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Brilliance

Curiosity is the seed of discovery, the desire to
explore on unfamiliar territory. As g 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 customer-base s
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.




SILKBANK >




Annual Report | 2013

Customer
Franchise

At Silkbank, we focus on delivering nothing less
than 'value' in the commitment towards our
customers. This is cascaded throughout every
functional area of the Silkbank network, Striving
for customer satisfaction & loyalty, as well as
quality in our products & services portfalio
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 a 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 Management agenda
shelters the development of the perfect
dream team - from building an effective and
deeper management criterion that
encompasses employee satisfaction and pure
meritocracy, to getting the right person for
the right job. At Silkbank, we unfailingly
promote 'teamwork' and continue to reap
its benefits at every turn.
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Cost
Management

We're constontly monitoring, amending and
re-engineering. At Silkbank, Cost Management
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 capabilities
focusing 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 alf
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
Teamwark is our key strength... our success is in unity.

Creativity
Out-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




S ACCOUNT ALL-IN-ONE

ACCOUNT

“ MAHANAR
MUNAFA

VISA
DEBIT

CREDIT
CARD

CARDS
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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 benafits,

| BUSINESS VALUE ACCOUNT:
A unigue business Current Account that provides customers
with protection and transactional benefits tailored for any
business. It is the first account that provides comprehensive
business inventory coverage for up to Rs. 1 Crore.

m ONLINE EXPRESS:
Online Express gives the customer complete online solutions
under one roof with a variety of tier-based transactional
benefits.

W SALARY PREMIUM ACCOUNT:
Anexceptional Current Account offering a host of financial
convenience, protection and lifestyle benefits with hassle-
free salary processing.

SILKBANK SAVINGS ACCOUNTS

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

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

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

W SUPER SAVER ACCOUNT:
Pravides the custamer with the highest monthly returns
on higher depaosits and profit calculation on a daily profit
basiz with a maonthly payout

SILKBANK TERM DEPOSIT ACCOUNTS

m SALANA MUNAFA ACCOUNT:
Offers the highest profit with payout on maturity. It provides
custorners with an overdraft facility of up to 90% with ather
transactional benefits.

m SILKBANK MAHANA MUNAFA ACCOUNT:
ffars the highest profit with monthly payout. it provides
customaers with an overdratt facility of up to 90% with ather
transactional benefits.

BANCASSURANCE

One-stop professional financial service for the utmbst
canvenience in protection needs, Services incude: Mehfooz
Har Pal, Roshan Mustaghbil, Silk Health Plan, Sunehra Kal, Silk
Health Line, and Silk Secure Takaful.

A r

Alternate Delivery Channels

DIRECT INTERNET BANKING

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

SILKBANK PHONE BANKING

Why should customers walk to 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 ultimate
accessibility, convenience and security, 24/7.




SILKBANK VISA DEBIT CARD

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

UTILITY BILLS PAYMENT SERVICE

With its flaunch customers can now use their Silkbank VISA
Debit Card (VDC) at any Silkbank ATM to pay their utility bills
ar top up thelr moblle phones, round the clock, free of chargel

Corporate and Investment Banking

CORPORATE BANKING

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

INVESTMENT BANKING

Silkbank offers a vast array of Debt and Equity advisory and
arrangement services glong with advisory services for
restructurings, mergars & acquisitions and buy/sell-side advisory

MIDDLE MARKETS

Uphalding the motto of "Yes We Can”, Silkbank stretchesto a
nationwide natwork fully equipped to equally cater to the vast
and extansive middle market customers, Structured working
capital lines are provided along with Current/Savings Accounts
in order to enhance trade volumes of medium enterprises
allowing them growth

Consumer Banking

PERSONAL LOAN

With Silkbank Personal Loan of up to Rs. 2 million, customers
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 emergancy needs.

SILKBANK CREDIT CARDS

[he most iInnovative cards of the country, Silkbank Credit Cards
provide customers with 0% markup for an entire year upon
transfer with Card Design Personalization and Customization.

Small and Medium Enterprises

M'POWER

A running finance facility structured according to customier
preferences, It helps business customers to leverage every
business opportunity that comes their way and givas them
greater freedom 1o foocus on every important aspect of their
business growth

SME CASH EASE

SME Cash Ease is 2 liguidity solution for SME-|level businesses
to maintain a profitable working relationship with their clients.

Emaan Islamic Banking

Efmaan lslamic Banking was inaugurated by conversion of seven
conventional banking branches into dedicated Islamic Banking
branches in 2012 and Is geared towards providing Shariah-
compliant banking products along with high level of customer
satisfaction. Emaan Islamic Banking offers an array of products
to meet the financial needs of the customers,; including current
accolints, savings accounts, 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 subscribed to,
by a diverse group of nstitutional and retall investars, including top-tier names of the financial industry, The
funds so received further supported tier-1 copital and the CAR requirements, and oglso helped the Bonk in
exploring new business avenues for growth. In line with the strategic direction of the Board, the Bank reduced
cost of funds during the year, by generating more current and saving depasits {CASA), Investing in high-yielding
consumer assets and rationalizing administrative costs, The Bank afso focused on making its cost base increasingly
efficient through greater synergies and process re-engineering, and on rigorously grawing its existing portfolio
as wei as the newly lounched Islamic Banking and Credit Card busfness, Simuitansously, the Bank registered
a significant reduction in non-performing loans (NPLs) through the conversion and sofe of OREQ assets,

The year 2013 however, was not without its challenges. The unrelenting-and crippling energy shortages, ever
deteriorating law & order situction, persistent structural weaknesses, which continued to hamper economic
growth, and generaly pessimistic business sentime nt were o few major factors in a fong list. Reduced interest
rotes scenario together with the linkage of the Minimum Degosit Rate (MDR) with the Repo Rate proved to be
o constraining factor on banking sprecds. As a conseguence spreads reached o S-year low of 6.01% in Dec-2013
and overall receded to an cverage of 6 .24% versus 7.02% (aost vear. All these factors unfortunately kept the
Bank from making a prafit in the year.

Going forward in 2014, the Board has set significant goals to improve earnings and the Bank s also moking

headway 'n being capita-compliant through the induction of strategc/ non-strategic (nvestor(s). | join the
Board In wishing the management every success.

,w .Lm‘nl

Munnawar Hamid, OBE
Chairrman
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President’s Review

Dear Sharehoiders,

The year 2013 was a challenging year for Pakistan both on the political as well as the economic front, The pre
and post 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 sectar as their limited resources made It difficult jor them to sustain uncertainty
over o protracted period. The Pok Rupee olso witnessed o significant depreciotion against the US Dollar. This
placed greater pressure on trode and businesses relying on imports, The positive, during the year under review,
was the smooth transition of the elected governments both at the Centre as well a5 the provinces. There was
a'se a fairamount af unanimity in the politica' parties on the hand'ing of the ferrorism threot, which is expected
to bear frult in due course.

In these cha'lenging times, 5{'kbank embarked upon o six-point plan to make your Bank margin positive by the
end of the year, Foremost was the need to be capital-compliant. In this connection, | am proud to announce
that in March 2013, we successfully raised Rs. 2.2 billion through issugnce of Privately Ploced, Non-cumulative
ond Convertible Preference Shares ("PNCPS") to investors, The proceeds from the PNCFS issue contributed
towards Tier-f Capital of the Bank. This hos been a landmark transaction, not only for your Bank, but.is also o
first of its kind financiol Instrument lounched In Pokistarn. It wos exceptionolly well recelved by the market. The
investors include many of blue chip names in the financial industry. The PNCPS [ssue will help in implementing
the growth strategy of the Bank by Infecting the much needea funas to expand our aistribution network, Further
Inftigtives are actively being pursued to bring in strateg'c fnvestors to infuse additional capital Inta the Bank.

Reduction fn the cost of funds was another key initiative of 2013 to make vour Bank profftable. In line with this
direction, the year witnessed a reduction of Rs. 6 b!llion in expensive term deposits, Simu'foneously, the low-
cost CASA deposits grew noticeably over 2012, This twe-pronged strategy towards increasing low-cost eccounts,
while curtalling high-cost deposiis, led to a significant cost of funds reduction amounting to 150 bps for the vear
2013, Silkbank’s CASA deposit mix also improved by 4% durihg the vedar whereas terim depasits reflected o
7.64% reduction versus 2012, This noticeable COF reduction will continue to improve your Bank's margins, as
our CASA centric policy will continue In the coming years.

