paid-up ordinary shares
[isted companies 1,151,015 |, 300,693 |
Unlisted companies 10,12 L 5680 { 5,680 |
1,156,695 1306379
Term Fimance Certificate, Debentures,
Bonds and Participation Term Certificates
Term Finance certificatas - Listed 10.8 | 169,695 [ 320174 |
Unilisted 10.9 316,716 609,475 |
Suklks 1010 11,775 11,7751
498,186 947,824
Other Investments
Units of Mutual fund - closed end 106 5405 5,405 |
Preference shares - Listad 0.7 5,000 10,000 |
Imvestment in associate 10.13 62,580
shares repurchass (flully provided) | 74,910
147,895 13
Investments at Cost 14426,326 12,7
Less ; Provision for diminution in the value of investments 10,74 {B86,563) {106,871)
Investmaents - net of provision 14,339,763 12605041
Unraalized losson revaluation of Held-for-trading mvestments {1.431) -
Surplus on revaluation of Availablte-for-sale securties 21 514,925 125,857
Tetal Investments at market value 14,853 257 _'iﬂ‘]_?';’?_

10.2.1  Strategic Investmant

Availabla-for-sale securities

Preference shares - listed 10.7 5,000 10,000
Crdinary shares - Unlisted 10,12 5,680 5,680
Aszociate 10.13 62580 458,032
73,260 63,712
ﬁl}zme ﬁf investment Mnturit].r Pi'itln:-ipai Coupon Coupon mark-=up [
period payment rate payment
103 Market Treasury Bills lanuary 2074 ta On maturity £.03% to At maturity
My 2014 8,954,

10.3.1  These include securities having face value of Rs. 24320 million (2012: Rz, ml) pledasd with various financal institutions. Secunbes
having face value of Rs, 47.70 million {201 2: Rz nill) have besn pledged with 58P and Mational Bank of Pakistan as secunty to fadlitate
T.T. discounting facility to branches of the Bank, Furthermaore, secunties having face value of Rs. 197.5 million {December 31, 2012
Rs. nil) have bean pladged with United Bank Limited on account of issuance of letter of guarantee (for guarantes commission)
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104

10.4.1

10.5

10.6

10.7

10.8

10.8.1

favoning Anf Habib Corporation Limited bemg the guarantor for ssuance of Bank's convertible preference shares (refer note 200,

Name of investment

Maturity Principal Coupon Coupon mark-up /
period payment rate payment
Pakistan Investrment Bonds August 2018 1o On maturity 12% semi-annually

July 2022

Thesa include secuntizs having face value of Rs. mil (20712 Rs. 4770 milion) pladge with SBF and Mational Bank of Pakistan as security
1o facilitate T.T, discounting facility to branches of the Bank,

Mama of investmant Maturity Principal Coupon Coupon mark-up /
pariod paymeant rate payment
GOP ljara Suliuks May 2014 to Onrmaturity - 9.12% 10:9.98% sermi-annually
March 2016

December 31, 2013

Decamber 31, 20012

Credit rating Amount Credit rating Armount
Note Rupees in '000 Rupeeas In 000

Units of Mutual fund - Closed end
Agian Steck Fund Limted Unrated 5405 Urnirated 5405
Preference Shares - Listed
hiasood Textile Mills Limited 1021 Unrated 5,000 Unrated 10,000
Term Finance Certificates - Listed
Escart Invastrent Bank Limited ® BB 1 999 | BB Eﬂ")d
Jahangir Stddiqui Campany Limited Ab 37,500 Afa 50,000
Pakistan Maobile Communication Limited AA- 62,400 A4 182 850
Engro Fertilezer Limited AL 68,796 A+ | 75336

169,695 320,174

* This represents investments in Mon-lmvestment grade TFC's as per Mutual Funds Association of Pakistan (MUFAF]
Particulars of Listed Term Finance Certificates
Particulars Redemption Terms Profit Rate per Profit Iaturity
annum Payment
Escort Investrient Bank Limited *In & equal semi annual 8% Semi - annually 15-5ep-14
instalrents starting from
March 2012
Tahangir Siddigui & Co, Ltd, I & semi annual Instalments. 6 Kibor 4 Serni - annually F0-Oct-186
starting from April 2073° 4%
Pakistan Mobile Commumnication Limited 16 unequal quaterly  3M Kibor+ 2.65% Guarterly 18-Apr-16
instalments

Engro Fertiizer Lirmited |4 semi annual mstalments 6M Kibor + sernt-annually  17-Dec-16

compnzsing princpal of 0.3%
{four instalments), 3. 28%
{next four instalments), 6%

1.4%

{next faur instalments) and 30%

{lasttwo instalments)
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10.5

10.9.1

10.5.2

10.10

10.10.1

Term Finance Certificates-Unlisted

Avari Hotels

Gharibwa! Cement Limited (Fully provided) *
Faysal Bank Limited

hzgard Mine Limited

Pak Libya Helding Company

December 37, 2013

December 31, 20712

Credit rating Amount
MNote Rupses in '000

A | 210349 |
D 5973 |

AB- -
10.8,1 D 8,780 |
AR | 91614

316,716

Cred|t rating Amount

Rupees in '000

A 479,767 |
D 5,973

e 4,995
D B,780

A 109,958

609,475

* This represents iInvesiment in NMon-parforming TFC's as per Mutual Funds assoclation of Pakistan (MUFSFPY,

This includes zero coupon Privately Placed TFC: of Azgard Mine Limited acquired against markup settiement of Rs. 5.8 million on

the credit facilities of Azgard Nine Limited

Particulars of Unlisted Term Finance Cartificotes

Farticulars Redemption Terms Prafit Rate per Profit Maturity
annum Payment

fvari Hotels 3 unequal instalments 1 year Kibar + Sermi annualfy F-Plow-14

as per restructured 25%

schedule commencing

from June 30, 2013

Azgard Nine Limited (note 100,21} 7 semi annual insmlments Zermo coupaon Semi annually 31-Mar-17
commencing fram the 24th
ronth ending after
March 31, 2012
Pzl Likrya Holding Company T0equabinstalments: & Month Kibor+ Somi annually TFeh-16
1.6%
December 31, 2013 __ December 31,2012
Credit rating Amount Credit rating Amount
Mate Rupees in ‘000 Rupesas in 000
Sukuks
Engra Fertilzer Limited TFC Sului A- 11,775 1. 11,775
Particulars of listed Sukuk
Particulars Redemption Terms Profit Rate per Profit Maturity
annum Payment

Engre Fertilizar Limites

2 sgual instalments
commencing fram
March oth, 2015

& Month Kibor +
1 5085

Quartarly G-5am-15
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10,11 Duality of "available-for-sale' securities
December 31,2013 Qecember 31,2012

Credit rating Market value  Credit rating  Market value

Mote= Rupees in'000 Aupees (n 000
Market Traasury Bills Unrated 7,258,045 Unrated 5726311
Pakistan Investment Bonds Unrated 783276 Unrated
GOF ljara Sukul Unrated 2,089,554 Unrated 3,143,842
Closed Endad Mutual Funds
Asian Stock Fund Limited Unrated 13,540 Unrated 7027

Listed Term Finance Certificates

Engro Fertilizer Lirmited A At 68498
Escort Invesment Bank Limited Unrated Bl 1474
Fakistan Mabile Communication Limited AA- AR 188,568
Jahangir Siddigui Company Limited Al A | 50,000
308540
Sukuk Bond
Engro Fertilzer Limited-TFC Suluk A= 11,690 &, 11,633
Unlisted Term Finance Certificates
fyan Hotel Unrated 210,164 & 4533 084
Gharlbwal Cement Limlted (o] 5973 D 5973
Pak Llsya Holding Company Limited AA n.419| AL 110,814
Faysal Bank Limited - - AR 5118
Azcard Ming Limited Unrated _ EG692 B 8,780
314,248 593,767
Shares in Listed Company
Aclamjee Insurance Co, Limited AR - AL 13,628
Baritech Limited 10.11.1 D 110,288 b 121,891
AFD Captal Lirnited AM3 - 16,927 Urnirateel 15,022
Arif Habib Corporation Limited AA 12,238
Lelari Bank Limited AA - AR+ 27552
Banl Alfaiah Limited AR 62,192 Unirated 45 414
Bank &-Habib Limived LT T 9318
BIAFO Chemical Industrles Limited Unrated 47,750 Unrated 44625
LG Khan Cement Unrated - Unrated 10,916
Fatima Fortllier Co, Limited B - A8 AT+ 13,200
Fauji Fertiltzer Bin Qasim Limted Unrated 32 858 Unrated 45,308
Fauji Farnlizer Co. Limitad Uinrated 64377 Unrated 15404
Gharibwal Ceiment Limited 10112 Unrated 796,950 Unratesd A01 850
Hub Powner Company Limiteed Al 42,504 Al AT+ 54,288
Habik Matra Bank imited Adt 10,028
15 Bank Limited A+ 7875
Javadan Corpanation Limitad Unrated 124433 Unrated 181,812
MZB Bank Limited AAA 16270
Maticnal Bank of Pakistan AAA 8705 AlSE T+ 48,155
Mext Capital Liritad Unsated - Unrated 3628
MIB Bank Lirnited AA- 2,768 Ad-rAT4 G260
Mishat Chunian Limited - 20,339| Bi-fB2 29,660
Mishat Chunian Power Lirmited [:38 23,303 Afh-2 35,109
Mishat Mills Limited Af- 12,724 AAATL 12.770
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10.11.1

10.11.2

10.12

Decamber 31, 2013 December 31, 2012

Credit rating Markst value Creditrating Market valus

MNote Rupess in ‘000 Rupess in '000
Nishat Power Limited At [ 25551 A+/A | 73,200
Mational Refinery Limitad Al 10,776 AAASAT4 4,742
Oil and Gas Devalopment Company Limited ARA 17,190 :
Pakgen Power Limited AASAT+ 25,509 ALGAT 4 16,832
Pakistan Ol fields Limited Unirated 21,650 Unrated 5032
Pakistan Petroleum Limited Unirated . Unrated 3,064
Palistan State Oil Limited AA . Al A+ 11811
CUICE Foods Industries Limited Unrated - Wnrated 8,879
Shakargan] Miils Lirnited Unrated 1,785 Unrated 1,871
Singer Pakdstan Limited Unrated 7,106 Unrated 5,794
Sul Morthern Gas Co, Limited Al 65,623 ABSATH 65,111
Sul Southem Gas Co. Limnited AA- 6388 S04 5445
Surmmit Bank Limited A- 55,255 A=fA-2 76,329
TPL Trakker Lirnited A- . LR 9,040
TRI-PACK Films Linnited A . A4/A10 3878
United Bank Limited Al 27,703 AlAA-T3 31,340
Mazood Textite Mills Limited Unrated 5,000 Unrated 10,000
Chenab Limited Unrated 10450 Unratod _ 5,250
1,703,437 1452146
Shares in Unlisted Companias
Pakistan Expart Finance Guarantee Limited 1012 Unrated 5,680 Unrated 5680
12346237 11,255,946

During the year ended December 31, 2012, §,704,640 shares of Agritech Limited werg acquired from Azgard Ming Limited as part
of multiple agreements including Master Hestructuring Agreements (MRA). Thess shares were acquired at an agreed price of R, 35
per share, The market value of these shares |5 Rs, 1267 per share a5 at December 31, 2013 resulting in an Impairment [oss of Rs.
124375 million,

The Banl had recorded an impalrment of Rz, 2031 million as on December 31, 2012 as per the initial specific mlakation of 56P vide
letter Mo, BFRD/BRD-[Policy)/2013-1857 dated February 15, 2013, Howeyer, as per the revised SBF letter No. BPRDVBRD-(Policy)/ 207 3-
11339 dated July 25, 2013, 50% of the required impairment [ pravision s recordad up to Decomber 31, 2013 resulting in furthear
Impairment of R%, 7688 milllon. Bemalning provision will be recorded in phased manner up to December 31, 2014, Had this relaxation
not been availed, impairment and loss before tay for the year would haye been higher by Rs, 37188 million

As per the Share Purchase Agreement dated September 29, 2011, the Bank acquired 45 million shares of Gharibwal Cement Limited
{GCL) at the rate of Rs, 3.0 per share amounting to Rs. 135 milllon fram the sponsers af GCL [n the settlement of GCLs outstanding
loans. Az por the agreement, these shares may be bought back by the sponsars after a period of three years against sale consideration
of Rs. 4.44 por sharo, Management along with its legal counse! contends that these shares can be sold by the Bank on its discretion
subject to the conditions of the agreement. Therefare, these shares have been reyalued at their market value instead of repurchase
price menticned m the agreement,

December 31, 2013 December 31, 20012

Mame of CED Credit rating Amount Credit rating Amount
Rupeeés in '000

Ordinary Shares-Unlistad - 10.2.1
Pakistan Export Finance Guarantee Limited
ifully provided) Mr. 50 Zaesem Unrated 5,680 Unrated 5680
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10.12 Investmant in Associate

Mame of associate Chief Executive Proportion of Place of Principal activity
Officer ownership interest incorporation
Saudi Fak Insurance Company Limited Mian M. A, Shahid BO7%(2012: 23.07%)  Pakistan General Insurance

Summarized financial information in respect of associate based on latest avajlable finandial statements as ar Seprember 30, 2013 is
set out below:
Septamber 30, September 30,

2013 2012
Rupees in '"000

Total assets 540,540 473,399
Total lizbilitas 269,363 3e5,161
Met assets 2777 208 138
Met premium revenue 210,948 59,394
Prafit for the period / vear (after tex) 13,688 25 504
December 31, December 31,
20713 2014
Mole Rupeeas in '000
Movement of investment in associate for the year
Balance as at January, 01 59421 431326
Share of profit Tor the vear - net of tax @ 23.07% 3,159 17,295

Dividend receved during the year - |

Balance a5 at December, 31 101 Ei,EEE 59-.421"

10.14  Particulars of pravision

Opening balance 106,871 Bn 563
Charge for the year - 10,308
Reversals - -

- 20308
Wirite off (20,308)
Closing balance 10,14.1 86,563 106,871

10.14.1 Particulars of provision in respect of Type and Segment

Avallable-for-Sale Securities

Ordinary sharps - listed - 20,308
Ordinary shares - unlisted 5,680 5680
Terrn Finance Certificates - unlistad 5973 5973

Held-to-Maturity Securities
Shares repa 74,910 4810
B6,563 106,871
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10.15  Investment in Un-listed Shares, Term Finance Certificates and Bonds.

10.15.1 Investment in fully paid up ordinary shares - unlisted

Decembar December Paldupvalueper Name of investee Decembar December
31,2013 21,2012 share Rupees 31,2013 31,2012
Mo. of ordinary shares Rupeas in ‘000
568,000 g6 000 10 Pakistan Export Finence Guarantee 5,680 5620

Chiaf Executive Mr. &M, Zasem

10.15.2 Term Finance Certificates - listed

Mame of investee Me. of Paid up December December
certificates raluz per 31,2013 31,2012
held certificate
(Rupees) Rupees in "000
Eseart Invastment Bank Limited 2,000 5,000 999 1,588
Jahangir Sidedigui Company Limltad 10,000 5000 37,500 50,000
Pzkistan Mabile Communication Limited FEQ 100,000 62,400 192,850
Engro Fertilizer Limited 16,374 5,000 68,796 75386
169,695 320,174
10.15.2 Term Finance Certificates - unlisted
Mamae of investea Mo. of Paid up December December
caftificates valua per 31,2013 31,2012
heald certificate
{Rupees) Rupees in 000
Avar Hotels 113,000 5,000 210349 479,767
Ghanbwal Cement Limited (fully provided) 1,185 5,000 5,973 5973
Faysal Bank Limited - - 4005
Argard Nine Limited 1,756 5000 8,780 3,780
Pak Libya Holding Co. 33,005 5,000 91,614 __ 105858
316,716 &00 475
11 ADVANCES - NET Decambar 31, Decermnber 31,
2013 2012
Mots Rupees in 000
Loens, cash credits, running finances, etc, ) ) ]
In Pakistan 57,117,990 52.R65 286 |
Outside Pakistan L - =]
571179490 52,865 286
Islamic Financing and related assets 11.1.3 3,687,999

Billz discounted and purchased fexciuding treasury bilis)

Payable in Pakistan 92,246 | 98,004 |

Payahle outside Pakistan [ 622,411 1,115,382 |
714,657 1.213476

Advances - gross 61,520,646 54,078,762
Pronasion against non-perfarmmg advances - specific 113 15,131,997) {4,860,099)
Provision against consumer finance- genaral 113 (300,210} |158,169)

Advances net of provision 55_?3&3135 49,060,494
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December 31, Lecember 31,
2073 2012
Note Rupees in '000
119 Particulars of advances (Gross)
11.3.1  In local currency 61,520,646 53,974 BOS
[ forgign currancies = 153,957
61,520,646 54078762
11.1.2  Short Term (for upto one year) 29,447,302 24,595,067
Lang Termn (for over one year! 32,073,344 £2,083,693
61,520,646 4078, 762
11.1.32  Islamic Financing and related assats Annexure -/l
Murahaha financing Z05,852
Musharzka financing 11,130 3,182,147
3,687,999

11.1.3.1 Kincludos Musharaka financing arrangoments amounting 1o Rs. 2,524 milllon entered into by the Bank against which Bank's eguity
cantribamion in Musharaka s in the form of land ransferred from non-banking assets, which the Bank had previously recevesd against
settlement of loans and advancas (note 14). Furthen, Musharaka arrangements amainting to fs. 675 million regresents those
arrangements in which the Bank's equity contribution in Musharaka is in the form of land which was extermally purchased by the
Bank solely for entering inte such Mosharaka arrangement. The islamic Banking Bepartment (B0 of S8F approved these Mushamka
trensactions through its letter no. [BD-50-15018) £ 11347 £ 2073 dated July 25 3013

[hie Bank has also obtained Irrevocable underiaking from Musharaka Partnern whereby the pnncipal and estimated profits therean
have been guarantead by such partners. Accordingly, the Bank has recognized profit of Rs. 113 million in these financial statements.

11.2 Arhvances incivde Rs 9,872 (2012 Rs. 10,817) million which have been placed under non-perfarming status as detafled below:
2013 B
Category of dassification specific Classified Provision Provision Classified Provision  Provision
Advances required held Advinces required held
[Domastic) ;= Domestic)
Rupees in ‘000
Subv-standard 24781 25,751 25751 297,133 12,820 12,820
Doubtful 1,047,890 152,394 125,394 2,182,178 166,733 366,733
Less 8,576,285 4,953,852 4,953,852 8317646 4480546 4480546

9,871,986 5,131,997 5,131,997 108160957 4,860,099 4 850,099

11.3 Particulars of provision against non-performing advances

203 2012
Specific  General Total Specific General Total
Mote Rupees in "000
Opening balance 4,860,009 158,169 5,018,268 5,241,835 111,248 5,373,083
Charge for the year [ 1438974 142653 1577627 | 947672 47411 995,083
Reversals 11,014,628} (612} {1,015,240] [1,106,151) 4203 (1,106,841)
Met {reversals] / charge 420,346 142,047 562,387 {158,479 45921 (111,558)
Amounts written off 11.6 (148,448) - (148,448) §243,257) - (243 257)
Closing balance 5131997 300210 5432207 4850099 158169 5018268
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11.3.