Anather 2013 strategic initiative was a focus on booking kigh-yielding consumer assets. Of the tota|

Rs, 2.5 bifllan In consumer 'oans booked during the pear, Rs. 1.9 billlon (76%) comprised high-margin Persona!
Instalment Loans and Ready Line advances, Another milestone achievernent during the year was surpassing the
coveted mark of Rs. 1 billion in credit cards ending net receivables (ENR). Our strategic focus will continue to
be on the high-margin consumer osset products for increased spreads.
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\ President’s Review

Our road to profitability also Includad a strong recovery of non-performing advances. Your Bank's Special Asset Management
(SAM] team continues 1o reflect robust recovery, totalling Bs. 1.820 billion during 2013, The SAM team was able to
reduce MPL by Rs, 1.96 billlon, which had a PEL impact of Rs. 1.2 billion,

Closely linked to MPL reduction was the disposal of Real Estate assets, Your Bank successfully reduced non-earning Real
Estate assets from a high of Rs, 7.14 billion in January 2013 to Rs. 3.86 billion by December 20132,

Our shxth critical initiative to steer the bank towards profitability was to rationalize our expenses. In 2013 our expense
rationalization initiatives covered staff, premises as well as other operating costs of the Bank. Synergies were created
through position mergars oy consolidation of units as well as review of each unit's organizational structure. A pool of
surplus resource was thus created which was utilized for internal hiring wherever gaps emerged In the organization. The
abeve initiative led to a reduction in Head Count expense by Rs. 213 million in 2013 versus December 2012. Costs were
giso ratlonalized 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 realizad through adoption of energy-efficiant

practices as well as stringent monitoring. Other operating cost saves included telecom and hardware optimization and

a constant review afma]nr EXpense lines.

Your Bank also maintained a resolute focus on custamer service during the year, Surveys were conducted to measure
service quality through both in-house resources as well external research agencles. Qur "Mystery Shopping Results"
conducted by a leading Independent marketing research consultancy has reflected continued improvement In our service
guality results, with a score of 91% customer satisfaction. |t gives ma immense pleasure to advise you that the Overall
High Satisfaction score in 2013 improved a full 400 basis points over 2012, This is a manifestation of our staff's cornmitment
ta service quality and their continued efforts to uphold the service standards of the institution. Our endeavour will be
to continue the Service Leadarship in the Banking Industry.

Our strong portiolio of alllances with popular merchants across Pakistan has been a vital pull in tha increase of our YDC
custamer base by 22,691 during the year 2013, SilkBank Visa Debit Cards reflected a growth of 36% over last year with
a spend volume of Rs. 541,16 millian, Gur high ATM availability and the upscale ook and feel of our vestibules have
contributed significantly to the enhanced usage of our ATM's, with an impressive average of cash dispensed of over Rs.
1 billion a month.

The Alternative Delivery Channels (ADC) business continues to be an impartant tool in cost reduction, customer loyalty
and the Bank's innovative positioning. Your Bank now provides SM5 alerts to 76,800 customers. Internet Banking is now
being used by over 24,199 customers while e-statement usage has jumped to 46.995 customers, ensuring timely delivery
and reduction in courier costs. We are now working towards enhancameant of Mobile Banking Sarvice, with introduction
of push SMS's, GPR5-based mobile-site and creative mobile applications. This will allow our customers to pay their bills,
transfer funds, request chegquebooks, besides many other services, These ongoing developments aim at further
strengthening your Bank's Innovative positioning whilz graatly reducing custormer touch polnt costs, ADC segment
recorded an income of Rs. 78.63 millien during 2013.

Your Bank has continued to be a major plaver in the Bancassurance business offering simultaneous Investment & health
insurance with an annual revenue of Rs. 48.9 milllion,




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

In just one and 5 half vear since inception, Emaan |slamic Banking, the Islamic arm of Silkbank, has bullt a deposit portfalio
af Rs. 7.8 billion and also boaked Rs. 1.1 billien in corporate assets eomprising both Murabaha and Musharaks transactions
The unit also converted Rs. 2.5 billion ORED assets into 1slamic Musharaka Financing. In order to offer more product
aptionsto customers, your Bank entered into a strategic Banca Takaful Alllance with Pak Qatar Family Takaful. In the year
2013, Emaan Islamic Banking extended its branch network te 10, opening 3 new branches at Quetta, Abbottabad and
Mardan,

Your Bank manages its liquidity with stringent risk management and prudent liquidity management technlques. Sitkbank’s
Treasury department continued its exceptional performance in contributing towards profitability. Your Bank made FX
Income of over Rs. 150 million, where interbank desk generated trading profit of Rs. 16 million in a 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. 132 million despite constant trade valumes and shrinking spreads. Equity deck's perfarinance was exceptional,
registering a profit of Rs: 215 million, which translated Into a total return of mare than 50 percent.

Your Bank continued to enhance its risk management capability in the Corporate, Middle Market, SME and Consumer
businesses. Assessment of the Risk Acceptance Criteria (RACs) is an ongoing exercise, which enables the Bank to keep
its risk appetite at acceptable levels. The Internal Control and Compliance Team continued their vigllance of branches
and other support functions of your Bank, which included sharing of guidelines 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 wall
as staff loan portfolios.

| am pleased to advise vou that tho IBM team's roview of Silkbank IT assets concludad that Silkbank's IT infrastructure is
optimal and the consolidation level achieved is in line with best practices.

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

In coming 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 expenses through greater synergies
and re-engineering of processes for greater efficiency and productivity. Our forthcoming initiatives will aim to augment
our revenue momentum to 2nsure that we close the next year on stronger footings.

It is my great privilege to continue to lead the dynamic Silkbank team. | would thank every member of the arganization
far their dedication, committiment and hard work during the year. | would also thank our Stakeholders, Sponsors and
Directors for their continued guidance, support and patronage.

Yes we can,

%”wﬁ#&'

AZDAAT TARIM
Fresident & CEO

SILKBANK
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. Corporate Information

Boord of Directors

Munnawar Hamid, OBE . Chairman
Faisal Anis Sherwani Birector
Humayun Bashir Birector
Javed Hamid Director
Mohammad Ahmed Mannan Director
Sadeq Sayeed Director
Shamsul Hasan Blrector
farig Igbal Khan, FCA Director
Azmat Tarin President & CED
Shaukat Tarin Advisor to the Chairman

Company Secretary

Uzman MNaveed Chaudhary

Chief Financial Officer
Syad Al Azfar Nagvi

Audit:- Committee

Humayun Bashir Chairman
layed Hamid | Member
Sadeq Sayeed Member

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

wWohammad Ahmead Mannan MWember



Human Resources Committee

Munnawar Hamid, DBE Chalrinan
Humayun Bashir Member

Javed Hamid Member

Azmat Tarln Membar

Auditors
M. Yousuf Adil Saleern & Co.
{Deloitte Pakistan)
Charterad Accountants

Legal Advisor

Cornelius, Lane & Mufti

Registered Office

Silkbanik Limited
Silkbank Building, |, |.Chundrigar Road, Karachi
Telephone No.: +92-21-111-00-7455 Ext. 413 & 414
Fax Mo +92-21-32460464 & 32462502
Email: companysecretary@sllkbank com.pk
Websita: www silkbank.com, pk

Share Registrar

Central Depository Company of Pakistan Limited (CDCPL)
Share Registrar Departmeant
CDC House, 99-8, Block '8,
S5.N.C.HS,, Main Shahra-e-Faisal
IGarachi-74400
Tel. Ma.: Customer Support Services [Tol- Free) 0800-COCPL (23275)
Fax: +92-21-34326053
Email; info@cdcpak.com
Wabsite: www.cdcpakistan. com

/
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Humayun Bashir
Birector

Azmat Tarin
President & CFQ

Shoukot Tarin

Advizor to the Charman
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o, Lt Director i Shomsul Hasan
[ & Director
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Directar
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Profile of
Board of Directors

Mr. Munnowor Hamid, OBE = Choirman

Mr. Hamid was elected Director and Chairman of the Board, in March
008 and was re-slected as & Director by the shareholders of the Bank
and Chairrman by the Board [n August 2011, He is also Chairman of
the HR Committes of the Board, Mr. Hamid gained extensive experience
of commerce and industry while serving I'n a major chemicals company,
ICI Pakiztan Limited, as Chiof Executive, as well as Chalrman of a
number of subsidiary companies of Global Corporations in Pakistan,
which include ICI Pakistan and Pakistan PTA (now Lotiee Pakistan PTA
Ltd.}). He kas alco cerved In London as a Global Senlar Carporati
Flanner |Cl Ple for its Pharmaceuticzls, Agrochemicals and Seeds, and
especially Chemical Businesses. Subsequently, he was the Advisor to
the CEQ of ICI Pic Londan, for South Asia. In addition to the Corparate
sector, Mr. Hamid has been associated with 8 number of Boards, high-
level consultative bodies, Public Sector Crganizations, leading Advanced
Educational Institutions and the Finandal Sector of Pakistan. In Dctober
1957, he was appointed Officer in the Most Excellent Order of the
British Empire {OBE} by HM the Queen, for services to 101 and Economic
Develapment In Pakistan. Mr. Hamid is a graduate from Punjzab
University, and also holds BA (Hons) and 2 Master's degree from
Cambridge University (Gomvilie & Cajus College), UK. Ha has owver 45
vears of axparience in the flelds of buciness & eorporate manageament
antd operations, Mr. Hamid is also currently associated with the
following organizations:

s Linde Pakistan Lid

|farmerhy BOC Pakistan Ltd,) Chalrman
s The Agha Khan University, Karachi Member Board
of Trustee
= The Aga Khan University - Gratulty Fund Trustes
s The Aza Khan University - Provident Fund Trusiee

Mr. Humayun Bashir — Director

Mr. Humayun Bashir was elected as an Independznt Directar an the
Board of the Bank in March 2008, and has hald this position since
then. He was re-glected by the shareholders in August 2011, He ls
alzo Chairman of the Audit Committee of the Board, and a member
of the HR Committes. Mr. Humayun is.a certlfied director under tha
IFC Corporgie Governance programme since 2003, He nas 35 years
experience of working with 1BM in Pakistan and Middle East. He is
currently the Country Ganeral Manazer of IBM Pakistan for 15 years,
and has also served In Dubal with IBM, as Middle East Africs Business
Develapment Executive. Mr. Humayun's experience includes deep
Interaction with Banking and Telcom sectors in Pakistan, and has
participated in advizing banks to deploy innovative selutions to improve
controls, enhance customer experience, and reduce costs. He has
participated in advizing banks to deploy innovative solutions 1o Improve
controls, enhance customer experience, and reduce costs, He has
served an the boards of Export Processing Zone Authority, Linde
Pakistan, and Karachl Port Trust. He was elected as President of
Drverseas Investors Chamber of Commeace & -:l'.v:lu'si'n,.' l:l‘,lflf'.{f.l'r In January
2012, and was slectad Prasident of Armerican Business Caunell (ABC)
im 20117,

He holds an Engireering Degree and has recelved training in business
administration, marketing & communications at different IBM centres
I Europe and US, including courses at INSEAD, France.

. Tarig lgbol Khan = Director

Mr. Tarig lgbal Khan was elected a5 an Indepgendent Direetor an the
Board in December 2010, and has held this position since then. He is
also Chairman of the Risk Committes of the Board

Mr. Taria Igbal Khan s the Ex-Chairman of National Investment Trust
Limited, He has also served on various positions in Federal Board of
Revenue {FBR) and Securitles and Exchange Commilsslon of Pakistan
(SECP). My, Khan has alzo played a significant role as Pakistan Banks
Association’s Chairman. Mr. Khan is a Chartered Accountant by
profession, and has aver 30 years of experience, He has served on the
Boards of various other banks and companies: Currently he holds
directorship in the following companies

w Gillette Pakistan Ltd, Dlrector
» Internationzl Stecls Lid. Director
= Lucky Cemani Ltd Director
= Nztlonal Refinery Lid Blrectaor
s Packagss Ltd. Director
w PICIC insurance Company Director
u FFC Energy Ltd Directar

Mr. Javed Hamid — Director

M. Javed Hamid was elected a5 5 Non-Exacutive Diréctor on the Baard
of the Bank in March 2008, and has held this position since then. He
Iz also member of the Audit Committes and the Human Resouros
Committes of the Baard, Mr. Javed Hamid i5 3 senior finance executive
with extensive internationzl banking, investment and development
experiance. He has a strong background |n investing Inemarging
markels, negotiating investment agreemeants batwesn governments
a2nd institutional investors, managing international investment
portfalios, 2nd providing technical assistance to develaping countries
Wr. Hamid has worked for neary 30 vears in the International Finance
Corporation [IFC) of the World Bank Group. He was Director for the
East Asla & Pacific Reglon, and a member of the Management
Commiittes of IFC. He |3 a2 wall-known authority and speaker on
intermational banking, investment and development issues, and has
been frequently interviewed by the press

He has & keen Interest in 2ustainable development and corporate
governance issues. Mr. laved Hamid is a graduate from Cambridge
University, UK, and an MBA fror Harvard Unbversity, USA. His publizhed
works have appeared in the Asian Wall Street Jourmal, Far Eastem
Economic Review and various academic journais. Mr. Hamid is also
currently serving In the following organizations

= Asia Resgarch & Capital Management Hong Kong Birector

» Asia Pacific Medica! Group, China Cirector

s International Executive Services Corparation, USA Seniar
Adviser

s World Bank Group, LISA

Mr. Sadeq Sayeed — Director

Wr, Sayeed was elected as a Non-Executive Director an the Board of
the Bank In March 2008, and has held this position since then, He is
also member of the Audit Commitiee of the Board,

Cansultant

Mr. Sayeed was appointed as Chairman of Metage Capital Ltd., an
investment firm based in London, in March 2011, Prior to this,

Mr, Sayeed was the CEO of Nomura Europe in 2008, having jolned the
campany In 2000 as Spedal Advisor. This appolntmeant followed the
gcouisition of the Lehman Brothers businesses in EMEA and Asig, in
which Mr. Sayeed played a key role. In addition, he was the Chairman




of both ths European Management Committee, and the European
Capital Commitments Commities at Momura. In 2010, Mr. Sayeed
retired as CEC of Nemura. Previausly Mr. Savesd had been respornsible
for a number of key strategic projects globally, ncluding the creation
of Terra Firma Capital Pariners, a £2 billion private equity fund. He
was also responsible for creating the Jalit venture between Rathschiid
and Nomura, in respect of their global investment banking activities.

Ir. Sayeed has over 30 years of experience in imvestment banking,
|neluding arbitrage trading, structured Anance, fund mansgament and
financiat advice. He has previously served as Managing Director of
Cradit Suisse First Boston, where he spent 15 years, and served asa
rmember of the Operating Commitles, Priar 1a hiz global investment
banking career, he was Consultant ta the World Bank in Washington,
OC, Mr. Sayeed holds an under-graduate degree in econemics with
concantration In electrical engineering, from Massachusetts Institula
of Technology (MIT), 23 well 23 a Master's degree in financs from
MIT's Sloan School, MrSayeed s a visiting Asscciate Scholar at
Pembroke Collega, Cambridge. He is also an Adjurnict Professor at
Imperial College Business School, in London, He currently hoids the
following positions:

Tha -
Chalrman

Partner

Mr. Shamsul Hasan — Director

hr. Shamsul Hasan was appointed by the Board as & Mon-Exscutive
Director an the Board of the Bank In Movember 2013 Mr. Hasan isa
senior imrestment and corporate banker. Prior o his joining the Bank,
Mr. Hazan was the Managing Director and Chief Executive Officer of
Pakistan Kuwait Invesiment Company [Fvt.) Ltd.,, 3 jeint venture of
Governments of Pakistan and Kuwalt, from Novermnber 2008 till August
2011, Through his dynamic leadership, he completely turned around
the company into a profitable organization. In 2011, Pakistan Kuwait
Investment Company Wwas given a Credit Rating of “A8A" by two
independent credit rating agencies; it also achieved a3 vary high
Corporate Governance Rating. Mr. Hasan has also workad as the
Country Head of Corporate & Investment Banking Group of the then
Saud) Pak Commerclal Bank Limited. He has aver 22 years of banlking
experiznce with other local and international banks, and has a proven
track recordof aver 20 years experience |n senlor manzgement,

s Metage Capltal Ltd.
n Sinthos Capital Advisars LLP

He Iz a graduate of Paklstan Military Acadarmy, Kakul, Mr. Hasan has
extensive banking training and has attended various international
management development programmes, conducted by INSEAD France,
Wational University of Singapore, Institute of Islarmic Banking Londaon
and Eura Maoney London,

Mr. Falsal Anis Sherwani — Director

Mir. Falsal Anls Sherwanl Is a naminee Director of #/'s. Namura
Imtemnational Plc

M. Faizal has a Master's in Business Administration (MBA) with a
major in Finance from the Institute of Business Administration {IB4),
Karachi, Pakistan. Ha Is an experlenced professional with a proven
track record established over last 10 years within the institutional
client base in the Guil.