11.3.2

11.3.3

11.4

11.5

1.6
1.6

11.6.2

11.6.3

The State Bank of Palistan through its varous crculars / fetters has allowed relaxation ta the Bank In maintaining provisioning 2gainst
exposure of Dewan Group tll Cecember 37, 2013, The relaxation resultzd in reduction of Rs. 224 million (2072: 606 milhon® in provision
against loans and advances,

The SBF through its letter Mo, BPROVBRED-05/510k/201 371 2434 dated August 21, 2073 has allowed further relaxation to the Bank in
mairtaining provision against exposure of Gulistan Taxtile Mills, Gulistan Spinning Mills, Paramount Spinning Mills and Gulshan
Spinmimg Mills, This has resulted in relief of Bs. 1784 milien as gt December 31, 2013,

SBP wvida varlous circulars has amenhded Prudantial Regulations in respect of provisioning agalnst nen performing advances utider
which the benefit of Forced Sale Values (F5Y) has been allowed for plant and machinery under charge pledaed stock and mortgaged
rastddantial, comrmearcizl and indusirial properties held as collateral against non-performing loans and advances for five yeals from
the date of classification.

In case of the Bank, SBP further allowed the Bank 1o avail FSY bhenefits on mortgaged resldential, commerclal and industrial praperties
upto December 37, 2012 at 100% for 15t and 2nd year, 90% for 3rd vear, 75% for the 4th vear and 50% for the Sth and &th year of
classification. The Bank has availed the enhanced FSY Benefit of B 1,158 million due to special relaxation allowed by SBP against
the non-gerforming loans classified till Dacembear 37, 2013, which expires on December 31, 2014

During the yearn 58P throusgh letter No BPRDVBRE-05/531k/201 3/ 12339 dated August 20, 2013 has allowead the Bank further relakastion,
subtject to certain conditions, Accerding to the letter, the provision shortfall of Rs. 1,158 million availed uhder enhanced F5Y banefit
against classified corporate / comimeardial and SME loans as of Dagember 37, 2012 has to be provided in phasas in the following
manner;

Minimum provision required 1o be made up to 10% of the enhanced FEV benefit avalled in each quarter for next 8 guarters from
quarters ending September 30, 2013 1o June 30, 2015; and

The balance 20% of the enhanced FRY benafit is to be provided in the guarter ending Septamber 30, 2015.
F5V benefit availed on loans and advances classified after Decernber 31,2013 is calculated under Prudential Regulations R-A.

A5 of December 31, 2013, enhanced F5Y benefit allowed in accordance with abovementioned 58P letter has an after tax impact of
Rz 602 million on accumulated loszes, which shall not be available for payment of cash or stock dividend.

Az of Decembar 31, 2013, total F5V benefit taken against all loans and advances including enhanced F5Y bensfit 15 Rs. 1,967 million
-netof tax (2012 Rs. 2,221 mullion), which shall not he available for payment of cash or stock dividend.

General provision represents provision made equal to 1.5% of the consumer secured performing portfohs, 3% of the consumer
unsecurad perfarming partfolio and 1% on small enterprises performing portfolio as required by the Prudential Regulations issued
by the S5tate Bank of Paiustan for Consumer and 5mall Enterprises Financing.

Deczmber 31, December 37,
2013 2012
Mote Rupess in '000
Particulars of provision for consumer financing - general
Cipening batance 158,169 111,248
Charge for the vear 142,653 47411
Reversals (612) (490)
Closing balance 300,210 158,169
Particulars OF Writs Offs
Against prowvision 148,448 243257
Diractly charged ta profit and loss account 4231 iilfjl
148,871 146,646
Write offs of Rs. 500,000 and abowve Anmesure | 145,611 244 BOB
Write offs of Below Rs. 500,000 3,260 1,750
148,871 246 646

Detail of loan write off of Rs. 300,000 and above

In terms of sub-section (3} of section 334 of the Bapking Companies Ordinance, 1962 the statementin respect of written-off
loans or any ether financial relief of five hundred thowsand rupees or above allowed 10 a person|s) during the year ended December
31, 2013 is given in Annexure - | However, this weite-off doas ot affect the Bank’s right 1o recover the debits fram these custornars,
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Decamber 31, Decamiber 31,
2013 2014
Mots Rupesas in '000
1.7 Particulars of loans and advances to directors, associated companies, etc.
Dabts due by directors, executives or officers of the Bank or any of them either
sevarally or jointly with any other persons
Balance at beginning of the yaar 1,070,247 505,590
Loans grantad during thayear 134,531 1,150,690
Renayments (51,273) {586,039)
Balance at end of the vear 1.“3,5'!5 1,070,247
Debts due by companies or firms in which the directors of the Bank are/{were)
interested as directors, partners or in the casa of private companias as membears
Balance 2t beginning of the year 57918
Leans granted during the year 3,361,797 1,507 546
Repayments (3, 123,648) (3,450,028)
Balance at end of the year 296,067 ) 57018
Dabts due by subsidiary companies, controlled firms, managed modarabas
and other related parties
Balance at beginning of the year -
l.oans granted during the year -
Repayrments
Balanca at and of the year —
[Cetalls of loans and advances to associates, subsidiary and other related
pariies are given in note 39,
12 OPERATING FIXED ASSETS
Caphtal work-In-progress 121 35112 4754
Property and equlpment 12.2 4,248,589 4,110,872
Intangible assats 123 __ 407,851 478,721
4,691,552 4,637 334
12.3 Capital work-in-progress
Civll works 9,086 11,223
Advances to suppliers and contractors 26,026 36,718
35112 47,541
12.1.1  Movement in capital worl-in-progress
Dpening oalance 47,941 34,772
Adehitions during the year 282,380 143,152
Transferred to property and equipment (295,209) _ {135.583)
Closing batance 35,112 47,941
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122 Property and equipment
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Dacambar 31, December 31,
2013 iz
Rupees in '000
12.4 The gross carrying amount of fully depreciated assets that are stll in use iz as follows:
Furniture, electrical, offics, corputer equipment and athers 537,212 401,307
Leasehold improvements 84,833 45712
Vehiclas 40,011 30,908
Intangible assats 65,521 47,258
TETSTT 535,186
12.5 Details of disposal of fixed assets - By negotiations / Bank paolicy
Ducorpbion Dte of Date of Coct Accomukstzd Bookvablue - Sole Gaan ! Partioulne=y of purchasor
capltalivtion disposal depreration preooeds  [Losy}
Bupeesin ‘060
Polad Prisd propety 1M 40-Sep-14 BT 5.2 Rl 54730 Eoemal Kirsgcrete Arzodrbes (Fve) Lid.
Sumshi Mesiran ViR Gl-Decda 28 Jan13 el 304 7 9  Benkemployer  Ma fpeesha Hemeed
Taysts Coralle LU 1 Dec0@ . ¥i-dsn1d 1,122 208 I Bankemploves  Muhammad Ghidran
Famnge Pover Armncumnd Reg & BF-4000 02-fum-08  15-Feh-13 FL 2862 2RE? Bank Amadant  Aamat Tann
Marcades Benx C-200, feg ¥ ARL-S00 G- Jul-13 12Feb-13 2178 1,223 1,558 36  Bonkemplopes Schai Bashir
Sy Culbuy Ve Eden17 - 13-Rob13 219 73 T8 45 Bamkemprper  Eagar Mohludon
Honda Cnse 185 e, Asg ¢ LEE-08-3360 15-Aun-0E - O1Foh-13 1.718 114 14 Bankemplns  Sardar Kamran Khan blek
Suruls Culius YER Reg B ARB-D16 013 I5Febo13 [=H] 3 300 Hank emplayes  Wohammad Aafigus
Cafhatey Cuong Td Waroq 5-Fei-13 aal 130 130 Bwnk enplinme Hiar Ahmiad
Handa i VT Celed, Feg ¥ A 05D o-lum-1T BEMar13 03 na 111 1745 3 Bencempiopes G Bin Jsidald
Heinda Cnse VT Rt & ARE-211 Mlw-17 13Mar-13 1.1 TS 1400 14561 Bankempkane Al Gul
T sta Copila GLY, Reg & ANF-124 A1 A5-Kia-13 1,773 x5 1,448 1477 28 BEskemplogess L4 Ay Shatkn
s ity VT, Peg @ ArL-da0 2 Mew-TE 05 Mar-13 2.333 35 117 LTI 30 Bankemphies W fsme Sheilh
Siari! Culay V0% H-jun-11 I#Miar13 250 LX) CHES BE | Benhempivees  Hesesb igbai
Voyats Coralla XKLL Pesg ¥ APL- 340 9 -1 I Mei-18 a5y il L 25" |  Batkempiowees Seeed ahmeéd Khan
Fands City, Peg # 458 533 2-hug 23-Mer14 (RG] ary a4 [EL1 Benkempioyre  Haider Rarim
S| it DLY ia-Sep-id 15 Rprid 1,211 47 1A% 1,050 U Benkemgloee  Eskar sim Tarocgn
Handa City, Rag #ALY-829 Hefaell aFhpa 1,448 =154 gig E36 Bankemoloyss  Fareadullzh Shakh
Handa ity Aapie Maraal 1iHSep-iT - Hohpt13 1437 a0 1482 1455 18 Bonkempiayss  Syed Latafat Sussaln
Toyota Coralla ¥LL feg # Y653 29 un-17 Q-1 3 am &r B BZE 17 Bankempioyes  Fasal Bin Ameor
Toyota Coralla ¥lL Peg ¥ (L1466 Sk 1a Z@Apr1d 257 563 ann ] | Bankemplayes  Prmce Salmen dhan
Fonds Clvle feg FAcp-ags Z3dum 1 Mhpr13 1401 513 887 Fi0 73 Awnkanplases  &simBEag
Tonizbe ol G PaJur Nl 1713 (Foat: ] 153 1,341 1.3%3 B3 Bankemphoses WafldHnan
Heands Live VT Celid Frodimatec, Aeg & ARF-310 T4-Ln-f9  18-8p013 1850 |58 ia 178 Benkemghpme  Jamed A Rhan
Toyeta Coretia Gl 1-5en8  E2Apr13 14014 L] B4 [al} 17 Baakemphaes  OQalab Hussaln
Fands Arinsd 1A loiec, Feg @ ARE-343 0-Sepi@ JB-Epi-13 3815 338 ann ] a0 Benkefploves  Wa Sumbsd Munk
Fenda GWLVTT PFroametes Orel Reg & SIL-30! 14-Drec-0@ 3-Apr 1Y 1,858 1B d AL 2a Bafkemploves  ba Wuiilia Sheikk
Tawuts Pradi, Reg # NAY 2458 LRS- ] 15 &pe-19 AA%) 184 a4 541 A8 Bedkemployes  Muhammed Sagib Pal
Tayate Copolle Gl TTMey-10 IGsp-1d 1441 &Iy Faq T2y Bankemplayer  Amvar LT Haoue
Tayoie Coralla L1 24 Jn-1 1-hley 13 1039 Eiik] ald LEK] 18 Bankemplywes Tamesr Humen
Toyota Corolle &L, Ang & LER-CH-cA9s 4 Apr-0d b3 Maynd aad (-2 Bankemployea  Anpum Rafg
Handa Cheic, Reg & LED-11-4937 13Oec-11  03-hiayr13 1004 83 AT ] 31 Ammkempioyes kiohammad Sghan fagl
Toyata Vi, Ao & AL 4R 117 2Ny 13 14 443 86T [=<E] 18 - Bankemphyer  ImmEan Al Sapes
Terpatel Coralla Xl it o - R k] 1,001 T &83 7 3 Bankemploges by Roowana Khaje
Fanda Cheis | B i'I=, Feg £ 2R0-190 A5 fiug-0a a0 EGgri3 1.725 LE11 114 154 Hank amplayes  Rvesd Hisein
Fangdy Chvin Rag ¥ BREF-Dd Ta o fl.'\\.]- 13 | 0 353 A7 B30 33 Benkemplrges Sy Weeem dhmesy
Foysta Tovusdn GLLReY #50-317 DAl 10-fdeg-13 1400 583 any ] 13 Beakemplons  Seed AbrEr Husssin
Suteve Cuiltuy VNRL Toagy B AN Y346 | 17-dan-13 a5 &l 804 ES2 40 Bankemphnos  Mabes! Alam
Tyt o il NI F PBun-13 1 o 283 30 17 Bankempioyss  labdlag Bhamed Qasl
S| Seeife CLK 0-le=y-11 Boun-13 1,131 X Bi1 Bl 18 Bankemphives  Arbal Zarek Khen
Tepstalofsls Sty HiFEE hun-14 BN I'A Taz (0] W Benkempivees WMo Febes Momssar i
Fands Cheic Vil Prosmates Origl Reg ¥ LER-Q0OUERS 10 Jgn08 13- Jun-13 1 8&0 142 3 e Benkempiopee  Anfum Saked
Toyots Corolla Gl Reg & ARY 543 12-Aprog 29-un-18 1.0ad EiL 11 16 Bankempioyee  bahammad Tarig
Handa Accord, Peg # ANL-225 A&-Jul-1i I3-Jukd 1500 1.047 1,458 1,458 Benkemglowes  Syed Ammaer Al Zadi
Handao Cig Vano, Rog | EE-H-545 11-Fug-08 12-1uk-13 1718 1,659 19 b} Sankemployee  &ued Hamoyon
Toyata Camey, Bog & AQWV-T10 taduloE  23-fuga3 3254 3150 H 51  Bankemplayey  Wa ShafagRehid
Chevralet Jay Va-Aprol Z2-hug3 &F Lpca) :H 100 N Bankempiogen  Malik Tahr Saeed
Sumuly et DL, Reg 7o 28-10-8950 Gi-Apn 31 -hoga3 fm E&S EEE] =3 0 Benkemplnes  lgnal Mussaeatr
Coralla Al Fdurl A 00g-13 1899 B33 78 1,508 32 Bwnkemploges  Rursngmb Al
Hangs Cnse Reg # NS08 3-dul-§ 6-Aug3 1200 500 L 10 2 Bankemphiose  Imehiaz Team
Tk [FEUSL j-These-1 1 T2-Aug-13 1400 4aT o33 10573 ™ Benkenghoss Saessn Ghe i
Towita Corulla Fllur-1d A3 1,176 T 92 4] 1% Bsakenploee  Imvan Roikan
P s Clie Vistd, B # AKW-S8 13- Jul- 1Y - 05-Aug13 1871 AT | Bl 1,504 Bankemplyyas WL AT Kamal
Tovute Belln. Reg ¥ AXT 017 Fhag-1E 33-Bugl aii ad 1T Ba 65 Beikemploves  Hossao Tahl
Frnds Tty Varo 05-fepi#  06-5ep-13 1,058 1,5y Bank emplyyes  Afoel Chaudhry
Fande City Yano, Peo @ LEE (8- 5355 455en 8 (5 5=p-10 rra e Benkemployee  Sched Anwer
Lasiimtyay Cumne, Bog & ARE #28 05-5ep-8 UE-Sene 1) s5d 1154 Benkemploves Mahamad Tasir Al
Toguts Prado, Reg & K5-244 - Tapen- 0l No-Ser- 13 1. T34 e | Senk emphiaee  Sokel Ahmed Bien
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Dassorlption Dt il Dinka of Lot Bocumuslntued Bock valse Sala Galm ) Partboudars of purdhacer
capiialieution dlspassl depraciatien procasds Lo

Kupesd in S08

Teayta Hilion 5urf, Reg & 105133 13-5uk 1T 53 1000 433 &7 6T Bardempioyee Salman Shahia
Daikatii Coure Peg # O4. 378 1%dom12 EX-Sep-7l L] FLL] AT 4" Bark employee  Sane Bt

Teryreld Pradu og-jel-0g G3-0um-13 L0 3,000 Bard pmplogee  Sakim Pafooe
Toyta Cornaile GLI ¥rheb1d. -t 110G 204 EEr 820 18  Baniemployer  Snmak A

Hazride D70y, R @ LED-12-2524 1B hip13 29De3 L17é 34 52 [i3: ] A0 Bankdimphoyes DS Hardad
Honda Oy, Reg d LEL -1 23580 Seur-1l 35Dt L 4 BAZ A8l 10 Baniemmioyes  dusad A

Tiyots Coriia L1, Reg o BT 5G7 140et-06 - H-0gr 13 LGS Gl Bank emplogme G ah med
Hends (o leg ¥ Les-08. 4708 Th-Jui-0B.  ta-Dicttd 5T 387 Bamk employee  Munemmsd Uvman
Heedls Oy, ftg # LEB-30-45H 14-0ct-08° EF0at'3 ‘B 858 Bark pimploges  Habib urRetiman
Suzuki Cutus VELC, Pag ¢ LE¥-0B-1153 Ta-Dot-iE . pA0ct 3 T rig Ezrk pmployee  (Manzocr Kamar
Hondla- Ty, Reg # LEA-(7T-8865 (R TI R R 1 S 27 1340 AT 40 Baflemplopes  Tafir i)
Suruk) Cubius ViR 20-fani2  2odmetl 154 57d 5921 1% Barkemployes Aboul Mameed
Lamda Gl IFeb-17  Ihdav i3 4ng 731 ik TT Bankemgepee  Ghisam Faised
Toyoia Camry Fi-Fab-12  O0Roy-13 45 1391 1241 Bark pmployee Syed Fahim
Hedda Chic FVTEL 1duir1d  20av-t3 174 1,518 £.053 34 Bark emnpligess Sy o Saeed
Toyota Conofa GL 12 0mc-1% 28 8me 13 (111 = LG =1  Barkempicyes  Msatia Alam
Toyota Coroba Gl fo-Mar-11 I7Dec '3 330 ] 270 Barih emipfopes Wi Rebans Misar
Suzakl Agn ViR Tduc-iF 0% Oect3 L¥ ]} =0 ne Barkpmpligee - Syed Mutzhir &I Hagad
Surubi Cuttie Vel Fey # A7L-350 05-Dee-0B . (3-Dee- (3 B0 Barvt employes  Faslh Halce
Surak) Celtuy Vi 15 Jur13 B [Opcm3 285 = 713 43 Bantomploye  Sod i man saE)d
Torpota YikE T-5ep-11  13-[Dhee 13 241 ] ad 18 Bankemployee  Alber Muiawivn
Herrida- Lo Yime Biowmate 05%ep-hB 27.-Oncetd 1,053 Bank pmployes Madewm Famal
Hrrda Cwic T Reg # LKA 2550 21-durr1d.  0S-Dee-3 353 B BA2 3 Bark emiployes  Safiain Gelar
Terea Corafa Ale, Aeo 8 |EH-08 7507 10-Now-M2 18 0ec-T3 1,831 farkemplipee  Talha Saecd
Herida Cyic VT Prosmates C¥lel |4 Dec-il. 23-Deet1 1,852 Baitk pmiplopee  WalM Zaid

Torul lov.n44 0,508  15LAM.  Fe0W

Uthe

Tessh by Lapsog Seaslia L3 PE03 E3-Aug 03 T3 Fab73 -5 L] 7 7 Bsnbemplckee  Dmas Bla Jaue
Teahibe Tecr WS Lapop Llun 0B 35-Feb ') T ] e i Benkemmloyes  Sohail Baakir
Tessnlbe Lapaop S3tel e L 3 (4450 3Dl 13aalh13 g4 B4 7 7 Bankwmgloyee  Ata-Ur Sub Fane
Toahibe Laptop Sece|| e L A00-N-306 i-Sep- i t-dgl-3 [} L1l | ¥ Beniemployes  Ghufem Fard
Sl Vil Lagibop VEH-CRIAGN, Rerfal & 70GI946 TR 20-Mov3 %3 93 7 7 Bankemmlcyee  Muilbur Rehman
Teshibe Leptop Seeell e L- 3002502 d-Nery-08  20-Blone- T3 4 8 7 Benkemployee  Syed Qagim fay
Taial LA 436 £5 45

Gemnel Teatal 204,533 107830 SE,503 152,873 56,278

12.5.1 Disposals to-Bank's employees are made as per their term of employrent; Disposals during the year have been made to the Chief
Executive, other Executives (as defined in note 36) and other staff

Decambar 31, Crecarmber 31
2013 20132
{Rectated)
Mata Rupess in "000
13 DEFERRED TAX ASSETS - NET
Deferrad tax debits arising in respact of

Provision for diminution in the value of investments 41,748 14,840
Provizsion held against other assets . 7350
Provision against non-performing advances 2,104,316 1,814,913
Unabsorbed tax deprecation B186,567 474 445
Unused tax losses | 1,340,549 1475871
4,305,180 3887420

Deferred tax credits arising due to !
Lrcelerated tax depreciation {IM,Sﬂsﬂ (1985611

Surplus on revaluation of Investments 211 {1 Ilﬂ.l!.!]i (45 450)
Surplus on revaluation of property 213 :15,3?5]1 (28 178)
Remeasurement of defined benefit plan __{14,798)

(466,102)

MNet Defarred tax Asset 3,839,078
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133 Movamant in temparary differencas
Halanca as at| Recogivsed Balance a5 | Recogrised Balarce as
Jeniiary 01, | profit Recogmgad a:ﬂemmhﬁi mprafit | Recogniged \at Becomber
2012 and loss i eguaty 11,2012 | andlioss | meguty | 31,2013
\ ) Rupees in '000
Deductible § (taxable} terporary differsncas om
Fronhinn gadined non -perinming ahances 14803,52 111392 B2l4313 1ERAL 11a3lG
Provitsiom for dimimution |n valee of rvestmants TaR45 14540 R0 4748
drsed fax oenes AR 19454 AT 1353TH 40540
Brimiscr heid piainar ofher dssers 7SS H L (7. 3h01
Jnatsorbed @x deoreganon 474450 474 g4 E e | a8 56
Arcmaegteg fax dromoianon [ 28003 75 (OB (46,44 (144 BOS
syt on eeeluation ol mespments AT14 (4R T 64} (45,450 134,773 1803z
Surpeus an revaluation of preparty (IYATH 1301 28178 W LAabra!
Aemeasymment of oelred bereft plan BT BRI 1130 (4008 |14, V5
Defarred Tas 3,565 500 92677 {53,138} F.e05 041 371576 (137 479) 3,839,070
13.2 The Bank has an aggregate amount of deferred tax asset of As. 3,835 million which represents management's best estinate of the

probable benefits expected to be realised in future years in the form of reduced tax Habblity as the Bank would be able to set off the
profits eamed in those years against losses carried forward and other taxable temporary differences relating to prior years. The Bank
has prepared five years financial projections for future takable profits, which have been appravad by the Board of Directors, 1o assess
the recoverabillty of doferred tax asssts, The projoctions involva certzin key managernent assumptions underlying the estimation
of future takable profits projectad (n the prajections, The determination of future mable profits is mest sensitive to ecrtain key
assumptions such as capital infoction, growth of low cost deposits, growth in hlgh yield consumar advancas, real estate musharaka
fimancing transactions, investment retlms, potential provision against assets, intorest rates, cost of funds and axpected recoverics
of classified loans. Any significant change in such assurnptions may have an effect on the racoverability of the deferrod tax asset,
Management believes that it |s probable that the Bank will be able 1o achicve the profits projected in the projections and conscguontly
the deferrod tax asset will be fully realised in future.