Mr. Faisal Is currently working as an Executive Director In Nomura
InMermational Ple: based in Dubai International Financial Cantre.

Frior to jeining Momaura, Mr. Faisal was working with Lehman Brothers
Europe Internaticnal, Dubal Branch, as Birector - Middle East Caplta
Marists, At Lehman Brothers, he established Credit Sales and Securities
Financing business in the Gulf Region,

Mr. Faisal also worked for Standard Chartered Bank for 3 decade in
the Middle East and Pakistan, Durlng his stay at Standard Charterad
e performed various roles In Institutional Sales, Trading and Assat
Liability Managemeant.

Mr. Mohammad Ahmed Mannan — Director

Mr B, A Mannan was elected 25 an Executive Director on the Baard
of the Bank in August 2011, He is responsible for 1slamic Banking and
also spearheading the Merger/Acquisitions/Capital Ralsing activities
to dallver the bast value for the Bank. Me Mannan is siso a member
of the Risk Committae of the Board.

b, Mannan has over 20 years of experience In local and intermational
manking. He has led, structured and turned arcund banks in the
conventional and [sizmie Banking soheres.

He has served as CEC of Dubal Islamic Bank (DIB) from 2005 to 2010,
He was responsible for launching the franchise in Pakistan, He led it
to its current status of being one of the largest islamic Banks in Pakistan,

Prior to jaining DIB, Mr. Mannan served from 2003 o 2005, a5 Deputy
CEG of UBL, the country’s third largest bank. In less than 2 years, he
helped turn arpund the bank fram a Inss-lTlahir‘-E nstitution to

Re. 7 blllian in profit. He concelved and daveloped tha Consumear
Banking-at LBL

He started his career at Citibank {1991-2003), where Mr. Mannan's
forus was on Consumer Banking. In hiz last azssignment at Titibank, he
was based out of Mew York with a direct line responsibility to daliver
5790 million revenue, and 5650 million in pretax profits, by Cross
Selling to customers across all Citibank Cards Partfolins, consisting of
93 million customers.

le iz alsothe chairman-of the task force on Remittance to Pakistan
He envisioned and created Pakistan Remittance Initiative (PRI}, 2 joint
Inttiatlve of the State Bank of Pakistan, Minkstry of Overseas Pakiztanls
and Ministry of Finance, increasing the remittances from 57 hillion in
2008 to 513 billlon in 2011

Mr. Mannan Is & Master of Business Administrstion (MBA) fram the
nstitte of Business Administration.

Mr. Azmat Tarin — President & CEO

Wr, Tarin is the Presidents CEQ of Silkbank since October 2008, Prior
w that, he was Executive Director in Silkbank, He is also member of
the HR Comimittes of the Board

Mr. Tarin is @ career oanker with an experience of over 25 years. He
started his career In Branch Operations In Lincaln Savings, Califorpia,
n 1989, Subsequently, he moved to Saudl American Bank in Rivadh

He has also attendad the Management Associate Programme at the
Saudl American Bank.

iz first banking assiznment (n Pakistan was with Unlon Bank Ltd. fram
1999 to 2006 as Head of Retail Banking, whers he was a part of the
core team that turned the bank into one of the most profitable banks
af the country. In additian, he sarved on the Board of Unlon Leasing
from 2001 to 2006

Wr. Tarin is alsa serving as a Director of Sinthos Capital Holding Ltd.

bAr. Tarin Is @ Master of Business Administration {MBA) In Managament
Selences Tram Pepperdine University, Los Angeles, California
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The Management

Mr. Azmat Tarin
M. A. Mannan
Goharulayn Afzal
lamil A. Khan

Kasim Feroze Khan

Mian Asif Said

Talha Saead

Jawad Majid Khan
Romana Kholkhar

Syed Ali Azfar Nagwi
Muhammad Sagib Pal

Ali Kashif Rizvi

i Aman Kotak
Faroog Nasim Butt

Javed Yousuf Edhi

Junaed Rayaz Chaudhry
Kamran Bashir

Nadeem Qureshi

Naiyar Manzoor Saifi
Mansoor Mukhtar
Shahram Raza Balhtiari
Shuja Ahmed Alvi

Syed Salman Hasan
Uzman Naveed Chaudhary
Wajih Zaidi

.

President & CED

Executive Director

Group Head Operations, Technology & Productivity
Group Head Compliance, Legal & Internal Control Bivision
Group Head Special Assets Management and Other Real Estate Owned (OREQ) Properties
Group Head Wholesale Banking

Group Head Retail Banking

Group Head Islamic Banking

Group Head Human Resources

Chief Financial Officer

Chief Risk Officer

Head Traasury and Financial Institutions

Head Customer Satisfaction & Cuality

Head Caorporate Banking Group

Head Information Technology

Head Consumer Risk

Head Othar Real Estate Owned (OREQ) Properties

Head Internal Cantral Unit (ICU)

Head Marketing and Publiz Relations

Head Small & Medium Enterprises (SME)

Head Consumer Assets

Head Investrent Banking Group

Busin=ss Head Cards

Company Secretary and Head of Investor Relations & Legal Affairs

Head Internal Audit




Corporate Profile

Silkbank is a scheduled commereial bank listed an all stock
exchangesin Pakistan with its Central Office located in Karachi.
On Septernber 15, 2001, under the supervision of SBF, the
institution then known as Prudential Commercial Bank Limited
wias acouired by Saudi Pak Industrial and Agricultural Investment
Company (Pvt). Limited and renamed as Saudi Pak Commercial
Bank Limnited.

On March 31, 2008, a Consortium comprising International
Finance Corporation, Bank Muscat 5.A.0.G, Nomura Eurcpean
Investment Ltd. and Sinthos Capital Advisors (led by Mr. Shaukat
Tarin and Mr. Sadeq Sayeed) acquired a majority stake in Saudi
Pak Commercial Bank Ltd, which was subsequently rebranded
as Silkbank Limited on June 01, 2008.

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 strateglc

business alliances around the warld.

The Bank is engaged in providing financial services via 88
branches located in 33 cities throughout the country and offers

a range of retail, consumer, corporate and Tslupﬂr:pf‘uﬂuﬂts.

A member of the World Bank Group, IFC
fasters sustoinable econamic growth (n
deve oping countries.

4 bfoel
4~ BankMuscat

Largest bonk of Oman with ossets of over
IS0 15 billion, having significant presence
n the diddle East.

NOAURA

A eoding investment bank with network
i over 30 countries and tatal assets of
USD 221 hillian, Recently acquired Lehman
Brothers In Asia and Europe.
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for the year ended
December 31, 2013

Dear Shareholders,

The Directors are pleased 1o present the 20th Annual Report and the
audited financlzl statements for the vear ended Gecember 31, 2013,

Economic Review

Macro econamically, the year 2012 was a vearof twa halves,

Im the first half of the year, CPl inflation continued fo decling (r2aching
8 9-yerr low of 5.1% in May-13), and averaged at 6,5%. The currency
also remained fairly stabla with the PER depreciating by 2.6% against
the USD and in response, the SBP reduced the discount rate (DR} to
a low of 9% by lun-13,

Henwever, significant deterioration | the madro-econormic parameters
was witnassad in the second half, in which inflationary pressures
resurfaced and CPlinflation ross o anaverage of B.9%. One of significant
contributors to this was the increase In pawer and zas tariffs, which
were rsised by up to 50% for industrial and commercial usars and 30%
far residential custormers. A higher currency devaluation of 6% alsa
added to this pressura. As 3 result, the SBP revarsed its monetary
policy, and raised the discount rete by 50 bpson two occasions
|5ep-13-and Nov-13), taking it up to 10% and there seems 1o be room
for a further discount rate Increase, given that the 10-year FI3 is
currently trading at 12.8%

Pakistan officially entered anather IMF programme in Sep-13. This
Extended Fund Facility (EFF) iz different from the 2008 Standby
Arrangement in @ number of ways, The most crucial difference isin
the terms of disbursement, as the eurrant EFF makes equal quarterly
disbursements of approx USD 550 milllon each, In contrast 1o the
previous programme which was front-loaded with an initial
disbursement of USD 3.1 billlon. As a consequence, as large loan
repayments are made to the IMF the PER has been weakening and FX
reservies ave continued to slide with the country's total liguid FX
reserves falling dramaticaily feam USD 135 bllllan in Dec-12 to

UED 8.1 billion in Dec-13

{owever, the most tangible Reform made by the Gevernmant hias
been the sipnificant increase In electricity tariffs in 2013, which has
reduced the subsidy burden of the government considerahly,
Additionally, sorme taxation measures, including a 1% Increase in 357,
have also helped Increase revenue collection and flscal deficit 1s
consequently on track to meet the IMF target of 5.8% of GDP for FY13,
a considerable improvernent from more than 8% in the first half of
the year. Large Scale Manufacturing growth in July-Oct 2013 has also
bean 5.1%, compared to 1.1% in the same period last year, showing
Inktial slgns of an ecanomic Improvement

Banking Sector

Ihe year 2013 was equally challenzing for the Banking sector, 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 kas increased discount rates by 100 bpc
to L0O% in s last two monetary palicies, one of the factors, which
continues 1o impact spreads, ks the increase in minimum deposit rates
{MBR) on saving deposite. Durlng the year there wére two changes (o
the MDR regulation az announced by the SBE In the month of Apdl,
the SEF made the MDR applicable on average monthly balances, rather
than minimum balances previoushy. Then, in the manth of September,
it linkad MDR on FLS saving accounts with the interest rate corridor-
floor |Repo rate) and conseguently, effective October 1, 2013, banks
wate [lzble to pay al least 50 bps below the SEP Repo rate (which wae
7%), effectively increasing the minimum return on saving deposits by
50 bps to 6.5%,

On the lending front, advances increased by Rs. £98 billion during the
vear as textile and power sector lending Increased significantly.
Provisioning pressures also sbated significantly with a number of banks
witnessing a reversal In NPLs.

Silkbank's Performance During 2013
and Future Strategy

OVERALL FINANCIAL PERFORMANCE

Ir the Tirst guarter of 2013, the Bank Issued proference shares of

Rg. 2,200 million Wwhich were successfully subscribed ta by a diverzse
group of institutional and retail investors, including top-tier namas of
the financial industry. The funds so received further supported the
CAR requirements, 35 stipulatad by the Cantral Bank, and skso helped
in exploring new business avenues for growth. The Bank reduced cost
of funds by generating more current and saving deposits (CASA),
Imvesting in hizh-vielding consumer
administrative costs

sssets and rationalizing




it glso fooused on making its cost base increasingly efficient through
groater synergies and process re-enginearing and on rigaroushy srowing
Itz exlsting porifolio as well as the newly launched 1slamic Banking and
Credit Card business, Conversion and sale of ORED assets continued
az wall registering a significant reduction In non-parforming loans

(M PLs)

However, the very significant economic and political challenges coupled
with the sharp reduction af spreads prevented profitability, hence the
Bank Is not In a position to declare any dividend for the year. The

comparative financial performance for 2012 and 2013 is givan below:

Financial Performance - 2013 e Mo
2013 2012
Met mark-up income | 2.160 1,902
{Provisions) / Reversal, impairment

and others 1633] L
Nor mark-up income | 1325 | 1065
“Non mark-up expense | {43790 | (a077)
(1,528) | (529)
.Tan.-" (Reversal) of tax | 3amm | 185
| 1157) | (344)

Rupee
{Loss) f Earning per share T (043) (0.13)

Future Strategy

Thare have been significant impravements made by the Banli to
decrease the loss at margin level and with a clear strategy in place,
the Banlk shall contlnue to pursue [ts gaals to be the ton service provider
in the banking industry, bacome capital-compliant and improve
profitability, To achieve these goais, a-clear threa-year strategy (Inclusive
of tax projections) has been devisad. This will significantly enzble focus
an further available growth oppartunities, supported by a continued
reduction In cost of funds, increase in high-margin consumer assets,
further sale of OREQ, 3 strict monitering of the credit portfolio and a
strong revenue stream from the new businesses. Resultantly the Bank
is definitely expected to improve profitability in the coming years
Further, the Bank is making headway In discussions with varlous
strategic and non-strategic investors to iImprove the MCR and CAR of
the Bank before June 30, 2014,

Operations

RETAIL BANKING GROUP

H BRANCH BANKING

Branch Banking remalns one of the mest critlca! businesses for the
Bank, accounting for over 118,000 customers and approx 72% of
the Bank's deposit base. Strategy during the yvear continued o focus
on reducing cost of funds, by replacing high-cost deposits with fow-
cost CASA deposits, and favourably modifying its deposit mix. The
Bank's unique products such as All-in-One, Business Value Account
E Munafa Rozana achieved 2 high leve] of customer ioyalty and
satisfzction as indicated by the mystery shopping and internat service
measures

The Business also developad new avenues for growth which included
Bancassurance, and the Remittances & Altermnate Dellvery Channal
business and emerged as a major player In the growing remlttances
pusiness. Remitiances of over Rs. 12.9 billlon were recéived and
further expansion iz pianned through partnerchips with more
Exchange Companies, The Bancassurance business recorded

a total revenue of Rs. 48,86 millian

B SILKBANK VISA DEBIT CARD

The VisA Debit Card continued to show strong growth and more
than 22,000 cards were issued during the year. Full year Point of
Sales (FOS) and ATM usage during 2013 showed an increase of 14%
and 10% respectively as compared to 2012, 55 Alerts, E-statements
E Sllkbank Direct Internet Banking add signiflcant value to the
Silkbank product ling, enhancing the businass stream at the same
time,

m CONSUMER ASSETS

Consumer Assat Operations continued io support Consumer loans,
programme-based SMEz and Commercial and Staff loan portfalios
with an aggregate portfolio size of Rs. 48 billlon. Personal Loan,

Ready Ling, ' Power & Credit Cards remained the core focus with
47,000 customers having ageregate limlts exceeding Rs. 12 billion

Silkbank Visa Credit Card

e Sllikcrank V15 Cradit Card business witnessed a phenomenal growth
during the year 2013 in terms of number of cards and ENE. Silkbank
Credit Cards turned out to be the top perfarmer in cards acqulsition
clesing off 2013 with a total base of 19,580 cards. In additlan, the
business was able to reach the coveted milestons of Rs. 1 billian in
receivables on December 31, 2013 The recently introduced Extended
Payment Plan {EPP) continued to add value and strength to the card's
competitive pasition in the market and will form 2 key cormerstone of
the strat=gy to further enhance futurs ENR / revenue stréams,
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Emaan Islamic Banking

Emaan Islamic Banking completad its first year of operstion in 2013
and adced three now branches making the total number of branches
ten in elght cities acrazs Pakistan. The three new branches performed
well and contributed deposits of Rs, 896 milllon in nine months of
operation. The total deposit book increased by Rs, 1.9 billion during
the year and reached s 3.9 billion. Murabaha and Musharaka products
weare gpproved by SBP and azssts amounting to Rs 3.68 billlon were
deplaved In three products with an average vield of 14.3%, which Is
expected to impact overall profitability very favourably, BancaTekaful
with three product variants was launched in alliance with Pak Qatar
Family Takaful, which will be one of the key NFL drivers in 2014, Emaan
Islamic Banklng remained in sync with the Bank's overall strategy on
customer service and demanstrated outstanding performance in the

MAAN

Wholesale Banking Group

CORPORATE BANKING & MIDDLE MARKET

[uring the year, Corporate Banking focused on bullding corporate
deposits with an emphasis on Currant Accounts. In order to have
better synergies and afficiencies, the middie market segment was
merged with Corporate Banking and the four branches locatad in
Lahare and Karachi played an important role in building Current
Accounts and generating trade businass. Going forward, this foous will
continue and the target 1s to fund 40% of the Bank assets by the and
of year 2014, To achieve this, 2 dedicated llabllity team of Corporate
Banking has been formed to target corporate Habilities and also
spearhead cash managemeant to generate deposits as well as Current
Actounts,

FINANCIAL INSTITUTION (Fi)

Fl enhanced carrespendent banking netwark by providing access to
mare than 400 banks worldwide, enabling smooth and seamless trade,
freasury and payment businesses. Fl also fadlitated Corporate, Middle
market & SME cllerts by arranging import LC confirmations warth
USD 40 milllan by selling bank rick and erass border risk to various
top-ranked correspondents across the globe.