13.3 Status of tax and ether details are disclosed in note 31.2 and 313 of the financial statemengs.
December 31, Decamber 37,
2013 2012
(Ratated]
Nota Rupees in '000

14 OTHER ASSETS
Income / Mark-up accrued i local currsncy 1,616,019 1,512,591
Income / Mark-up accrued in forsign currencies 2 1.250
Advances, deposits, advance rent and other prepayments 420,929 438,277
Advance taxation 241,777 141,199
Mon-banking assets acquired in satisfaction of claims 142 ’_2:5_3_1-,'9_432 [ 5,4214009|
Mon-banking assets acquired in satisfaction of clams with buy back option 1432 925,331| 1.716,407

3,858,777 7,137,816
Branch adjustrment accoumnt 30,303 23,188
Unrealzed gain on forward fareign exchange contracts 14.4 2947 LEREE
Others 206,129 208,718
6,403,407 5,575,888

Less: Provision held agaimst other assets 4.3 (110,155) (229,155)
Othar Assets (Nat of Provision) 6,293,252 9,347,733

14.1 Agaregate Market value of non-banlang assets acouired in satisfaction of claims 4,401,449 7375124

14.2 This mciudes un-developed properties which have been evaluated based on valuation reports from valuers on Pakistan Banks

Assoclation's |ist of approved valuers
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December 31, December 21,

2013 2012
Mote Rupees in "000
14.3 PFrovisions against other assets
Opening balance Z29.155 _ _ 3[?555
Charge for the year = 21,000 |
Reversals 143.1 __{119,000) (169,500}
Met reversal for the year 29 {119,000) (148,500}
Arnount written of -
Clazifg balance 110,155 209155
14.3.1 This represents reversal on-account of certain OREQ properties which were transferred in the name of tha Banlk in the current year,
14.4 Unrealized gain on forward foreign exchange contracts
Contract / Notional amount Unrealised gain
2013 2012 2013 2012
Rupees in '000
Unreallsed gain 3,105,208 9,981,574 ; 29,471 B3.549
December 31, December 3],
2013 2012
Note Rupees in "000
15 BILLS PAYABLE
Im Pakistan 2,747,400 1,978,549
Dwtside Pakisian ) .
2,747,400 1,978,549
16 BORROWINGS
I Pakistan 10,624,954 10,791 330
Qutside Pakistan 757,021 L5R53%]
11,381,975 11,376,781
16.1 Farticulars of borrawings with respact to currencias
I local currency 10,624,954 10,751,350
Im forelgn currencies 757,021 585351
11,381,975 11,376,781
16.2 Details of borrowings secured | unsacurad
Secured
Bormowings from State Bank of Pakistan [re-finance)
Export refinance schomea 18.2.1 3,384,177 3,159 348
Lona term finance - export oricnted projocts T2 4,652 12,316
Long term financing facility Te.2.1 20,466 55,012
Refinance facility for modernization aof SMEs 162 - 8150
Repurchase agresmaont borrowings 16232 1,178,797 6, 716564
4,588,092 9951,390
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Unsacurad

Call barrowings

Borrowing from other financial institutions
Overdrawn Mostro accounts

Dwerdrawn local bank accounts

December31, Diecember 31,
2073 2012
Rupees in '000

5,030,000 800,000
441,815 10,133
315,106 | 575,258

L__&s62] | =]
6,733 BB3. 1,385,351
113815975 11,376,781

16.2.1  These borrowings carry marle-up at the rate ranging from 5% to 8:40% (201 2: 5% to 10%) perannum
16.2.2 Theserepresent funds bamowed fiom the local interbank money market against government secunties carmyng mierest rate of 10%
{2012: 8.79% to B.82%) per annum with marurntees up to January 2014,
16.2.3  These represent unsecured borrowings fram the local money market carrying Interest rate ranging from 10% to 12% (2073 2.40%
o 9.50%:) per annum with maturities up 1o March 2014,
16.2.4 These represent borrawing in foren curmency and carry interest rate ranging from 2.75% to 2.87% (2012 2.87%) perannum,
17 DEPOSITS AND OTHER ACCOUNTS
Customers
Fixed deposits 30,051,389 33,368,865
Savings deposits 20,028,542 176876859
Current accounts - non - remunerative 16,499,952 15,874, 800
Aargin accounts- non - reémunerative 713,559 36,024
Others | 203,581 __ 213470
67497023 &7 B69,058
Financial institutions f )
Remunarative deposits 1,849,745 1,104,381
Mon-remunerative deposits | ?E,Eﬂ_-ﬂ | y .i":-?ﬂ'i"‘
1936429 1,181,389
569433452 69,030,447
171 Particulars of deposits
Im local currency 61,637,212 63,769,246
I foreign currencies Ti796,240 3,281,201
69,433,452 69,050,447
18 OTHER LIABILITIES
Mark-up/ Return/ Interest payablia in local currency 639,520 TRE AT
Mark-up,/ R2turn/ Interest payabile in foreign currencies 7,529 2,447
Un-earned cammission and income an bills discauntetl 58,974 45538
Acorued axpensos 99,679 54 Bs0
Unrealized |oss on forward forelon exchange contracts 18,1 198,505 3BT715
Workers' Welfare Fund (VWWF) 34,293 34,753
Aclvance recelved agalnst future sale of Man Banking Assets 225,016 56,086
Others 298,383 341,252
1,562,301 1,302,008
18.1 Unrzalized loss on forward farelgn exchange contracts
Contract / Netional amount Unrealised loss
2013 2072 2013 2072
Rupees in '000
Unrealised loss 9,864,818 6,718,886 198,505 38,715
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19.7

19.2

123

19.4

19.5

20

SHARE CAPITAL
Authorised capital
Decamber December Decambar Docamibay
31,2013 31,204 31,2013 31,2012
Mo. of shares in '000 Rupees in 000
4,000,000 o, 000,000 Ordinary shares of #s.10 =ach 40,000,000 0,000,000

Issued, subscribed and paid up capital

December Dacember Decembar Decenber
31,2013 31,2012 31,2013 31,2012
Mo. of shares in '000

800,315 800,315 Ordinary shares of Rs.10 each Fully paid in cash 8,003,150 B.003,150
Crdinary shares of .10 sach Fully paid incash

100,000 100,000 and issued at a discount of Rs: 2.5 per share 1.000,000 1,000,000
Cirdinary shares of Rs.10each Fully paid i cash

1,771,250 1,771,290 and issued at a discount of Re.7.5 pershare 17,712,898 17,712,898

2,671,605 2,671,605 26,716,048 36,716,048

The 5BF requires each commercial bank tor{a) hold the minimum level of the regulatory capital (net of losses) to be raised to
Rs. 10 billion (net of inss and share discount) by December 31, 2013 and (b} mamtain a ratio of total regulatory caprtal to the nsk-
weighted asset {the "Basel ratia") at or above the Intematlonally agreed minimurm of 10% {refer note 1.3)

The Bank has approved issuance of nght shares @ 311.00226% on December 2, 2009 at & discount of Rs. 7.5 per share having face
value of As. 10 each to generate net addiionat capital of Rs. ¥ illion. Out of these right shares, an amountof Rs. 2572 billion is
unsubscnbed, SECP has granted three years extension for subscriptron of the fights, in line with tenor of convertible preference
shares.

Dacember 31, Dacernber 31,
2013 2013
CAPITAL ADEQUACY
Total Capital Adequacy Ratio 6.93% B 5.69%

COMVERTIBLE PREFEREMNCE SHARES

The Bank has iszued 880 mullion Convertible Preference Shares (CP5)in March 2013 at tssue price of Rs. 2.50 per share aggregating
to paid-up amount of fs. 2,200 million, The CPS are subordinated to all other liabilities including depaosits of the Bank. These CPS
have three years tenor and are convertible into ordinary shares of the Bank at tha conversion ratio of 1:1. Therz s no voting right
and dividend on these CP5, The subscribers will have an option 1o exercize the put aption af the end of the tenar thraugh which
they can sall their CPS to Arif Habib Corperation Limited (“the Guarantor) at the strike price of Rs. 3,70 per CP5. The Bank s entitled
to ederclse Call Option, which Is exercisable in full or in parts at any tme after one year from the lssue date subject to subscrigtion
of unsubscnbed right shiares. Any partial redemption will be ona pro rata basis. The 5BP has restnicied the utilization of the funds
received 1o investment In papers of Government of Pakistan and the amount will not be considered towards the compliance of
applicable statutory lguldity requirement,

S8F has gven approval of CPS as Tierl capital for Capital Adequacy Batio (CAR) purpase only, Further, the SEP vide ther letier
no. BPRG/BASCP-04/15690/2013 dated October 24, 2013 allowed the Bank to disclose CPS inthe "Capital Section” of its financal
statements till the remaining maturity or earlier redemiption, whichever is earlier.
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Decambar 31, Decemnber 31,
2013 20132
MNote Rupess in '000
21 SURPLUS ON REVALUATION OF ASSETS - MET OF TAX
Surplus on rayaluation of securities RN | 334.702 B4 407
Surplus on revaluation of properties 212 73,139 75617
407,501 160,074
21.1 Surplus [ {Deficit) on revaluation of securities
Federal Government Securities
Market Treasury Biils (4,283) | 1,286
Pakistan Irvestment Bonds {45,742 -
GOP ljare Sukuks 14,926 5. 986
Fully pald-up erdinary shares
Listed tompanies 547 422 148,477
Term Finance Certificate, Debentures,
Bonds and Participation Term Cartificates
Term Finance certificates - Listed 2,098 {11,593)
- Unlisted |2,548) [15,708)
Suskisks {85) {213
Other Investments
Units of Mutual fund - closed end 7,135 1,622
10.1 514,925 129,857
[eferred tax llability recognised 13 {180,223) (45450]
334,702 B 407
21.2 Surplus on revaluation of properties
Surplus on revaluation of properties 213 100,075 | [ 103,795
[referred mx hahelty recoanised 13 |  (28,876) | 128,178)
73,199 75617
21.3 Reconciliation of surplus on revaluation of properties
At beginning of the year 103,795 157,157
Surplus realized on acoount of ncremental depreciation - net of tax (3.720) (2.720)
Surplus realized on disposal of properties - 149,642}
At end of the vear 100,075 103,795
22 CONTINGENCIES AND COMMITMENTS
22.1 Direct credit substitutes -
223 Transaction-related contingent liabilities
Guarantons favouring
Government 7,897,923 TAMLIEE
Banking companies and ather financial insotutions 484,069 168,531
Others 2:262,787 1,705 467
223 Trade-related contingent liabilities
Letters of Credit and Acceptances 3,015,850 4586, 144
22.4 Clalms against the bank not acknewledged as debt 267,532 337,233
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22.4.1

21.4.32

235

21.6

22.7

22.8

23

Thesa represent recowveny suits filad by varlous partes in which the Banlt s 3 direct ar indirsct defendant

Suits for damagss of Rs. 872 billion (2013 Rs. 850 billlon) have been filed againat the Bank by vanous borrowers / employess in
respect of certain disputes relating to loans and advances. The management of the Bank and its legal counsel consider that the suits
are a counterblast in response to the recovery suits filed by the Bank. The Bank and its legal counsel are confident that the cases will
be dismissad as actual damages have to be proven in such sults,

Cut of these, two suits amounting to Rs, 847.5 billlon filed in response To recovery sults previously filed by the Bank stood decreed
In favour of the Bank and the defendants' appeal in respect thereof was dismissed by the High Court, Thereafter the defandants filad
appeal inthe Hanorable Supreme Court which was subseguently withdrawn by the defendsnts themselves, As the date of the
financial statatements, execution proceedings imbated by the Benk ar2in progress in the High Court.

Dacembar 31, December 31
2013 2012
Commitments in respect of forward contracts Rupees in ‘000
Farward Exchange contracts with State Bank of Palkistan,
banks and ather institutions
Sale 3,134,530 5,174,353
Purchase 9,622,107 10,523,812
Ciaims against the bank by Competition Commission of Pakistan and Others 35,000 35000
Commitments in respact of
Property, civil work & equipment 8,510 1461
Purchasa of Hardwar= / Softwars 36,772 B3,/61
45,282 8,270

The Bank makes commitmaonts fo extend credit in the narmal course of its businass but these being revocable cammitments do not
attract amv significant penalty or expensa il the facility 18 unidaterally withdrawn.

DERIVATIVE INSTRUMENTS

A dervative financial Instrurment is a financial contract betweon two partics where payments-are dependent upon moyameants in
price in-ane ar more underlying financial instruments, referance rates or indlces. The principal dervativas used by the Bank are
forward Toreign exchange contracts and equity futures, The Bank at this stage doos not engage in interest Rate Swaps, Forward Rato
Agreements and Fareign Exchange Cptions.

A forvward foresgn exchange contract Is an agreement to buy or sell a specified amount of forelgn currency on a specified future date
at an agreed rate. Equlty futures are exchange traded contractual agreements to either buy or sell a specified secunty at a spacific
price and datz in the future. The Bank énters inta thess contracts for the purposes of squaring curtency / equity positions.

All darivatives are recognized at their fair value. Fair valuasare obtained from quoted market pnces in active markets. Derivatives
are carried in the balance shest as assets when their fair value 15 positive and as linbilines when ther fair value is negative,

Cradit risk in respect of derivative financial instruments ansas from the potential for a counterparty to default on its contractual
obligations, The principal amount of the dervative contract does nol represent real exposure to cradi nsk, which is limitad to the
positive fzir value of Instrument,

The detalls of commitments under forward forsign exchangs contracts outstanding at year-end have besn glven In note 22.5, There
was no equity futures position at the yedrend.
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Decambar 31, Decamber 31,
2013 2012
Nota Rupees in 000
24 MARK-UP f RETURN / INTEREST EARMNED
On loans and advances to:
il Customers 6,160,622 6,852 585
iy Firanicial Institutions Z
On investments in:
1) Feld-for-Trading Securities 37.93%
ily dvallable-for-Sale Securitles 1,303,095 1382237
i} Held-to-Maturity Secunties . 116 [ 1533,808)
1,341,150 1,530,030
On deposits with Tinancial Institutlons 578 480
On eall money lendings 3,881 16,202
On securities purchased under resale agragmants 15214 178,355
7,621,435 8,583,566
a5 MARK-UP [ RETURNM / INTEREST EXPENSED
Deposits 4,196,452 5080 507
Securities sold under repurchase agresments 285,213 §33,803
Call bormowings 365,493 302,236
Barrowing fram State Bank of Pakistan under export refinance scheme 264,313 271,636
SWAF money market expense 330,487 345,592
Others 10,701 8,514
5462669 65681,338
16 GAIN / (LOSS) ON SALE OF SECURITIES - MET
Federal aovernmant securities
Market trzasury Gills 15,702 10,948
Palistan Investment bonds (24,533) {B,058)
GOP ljara Sulkuk Sonds 25,059 19,823
Shares - Listed 151,618 58,305
Term finance certificates 1284 3,441
Mutiial funds . 687 i
169917 84,381
27 OTHER INCOME B
Rent on property 15074 12,027
Gan on sale of property and equipmeant - net 125 56,276 22,884
Income from non-banking assets and profit from
sale of or dealing with such assets 23 44,475 28,455
Pastage, telex and other service charges recovered 38,349 29,503
Trade busingss rebate 49,231 47 238
Palastan remittance initiatives income 30,002 6,753
Others 45,213 18,444
279,610 165,804
i | [r the current vear, the Bank sold properties having bool value of Bs; 1,066 millien for B2 1,117 million,
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December 31, December 31,
2013 01z
hNote Rupees in '000
18 ADMINISTRATIVE EXPENSES
Salanes, allowances and other benafits 2,049,788 2,115,459
Charge (ar defined benefit plan 35.1.3/282 50,445 50,046
Contribution to defined contribution plan 352 59,960 63,043
MNon-executives directors fees, allowances and ather expenies 26,285 23,950
Rent, taxes, insurance, electricity, etc. 610,504 564,585
Leoal and professional charges 285,056 727219
Communications 162,772 128012
Repairs and maintenance 215,120 166,706
Stationery and printing 52,309 36,565
Security charges 66,744 56,794
Advertizerment and publicity 64,902 81,323
Donation - 200
Diepreciation (2.2 407,075 L
Amortization of intgngible assets 113 65,499 75,683
Auditors' remuneration 28 7,611 5110
Fuel and travelling expenses 133,478 107,551
Brokerage and commission 8,106 7,08
Subscriptions and nawspapers 10,571 8,562
Entertainment 34,509 24710
Others 76,793 87,507
4,407,937 4213855
28.1 Auditors' ramuneration T
Annuat audit feg 2,090 1,930
Half vearly review g8o 800
Specal certifications 3,865 2.000
Dut-of-pocket expenses 776 410
7,611 5,110
28.2 It imciudes gratuity paid in respect of outsourced staff amuonting tofs 0.579 million.
29 OTHER (REVERSAL) / PROVISIONS / WRITE OFF5
Reversal of Provision - nat 143 {119.000) | 148,500)
writeoffs 6,551 .
(112,449) {128,500
30 OTHER CHARGES —— —
Penaltios impasad by SBF 30.1 62,483 1.021
Operational loss 709 4012
Worker's Welfare Fund - 0,560
Impatrment In valus of Non-Banking Asssts 20,269
- 83461
30.1 This represents penalties impased by 5BF on vanous non-compliances related to rules and reguiations
a1 TAXATION
Currant
for the yaar - |
prior yaar = 9230

= i ]
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December 31, Decamber 37,
2013 2012
Maots Rupees in '000
Deferred
for the year 313 371,516 | | 184 885]
pror year 1—| [ {93.309)
__ 371,516 62676
371,516 1 FM___“.?E_E':
31.1 Relationship between tax expense and accounting profit
Lass before tax (1,528,078} {5259,2639)
Tax rate —55':% i‘]'}ﬂ;
Tax at applicable mte (534,827) {185,244)
Minmum tax - {92327
Permanent difference 28,963 359
Deferred 1ax asset wntten off / adjusted 119,542 g2209
Others 14,806
~ (371,518) "~ (184,998
31.2 The income tax returns of the Bank have besn submitted up to tax vear 2013, The Bank has filed appeals befare (ATIR) against cenain

diszllowances amaunting to Rs. 1,996 million madeo by Tax officer for assessmoent / tax vear(s) 2000-2007, 2007 -2002, 2002-2003 and
2004 The disaliowantes amounting to Bs. 682 millien [n respact of tax year 2003 and 2008 are pending at CIR (4). The management
is confident that the cutcame of these appeals would be in favour of the Bank,

3.3 The Bank's return in respect of AJK operations have been submitted up to and including tax year 2013, Certain appeals were filed
before the various appellate forumns which are pending for adjudication. The Management is confident that the cutcome of these
appeals would be in favour of the Bank.