INVESTMENT BANKING (IBG)

The 1BG worked on 2 number of debt raising and restructuring
assignments, |BG also anhancad the yield on its Debt Portfolio by
recomposing the Dabt Capltal Market partfolio. IBG led the capital
raizing initiative far the Bank through the issuance of preference shiaras,
which was an innovativa product, and the transaction was successiully
concluded In March 20132, adding Rs. 2.20 billien to the Bank's eguity.
In-addition; |1BG has been working on various other capital-raising
opooriunities for the Bank

TREASURY & SWIFT OPERATIONS

Treasury and SWIFT Operations are processing conventional az wel
as [slamic products. Vaciows Initiatives eovering printing and d
courier were underiaken during the year to create efficiencies and
save costs. Also centralized posting of transfer pricing was implemented,
and substitution of manual dispatch of inter-branch FX confirmations
by 3 system-based email communication resulted in improved process
and cost efficiency. Avtomation was campleted in the FE 25 Reserve
ragulrament report to efiminate chances of human error, Automation
initiatives also included FX Islamic Ready/Forward deals as well as FX
Mark to Markst repart of the islamic Treasury, Treasury back office
team also established the Disaster Recovery Site set-up as part of
regulatory compliancs.

GCuments

Technology

Information Technology (IT) engaged in @ number of technology
Initatives during the year. The lzunch of 5ilk Cash Manager (Corporate
nternet Banking Portal), and as per the S8F mandate, implementation
of Internaticnal Bank Account Mumber {IBAN) in core banking system
were the highlights. Various ather technology-based initiatives and
multiple integrated information systems were also implemented o
facilitate and support the business.




Human Resource

The Bank took significant Initiatives to enhance both professional and
personal development through Manzgement Development
Programmes and relevant need-based leaming interventions, and
revamped its Learning B Develogmeant approach as well. Leaming &
Developrment ntroduced need-based specific programimes to anhapoa
productivity and efficiency in various business segments, as well as
eadership development of senior manzgement

Golng forward, the Human Resource Group, will continue to strengthen
its strategic partnership with the businesses to support the Bank and
s peopie to reach the next level

Centralized Operations Division (COD)

Dwring the year 2013, the focus of the COD was on improving
productivity and efficlency thraugh automation and process re-
engineering. The highlights Include implementation of digitizing archival
documents to provide ready access to archived material and other
nitiatives to automate day-to-day activities leading 1o a paperiess &
error-free emvironment with greater controls, COD took the leadership
role in Implementing IBAN by providing necessary training, guidanca
and coordination between Internal stakeholders. COD alzo played a
pivatzl ol in streamili NINg the REW 30U ﬁ[:c-r:ir'g Procass Tﬁgc‘:her
with a bank-wide training Initiative to eliminate errors and discrepancies
r the account ocpening process,

Special Asset Management Group
(SAMG)

Tha SAMG of the Bank has-ahways been able to surpass its allocated
'.HrgEE] .'|I‘:'.'!ITE! the BCONGIIC EZ[]'IFII:IE-HE, acute 'IE__LI.E'II'},' 5|'I\'.':FLi-.|‘x';I':"_
Energy crisis and the deteriorating law and order situation in the
country. As such [t once again exceeded itz abjectives during the yaar,
and contributed a net As, 1,842 million to PRL with 2 total NPL reduction
and mark-up recovery of Rs. 2,230 million, It also recovered written
off loans of Rs.5 milion and rescheduled NPLs of Rs. 845 million. The
Real Estate Azset Management tzam [REAM) also effectively supported
the SAMG by selling off ORED (Other Real Estate Owned) assets of
Rs. 4,172 milllan guring the year

Service & Quality

True to our cora values, the Bank's staff maintalmed an unwavering
customer focus, Mystery Shopping conducted by a leading independent
marketing research consultancy Indicared a score of 91% customer
satisfaction, the highest amongst peer banks.

Corporate Social Responsibility

The Bark is committad togrowing its business in a way that is profitable
and sustalnable far its employees & the communities |t operatas in,
The Bank provides support to 8 wide array of causes and this year
supporied programmes for education & heaith, preservation of culture
& history and promotion of yvouth & sparts, The Bank's leadership alsa
endorsed corporats initiatiies for developing automation systems and
processes for @ paperiess envinonment as well as energy conservation
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Board of Directors

In the month of April 20132 the nominee Director of M/'s. Nomura
Intarnational ple, Mr. Arshad Ghafur resigned from the Board. The
Board extends its appreciation to Mr. &rshad Ghatur for his very
valuzble contribution 1o the Board. To fill the casual vacancy,

M/s, Nomura International ple naminated Mr. Faisal Anis Sherwan to
replace Mr. Arshad Ghafur gnd the Board appointed him as Director
on April 27, 2013, The Board warmly welcomes Mr Sherwanl and
noks forward to benafit from his experience. The current composition
of the Board Is as under;

Types of Director

Mo. of Directors

Independent Director 3
Mon-Exscutive Director 4
Executive Director 2

Directors' Training

During the year 2013, one of our Directors, Mr. Mohammad Ahmed
Mannan completed the Corporate Governance Leadership Sidils {CGLS)
Propramme of the Pakistan Institute of Corporate Gavermancs,

Corporate and Financial Reporting
Framework

The Board is commitied toits responsibilities under the Code of
Corporate Governance of the Securities and Excharnge Commission of
Pakistan {5ELP). In going 5o, it wisheas to maka the ﬁ:ulln'.,-,.'l"ug statements:;

z] The financial statements prepared by the management of the
Bank, presant Tairly 15 state of affalrs, the résult of its aperation,
cash fiow and changes in eguity

b) Proper books of account of the Bank have bean maintained

c) Appropriate accounting policies have been conslstently apolied In
preparation of financial statements and accounting estimates are
ased on reasonable and prudent judgment.

d) Internationzl Firancial Reporting Standards as applicable in Paldstan
Rave been followed in preparation of financial statements and any
departure therefrom has been adeguately disclosed

e} The system of internal contral Is-sound in design and has bean
effectively Implementad and monltered. Managament's statement
on internsl control is enclosed herewith which is endorsad by the
Board as required by the State Bank af Pakistan. The Board is
uitimately responsible for the Bank's system of internal cantrol
and reviewing its effectiveness. However, such a system is designed
fo manage rather than eliminate the risk of fallureto achieve
objectives and by its nature can provide only rezsonzble and not
absoluts assurance against material misstatement orloss

I'he procass used by the Board to review the effectivaness of the
system of internal control includes, inter alia, the following:

il An audit committee has been formed which has written terms of
refarence and reports to the Beard. It reviews the approach adopted
by the Bank's Intermnal audit department, as well as the scope of
and its refationship with the external auditors, |t also receives
reports fram the intermal audit, and any materizl control weakneaszs
that iz identified is dizcussed and agresd actions are taken in areas
of concern

Il An organization struciure kas been established that supports
clear fines of communication and tlered levals of suthorty with
the delegation of appropriate responsibility and accountability.

[} Business strategies agraed-at divicional leval are approved by the
Board. In addition, there is an annual budgeting and strategic
planning process, These strategles are reviewed during the year
to reflect any slgnificant changes In the business environment

iv] The principal features of contral framework ncude:

m Evaluation and spprovals procedures for major capits| expenditure
and other transactions

® Regufar reporting and monitoring of financial perfarmance using
operating statistics and monthly management accounts which
highlight key performanca Indicators and variance from budget
and quarterly foracasts,

m  Revlew of the health, safety, environment and contingancy

managemant processes and other significant policies.

A Y W




® Further, reviews of the systemn of internal contral are aiso carrled
out by the intemal audit department and managzement conclustons
on internal control are confirmed by divisional managerment to
the Board

®m There are no significant doubts upon the Bank's ahility to continge
a5 8 gOINg concern

® Thera has been no materal departure from the best practices of
corporate governance, as detalied in the listing regulations,

Risk Management Framework

Concerted efforts for the improvement of the Risk Management
Functions have been carried out over the years, which have resulted
in better contral & risk ervironment plus ereating an overall "Risk
Culture" within the Bank. The following are some important aspacts
of the Risk Management Function at Silkbank Limited:

CREDIT RI

Independent Risk Management Units catering to the Corporate /
Commercial f SME and Consumer segmeants.ars fully operationz],
clearly following laid-out Policies and Procaedures formulated in the
form of Policies / Manuals and Praduct Programmes, Credit Risk is
thus continuously monitarad by the respective sanctioning units
Broad- based Credit Approval authority has also been delegated to
various approvers for credlt slgn-off. Credit Administration units are
n place for all segments of the Bank, effectively handling all
docurmentation and safe keeping. The Bank has its own Obligor Risk
Rating ([ORR) models / eyctoms for Carporate, Commercial and SMEs,
which are regularly reviewad J/ updated. Basides, AMG also hasa
rooust EWS reporting system in place. These processes are capable of
identlfying problem loans at an early stage for timaly remedizl actlons.
Resuits for establishing these systems are now beginning to reflect in
the managemeant letter issued by the external auditors and the annual
reporis camplled by the SBP Inspection teams through reduced
nstances of system and procedure failures

Under Consumer Banking, 2 separate collection unit operates for follow
up and recovery. & centralized Special Assets Management Unlt s also
n place and is primarily responsible for handling the NPL accounts

and recovery. The unit is performing its task in a very professional and

efficlent manner. Besides various management committees of the
bank, Credit Risk is also overviewed by the Risk Committes of the
Board on an ongoing basis. Regular guidance is sought from the Board
an credit-related matters and the findings implemented in letter and
spirtt, Marked reduction in MNPl portfolio has ensued resultantly

A Middle Office function {Independent of the Treasury) has been
establizhed within the Bank with the primary responsibility of
manitering the market risk function and reporting 1o the Head of Risk
Management Group. Investment Cammitiee (IC), Market Risk Pollcy
Committes {MRPC) and Asset and Liahilities Committee (ALCO) are
alsa functioning to supervise and approve Markat Risk exposures; At
Silk Banlk, we have a well-defined Liguidity Palicy, duly approved by
the Board. Presently, various Excel-based tools ars in us= to generate
MES or Markat Risk and reparting to the senlor management and
regulators, We are also In the process of setting up the "T-Risk Module
that is capable of ganerating sophisticated modelling reports.

OPERATIONAL RISK

Under Operational Risk, appropriate Operational Polides and Procedures
have been documented and disseminated for managing operational
risk. An Intemal Control Unit is also operational with the primary task
of over-viewing and ensunng implementation of vanious operational
guidelines and monitoring proofs and reconclliation across the Bank
Additionally, an Independent Internal Audit function is alsa in place
within the Bank, reporting to the Audit Committze of the Board, &
Propar Compliance Department i5 aleo functional, inter alla, toensure
that all legal and regulatory requirements are properly addressed in
addition to the implementation of Anti-Money Laundering and Know
your Customer (AML/EYC) Paliclas.

Ir this respect, appropriate training to relevant staff has been iImparted,
inchading training on strict manitoring of transactions and AML/KYC.
Business Continulty Plan {BCP] s alzo in place to deal with any
eventuality, Self-Assessment of Key Risk Indicators (KRI's) and
compliance of standards, codes and guidelines is regularly carried out
and documeanted.
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Director's Report

for the year ended December 31, 2013

Board of Director’'s Meetings

During the year, the following Board and its Committees mestings were held, Attendances by the Directors were as follows

Namme of At Board Meetings | AT | commitee Meetings|  Meetings
sttt | pento | | e | it ndea | St sn | st

hir. Munnawar Hamid, DBE 05 06 | 04 04

i b, Humayun Bashir - D& | 0s | o4 | 4 - 04 I 04

" Mr. Javed Hamid | o6 | o6 | oa | o4 | o4 [ og
Mr. Sadeq Sayeed | 06 | 06 | o4 | 04
M. Tariq lgbal Khan 05 06 | 04 4
tdr. Shamsul Hasan I 0g r 05 [ 04 03
Pdr. ﬁ-rah-au_i Ghafur I 03 [ 0o |

i Pdr, Faiza! Anis Sherwanl - 03 | 03 |
pr. Maohammad Ahmed Mannan (/=] 06 | Cud 0

[ fdr. Azmat Tarin - i3] - 0z | 04 . - 03

Leave of ohsence was granted to the Directors who cou o not attend the meeting,

Pattern of Shareholding

The psttern of sharehalding 2: required under the Companies Ordinance 19584 and the Code of Corporate Savernance |5 as follows:

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

Categories of Shareholders sﬂ:::::: dﬂe{s Shares held Percentoge
il Directors and their spousels) snd minar children | 123,044 032 4,64
D2 Associated Companies, Undertakings and Related Partles® it 1.976,735,553 . 73493
03 Executivias 15 7,689,542 | 0.29
D4 _ Public sector companies and corporations T 22,112 652 : 0.83
0s Banks, Development Finance Institutions,
Men-Banking Finance Companles, Insurance Companies, T 1,249 540 0.o7
Takaful, Modarabas and Pension Funds
0& Mutual Funds 2 28,636,530 1.07
ov . Foreign Eompanies E 27607 372 1.03
08 General Public - Foreign 5 4,093,690 .15
g . General Public - Local 6,636 . 266,037,651 9.96
10 Othars 87 | 213,797 865 | 2.00
Tatal 6,777 | 2,671,604 827 | 100.00

*This dies not Include, one hundred and two million (102,000,000] shores of Mr. Shoukat Tarin, kept in repa transaction.




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
No. af Folios /
COC Acs.

Category-wise
Shares held

Number of

Categories of Shareholders Percentage

Shaores held

$ No Directors , Chief Executive Officer "
i and their Spouse ond Minor Children Y 123,044, 05: 015
o1 | Munnawar Hamid, OBE 2,699
g2 | Humayun Bashir [ 3,655
03| | 500 _
04 | [ 102,817,019
05 | Taria Igbal Khan 5.000
06 | Shamsul Hasan | 500
07_| Mohammad Ahmed Mannan z 500
o8 | Armat Tarin | 20,013,115
L1, Farah Maz Tarin wio MrAzmat Tarin 200,000
Associated Companies, Undertakings and
5. No. n
Related Parties. (5% & above shareholding). 4 1,976, 735353 73.99%
o1 | Internationsl Finance Corporation 702,689,067 | | | 26.30%
[ 02 | ___Shaukat Fayyaz Ahmad Tarin” [ 601,553,175 | | | 23.52%
e | Momura European Investment Limited [ 356,676,342 | [ | 13.35%
| o4 | Bank Muscat 5.8.0.G | 315,776,565 | | |  11.82%
5. No. Mutual Funds 4 28,636,930 1.07%
o1 | Prucdential Stock Fund Ltd. [ 1,542 0.00
Maticnal Bank of Pakistan-Trustes '
a2 e 27,908, 4
Department NI{U)T Fund 27,908,004 10
03 CDE - Trustee Nit-Equity Market T e
2 Opportunity Fund 27,384 bt

*“This does not inciude one hundred and twa millfon (102, 000,000) skares of Mr. Shaukat Torln, keot in repa trahsaction.