Decembar 31, December 31,
2013 2012
Mote Rupees in 000
32 LOSS PER SHARE - BASIC AND DILUTED
Lass aftar taxation for the vear (Rupees In '000) 1,156,562 344,271
Weinhted averaos number of ardinary shares {in '000} 2,671,605 LE71,608
Lass per shara - Basic and Diluted (Rupeeg) [0L43) 013
33 CASH AND CASH EQUIVALENTS
Cash and balances with treasury banks 7 5,361,695 4,006,569
Balances with other banks 8 226,184 __ 85007
5587879 4092571
Decamber 31, Diecember 31,
2013 2012
34 STAFF STRENGTH Maots Mumber of persons
Permanent 1,211 1,260
Temporary/ Contractual basis 28 35
Bank's own staff strength at the end of the year 1,239 1,295
Dutsourced 34.1 1.647 1,455
Total staff strength i,iiﬁg '3',.? 59
340 This excludes outsourced secunty gaurds and commission based agents,
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35
35.1

35.11

35.1.2

STAFF RETIRENIENT BEMEFITS
Defined benefit plan

As disclosed in notes 4.1 2 and 6,102, the Bank aperates an approved aratuity scherme forall its regular employess, The enbitlement
of the ermployeases will start on completion of five years with the Bank beginring from January 07, 2005, Prejectad Unit Credit Actuanal
Cost Method has been used for actuanal valuation dated Decernber 37, 2013, The financial statements of the fund are separately
prepared and audited and are not included as part of these financizl statements, Contribution funds are placed with bank account

maintained with Sikbank in super profit scheme at a rate of 15%.

Amount recognized in the balance sheest:

Fresent vaiue of the defined banefit okligation
Less: Fair vaiue of the plan assets

Asset

Movament of present value of defined benefit obligation and fair value of plan assets

Asat January 1,2013
Curment service cost
Interest cast / (income}
Company contributions
Benefits paid

Remeasurements recognised in other comprehensive income;
Lass due to change in financal assumphons
Lass due to change in demagraphic assumptions
Gain due to changes in experience adjustment
Return on plan assets excluding amounts inclueded in interest incorme

As at December 31, 2013

As at January 1, 2012
Lurrent service cost
|rterest cost /income)
Company contributions
Bensfits paid

Remeasuremants recognised in other comprehensive incoma:
Gain on ohligations
Feturn on plan assets over Interest InComsE gain

Asat Decemnber 31, 20012

Decamber 31,

Decermnier 31

2013 2012
[Restated)
Note Rupees in "000
3512 251,241 133 540
35,12 [291,806) (2672.753)
~ (40,565) X TED
2013 -
Present value of Fair value of Total
defined benefit plan assets
abligation
- RUFEE-S i.n 'ﬂﬂu B
233,640 (262.753) (29,113)
53,162 = 53,162
30,024 (33.320) (3.296)
St (49.866) (49.866)
(33,227) 33,227 =
940 - o040
687 - 687
(33,985) - (33,985) |
L = 20,906 20,906 |
[32,358] 20,906 [11,452)
251,241 {291,806) (40,565)
2012 [Restated) ;
Present value aof Fair value of Tatal
defined benefit plan assets
olbligaticn
tacte - tarka el ROp&EE T 000
175179 1 190,368%) {11,153
51412 - 51,412
25,735 (27,907 11,364)
- (50,045} {50, 046)
(18,737} 18,737 :
e
(13,9744
(3.949) (13,974)
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Decambar 31, December 31,
2013 2012
35.1.3 Amount recognised in profitand loss; Naots Rupaes in ‘000
Current service Cost 53,162 51,412
Metmterest (3,296) {1,366)
I8 40 BG6 50,046
35.1.4 Movemant in llability:
Met defined benefit asset at the beginning of the year (22,113) 111,150
Charge for the year 3513 49,866 50,046
Remeasurements - gains recognized in OC) during the year 3512 (11,452) 117,823
Contribution by bank 35.1.3 (49, B66) 150,046)
Met defined benefit asset at the end of the year __-_f-'fi:ﬁ,'ﬁﬁ-ﬁ'! 'n!'iE'.'f"Ilfl!!
35.1.5 Actual return an plan assets 12414 41,075
Dacembar 31, Decamber 31,
2013 2012
35.1.6 Principal actuarial assumption ‘
Discount factor used (% per annum) 12.75% 12.00%
Expected increase ineligible pay (36 per annum}® 11.75% 11.00%
Mommal retirament age {vears) 60 yaars &0 years

*Salary increments were assumed to be given on 15t March each year

35.7.7  The discount rate of 12.75% (per annum compeund) |5 representative of yields on Paklstan Investment Bonds and high quality term
finance ceriificatos.

35.1.8 The cxpected charge for the yvear 2004 15 85, 45.82 millien,
35.1.9 The sensitivity of the defined banefit obligation to changas in the weighted principal assumptions s

Impact on defined benefit obligation

Change in Increase in Decrease in
assumption assumption assumption
Rupees in '000
Discaunt rate 1% 237,777 266,221
Salary growth rate 1% 267,410 236,482

The aboye sensitivity analysis are based an a change in an assumption while halding all ether assumptions constant, In practice, this
15 unhikely tooccur, and changas in some of the sssumplions may be correlated. When calculating the sensitivity of the dafined
benefit abligation to significant actuarial assumptions the same method (present value of the defined benefit abligation calculated
with the Projected Unit Credit Actuarial Cost Method at the end of the reparting period! has been appled as when calculating et
dafinzd benefit assat recognised within the statement of financial position.

Dacombar 31, Decamber 31,
2013 12
Rup=es in "000
35.1.10 Composition of fair value of plan assets
Pakistan Investment Bonds 204,592 184,359
lerm Finance Certificate 37.773 25158
Cashand cash equivalents 40,842 45,792
Natronal Investrment Trust Units 8,599 7.541
291,806 362,750

35.2 Dafined contribution plan

The Bank operates an approved funded contributary provident fund for all its permanent employeses to which equal monthly
contributions are made both by the Bank and the employees at the rate of 8.33% of baslc salary. The financlal statements of the fund
are separately prepared and audited and are not included as part of these financial statements. Contnbution funds are placed with
bank account maintained with Slkbank in super profit scheme at a mte of 10%,
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36

37

38

Deacamber 31, [ecember 31,
2013 2012
Mots Rupess in "000

Bank's contnbution 28 59,960 63,003
COMPENSATION OF DIRECTORS AND EXECUTIVES

2013 mi2 2013 mn12 2013 2012

President / Execintive
Chiaf Executive Directors Executives
Rupees in "000

Managerial remuneration 30,556 29861 15,667 25,083 497451 543,219
Charge far defined benafit plan 2,545 xam7y 2,138 2,089 41,438 39,686
Contribution to defined contribution plan 2,545 LART 2138 2,089 41,438 35,686
Rent and house malntenance 15,278 14,931 12833 12542 248,727 263611
Medical 3,056 T 9R5 2,567 2539 49,745 53722
Others 8,590 18772 7,057 14115 195,440 261,737

62,570 71,524 52400 58457 1078239 1206551
Mumber of persons remained during the year 1 1 1 1T 370 382

The Chief Executive, Exacutive Directar and Executives are provided with free uss of bank provided cars, Beecutive means emplovess,
other than Chief Executive Officer and directors, whose basic salary exceeds five hundred thousand rupecs in & financial year,

FAIR VALUE OF FINANCIAL INSTRUMENTS

Faur value is the amount for which an asset could be exchanged, or a liatulity settied, between knowled geabile willing parties in an
arm's length transact:an,

The fair value of traded Investments is based on quoted market price. Fair value of unguoted equity investrments is determined on
the basis of break-up value of these investments as per the latest availlable audited financal statements, less impairment (IFany)

The fair value of fived teon loans and adyances, other assets, other liabilities and feed term deposits cannot be calculated with
sufficient rellatnlity due toabsence of coment and active market for similar assets and liahilities. Loans and advances are reduced
for any impalrment against non-performing advances determined in accordance with the Bank's accounting policy and Prudential
Regulations detalled Innotes 6.5 and 11.3

The effective yield / interest ratas, matunty and repricing profile are stated in notes 41,223 and 471.3.] respectively.

In the apinion of the management, the fair value of the remaining financal assets and lishilities are not significantly different from
their carrying value since assets and habilities are either short term in nature or in the case of customet loans and deposits are
frequently repriced.

SEGMENT DETAILS WITH RESPECT TO BUSINESS ACTIVITIES
For management purposes the Bank 15 arganized inta fallowing majar business segments:

Whalzsale Banking *
- Cansurer / SME Banking *

Allassets, Habilities, off balance shoet items and tems of income and expenso are distnbuted In primary segments in accordance

with the core functions performed by the business groups.
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Wholesale Consumer f Total
Banking SME Banking

2013 Rupees in '000
Total income - net 822,456 2,661,880 3,484,336
Total expenses (1,101,986) (3,910,428) (5,012,414}
Met loss 1279,530) (1,248,548) {1,528,078)
Segment Assets (Gross) 60,802,789 36,516,297 97,319,086
Segment Nen Performing Loans 6,236,754 3,635,232 9,871,986
Segmeant Provision Required 3,615,511 1,903,259 5,518,770
Segment Liabilities 23,792,819 62,232,309 85,125,128
Seqment Return on net Assets (ROAD (%) 0.73% =-3.935%
Segment Cost of funds (%) 9.67% 5.92%
2012 (Restated)
Total income - net 844,573 2,122,321 2,966,894
Tatal expenses 1464,607) [3,031,562) {3,456,163)
Met incaome / (loss) 375,552 {805,341 (5.29,269)
Segment Assets (Gross) 60,928,156 33207 437 4,205,633
Segment Mon Performing Loans 7. 366,746 345021 10816957
Segment Provision Required 3,863 817 261323 5,125,136
Seqgment Liahilitias 20,206,956 63,500,788 83,707,785
Segment Return on net Assets (ROA) (%) 1.00% -2.81%
Segment Cost of fund (%) 11,415 TA2%

* Thesa include |slamic |!J;1|||.-:i|1g Business (far detalls refer Anmexiare (1,

39 RELATED PARTY TRANSACTIONS

Related parties compnsa of directors, major shareholders of the Banik and the companigs owned by such shareholders, entibies owned
by the directors of the company, companies where directors of the bank also hold directorship, assodates, key employees and entities
that have key management persannel m commaon and employes benellt plan,

Tranzactlons: with relatad partios are carried aut In the nommal course of business at agreed terms ather than those transactions
which are made under the terms of employmant, the majarity of the transactions with related parties comprize of loans and advance,
deposits, ssuance of letter of credits and guarantees,

Achvances far the house bullding, cenveyance and for personal use have also been provided to the staff and executives at the reduce
rates in accordance with the amployment and pay policy,

Transactions with associate and kay management are also sxecuted substantally on the same terms or as per the employment terms
(note 1.L.5.1).

Dretails of transactions with related parties and balances with therm as ar the vear-and wara as follows
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Dacembar 31, 2013 Bracember 31, 2012
Key manage Associated ey manage  Associaed
Dirgctors -ment compenies &  Dlrectors “MmEent COMpAnIEs &
personngl  common personnel  common
& Others directorship - 3: _I:_I_t_l'uers directorship
Rupeas in '000
Balances
Loans
Loans outstanding at beginning 1.871 20,560 57,918 21,399 11,849
Loans glven during the year 250 29.393 3,361,797 1871 18661 3507845
Loans repad during the yaar (125) (45,944) (3,123,648) (27,3849 (18,9500 (3,450,028}
Loans outstanding at the end of the year 1.996 4,009 296,067 1.871 20,560 57218
Deposits
Deposits at beginning 13,726 178.411 142,790 18,535 78,103 66,925
Deposit received duning the year 509,817 1,647,050 1,268,140 321,856 1,706,837 71,825
Deposit repaid during the year (485,521) (1,577,122} (1,301,362 (126865 116065190  (895.581)
Deposits at the end of the year 38,022 248,339 109,568 13,726 178411 142,790
Invastmeants - Shares
At the beginning of the year .
Investment made-during theyear . . 284,354
Redearned / Impaired during the year . . (76,879)
Investments at the end of the year - - 207475
Transactions
Shiort tarm employment benefits 105,532 arziIn . 120.82% 571,849
Termination benefils 9367 28,360 - 5,154 38,544
Mark-up earned 250 1,754 105,256 344 3,102 27442
Mark-up paid on depasits 2,155 5945 7,823 452 /.202 11,851
Services rendered [/ goods supplied 26,818 124,815 138410 25314 126532 121,645
39.1 Depasits of employees Provident Fund and employees Gratulty Fund - R84 milllen (2001 2: 95 milllen) carries mark-up at the rates
ranging from 10% to 15% (2012; 10% to 15%),
40 CAPITAL ASSESSMENT AND ADEQUACY

40.1 Scope of Applications

atate Bank of Pakistan vide circular # BPRD 6 dated August 15, 2013 revised and updated Basel || Framewaork in accordance with
Basel-ll capral reforms and clarifications to furthear strengthen capital related rules,

The Basel-lll Framewark is applicable 1o the Bank on a stand alone basis and the Bank has adopted the Standardized approach far
Cradit and Market Risk and Basic Indicator &pproach for Operational Risk while using the simple approach for Credit Risk Mitigation
a5 per SEF guidelines. Saudl Pak Insurance Company Limitted [(SFICL) tsanassoctate of Slilkbank hmited which has not been considerad
far consolidation both under accounting and regulatory scape of cansolidanon, Silkbank limited oywns 23.07% Investmant In sharss
of SPICL due towhich the Bank has acquired sigmificant influence, but not controf, over financial and operating policies of SPICL

40.2 Capital Management

Objective of capital management:

The Bank manages its capital to-attaln following abjectives and goals:
Ta carmply with statuary capital reguirements set by regulators and caomparable with pears;
Ensuring sufficient higquidity to support Its financial ebligations and execute (ts operating and strateqic plans;
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- Maintaining healthy liquidity reserves and sccess to capital:

- To mitigaie all expected and unexpected |osses to keep institution 3 going concem 5ot can continue to provide adeguate return
to share holders; and
To extend credit to support growth even in adverse and stressed economic environment.

Statutory Minimum Capital Requirament and Capital Adeguacy Ratio

The State Bank of Pakistan (SBP! vide BSD Clroular Mo, 7 dated Apdl 15, 2009 has set the Minimum Capital Reguirement (MCR! for
Banks of Rs, 10 billlan (net of losses) for all locally Incorporated banks to be achieved up wo December 31, 2013, The Banks are also
required to maintain a Capital Adequacy Ratio ({CAR) of at least 10% of the nsk weighted assets of the Bank. The capital of the Bank
inet of losses and discount on shares) as of December 31, 2013 amounted 1o As. 3.90 billion excluding genetal reservas of Rs, 162
millien and convertible preference share of Rs.2.2 billion. The CAR of the Bank a3 at December 31, 2013 5 6.93%

In arder to mest the shartfall from reguired CAR of 10% and MCR of Rs. 10 bilhon and improve tha financial condibion of the Bank
the Bank and Sponsors of the Bank have proposed to take steps as mentoned i note 1.3,

The capital adequacy ratio of the Bank was subject tothe Basel ||| capital adeguacy guidelines stipulated by the State Bank of Pakistan
thraugh Its circular BPRD Circular No. 06 of 2013 dated dugust 15, 2073, These Instrections are effective from December 31, 2013
ir @ phased manner with full implementation intended by December 31, 20015 Under Bazel Il guidelines baniks are reguired to
miaintain the fallowing ratios on an ondgaing basls

Phase-in armangement and full implementation of the minimum capital requirements:

Ratio Year Ason Dac3l
2013 2074 2015 2016 2017 2018 2013
: CETI 5.00% 5.50% 6.00% 6.00% G.00% & DD%I &Uiﬂhf
ADTI 1.50% 1.50%, 1.50%: 1.50% 1.50%: 1 .5{_1[1{:! 1,500
Tier 1 &.50% 7000, 7500 7508 7.5000 I-’.SU'%{.: .'-'.51}%:
Total Capital 10.00% 10.00% 10.00% 10.00%: 10.00%: 1 G.ﬂﬂ%i 10.00% ;
g O ) - - 025% 0.05% 1 27 5% 1.50%| 2.50% |
Total Capital plus CCB 10.005%% 10.00% 10.25% 10.65%: 11.28% 11 .EU%! 12.50%

*{Consisting of CET1 anly)
Bank's regulatory capital is analyzad into following tiers.

Commaon Equity Tier 1 capital (CET1), which includes fully paid up capital, balance in shars premium account / dscount on issue of
right shares, genaral reserves, statutory reserves as parthe iinancial statements and net unappropnated profits after all regulatory
adjustments applicable an CETY {refer to note 0.3},

Additional Tler 1 Capital (ATT), which includes perpetual non-cumulative preferance shares (which are allowed o be included in Tier
| Capital as per BPRO/CS/2900/13 dated March 13th, 2013] after all regulatory adjustments applicable on AT {refer to note 40,3},

Tier 2 capital, which inciudes Subordinated debt/ Instruments, general provisions for loan Iosses (up to @ maxdimum of 1.25 % of credit
riss weighted assats), gross reserves on revaluation of fixed assets and equity investments up to a maximum of £5% of the halance
and foreign exchange translation reserves after all regulatory adjustrents applicable on Tier-2 (refer 1o note 40.3),

Banking operations are categorized as elther trading book or banking book and risk-welghted assets are determined according to
specified requirements of the State Bank of Pakistan that seek to reflect the varying levels of nsk attached to on-balance sheet and
off-balance sheet exposures, The total risk-weighted exposures compnse of the credit nsk, market risk and operational risk.

The Bank uses raputable and SBP approved rating sgencies for deriving risk weight to specific eredit expasures, These are applled
consistently across the Bank credit portfolio for both cn-balance sheet and off-balance cheat exposures.

For domsastic claime, External Credit Assessment Insttutions (ECAIS) recommended by the State Bank of Pakistan (5BP), namety
Pakistan Credit Rating Agency Limited (PACRA) and JCR-VIS Credit Rating Company Limited (CR-VIS! are used. For claims on foreign
entities; ratings assigned by Standard and Poor's, Fitch and Moochy's are used, Foralgn exposunes not rated by any of the aforementioned
rating agencies were categorized as unrated.
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SBP Indicative mapping process as instructad in SBF circular "Minimum

Exposures 1013

JCR PACRA | S&P FITCH | Moody's
Carporata " |
Banks ¥ | v "

Capital Requirements for Banks and DFIs™ {indicated in table

below] was used to map alphanumeric ratings of PACRA, JCR-VIS, S&F's. Mooady's, Fitch Ratings, and numeric scores of ECAs, to 58P

rating grages.

Mapping to SBP Rating Grades

Long-term rating grade mapping

SBP Rating Grade PACHA ‘ JCR-VIS | FITCH S&p MOODY'S ECA Scores
ARA | AAA | AAA AAA faa 0,1
1 A+ I Pt i Ads b 431
Al [ AA i AA AA ha2
A | AA | Ad AL a3
A+ | L | A+ B+ A1 2
2 A i A | A A A2
A I a. ! A 8. A3
BER= BBE+ | BBB+ BEE+ Baal 3
3 BBE | BEE i BEB BBB BaaZ
BB | e | ses BBE- Baa2
BB+ | BB+ | Bt BB+ Bal 4
4 BB | BB | BB B8 _ BaZ
BB- | BB | BB BB Ba3
B+ TS - 7S Y 56
5 8 [ | B B B2
B- i B- | B- - B3
& CLCCH and Below CCC+and CCC+ and CCC+and Caaland 7
‘ Below ‘ Below Below Below
Short-term rating grade mapping
SBP Rating Grade PACRA JCR-VI1S FITCH | S&P MOODY's
51 A1 Al F1 | AE A =
52 A2 A2 Bl A2 P2
53 A3 A3 F3 | A-3 P-3
54 Others Others Others | Others Others
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Capital Structure

Note

Common Equity Tier 1 capital (CET1): Instruments and reservas

Fully Pard-up Capital/ Capital deposited with SBP

Balance in Share Fremium Accourd

Reserve for issue of Bonus Shares

General/ Statutory Reserves

Gain/Lesses) on derivatives held as Cash Flow Hedge

6  Unappropnated/unremitted profits! (losses!

7 Minorty Interests ansing from CETY capital instruments issued to third
party by consolidated bank subsidiaries (amount allowed In CETY
capital of the consolidation group)

B CET 1 before Regulatory Adjustments

LT, EEF = PR N

40.3.1

Cormrmon Equity Tier 1 capital: Regulatory adjustments
9 Goodwill (netof related deferred tax liahility)
10 All other intangilxles (net of any associated deferred tax liability)
11 Shortfall of provisions agsinst classified assets
13 Deferred t@xassets that rely on future profitability excluding thase arlsing
from temporary differences (net of related tax hability)
13 Defined-benefit pension fund net assets

14 Reciprocal cross holdings in CET) capital Tnstrumeants

15 (Cash flow hedge reserve

16 Imwestrment inown shares! CETT instruments

|7 Securitization gain on sale
16 Capital shortfall of requiated subsidiaries
15 Deficit on account of revaluation from bank's bioldings of property/ 4FS

20 Investrments in the capital instruments of banking, financial and insurance
entities that are outside the scope of regulatary consalldation, where
the bank does not own morve than 10% of the issued share capital
(arnount aoove 10% threshold)

21 Significant Investments in the capital instruments issued by banking,
financlal and insurance entities that are outside the scope of regulatory
conzolldation {amount above 10% threshold)

23 Deferred Tax Assets arising from emparary differences armount above
10% thréshold, net of ralated tax fabitity)

23 Amount exceeding 15% threshald

24 of which: significent Investmeants in the common stacks of finandial antities

25  ofwhich: deferred tax assets arising from temporary differonces

2o Mational specific regutatory adjustments applied to CETT capital

27 Investment in TFCs of other banks axcoeding the prascribad limit

28  Any other deduction speafied by SEF (mention details)

23 Regufatory adjustment applied 1o CETT due to insufiicient

AT and Tier 2 to cover deductions

30 Total reguiatory adjustments applled to CET1 (sum of @ to 25)

Common Equity Tier 1 (&)

Decambar 31, Decarbar 31
2013 2012
Rupeas in ' 000
| Amount subject |
Amount | to Pre-Basel lll Amount
ftreatment
— R
26,716,043 26,716,048
(13,284,674) (13.284.674)
|
162,762 162,762
{10,404,786) {9.278,313)
3,184,350 4,315,823
- ! .
(407 851 [478,727)
(178,356 (210,708)
1,340,549
190,710
124,018
2,385,569
175,140
(586,207} (713,443)|
2,603,143 3602380
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Note

Additional Tier 1 (AT 1) Capital

11
32
33

34

5

f

Lbj o s

Qualifying Additional Tier-1 Instruments plus any related share premium
of which: Classified as equity
of which: Classified as habilities

Additional Tiar-1 capital instruments issued by consalidatod
subsidiaries and held by third partie: amaount allowed in group AT 1)
of which: instrumeant issued by subsidraries subject to phase-out

ATV bafore regulatory adjustments

Additional Tier 1 Capital: regulatory adjustments

37

44
45
d6

[ryestrment in mutual funds exceeding the prescribed linit

(SBP specific adjustment)

Investment in own AT capital instruments

Redprocal cross holedings in Additional Tier 1 capital instruments

Investments in the capital instruments of banking, financial and
Insurandentitias that are outslde the scope of regulatany consalidation,
whera the bank doas not own maore than 10% of the issued share capital
tamount above 10% threshold)

Sigruficant investments in the caprtal instruments issusd by banking,
financial and insurance entities that are outside the scope of
regulatory consolidation

Portian of deduction applied 50:;50 1o core capital and supplementary
caplial based on pre-Basel ||l treatment which, during transitional perfod,
remain subject to deduction from tier-1 capital

Regulatary adjustments apphed to Addtional Tier 1 dus 1o
insufficiant Tier 2 to cover deductions

Total of Regulatory Adjustment applied to AT1 capital

Adiditeamal Tier 1 capital

Addmanal Tier 1 capital recognized for capital adeguacy

Tier 1 Capital (CET1 + admissible AT1)

)]

Tier 2 Capital

47
48

Cualifying Tier 2 capital instruments under Basal (]
Capial instrurents subjact 1o phase out arrangement
fram tier 2 (Pre-Bazel Il Instruments)
Tier 2 capital instruments issued to third party by consolidated
subsidianes {amount allowsd In group tier 2)
of which: imstruments issued by subsidiaries subject to phase out
Genarzl Provisions or general reseryes for loan losses-up ta
maximurn of 1.25% of Ceedit Risk Welghtad Assets
Revaluation Ressrves
4331

af which: Revaluation raserves on Property
of which: Unrealized Gains/Lossas on AFS
Foreign Exchange Translation Reserves
Undisclozed/Other Reserves {if any)

T2 befors regulatary adjustments

Dacambear 31, December 31,

{c=a+0ht

2013 2012
Rupeas in " 000
Amount subject
Amount | toPre-Basel Amount
treatment®
2300 000
2,200,000
{31,790)
£31,290]
_4168./10
_ 7E0243 . .
3,384,086 3,601380
300,210 158,169
40,105 441,778
231,716 58435
972,031 658,384
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December 31, Decambar 31,
2013 2012
Mote Rupeas In ' 000

Amount subject
Amount | to Pre-Basel lll Amount
treatmeant®

Tier 2 Capital: regulatory adjustments

58 Portionof deduction apphed 50:50 to care capital and supplementary
capital based on pre-Basel |l treatmeant which, dunng transimonal
pernod, reman subject to deductan from tier-2 capitzl (31,290) 124,016

59 Reciprocal cross holdings in Tier 2 instruments

50 lnwestment in own Tier 2 capital instrumeant

&1 |rvestments in the eapital instrumernits of banking, finandal and
naurance entities that are outside the scope of regulatory consolidation,
where the bank does not own move than 10% of the issued share capital
(Emount above | 0% threshald)

82 Snificant imvestments in the capital instruments issued by banking,
financial and insurahce entities that are outside the scope of regulatory
consolidaton

83 Amountof Regulatory Adjustment applied to T2 capital (31,2508 (24.018)|

£

Ther 2 capital (T2}
65 Tier 2 capital recognized for capital adequacy 40,721
66 Excess Additional Tier 1 capital recognized in Tier 2 capital BA145%

&7 Total Tier 2 capital admizsible for capital adaquacy (d} 1,822,200 534368

TOTAL CAPITAL (T1 + admissible T2) [e=c+d] 5,206,286 4.336,748

Total Risk Welghted Assats fi=frg+h) 515,1?5.1?!' 74516312

68 Total Credit Risk Weightad Assets if 65,651,837 o4, 788 428

o9 Risk weighted assats in rospect of amounts subject
10 Pre-Basel Il Treatrment

70 of which: recognized portion of investment in eapital of banking,
financial and insurance entities where halding is more than 10%
of the ssuad common share capital of the entity

71 of which: deferrad tay assets

73 af which: Defined-benefit pension fund net assets

73 of which: [insert name of adjustment]

74 Total Market Risk Walghted Asscts al 3877681 45514815

75 Total Operational Risk Weighted Assets {h) I_:T.'_'H 6,254 4,738,071

SILKBANK 7
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Notes to the Financial Statements
for the year ended December 31, 2013

[Current Year) {Priar Year|
Maote Rupeesin' 000
| Amount subject |
Amount | to Pre - Basal Il
treatmeant®
Capital Ratios and buffers (in percentage of risk walghted assets) — =11
T8 CETY to total RWA [a/T) 3.46%
77 Tiar1 capital to total RWA {3 1] 4 50% 483%
78 Total capital te RWA, (&) 6.93% 5 A9%,
79 Bank specific buffer requiremant (minimum CET1 raguircment
plus capital conservation buffor plus any ethor buffer requireriant)
80  ofwhich: capital conservation huffer requirement
81  ofwhich:countercyclical buffer reguirament
82  ofwhich: D-5IB or G-3IB buffer requirernent
83 CET) available o mest buffars
las a percentage of risk waightod assets)
Mational minimum capital requirements prescribed by SBP
24 CET! minimum ratia 50095
85 Tier 1 minimum ratio 6.50%
86 Total capital minimum ratio 10.00%0 10.00%

Amounts below the thresholds for deduction (before risk weighting)

87 MNon-significant investments in the capital of other financial entities
BA Significant investrments in the common stock of financial entities
89 Defesred tax assets ansing from temporary differences

(ret of related oo liabilrey)

Applicable caps on the inclusion of provisions in Tier 2

20 Provislons eligible for Inclusion inTler £ In respect of exposures
subyect to standardized approach {prior te application of cap) 300210 158,169
91 Capan Inclusion of provisiens in Tier 2 under standardizred approach
92 Provislons eligible for Inclusion inTier 2 In respect of exposures
subject to internal ratings-based approach {prior to application of cap!
93 Cap for inclusion of provisions inTier 2 under internal ratings-based approach

40.3.1  In 20717, the Bank acguired the Cantral Office Karachi Prapecty for Bs. 248 billion from M Anf Habib Equity (Private) Limited, The aid
property was sokd to Anf Hatdh Equity (Private) Limited for Rs, 2 bilhon through an agresment 1o sell dated 29 June 2000, The transacticn
wias necessitated due to long term neads of the Bank for such property and plans of Al Hibib Equity (Private) Limied Tor the said
Froperty.

In view of the repurchase of the property, State Bank of Pakistan while recognizing the sale as a sale, vide their letter dated August
24, 2011, have advised the Bank to reclassify 50% of the gain realized on sale of the said property (including amount transfemed from
revalugation surplus to accumulsted loss) for capital adequacy calculation purposes as part of Tier-2 capital with treatmant simitar to
Eevaluation reserves. Accordingly, an amount of Bs. 877,937 million has been transfarred from Accumulated foss to Bevaluation reserve
[elimible upto 45%) as Trer Il Capital for Capital adequacy calculation. Total Capital Adequacy Ratioat 31 December 2012 has been
adjusted accordingiy.
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Balance sheet az in Under reguiatory

published of scope of consolidation poy
Financial statements As at period
As at period end end
40.4 Capital Structure Reconciliation Rupees in ‘000

Table: 40.4.1
Assets g —_
Cash and balances with treasury bankes 5381655 5,351,595 |
Balanced with ather banks 22684 226,184
Lending to financial mstitutions 446,050 | 446 559
| vestmeants 14,853,257 | :—1,3.‘.%5.'?.":'”
Advancas 56,088.4359 56,088.439
Dperating fived assets 4 651552 4./97, 552
Deferred tax assats 3839078 | 3,839.078 |
Dther aszets 6,793,252 6,293.352 |
Total assets 91,800,316 91,800,316
Liabilities & Equity fe et B
Bills payanle T F47A00 ].?3'-’,40".?'
Barrowings 11,381,575 11,381,875
Ceposits and other accounts 62,433.452 | 89,433,453
Sub-grdinated loans
Liabilities against assets subject to finence l=ase -
Deferred tax liabilities
Other hiabiiitles 1,962,301 | L_1,562,301 |
Total liabllities 85,125,128 85,125,128
Share capital! Head office capital account 26,716,048 | 24,714,048
[hscount on issue of right shares {12, 284.674) {13,284.674)
Reserves 162,762 | 162,762
Convertible preference shares 2,200,000/ 2,200,000
Unappropriated) Unremitted profit/ (losses) (9,526, 54%) {5,526,840)
Surplus on ravaluation of assats 407,90 407501
Total liabilities & equity 6,675,188 6,675,188
Table: 4042
Assets < =
Cash and balances with treasury banks 5,361,695 | 5,361,695
Balancad with other banks 735,184 276,184
Lemding to financial institutions 445 859 | 445,559
Investments 14,B53.357 | 14,853,257

of which: Nan-significant capital investrments in capital of othear

lnancial Institutions exceeding 10% thrashold

of which: significant capital investments in financial sector

entities exceading regulatory threshaold

of which: Mutual Funds exceeding regulatory threshold

of which: reciprocal cressholding of capital instrumest

of which: others (CAP 2 deductions under Basa[ |

(50% from Tier-1 and 50% from Tier-2) ) 62,580 | 62,580
Advances 56,088,439 | 56,088 439
shartfall In provisions/ excess of total EL amount over

eliglble provisions under [RB

general provisions rellacted in Tier 2 capltal 300210 300,210 |
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Notes to the Financial Statements
for the year ended December 31,2013

Balanca sheet asin Undar vegulatory
published of scops of consolidation pgp
Financial statements As at period
As at period end end
Rupees in "000

Fixed Assets 4,691,552 [ 4691552
Deferred Tax Assets 3,839,078 3,839,078

of which: OTAs-excluding thoss ansing from temporary difference - ]

ot which: OTAs arising from tamporary differénces

exceading regulatory, threshold I

Oither assets 6,493 252 6,293,252

of which: Goodwill - -1

of which: Imtanmbles k

of which: Defined-benafit pansion fund niet ssset | |
Totzl assets 91,800,316 91,800.316
Liabilities & Equity
Biliz payable 2747 400 2,747 400
Borrowings 11,281,975 11,381,575
Dreposits and other accounts 69433457 59433 453
Sub-ordinated loans - -

of which: ehgible for inclusion in AT1 - -| m

of which: eligible for inciusion in Tier 2 - -l m
Lrabilities agamst assets subject to finance fease - -
Dreferned tax liabilities - -

of which: DTLs related to goodill - -1l @

of which: D7Ls related tommtangible assets - -l p

of which: OTLs related to défined pension fund net assets -l g

of which: other deferred tax liabilities - -l T
Other habilities 1,562,301 . 1,562,301
Total liahilities 85,125,128 85,125,128
Share capital 26,716,048 26,716,048

of which: amount eligible for CET1 26,716,048 26,716,048 s

of which: amount ehgible for 471 - =]t
Discount on issue of right shares {13,284,674) {13,284,674)
Reserves 162,762 162,762

of which: portien eligible for Inclusion in CET1(pravide breakup) 162,752 162,762 u

of which: partion eligible for Inclusion in Tier 2 - -l W
Convertible preference shares 2,200,000 2,200,000
Unappropriated profit! (losses) (9.526,849) (9,526,849] w
Minority Intersst

of which: pertion eligible for inclusion in CET1 - %

of which: portion eligible for indusion in AT1 - -1 ¥

of which: portion ehgible for incdusion in Tier 2 - -l z
Surphus on revaluation of assets 407,901 407,901

of which: Revaluation reseryves an Property 334,701 34700 o

of which: Unrzalized Gains/Losses an AFS 73.199 73,199
In case of Defict on revaluaton (deduction from CETT) . -| - ab

Total Liakilities & Equity 91,800,216 91,800,316
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Table: 40.4.3

Component of Source based on
reguiatory reference number
capital reported from step 2

i . i by bank
Common Equity Tier 1 capital (CET1): Instruments and reserves

26716048

=k

Fully Paid-up Capital! Capital deposited with S56F

Balance in Share Premium Account (13,284.674)
Reserye for issue of Bonus Shares
Genoral Statutory Reserves 162762
GaindlLosses) on denvatives held az Cash Flow Hadge
Unapproprated/unremitted profits/(losses) (104804, 786)
Minonty Interests ansing from CET1 capital instruments issued to third

party by consolidated bank subsidianes (amount allowad in

CET1 capital of the consolidation group)
B CET 1 before Requlatory Adjustmants

Comman Equity Tier 1 capital: Regulatory adjustmeants
9 Goodwill (net of related deferred tax liakiliy)
10 Al sther intangibles (net of any associated deferrad tax labildy) (407,851)
11 Shortfall of provisions against classified assets [178,356)
12 Deferred tax assets that rely on future profitability excluding those arising
from temporary differences (net of iefated tax liability) -

13 Defined-benafit pension fund net assets -
14 Reciprocal cross holdings in CET1 capital instrurments
15 Cash flow hedge reserye

1& Investrment in own shares CETT instrumanis

w| O o B W e

3,189.350

17 Securitization gain on sale -
18 Capital shortfall of regulated subsidiaries -
19 Deficit on account of revaluation from bank’s holdings of property/ AFS -
20 fnvestments in the capital instruments of banking, financial and insuranca

entities that are outside the scope of regulatory consolidation, where the

bank does not own maore than 10% of the ssued share capital

(amount aboye 109 thrashold)
21 Significant investrnents in the capnal mstruments issuad by banking, financial

and Insurance entlties that are outside the scope of regulatary consolidation

famount above 10% threshold) -
27 Deferred Tax Assets arising from temporary differences [amount above

10% threshaold, met of related tox liability) -
23 Amount exceeding 15% threshold -
24 ofwhich: significant investmonts in the common stocks of financial ontities
25 af which: deferred tax assets arising from temparary differences
46 Matlonal specific regulatary adjustments applied to CET1 capital -
27 Investrment In TRCs of ether banks exceeding the prescrilied limit
28 Any other deduction specified by SBP (mention detalls} -
29 Regulatory adjustment apphed to CET1 due to insufficient AT1 and

Tier 2 to cover deductions -
30 Total regulatory adjustments applied 1o CET1 (sur of 9 to 25) L586,207)
Commaon Equity Tier 1 2,603,143

Rupees in '000

{5} |

lwi

[x}

(j}=lod

k) = {p}

{f}

[{h) - {r)} * %%
[0 - i)k * %
(e}

{ab}

{a} - {ac) - {an}

{ts) - (gt - (af}

i
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Componeant of Source based on
ragulatory reference number
capital reported from step 2
by bank

Rupeas in ‘000
Additional Tier 1 (AT 1) Capital
31 Guahfying Addmonal Tier-1 instruments plus any refated share premium

32 ot which: Classified as equity 2,200,000} ]
33 of which: Classified as habilities - [rm)
34 Additional Tier-1 capital instruments ssued by consalidated

subsidiaries and held by thind parties (amount allowed in group AT 1) (]
35 of which: instrurment issusd by subsidianes subjact 1o phase out -
i6 AN before regulatary adjustrients 2,200,000

Additlonal Tier 1 Capitab regulatory adjustments

37 Investrnent m mutual funds exceeding the prescribed limit
[SBP specific adjustment)

38 Inviestrment in own AT T capital Instruments

39 Reciprocal cross holdings in Additional Teer 1 captal iInstruments

AD Invastments in the capial instruments of banking, financial and insurance entities
that are outside the scope of regulatory consolidation, where the bank does not

own mare than 10% of the issued share capital (amount above 10% threshold) - \ac)
41 Significant investments In the capital instrurments issued by barking, financal and
insurance entltios that are outside the scape of regulatery consolidation (aedl)

43 Portion of deduction apphisd 50:50 to core capital and supplementary
capital based on pre-Basel lll tregtment which, during transimonal period,
remain subject ta deduction from Tier-1 capital (31.290)
43 Regulatory adjustments applied to Additional Tier 1 due to insufficient
Ther 2 1o cover deductions

44 Total of Regulatory Sdjustment applied ta AT1 capital (31,290)
45 hdditional Tier 1 capital 2231,290
45 Additional Tier 1 capital recognized for capital adeguacy 780,943

Tier 1 Capital (CET1 + admissible AT1) 3,384,086

Tier 2 Capital
47 Quahfying Tier 2 capital Instruments under Basel I
48 Capital Instruments subject to phase out arrangement fram

Tier 2 (Pre-Basel Il instruments) ()
£3 Tier 2 caprtal instruments issued to third party by consolidated subsidiarnes
(amount allowed i group Tier 2! . )

30 ofwhich: instrurments issued by subsidianes subject to phase sut

51 General Provlsions or general reéserves for loan Insses-up to maximum of 1,75%

of Credit Risk Weighted Assets 300210 [}
52 Revaluation Reservas eligible for Tier 2
53 of which: portlon pertaining to Property 440,105 partion of (aa)
54 of which: portion pertaining to 4F5 securties 231,716|
55 Foreign Exchiange Translation Reserves - v

56 Undisclosed/Other Reseryes (iFany) =]
57 T2 before regulatory adjustments 972,031
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40.5

Tier 2 Capital: regulatory adjustments

58 Portion of deduction applied 50:50 to care capital and supplemeantary capital
based on pre-Basel |1 treatrmant which, during transitional period,
remain subject to deduction from Teer-2 caprtal
59 Reciprocal cross holdings in Tier 2 instruments
60 Investment In own Tier 2 caprtal instrument
61 Investments in the capital instruments of banking, finanoal and insurance
entities that are outside the scope of reguistory cansalidation, when the
bank does not awn mare than 10% of the issued shame capl=l
[amount above 109 threshald)
&2 Significant investments in the capital instruments issued by bankina, financial
and insurance entiies that are outside the scope of regulatory consolidation
63 Amaunt of Reguiztony Adjustment applied 1o T2 camtal
&4 Tler 2 capital (T2)
65 Tier 2 capital recognized for capital adequacy
b6 Excess Additional Tier 1 capital recognized in Tier 2 capital

&7 Total Tier 2 capital admissible for capital adequacy

TOTAL CAPITAL (T1 + admissible T2]

Main Features Template of Regulatory Capital Instruments

Compaonent of Source basad on
regulatory reference numbear
capital reported from step 2
by banlk

Rupeas in ‘000

{31,390)

{31,290)

240,741
BAT 459

1,822,200/

5,206,286

{ae)

iaf}

|Main Features
1 Issuer

2 Unigue identifier (eg K3E Syrmibol or Bloombeng identifier etc.)

3 Governing law(s) of the instrumeant
Regulatary treatmeant

= Transiticnal Baze! [l rules

5 Poct-transitional Basal [l rules

& Eligilabe ar solo/ aroup’ groupisolo
7 Instrument type

8  Amount recognized in regqulatory capital
(Currency in PKR thousands, 335 of reporting date)

9 Par value of instrument
10 Accounting classification

Commion Shares
Silikk Bank

SlLK

Pakistan

Common Equity Tier |

Comman Equity Tierl

Ordinary Shares

Rz (Thousand)
26,716,048
PER 10
Shareholders' Equity

Imstrument -2
Silk Bank

Pakistan

Additional Tier-1

Additional Tier-1

PMNCPS

Rs. (Theusand)
2,200, 000
PKR 25
Sharsholders’
Eqjuity

SILKBANK >
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11 Original date afissugnes 1894 78-Mar-13

12 Perpetual or dated

13 Original matunty date . A yearsalier
IssUance

14 lisuer call subject to priorsupervisory approval - Yas

15 Optionzl call date, contingent call dates and redemption amount - After one yaar

16  Subsequentcall dates, if applicable -
Coupons ¢ dividends -

17 Fixed or floating dividend/ coupon Frved

|8 coupon rate and any related indexy’ benchmark

19 Bwrstence of a dividend stopper

20  Fully discretionary, partially discretonary or mandatony

21 bwstence of step up or other Incentive to redeem
22  MNoncumulative or cumulative Moncumulative
3 Convertible or non-convertible Convertible
24 I convertible, canversion trigger (s) - Upon expiry af 3
years
25 Ifcanvertible fully or partially
2 If comvertible, comversion rate a7
27 Ifconveriible, mandatory or aptlonal converslon Cptianal
1 Ifconvertible specify instrument type convertibla into . Common Equity
39 Ifconvertible specify issuer of instrument it converts Imto -
3 Wirite-down festure
31 I write-down, write-down trigger(s)
2 Ifwnte-down, full or partial
33 Ifwrite-down, permanent or temporary

34 If temporary write-down, description of wite-up mechanism - -
35  Position in subordination hierarchy In llquidation [specify
instrument type immediately senior to instrumam =
3 Non-complant transmioned featurss
37 Ifyes, specify non-comphant features

40.6 Capital Adequacy
The nsk weighted assets to caplital ratio, calculated in accardance with the State Bank of Pakistan's guidelines on capital adequacy
wae as follows:

Capital Requirements Risk Waighted Assets
Decemiser 31,  Decembar3d, Decomber3l,  Decemberd),
2013 2012 2013 2012
Rugees in 000
Cradit Risk
Portfolios subjact to standardized approach (Simple or Comprehensivel
Cash and Cash Equivalents -
Claims an Governrmaent of Pakisian
{Federal ar Provincial Governments! and SBR, denaminated in PKR -
Foreign Currency clairms on SBP ansing out of statutory
obligations of banks in Pakistan -
Clalms on ather sovereigns ancd on Government of Pakistan or
pravincial govermnments or SBP denaminated In currencies - ] 408 - 14,077

ather than PER
Clanims on Bank for International Settlements, international Monetary
Fund, European Central Bank, and Eurcpean Community - : -
Claims an Multilateral Develagment Banks - - -
Claims an Public Sector Entiti=s In Palostan - - .
Claims on Banks 6,735 6,660 67,353 66,601




for the year ended December 31, 2013

Notes to the Financial Statements

Clairms, denominated in foreign currency, an banks with arginal
maturity of 3 inonths or less

Claims on banks with original maturity of 3 months or less
denominated in PR and funded in PER

Clairms on Corporates (excluding equity exposuras)

Claims categarized as retail portfalio

Clalms fully secured by residential propearty (Residential Mortgage
Fance as defined n Saction 2.1)

Past Due loans:

Listed Equity investments and regulatory capital instrumenss
1ssued by other banks (other than those deducted from capital)
held in the banking book.

Unlisted equity mvestments (other than that deducted from capital)
held in banking book

[nvestments in venture capital

[nvestments in premises, plant and equipment and all
ather fiied assets

Claims on all fixed assets under operating feasa

All other assets

OHff- Balance Sheet - Maon Market related Exposures

Direct Credit Substitutes) Lending of securties of
securities as collateral

Perfarmance related contingencies

Trade Related contingencies

Off- Balance Sheat - Market related Exposuras

Total Credit Risk [A)

Market Risk

Capital Requirernent for portfollos subject to
Standardized Approach

Interest rate nsy

Equity positian risk

Foreign Exchange risk

Operational Risk

TOTAL

Capital Adequacy Ratlo

Total eligible regulatory capital held
Total Risk Welghted £ssets

Capital Adeguacy Ratio

The Capital Adequacy Ratio of prior year Is based on BASE

Capital Requiremanis Fisle \Waightedl Assats
Doecernbor31,  Decernberdt, Decamber 37, Diecemiber 11,
2013 i 013 212
Rupess in 000
19,924 15,304 | 199,235 153,041
3,562 15 762 35,617 257,616
3,018,818 2565429 | 130,188,183 25,654,205
1,114,361 §71.371/| |11,142,607 8712711
57,660 56,360 576,598 563,602
550,342 776,079 5,503,419 F7e0,79
1.545 1,225 15,450 15,250
428,370 415,861 4,283,701 4,158,813
1,013,233 | | 1,793,385 | 10,132,331 | 12,933,848
6,214,550 6029043 62,145,494 60,290,445
30,230 . 66,315 | . 302,300 663,151
278,376 465,933 2,783,757 2,655,333
37,307 107,852 373,074 1,078,524
4,721 | 969,747 ar212| | 96575
6,565,184 7438890 65,651,837 64,78R.428
53,712 213,851 534,954 2,130,515
340,105 256,130 3,401,051 2,851,300
4,108 41,076
554,625 AT73.807 5,546,254 4,736,071
7,517,734  8411,678 75175172

74,516,314

Current Year
5,750,410
75,175,172

7.65%

Il framawark as applicable on that date.

Prior Year
4,236,748
74,516,312

5.69%
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a1

RISK MANAGEMENT

The business of banking is dependent upon scceptance and mandgement of financial risk. It invalves identification, measurement,
manltering and controlling riske with a view 1o ensure that:

adenuate capital 1s avalable as 5 buffer;
exposunes remain within the limits prescribed by the Boand of Directors; and
- risk taking decisions are in ling with busmess strategy and objectives set by the Board.

The Bank 15 exposed to'a number of nsks, which it manages at different levels,
The maln categones of risk are;

Credit Risk
The risk of losses because counterparties fail o mest all or part of their obligations towards the Bani

The Bank has established an appropriate credit risk structure and culture whernaby policles are reviewsad and revamped ta maintain
sound credit granting procedures, maintaining appraprate credit administration, rieasuremeant, monitanng processes and adequate

controls,

Risik Management structure includes Credit Approval, Credit Administration, Centralized Processing, Credit Monitonng and Basel
il functlons reporting ta the Risk Management Group Head . Senior and experlenced officials are heading each risk category

The Bank manages credit risk thraugh;
establishment of acceptable nisk levets:
sound pracedures and controls for the management of risk assets and credit docurmantation:
- target markat planning and overall market intelligence; and
accurate and detadad information about the barrower, it's financial position and operations of the Bank,

Market Risk
The risk of losses because the market valus of the Banl's assets and habilines will vary with changes in market conditions,

Market Risl measures and cantrols are applled at the portfolio level and limits and ather contrals are aoplied o particular books
and to specific portfolics, Contrals and established pameters are applied to prevent any undue risk concentrations in the trading
biook and include controls on exposure to indwidual market risk factors and on positions insecunties of individual 1ssuers,

Treasury Middle Gffice (TMO) parforms market risk managerment activities, TMO iz jointly responsible with Treasury fromt office for
drawing, reviewing market nsk palicies (fund management, Treasury investment! and processes, manitoring and implementation;
and escalating any deviahion to ALCO/MRPC,

Operational Risk
The nsk of losses owing to deficent of ermon2ous internal procedures, human or system anrars, or external events,

The Bank hasin place rabust, duly approved various policies, procedures and a Business Continuity Plan. These are continuously
reviewead to strengthen oparational controls,

Risk policy sets minimum standards and requires all business units to identify and assess risks. The business units are responsible
for day-to-day monitoring of operational risks and for limiting losses as a rosult theraof, The business unit must report operztional
nsk events inthe management reportng system. Risk Management has developed a loss database for recording of these events
which will be utilized towards building a database to mitigate operstional risk

Liguidity Risk

The risk of losses because the Bank's normal liguidity réserves are not sufficient to mesat its obligatians,

The Bank's approach to hquidity nsk management is to ensuire as far a5 possible that it will always have sufficient liguidty to meet
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41.1.2

41.1.3

its liabilines when due. The Fund Management Policy is formulated keeping inview SBP's guidelines on risk managemeant and
Basel Il principles on sound liquidity management,

The ALCO/ MRPC is responsible for managing the composition of assets and lizbilities; managerment of liquidity, timely identification
of sources of market and liquidity risk. pricing of depaosits and advances, deciding on the required maturity profilz and the mix of
incremental assetsand llabillbes, defining the imterest rate view of the bank and decithing on future strategies for teasury, raviewing
and articulating the funding palicy; and evaluating the market and liguidity risks Invalved in launching of new products,

Credit Risk
Cradit risk managemant ebjectives and policies
Credit risk is the risi that 2 counterparty will not settle its obligation In accordance with the terms of approval or agreed terms.

Credit exposures include both indwidual borrowers and groups of connected counterparties and portfalios in the banking and
trading hooks.

Credit Risk Palicy and Management group (CRP&MG! is structured to effectively analyze, monitor & manage credit nsk through its
palicy and procedures that ame closely aligned with the Bank's business plan, State Bank of Pakistan's Prudential Regulations &
Basel lll reguirements,

Sancticning authonty & approval levels for all facilities 15 conferrad by Board of Directors upan vanous functiznanes of the Bank and
15 circulated for information of all concerned through circulars issued by CRP&EMG : Credit Sanctioning powers / Authonty levels in
terms of BOD approval as enhanced / amended from time to time relates to the total exposure of a customer or a customer group,
and not to speocfic loans.

Cradit Risk Rating

Credit risk rating is an important toof in monitoring and controlling credit risk. In order to fcilitate early identfication of changes
in risk profiles, cradits with deteriorating ratings will be subject to additional overzight and maonitoring, for example through mors
frequent visits from Relationship Managers and imclusion on a watch list that is regularly reviewsd by senior management. The internal
risk ratings can be used by lin2 management in different departments to track the current characteristics of the cradit portfolio.

In laht of the requirements of SBP guidelines and i view of Basal Il Accord, the Bank has to assass soundness and appropriateness
af internal cradit risk measurement and management systern, We now need 1o bulld the foundation for the IRB (internal Rating Based)
Approach and construct data warchausa confirming to the data criteria of Basal (1]

In the absence of standard and reliable financials to realistically evaluate the strength of a company for assigning ORR we have to
resort to other pragmatically emphasized quantitative fqualitative factors, which have traditionally been considersd for extending
credit, The Guantitative Evaluation is based on financial indicators, while Qualitative Evaluation |s based on subjective faciors,

Objective of Internal Credit Risk Rating (ORR]

Lsually credit ratings are aimed at achieving one armore of the following
« Internal capiai allocation
« Internal risk reparting
« Portfolio management
» The setting of credit risk concentration limits
« Daveloping risk-based priong Benchmarks

The Bank's inital cbjective of ORR s to generate accurate and consistent ratings for credit pertfolin of the bank. Cred it/ Obligar nsk
ratings are summary indicators of the degree of nek inherent in the Bank's indwidual credst exposures. A credit rating represents an
assessment of the probahility of default attached to 8 given counterparty to meet debt servicing and other repayment obligations
an a timshy basis. At the Bank a system has been developed and successfully implemeanted to assign Credt’ Obligor Risk Ratings
to each borrower.
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41.1.4  Segmental information

41.1.4.1 Segments by class of business December 31, 20713
Advancas [Gross) Deposits Contingencies and
commitments
Rupees Pertant Rupesas Percent Rupees Percent
in'000 in '000 in 000
(Mote 11) (Mote 17) {MNot2 21)

Chemical and Pharmaceuticals 3,391,110 5.5% 1,255,933 1.8% 223,015 1.6%
Agaribusiness 161,593 0.3% 22,515 0.0% 14,778 0.1%
Cement 253,180 0.4% 773,252 T1.1% 287,099 2.1%
Sugar 1,509,782 2.5% 2,577 0.0% 235,186 1.7%
lextile 6,819,293 11.1% 78,338 0.4% 232,003 9%
Footwear and Leather garments 423,023 0.7% 291,81 0.4% 38,829 0.3%
Automabileftransportation equiprmeant 751,265 1.2% 13,867 0.0% 199,111 1.5%
Electranics and electrical appliances 1,172,063 1.9% 21,887 0.0% 354,058 2.6%
Power (electricity), Gas, Water, Sanitany 994,226 1.6% 298,690 0.1% 745,384 3.3%
Financial 1,036,306 3.3% 1,538.0%1 2.2% 484,069 3.5%
Insurance - 0.0% 398,816 0.6% - 0.0%
Individuals 7,935,064 12.9% 37,013,455 23.3% = 0.0%
Exports / Imports & Trading 3,440,163 5.6% #51,300 0,6% 604,218 4.4%
Hotel & Resorts 1.450,441 2.4% 365,496 0.5% 74,868 0.5%
Telecommunications 683,240 1.1% 583,229 0.B% 355.521 2.6%
Real Estate 3,687 999 6.0% - 0.0% - 0.0%
Qihers 26,811,896 49.6% 26,324,125 37.9% 9.805.490 7T1.8%

61,520,646 100%: 69,433,452 100% 13,660,629 100%

December 31, 2012 [Restated)

Advances (Gross) Deposits Contingsncies ane
Commitments
RAupses Percent Rupees Percent Rupees Percent
m 'Q0d in 0G0 m 000
{Note 11} [(Note 17) [Mote 21)

Chemical and Pharmaceuticals 3,018,822 5.6% 1,304,274 ] 5 625,721 5%
Agribusinzss 188722 0.3% e fria (0,194 0.0%%
Cement 158,357 .5% 162579 0.2 195 854 21%
Sugar I, 048 404 3.5% 24535 0.0% 2,000 0.0
Textile BA2B 222 16.0% 287 760 0.4% 1,943,805 1 300
Footwearand Leather garments B41,404 1.6% 40,583 0.1% 132,714 1.0%
Automobileftransportation eguipment 797,335 1.5% 65,877 0.719% 4031 .00
Electronmics and electrical appliances 2,097,241 3.9% 62262 0.1% 502,596 3.6%:
Power (electricity), Gas, Water, Sanitany 1,026,499 1.9% 967,181 1.49% 800,644 5.7%
Financial 1,784,346 3.3% 816,739 1.2% 1,326,871 S50
Insurance 0.0% 354 54T 1.5% 0.0%
Individizals 5,198,253 Q.68 36,198,358 540y 005
Exports / Imports & Trading 4,805,114 4.9% 398,387 (E (0%
Hotel & Resorts I, 140,651 21% 279,049 03% 75,347 0.5%
Telecommunications 1. 160,972 2.1% 280,388 0.4% 436,757 3.0%
Feal Estate - 0.0% . 0.0% - 0.0%
Qthers 23326 373 43 1% 27.799.633 40, 3%% TA03.544 55 4%

54078767 100% 89,050,447 1004 13,949,424 T00%
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41.1.2 Segment by sector

December 31, 2013
Advances [Gross) Deposits Contingencies and
commitments
Rupees Percent Rupees Parcent Hupees Percent
in '000 in '000 in '000
Public/Government - 0% 10,434,405 5% 7897923 SB%
Private 61,520,646 100% 58,999,047 B5% 5,762,706 420,
61,520,646 100% 69433452 100% 13,660,629 100%%
Dierember 31, 2012 |Restated)
Advances (Gross) Deposts Contingznoes and
commitments
Rupees Percarit Rupess Percent Rupees Percent
in 'R00 n ‘000 I 000
Public/Govermment 114,055 0.2% 13272823 199 7490282 S48y
Private 53,984,707 99,89 55777624 818 5459142 £6%
54,078,762 100% 59,050,447 100%:- 13,945,424 100G
41.7.4.3 Details of non-parforming advances and specific provisions by class of business segment
December31, 2013 December 31, 2012

Classified Specific  Classified Spacific
Advance: Provislons Advances Provisions

held o held
Rupees in ' 000
Agrl business 190,916 134,752 196 542 124526
Taxtile 2449761 1,354.349 317317504 1,878,744
Chemical and pharmaceuticals 614,364 396,723 504,748 253914
Cement 54,289 48,860 139288 48 860
Sugar H . 157,747 121,518
Footwear and leather garments 150,302 109,361 9. 6d4 B4, 747
Automohblla and transpartation equipmeant 1,079,091 519,031 F06.879 388633
Electronics and elactrical appliances 817352 719,071 BE2 BLE 523 540
Exports / Imports 703,213 292,136 686,855 381,682
Financial 89,520 89,520 93,751 1,781
Senaces 544 B51 221,040 640,737 115,935
Individuals 1,155,793 488,159 SRZS1E 306,557
Others 2,012,534 75B89B8 221183877 501,062

9,871,986 5,131,907 10815357 4,880,059

41.1.4.4 Details of nen-performing advances and specific provisions by sector

Decamber 31, 2013 Decamber 31, 2012
Classified Specific Classifiad Specific
Advances Pravisions Advances Provisions

Rupees in "000

Public/Government - :
Private 9,871,986 5,131,997 10816957 4850050

9,871,986 5,131,997 10816857  48580,099
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41.1.4.5 Geographical segment analysis
December 31, 2013

Loss befare Total assets Met asset Contingenciasz
taxation employed smployed  and commitments
Rupees in '000
Pakistan 1,528,078 91,800,376 8,675,188 13,660,623

Decombear 31, 2012 (Restated)

Rupees in '000
Faklstan {529,269) 89,080,454 3,374,709 13,249,424

41.2 Market Risk

Market risk Is deflned as the potentlal loss in market value of a given partfollo that can be expected to be incurred arising from
I g f P o

changes in market prices, namely interest rates, foreign exchange rates and equity prices.

e Bank is exposed to markest mik in s trading lnvestment portfolio bacause the values of its trading positions are sensitive 1o

changes in market prices and rates

The Bank has a well established frmmewark for market risk management with the Treasuny Investment Policy, Liquidity Policy and
Market Risk Management Policy, The Bank has major objective of protecting dnd inogeasing net interest income inthe short run and
miarket value of the equity in the long run for enhancing the shareholders wealth, Further, It defines the contouwrs of the way the
Bank's market nsk is managed within defined parameters and with prescriptive guidelines on the teols, technigues and processes,

The Asset Lisbility Committee (ALCON, Market Risk Policy Committes (MRPC) and Investment Committee is entrusted with key decision
making in establishing market nsk related strategres and monitoring there-against, The Committee decides on product prcing, mix
of assets, ligbilines, stipulates liqguidity and mterest rate risk limms, momtors them, articulatas the Bank's interest mie view and
determines the business strategy of the Bank,

Management of mterest rate nsk of the Banking Book iz primanly focused on interest and far value through Re-pricing Gap Analysis,
Analysis of the Net Interest Income Sensitivity, Duration, Value-at-Risk {VaR) and Falr Value Sensitivity, The management of interest
risk of tha trading book is achieved through mark-to-market practice and exposure analysis, On a periedical basis; risk monitering
roports are prepared for senicr managament to gain an accurate upderstanding of Bank's risk pasition. Mathematical madel like

Stress-Testing 15 carmied out 3t least Biannually,

The Middla Office in Risk Management Group has an Independent raportng structurs on nil aspects and helps managamant in
determining compliance in warms of expasure analysis, tracking of limits, funding and various ather risk sansitive market parameters,

41.2.1  Foreign Exchange Risk

Currency risk is the risk of loss ansing fram the fluctuation of exchange rates. Bank's currency risk is first contralled through a
substantizlly matched funding policy, We utlize appropriate hedging instruments, such 25 forward forelgn exchange (FX) contracts,
currency swaps to-effectively hedaes and manage currency risks.

The majority of foreign currency exposure is in the US dollar. The Bank Is carefully manmitoring the net foreign cumency exposure and
the effect of exchange rate fiuctuation by conducting mark to market sensitivity and stress 1esting on a regular basis as well as wilizing
the currency forward FX contracts to control the nsk. Beside the Bank has Foreign Exchange Stop Loss Lumit based on Dally Value-

at-Aisk (Val} to manage the loss absorphion capacty of the Bank.
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Dacamber31, 2013

Met
Assets Liabitities Off-balance forzign
shestitems  currency
exXposure
Rupees in "000
Pakistan Rupee 89,619,931 76,546,347 (6,440,428) 6,633,156
LInmed States Dollar 1,853,136 6,958,576 5,121,350 15,910
Great Britain Pound 195,213 844,071 664,074 15,276
Japanese Yan - 1,135 2,006 B
Eurp 126,986 T715,059 652,998 4,925
Other currencies 5,050 - - 5,050
91,800,316 B5,125,128 - 8,675,188
December 31, 2012 (Restated)
Rupees in "000

Pakistan rupeasg B7.407 821 77831872 {4261,530) 5324419
Linited States dollar 1,356,247 & Ba6 581 3,258,367 8,933
Great Bntain pound 211,630 £38,133 510 Ak {5,039)
Japanese yen 1,957 14 C 1:.953
Eura 53,560 500,185 475,795 33,574
Other currencies 8,850 - - 8,869

89,080 404 &3 707,785 5372709

41.2.2 Equity Position Risk

The Bank s exposed to equity price changes on its investrnents in Trading Book. These equity exposures are primarily related to
markat price movementsin local equity markst index, Changes in the ovarall value of eguity trading book are recorded through
Profit and lass account. Bank's Investment Committes approves the investmeant stocks and their imits. [t also reviews the portfollo
with mark to market position on regular basis. Stop loss lirmis have been approved and are monitored ona regular basis.

41.2.3 Mismatch of interast rate sensitive assetz and liabilities

Decamber 31, 2013
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Decembar31, 2012 (Restatad)
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41.3 Liquidity Risk
The risk of lnssas because the Bank's normal hguidity reserves are not sufficient 1o meet its ohligations.

Bank's approach to liguidity nsk management |5 to ensure as Tar as possible that it will always have sufficient hguidity to meet its
ltabilities whan due. The Fund Managamant Palicy I4 farmulated keaping in view SBP's guidzlings an risk management and Bass| ||
principles an sound liguidity management

The Eank has an Asset'and Liability Management Commuittee (ALCO) and a Market Fisk Palicy Committee (MRFC) that are part of
the framewari for management of sk,

The ALCDY MRPC is responsible for managing the composition of assets and liabllities managerment of liguadity, timely identification
of sources of market and |iguidity risk, pricing of deposits and advances, declding on the required maturity profile and the mix of
incremental assets and labilities, defining the interast rate view of the bank and deciding on future strategles for treasury, reviewing
and articulating the funding pelicy; and evaluating the market and liguidity risks invobved in launching of new products,

Liguidity contingancy funding plans have been drawn Up to @nsure that alternative funding strategies are in place when any of the
indicatars baing monitored entar into the warning ar stress xane and can be implemented on a timaly basis to rinimee the lguidity
risks that may arse upon the ocourrence of an unanticipated change in market conditions

41.3.1 Maturities of assets and liabilities - based on working prepared by the Asset and Liability Managament Committees (ALCO) of
tha Bank

The maturities of deposits and cash and baiances with treasury banks are determinged on the basisof study congucted by the Bank
based on past years data and the analysis reviewed by the ALCD from time to timo,
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41.3.2 Maturities of assets and liabllities - based on contractual maturity of these assets and liabilities of the Bank

Decamber 31,2012
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414 Operational risk

The rizk of losses owing to deficient or erroneous infermal procedures, human or system ermors, or extemnal events,

The Bank has m place robuost, duly approved various policies, procedures and a Business Contimurty Plan.

These are continuously reviewed 1o strenothen oparational controls, Risk palicy séts muimimum standards and reguires all busmess units
to identify and asssss nsks. The business units are responsible for day-to-day monnoring of operational nsks and for inmting losses asa
result thereof. They also report operatonal nsk events inthe management reporting system

Qperational risk tolerance lavets; however, have not been astablished but a broad strategic operational risk direction is in place. This
process will move further with the implementation of Internal Control Systems (CO50 compliant in process) and Operational Risk
Managemant, Presently, this nsk s effectively managed through robust opsrational policies and procedums,
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42 TRUST ACTIVITIES

The Bank s not engagead m any significant trust activibies, However, the Bank acts as secanty agent af investment portfolio services
as custodian on behalf of Its customers,

43 ISLAMIC BANKING BUSINESS [IEB)

In arder to maat the guidaelings for Sharla comphance in Isdamic Banking Institutions (81, statemant of financal positen and profit
and loss account of [BP as at December 31, 2003 |5 glven in Annexure - ||, Further detalled disclosure are also given In the said annexure
to comply instructians (ssued by SEF to improve transparency and standardization in IBls profit and loss distrbution pelicles and
practices dated Movember 19, 2012 and 85D circular Mo.3 dated January 22, 2013,

34 DATE OF AUTHORIZATION FOR ISSUE

The financlal staternants were autharfzed for issue on February 27, 2014 by the Board of Directors of the Banle

45 GEMNERAL

45,1 Thesa financial statements have been prepared in accordance with the revised fanmat for financal statements of banks ssued by
the SBP through B50 circular letter Mo.3 dated February 22, 2071

45.2 Captions m respect of which no amounts exist may not be reproduced in the financial statements except in case of financial position
and profit and loss account

45.3 Figures hayve bean rounded off to the nearest thousand rupee except stated otherwise,

45.4 Comesponding figures have been rearranged and reclassified, wherever neécessary, for better presentation and disclosure and this
has been disclosed in relevant notes,

P Mnsssn s Ao e

Armat Tarin Munnawar Hamid, OBE Tarig Igbal Khan Humayun Bashir
President & CEQ Thalman Diractof Dibreectar
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Statement Of Written-off Loan
for the year ended December 31, 2013

SILKBANK LIMITED ANMEXURE-1

STATEMENT OF WRITTEN-OFF LOANS OR ANY OTHER FINANCIAL RELIEF OF FIVE HUNDRED THOUSAND RUPEES OR ABOVE PROVIDED

DURING THE YEAR ENDED DECEMBER 31, 2013
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Statement Of Written-off Loan

for the year ended December 31, 2013

SILKBANK LIMITED ANNEXURE -1

STATEMENT OF WRITTEN-OFF LOANS OR ANY OTHER FINANCIAL RELIEF OF FIVE HUNDRED THOUSAND RUPEES OR ABOVE PROVIDED

DURING THE YEAR ENDED DECEMBER 31, 2013
Rupees in '000
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Emaan Islamic Banking Business
for the year ended December 31, 2013

Isiamic Banking Business (EMMN Annexure - 1l
The Bank is aperating 10 Iskamic Banking branches at theend of 2013 (2012: 7)
Decamber 31, December 31,
2013 2012
Mota Rupeas in ' 000
Al STATEMENT OF FINANCIAL POSITION
ASSETS I
Cash and balancas with treasury banks 267,001 129,967
Balances with other banks 5,447 1,883
Due from Financial Institutions 1,480,133 1,157,543
|nvestments 740,697 bBSe70
Isiarnic Financing and Related Assats A-210 3,687,999
Operating fixved assets 127,745 B 077
Other assots 625,809 | 378 906
Total Ascets 6,994,837 T 2459 d46:
LIABILITIES I ) -
Bills payabie 72,091 [ 25,053
Due to Financial Institutions - -
Deposits and other accounts
Current Accounts 923,636 435,108
Saving Accounts 8232 502 534,193
Term Deposits 1,824,708 | 842132
Others -
-Depasit from Fnancal Institutions - Remunerative 379,876 179,000
Deposits from Financial Institutions - Non - Remunerative 3,069 18,153
Due to Head Office 2,507,147 |
Gther liabilities 95,029 30,584
Total Liabilities 6,628,058 3,055,223
MET ASSETS 366,773 404 174
REPRESENTED BY
Istamic Banking Fund 425,000 475,000
Reserves - -
Accumulated loss (62,525} ____{35,583)
362,475 389417
Surplus on revaluation of assets 4,298 4 BO7
366,773 and, 174
B} REMUMNERATION TO SHARIA ADVISOR / BOARD 2420 7ia
Cl [(runng the year no chanty was credited o Charity Fund Account nor any payment made out of it
A-2.1  Islamic Financing And Related Assets
Firancing / Investment Recaivatas
Murzhaba 505,852
Musharaka 3,182,147
3,687,999
2]] PROFIT AND LOS5 ACCOUNT EE——
Profit / return earned on financngs, investments and placements 417,503 | A3 647
Return on deposits and others dues expensed (222,959] | [£3,770] |
Met sproad earmed 194,544 19872
Other Income —]
Fess, commission and brokerage Income 1.778 72
(Loss) / Income from deallng in foreign currencies (3,372) 13
Gain on sale of securities 4,978 5A65
Gther income 2,172 282 |
Total other income 5,556 ___ 5Rp3>
200,100 25704
Other Expensas
Administrative oxpenses (237,042) [31.2E7]

Loss before taxation _ (36,942) 123,583}




Emaan Islamic Banking Business

for the year ended December 31, 2013

(_EMM Annexura - Il

E] DISCLOSURES
The number and nature of pools maintained by the 18] along with their key features and risk & reward characteristics are as follows;

Emaan Islamic 8anking, the islamic Banking Drasion (IBD) of Silkbank Lid,, has a well-defined profit and loss distribution and pool
managamant framework for creation of one or mare pools of assets to be financed by different types of deposits, Currently, the B
has the policy of malntaining 2 single Modaraba Poal, Afl funds obtalned through ISamic Banking oparations are belng Invested in
this Common Modaraba Fool, The key features and risi/revand features of the same are glven boelow.

ey Features

The Account Holder, im his capacity as. the fund provider (called Rabbul Mai in Figh terminology) authonzes the 1BD acting as the
imvestment ranager (calied Mudanb in Figh terminology) to invest the Account Holder's funds on the basis of an unrestncted Modaraba
agréement in line with rules and principles of Shail’a

Under the unrestricted Modaraba agreement, the 1B n its capaoity as the fund manager invests the funds accepted from Account
Holders in Sharia compliant fimancial transactions and investments. The 180 receives a pre-agreed portion (Mudario Sharel in the profit
generated from these activities.

In Iine with the principles of commingling Modaraba, whiere the Mudarib is permitted to commingle its own funds with the funds
received on the basis of the Modaraba, and to comply with the regulations of the SBF on creation of an Islamic Banking Fund (the
“IBFY), Silk Bank has created an [slarmic Banking Fund of Rz 425 Milion and deposited the same in 1its common Modaraba pool,

Rizk and Rewards Characteristics

The profit shafl be shared betwesn the Rablbul Mal and the Mudanls a5 per the acreed ratio, while the loss, if army; shall be bome by the Fabsbul Mal In
propartion to hils invested amount wnless the Mudarib 5 found 1o be nagligent or in bresch of the terms and conditions of the Modaraba Agresment

In case of cammingling of the Mudaribs own funds with the funds of the Account Holders, the Mudanb shall get the full profit of its
own funds and bear the entire loss thereol.

Profit (or loss) for the Account Holder is calculatad on the basis of 3 weightage system which takes into consideration the size of funds,
its period and profit payment frequency (details of the weightages are available in all the branches and websitel, The bigger the size
of the fund and the longer the tenor, the higher would be the weightage allocated to the fund for prafit distnbution

Avenues/sectors of economy/business where Modaraba based deposits have been deployed.

Modaraba based fundls have bean deployed In caming assets such as Government of Pakdistan ljamh Sukuk and placements have been macde with
finanosl institutons etc. Such deposits have not bean ineested infived or other assets. The Mudarib/Bznk iz solehy meepansible to bearall the cost/assets
from its awn equity. This indudes the Mudaribs administrative and capital expenditure, which will be borme by Mudarib/Bank from its own
fundsfequity.

Parameters used for allocation of profit, charging expenses and provisions etc. along with a brief description of their major
components,

Allocation of profit, expenses has hean categorized through chart of account. Income denved from investment, administralive oxpenses
and provision directly atinbutabie to depositors fund shared with poot

Brial description of major companents:
Profit earned an ljarah Sukuk
Prafit on Commodity Murabaha placements with financial institutions
Capital gam on ukuk

Mudarib Share (in amount and Percentage of Distributable income).

The Banl, in 115 capacity as Mudank, has earned an amount of Rs: 10.213 million as Mudarib share. This Mudari share, as 2 pereentage
of the profit distributable (profit allocated to depositors' funds from the pool's fetincome), i 40%,

Amountand percentage of Mudarnb share transferred to the depasitors through Hiba {if any),

Mudarib share amount transferred to the depositors through Hibais Rs. 8452 million and Mudarib share transfer percentage is 82.8%,
Profit rate earned vs. profit rate distributed to the depositors during the year.

Frofit rate earned is 1032% and the profit rate distributad to depositors is 7. 14%.
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Achievements
at a Glance

Business Growth

m Silkbank's CASA deposht mix increased by 4% while reducing expensive

tarm deposits

w Cost of Fund for the year 2013 rizdicad by 150 bps

» Bancassurance pusingss recorded annual revenue of Rs. 48.3 million

CONSUMER BANKING

w Posied a remarkable ENR growth of over Rz, 2.5 billion in year 2013
by booking over 12,000 mat customers
® 5% {1.9 hillion) of ENA growth has come from high-yieiding products

Persanal Loan and Ready Line

CREDIT CARDS

n Esztzhlished 25 the top performer in terms of cards stouisition within
the banking industry, surpassing sccomplished credit card plavers

i the markat
s Significant Iincrease in ENR throughout i 2ot

the year and was abke 1o sunpass il
the coveted mark of As. 1 billion F

i December 31st 2013 /&ﬁ

a%




ISUAMIE BANK NG

EMAAN ISLAMIC BANKING

u Built & deposit portfolio of Rs. 7.8 billion, with Bs. 1 billion
deposits growth

. Booked R 1.1 billlon in Corparate Assets comprizsing Murabaha

and Musharaka transactions

Total Istamic Assets [ Advance portfalio reached fs. 3.6 billlon with

an average yield of 14,2903

s Lzunched three new branches in Quatta, Abbottabad and Mardan
taking the total number of branches to 10

-

RancaTakaful successtully launched in December 2013

Alternate Delivery Channels

s [ncrease of YOC customer-basa by 22, 621 for the yaar 2013
m Highest POS epent recorded during 20013, having 2 valume of
fs, 641 16 million with 36% growth over 2012
Awerage cash dispensed through ATz of over Rz, 1 billlen a month
ADEC Seryicos Erralments for the year
» SMS Enralmente: 9,367
» E-staterment Enrofments: 5,384
* |nternet Banking Enrolments: 2,545
w ADL ssgment recorded an income of Rs: 54,39 million

Investment Banking

n |aunched first of its kind financial instrument by ralsing
fs. 2.2 hillion through issuance of Privately Piaced, Non-cumulative
and Cormertible Preference Shares ["PNOPE™) o Investars contributing
towards Tler-l Capltal of the Bank

Special Assets Management

w Hefiected strong recovery of non-performing advances totalling
Rs; 1,820 billlan during 2013, The SAM tearn was able to reduce
NPL by R=, 1.96 billion, which had a PEl Impact of R, 1.8 blllion

n Successfully recluced non-sarning OREC assets from 2 high of
Rs: 7.14 pillion in fanwary 2013 1o fs. 3.88 billion

People Management

s Dedicated aporoximately 28,000 haours-of training

s Revamped the Leaming and Development curriculurn 1o introduce
needs-specific programmes

m Paricipated in Banking Forum's Compensation & Benefits Suney

ta align Bane s compensalionand ;_rarhnp_ structure with tha industry

Customer Service & Quality

n The Mystery Shopping Programme score, 2 nationwide independeant
survey of customer frontline experignce In top banks of Pakistan,
stands at 91 percan|

-

e ¥

SOLUTION

Productivity

8 Reduction in headcount expense by Rs. 233 millon

s Renegotiated rentals and undertook relocation of premises to
rationalize costs

u Other operating cost saves included telecom and hardware
optimiration

Operations and Technology

w Manage a ioan book-of Rs.46 billion for Consumear, SME, Commerda
sz well a3 staff loan portfollas

u 1BM team's review of Sllkbank IT assete concluded that Silkbank's
IT infrastructure is optimal & the consolidation fevel achiavad isin
ine with best practices

SILKBANK ~
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Serving the
Community

TCF Career Counselling Session

At Silkbank, we recopnize our saclal responsibilities and aim ta play
3 leading role in making 2 2enuine and tangible differencs in people's
lives. Silkkbank gives special attention to the Education front, helping
the unprivileged ehildren of Pakistan reach their full potentlal. In
coflaboration with The Citizens Foundation [TCF), which iz 2
professionally managed, non-profit organization working to improve
educatlon in
Palkistan, Siikbank
participated in its
Career
Counselling
Sessions, It was
heartening Lo see

that maore than 22 Silkbank staff
members valunteered Tor the same
and made this a decent success.,

The Children Cancer Hospital

5llkbank has been an adamant supporter of
the cause againat Cancer, In the spift of
acknowledging the World Cancer Day, :
Intematonal Childran Cancer Day and Survival ®
Diay, Silkbank participated in 2 Family Carniva

an Sunday, the 17th of Febroary 2003 at PAF J | E _,"'-
Musaum, Sharah-e-Faisal in Karachi iy R
e
DEPARTMENT OF PHARMALY SEAVICES II f IIIII
H CHILDREN CANCER HOSPITAL _' ,." | :};-if
KARACHI - e et E

Silkbank incolsboration with Maris Adsiaide
Leprosy Centre (MALC) supported & Fund
Raiser Gala on 30th November 2013 for
curing leprosy, blindness; TH, and
community development.

Cadet College Larkana

Silkbank joined hands with the prestigious Cadet College Larkana to
honrour their top performing 70 students. Silkbank ensurad all the
cadets had the time of their ives by armanging an evant of fun and
dinner at Port Granc

Lahore Grammuar School - Annual Play

The Lahore Grammar School's Main Dramatics
Soclety continuouslhy amatpamates differant
styles of theatre, teaching its mambers fresh,
innovative styles to exacute their plays of the
uncanventional nature; S|lkbank toak part I
supporting the Annual Play "He Who Gets
Slapped", that was held an the 3th and 10th of
Mareh 2033,

Lahore Garrison Golf & Country Club

Silkbank has aiso baen
an ayid supporter of
promoting sparts
acrossthe sountry
Sikbank participated
imthe 22nd Corps
Commandar's Cup
Golf Tournameant st
the Lahore Garrisan
Golf & Country Club
where Shahid Afridi
graced the ocasion as
the Chief Guest

Children Health & Education Foundation

MNothing satishes our sense of Corporate Social Responsibility more
than empowering wamen and groviding education oppartunities for
children, To fulfll our goals of wormen emipowermient and

education, Sitkbank feets extramely proud towork hand

Irs hand with Chlidran Health and Educatlan

Foundation (CHAEF) In providing excluzive primany o
heaithcare services and guality primary edication
(o the under-privilezed people of Paklistan




Kids Day at Work I\‘“ =,

Sifkbank organized @ special day combining
entertalnment and knowledge to bringa unigue
experience to the kids of employees and
custormners allke. On T3th Aupuzt 2013 the Bank B
celebrated " ids Day at Work"™ throughout the n
branch netwaork, whnere kids not only participated ’
In fun and d
games, but also got exposiure to
the professienal anvironmant and
counseliing from the senicr
managemeant ta help them better
shape theirown careersin the
Future.

The day was themed "Pakistan
Zindabad" to keep up the splrit
of patrictism and Lides participatad
n the "Best Dressed Kid"
campetition, which was awarded
to the child dressed In the true
reflection of
Paldstan's
ethnicity
and culture
The avent
was 3 hupge
success with both the parents and the children,
maklng it ail the mare memerable:and the most
eagerly awakted evert of the year

AISEC Leadership Conference

AIESEC k= g glabal, nor-oolitical, Independent, not-Jor-profit organization
run by students and recent graduates from Institutions of higher
education. Silkbank is proud to have
worked with AIESEC for addressing
world issuss through exemplary
leadership and managameant of its
members. Together, AESEC and
Silkbank have helped the youth turn
theary into practical experience and
develon a glabal network of like-
minded people

| AIESEC §{i

The Palients Ald Feundatlan hopes to Institutierallze s efforis so as
to provide o committed structure within the largest governmeant
hzspital, alming towards rastoring and
revamiplng wards and mediesl
equipment. They aim o create
channels through which affordacle
and free tasts, seans and medicines
are made available to the less-privilaged
We supported thelr charty musiczl event (n 2013

The Kidney Centre

Silkbank continued its role of a torch-bearer for 2ood
Realth by partnering with the Kidnay Centre to raise
awareness against nephron-urological diseases

%

R ki FE

A e m g

Rotary Club Spring Festival

Retary Club
Karsar Karachl
arranged a
Spring Festival
at Port Grand
an the 13th of March
012, Sllkbank took the Initative of
cantributing to the event

Tii PUITLRE OF TR
15 iN YOWR HaNDE

Pakistan Foundation Fighting Blindness

PFFB, founded in 1988, iz 3 registered national, non-govermment
organization working tn the field of medical researchand humanitarian
serv|ces far the visually impalred, This vear, wi coplribuled te their
fund-raiser GALA

Breast Cancer Awareness Programme

Breast Cancar is the most cormmon cancer
In women, wordwide, Pakistan has the
highest Incidence af breast cancer In 2l of
Asia. silkbank openly supporied the
Breast Cancer Awarenass Campalgn

of 2013 held by SKMCH & BC

Weliness Programmes

To promotcone of the world's mast powa rfuh
tools for health, l.e. Vaccines, HR made
arrangements with GEK through which they will
extend the facility of vaccination at discounted
prices to 8l Silkbank employess and their familias
Az per WHO (World Health Organlzatlan),
mmunization s one of the most successful and
cost-effective haalth interventions and prevents
petween 2 and 2 milllon deaths every year

Ta promote this endeavour; GSK team visited branch
af Karachi Reglon & and B and made presentations.on Yaccines
Awareness and thelr Impoertance.

4th Financial Services and Consumers Conference

Silkbank participatea in the 'Jth Finandal Services and Consumers
Conferancs’, at Sharston Hotel, Kamachl, on 315t lanuary 2013,
Stakeholders, including
palicymakars, researchars,
acadermlcs, inancal service
aroviders; slong Wwith
members of the Chamber af
Commerce, gttended the
conference, where Armat
Tarin spoke in detail about the
lesues of consumer finsncing
and how it impacts us

Shalamar Institute of Health Sciences

Silkbank regularly contributes to the Shalamar Hospllal, 2r organlzation
that gims 1o re-deflie health care dellvery In Pakistan.

British Women's Association

Silkbank participated in thisyear's annual charity bazazar giving its
preceeds to KASHIF THALESSEMIA CARE CENTRE 1o enhance pubtic

awareness towards eradicating thalassemid,

EARLY
BETECTION

VES
L LIVES

e an
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Additional Shareholders' Information
as at December 31, 2013

COMBINED PATTERN OF CDC & PHYSICAL SHAREHOLDINGS AS AT DECEMBER 31, 2013

Category-Wise
No. of Folios/
coC

Number of
Shares Held

Category-Wise
Shares Held

No. | Categories/Sub-Categories of Shareholdres

Percentage

o1 | DIRECTORS AND THEIR SPOUSE(S)
AND MINOR CHILDREN L) 123,044,032 4.61
unnswar Hamid, DBE 3 694

Humayun Bashir 3 699
daved Hamid -1
Sadeq Sayeed 102,817,015 |
Tarlg Ighal Khan 5,000 |
Shamsul Hasan 500
hohammad Ahmed Mannan 500
Azmat Tarin 20,013,115
| “Farah Naz Tanin wio Mr Armat Tann | 200,000
T 02 | ASSOCIATED COMPANIES, UNDERTAKING |
AND RELATED FARTIES 4 1,976,735,553 73.39
"SHAUKAT FAYAZ AHMAD TARIN _ 601,593,175
INTERMATIOMNAL .-Ifu':f'.l'l.'\'.,i_ CORPORATION 702,689,067
NOMURA EUROPEAN INVESTMENT LIMITED 356,676,342
BANK MUSCAT 5.4 0.6 315,776,565
03 | EXECUTIVES 15 7,688,542 0.29

[l PUBLIC SECTOR COMPANIES AND
CORPORATIONS 7 22,112,652 0.83

05 BANKS, DEVELOPMENT FINANCE
INSTITUTIONS, NON-BANKING FINANCE
COMPANIES, INSURANCE COMPANIES,

TAKAFUL, MODARARAS AND PENSION FUNDS 7 1,843,540 .07

06 | MUTUAL FUNDS 3 28,636,530 1.07
07 | FOREIGN COMPANIES ' 4 27,607,372 1.03
08 OTHERS &7 213,797, 865 8.00
o GENERAL PUBLIC - Loce] 6,636 266,037,651 9.96
10 | GENERAL F.’i_-fﬂ_f.f{ - Fareign . | L . ‘:f ﬂﬂﬂ.f_.'?ﬂ . H?E

TOTAL | 6,777 2,671,604,827 100

SHAREHOLDERS HOLDING TEN PERCENT OR
MORE VOTING INTEREST IN THE BANK

TOTAL PAID-UP CAPITAL OF THE BANK 2,671,604,827 shares
10% OF THE PAID-UP CAPITAL OF THE BANK 267,160,483 shares
MAME{S) OF SHAREHOLDER(S) NO. OF SHARES HELD PERCENTAGE
"SHAUKAT FAYAZ AHIMAD TARIN BOL,593,175 22.52%
| INTERNATIONAL FINANCE CORPORATION 702,689 067 26.30%
|  MOMURA EUROPEAN INVESTMENT LIMITED 356,670,342 13.35%
BAMK MUSCAT 5.4.0.G 315,776,969 11.82% 4

1)

is does not Inc uae ohe bunored oo fwe mi fon (102,0060,000) shares of Me Shawsot Tarln, kept In repo fransaction




Pattern of Shareholding

as at December 31, 2013

No. of IO Total No. of i Total
Sharefhalders Sharafoldings: Sln Shares Held Sharehofders AnarehoidingsSian Shores Held

437 ! to 100 15,351 3 150001 to 155000 451,232

EBS 101 to 500 256,136 g 160001 L3 165000 1,470,443
BEY 501 to 1000 633,656 3 165001 to 170000 503,544
1835 1001 to 5000 5,771,479 7 170001 ta 175000 1,211,568
954 5001 to 10000 §.011,100 6 175001 Lo 130000 1,059.971
360 10001 to 15000 4,677,900 3 180001 to 155000 348,774

281 15001 io 20000 5,308,746 5 185001 to 120000 947,145

239 20001 (] 25000 5,676,376 1 1501001 to 195000 132,000
125 25001 to 20000 3,233,450 27 195001 to 200000 5,394,324
a2 20001 fo 35000 4,743,836 & 2004001 s 205000 1,215,685

I

84 35001 to 40000 3,418,629 7 205001 to 2100040 454,502

&0 40001 o 45000 2,56

Lt
A

6,466 B 210001 o 215000 860,000
1BG 45001 (] 50000 9,228,342 I 215001 to 220000 216,800
37 50001 o 55000 1,959,204 1 220001 ta 225000 223,083
£ 55001 fo s0000 2,603,016 1 225001 to 230000 228000
25 G0001 o 85000 1.586,383 l 230001 s] 235000 231,000
25 65001 to 70000 1,711,540 4 235001 to 240000 956,000
32 Fa00x to 75000 2,351,785 7 245001 ta 250000 1,749,000
16 75001 io 20000 1,258,179 1 250001 to 255000 250,095
26 a1 io 25000 2,158,673 1 255001 to 260000 256,500
£ E5001 to S0000 1,952,204 2 265001 to £ 237,100
b S0001 to 92000 255,105 4 2700401 Ia 275000 1,097,164
113 95001 to 100000 11,874,198 1 /ol Lo LaUli 2758,951

22 100001 L 11] 105000 2,253,624 1 280001 to 285000 282 000

9 105001 to 110000 985,380 2 285001 ta 250000 574,530
| 110001 to 115000 1,024,169 21 295001 w] 300000 6,300,000

11 115001 to 120000 1,305,814 3 200001 to 205000 907,465
17 120001 {s] 125000 2,108,791 1 305001 La 310000 305,000
11 125001 (] 130000 1,420,000 4 310001 Lo 315000 1,258,500
& 130001 to 135000 801,591 1 320001 to 325000 335,000
13 135001 o 140000 1,657,309 1 325001 to 330000 327,809

7 140001 to 145000 1,007,043 1 335001 to 340000 337,500

i 145001 to 150000 3,715,647 3 345001 to 350000 1,050,000




Pattern of Shareholding

as at December 31, 2013

No. of = o Total No. of S 2 Total
Shareholders SR ] shares He Shareholders Sreiolcings: Sich Shares Held

L 355001 to 360000 360,000 1 670001 to 675000 &71,308

L 165001 to 370000 369,502 3 695001 to FOOO00 2,097,965
2 370001 to 375000 750,000 4 700001 to JO5000 2,814 644
l 3750013 to 38000 375,500 1 7250071 to 730000 27 384
2 385001 to 390000 775973 3 745001 to 750000 2,249,000
9 395001 to 40000 3,600,000 1 Jo0001 to Fe3000 160,500
2 400001 o 405000 801,961 1 79000 to 795000 195,000
1 405001 Lo 410000 406,892 2 735001 to a00000 1,600,000
2 410001 to 415000 a22,002 1 820001 to 825000 825,000
| 415007 to 420000 41p,244 1 845001 to ESO000 850,000

1 430001 Lo 435000 435,000 1 260001 to SE5000 861,781

L

445001 to 450000 1,350,000 1 g7500 to S80000 876,000

! 450087 (£ A550040 454,059 2 895001 to SOG000 1,800,080

4 450001 to 45000 925,082 1 965001 to ¥0000 970,000

1 470001 o A75000 475,000 4 295001 to 1000000 4,000,000

=]

475001 to ABDO0O 956,500 1 1000007 to 1005000 1.001.500

=

485001 to 490000 437,047 1 1005001 to 1010000 1,009,971

=5
L

495001 to 500000 7,498,000 1 1020001 to 10250600 1,025,000
2 500001 o 505000 1,003,292 1 10750071 to 1080000 1,076,041
Y 515001 to 520010 116,441 1 1125001 to 1130000 1,128,477

1 535001 ey 240000 a3, 000 1§ 1230000 o 1205000 1,200,475

| 245001 to 550000 550,000 1 1320007 to 1325000 1,344,94;

1 550001 to L5000 552,608 1 1335001 to 13400 1,338,000

Ik
n
L
L
=
o |
J'|
=L
=1
=]
|
=

FIE 1,118,000 2 1385001 to 1400000 2,800,000

! 565001 Lo 570000 570,000 1 1405001 te 1410000 1,410,000

|_
g
=
{
=
2

575000 575,000 1 to 1450000 1,448,905

1 575001 to 580000 575,601 1 1430001 to 1485000 1480282
3 535001 to GOO000 1,797,520 1 1495001 to S00000 ,500,000
1 &05001 to 610000 609,B33 1 1510001 to 1515000 1,512,000
1 235001 o 640000 G440, 000 1 1515001 to 1520000 1,515,7
Z 650001 (o 655000 1,304,056 1 1530001 to 1535000 1,532,000

1 e35001 to GE0C00 657,500 1 1550001 to 3555000 1,554,921

3 265001 to & 70000 2,008,005 1 1570007 to 1575000 1,573,445




Pattern of Shareholding

as at December 31, 2013

Sharefhalders

No. of

1610001
1645001
1745001

1810001

2135001
2285001
2370007
2755001
2920001
2950001
3105001
3135001
3230001
3310001
3560001
3720001
4065001
4295001
5510001
&2E000L
6835001
EEI000L
6235001
E39500]
7285001
9225001
9295001

13170001

to
Lo

o

o
o
a

o

Shareholdings' Slab

1615000
1650000
1750000
1815000
1915000
1955000
2000000
2140000
2280000
23750
2800000
28925000
2595000
3110000
3140000
3235000
3315000
3565000
3725000
4070000
4300000
5515000
BO00R00
B2ZB5000
6840000
BESS000
940000
7000000
300000
9230000
9300000
10000000

13175000

Total
Shares Held

1,747,116
1,810,788
1.915.000
1,953,819
2,000,000

136,000

b

L
&

L3

1,156

2,991,000

3,108,500

w
i

39,483
3,234,500
3,214,733
3,565,000
3722728
4,065,500
4,300,000
5,511,500

6,000,000

20,000,000

13,174,061

No. of
Sharehofders

1 16465001
1 192150061
1 27905001
1 36225001
1 53020001
1 F7335001

1 86345001

1 10159500
1 252060001
] 233995001
L 315775001

1 356575001
I 02685001

G784

o

L3

to

Shareholdings' Slab

L54 70000
16220000
27910000
3623000
53025000
7340000

BE350000

} 102000000

252065000
254000000
315780000
356680000

702690000

Total
Shores Held

\6,467,577
19,216,691
27,908,004
36,228,658
53,020,288
77,335,346

86,349,447
102,000,000
252,061,010
254,000,000
315,776,969
156,676,342

702,689,067

2,671,604 827
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Form of Proxy SILKBANK 7

Annual Ganemal Meeting

af

Beipg member|s] of Silkbank Limited holding

prdinary shares hereby sppoint

uf wr falling him/her

of _ @5 mylour proay in myfoe absengs o akbend and yote for medus and on rylour behatl al Armual Gensral

Mesiing of the Bank o be hedd on March 27, 2014 andior adjournment thereof.

As winess myfour reandis) ses! this on the ey of 2014,
Signed by the said
in presancs aof 1.

Z.

Signafure an
Follio Mo, COC Arcound Mo. Rﬂ.:ﬂuﬂsmm
ol Approgeiale Value

liniportan:

1. The Prosy Farm, duly complieled and signed. must be receled at the Company’s Shares Regisirar Office nol lass than 48 hours
befare the tme of nolding the mesating.

2 Mo parsan shall &ct a5 praxy unless hevshe himselbhersal is-a mamber of the Company, eroagt that & corporate antity may appain
By person wWh 18 nota memiber

3. If @ member appoints mans than one proxyard more han one instrument of proxy are deposited by 8 member with the Comgany,
all such Instruments of praxy ahall be renderad Invalid,

4. In tass of prody Tor an individuad CRC sharehoider, attasted copies of CHIC or the passperd, account And paricgsant’s 1D number
of the benaficial gwrer along wah the prowg [s required to be furmished with the Proxy Fom,

yl

In case of corprrata entity, the Board of Direcinrs” resolution/pover af altorney with the specimen signature shall be submittad
[unlese [t kes bean provided sarlier) alang with the Prasy Farm of the Camparry
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