There was ni trading in Silkhank shares carrigd out by any of the Directors and Executives, or their spouses and minor children during the year,

The retiring auditors, being eligible, offer themslves for re-appaintment till the conclusion of the rext Annual General Meeting. The Audit
Cammittee of the Board has recommended M/s. M. Yousuf Adil Szleem & Co., Chartered Accountants (Deloitte Pakistan), the retiring suditors,
as the statutory suditors of the Bank for the financial vear 2014

CREDIT RATING

The long torm entity ratine of the Bank s A- {Single A Minus) and the short-term rating (= A-2 [A-Two) as detarmined by "JCR VIS" Credit Rating
Campany Limited. The outlook on the assigned rating is "Stable"

FUTURE OUTLOOK

There have been significant improvements by the Bank to decrease the lozs st margin level and with a clear strategy In place expldined shove
and In previous reporte, the Banlk = definltely sxpected to Improve profitabllity. Further, the Bank I3 making headway In dizeussions with varlous
strategic and non-strategic investors ta improve the MCR and CAR of the Bank before June 30, 2034.

ACKNOWLEDGEMENT

Ve take this apportunity to-express our deepest gratitude to our customers and business partrers for their continued suppart and trust, and our
sincere appreciation to the State Bank of Pakistan for their guldance and cooperation extended to the Bank. We are also egually thankful to our
associates, staff and colleagues for thelr committed services to the Bank, and look forward to their continued support

jbwvu.m R, A&m}ﬂ

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

Karachi, February 27, 2014

SILKBANK

TE5 )




Annual Report | 2013

Statement of Compliance with

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

This statament is being presented to comply with the Code of Corparate Governance (CCG) contained in Regulation Ne.
(35) of listing regulations of Karachi, Lahore & Islamabad Stock Exchange Limited for the purpose of establishing 2
framework of good governance, whereby a listed Company is managed in compliance with the best practices of corporate
govarnance.

The Bank has applied the principles contained in the CCG in the following manner

1. The Bank encourages representation of independent non-executive directors and directors representing minarity
interests on its Board of diractors. At present the Board includes:

Category Names

Independent Directors Mr. Munnawar Hamid, OBF
Mr. Humayun Bashir
Mir. Tariq lgbal Khan, FCA

=

Non-Executive Directors Mr. Javed Hamiid
Mr. Sadeq Sayeed
Mr. Shamsul Hasan
Mr. Faisal Anis Sherwani

Executive Directors Mr. Mohammad Ahmed Mannan |
Mr. Azriat Tarin /

The independent directors meet the criteria of independence under clause | (b) of the CCG.

The Directors have confirmed that none of them iz serving as a director on more than seven listed companies,
including this Bank,

k2

3. All tha resident Directors of the Bank are registered as taxpayers and none of them has defaulted in payment of
any loan to a banking company, a OFl or an MBF| or, being a member of a stock esichange, has been declared as a
defaulter by that stock exchange

4, A casualvacancy occurring an the Board on April 27, 2013 was filled up by the directors an the same day

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

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

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

=

Tha 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 guarter. Written notices of the Board meetings, '
along with agenda and working papers were appropriately recorded and circulated., 4




09. The Board has been provided with the revised Code along with briefings on various stages in order for them to
properly manage the affalrs of the Bank as representatives of members of the Bank. Two Directors of the Bank have
been certifled from Pakistan Institute of Corporate Governance (PICG), Further, four Directors of the Bank stand
exempted, under the criteria given in Clause (¢} of the Code, from Director's Training Prograrimie; The rest of the
Directors will obtain reguired certification within the prescribed time up to June 30, 2016, All the directors on the
Board are fully conversant with their duties and responsibllities as directors of the Bank,

10. The Board has approved appointment of CFO, Company Secretary and Head of Internal Audit, including their
rermuneration and terms and conditions of ermployment,

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

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

13. The Directors, CEO 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 all the carporate and financial reporting requirements of the CCG.

15. The Board has formed an Audit Committee. it comprises three members, of whom two are non-executive

i directors and the chairman of the committee is an independent director,
16. The meetings of the audit committes were held at |=ast once every quarter prior to approval of intarim and final
results of the Bank and as required by the CCG. The terms of reference of the committee have been formed and
I advised to the committee for compliance

17. The Board has formed Human Resource Committes. [t comprises four members, majority of whom are non
executive directors, including two independent directors, The chairman of the committee is an also independent
direcior.

' 18. The Board hasset up an eéffective internal audit function with qualified and experienced professionals, for the
purpose duly conwversant with the policies and procedures of the-Bank.

15. The statutory auditors of the Bank have confirmed that they have been given a satisfactory rating under the quality
control review programme of the ICAP, that they, or any of the partners of the firm, their spouses and mirior
children, do not hold shares of the Bank and that the firm and all its partners are in compliance with International
Federation of Accountants [IFAC) guidelines on code of ethics as adopted by the ICAP.

| 20. The statutory auditors or the persons associzted with them have not been appointed to provide other services
except in accordance with tha listing regulations and the auditors have confirmed that they have observed IFAC
guidalines in this regard.

21. The'closed period’, prior to the announcement of Interim/final results, and business decisions, which may materially
affect the market price of Bank's securities, was determined and intimated to directars, employees and stock
exchange(s),

22, Material/price sensitive information has been disseminated among all market participants at once, through stock
exchanga(s).

F

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

/

For and on Behalf of the Board of Silkbank Limited

——

- |
.--/43## Pl st ..MAM Ml«-.‘;m-.u“ﬁ

Armat Tarin Munnawar Hamid OBE
President & CEOQ Chairman
l Karachi, February 27, 2014

—
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=

Management's Statement

on Internal Control
as of December 31, 2013

This statement is issuad in compliance with the State Bank of Pakistan (SBP) BSD Circular Ne. 07 of 2004 an Internal
Controls.

Maintaining effective controls s an Integral part of the management and accauntability function in Silkbank. The focus
of internal control both a8 a concept and & 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 improvement of internal controls, the Bank has implemented
the COSO framework of internal controls, in line with regulatory guidelines (ICFR) and COSC implementation (BSD-7),
With regular monitoring and improvement of the defined cantrols, the overall control enviconment in the Bank is now
gearcd to provide reasonabie assurance to the Bank's management, and other stakehaolders, which will continue to
improve with time.

In line with ICFR guidelines, 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 reasonable assurance in relation to the above-
mentioned objectives.

Over the years, the management has been able to adopt strategy to ensure effective monitoring and improvement of
internal controfs. These include the following!

L] n order to meet the SBP requirements-an internal contral, the Bank has acquired the services of a reputable
consultancy firm for guidance and documenting the axisting controls. Based on their recornmendations, the Bank
has Implemanted the COS0 framework of internal controls.

L] [he Bank has adopted a statemant of ethlcs and business practices that is signed by all directors and employesas,
Further, the compliance function also ensures Bank's compliance with all applicable laws, rezulations and code of

ethics,

= An organization structure has boen established which supports clear lines of cormmunication and tiered |evels of
authority and segregation of dutles commensurate with accountabilicy

= The Bank has established an effective Internal Audit structure, reporting directly to the Audit Committee of the
Board.

.~ -

m  AnInternal Control Department is established to proactively monitor and validate Cantrols in line with Regulatory
guidelines {ICFR} and COSO implementation (BSD-7).

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

= rhe Bank has implemented varlous key policies and procedure guidelines/manuals covering all the areas of |
management and operations, including those related to Branch Banking Operations, Centralized Operations, Trade
Businzss, Treasury, Cradit Risk, HR, Finance, Compliance and Administration.




[ Management gives duz consideration to the recomimendations made by the intemnal and external auditors for
improvemeants in the internal control systern and takes action to implentent such recormmendations.

s Themanagement has established evaluation and approval proceduras forall major capital expenditure and ather
transactions

" There |5 an annual budgeting and strategic planning process in the Bank. Fnancial forecasts are reviewed on a
periadical basis to reflect significant change in the business environment. Regular reporting and manitoring of
financial performance of the departments and the Bank as a whole has been implemented, using statistics and
monthly management accounts to highlight key performance indicators and variance from budgets and forecasts.

s TheBank has Implernented various significant pollcies covering all the areas of operations, Including those relating
to employees welfare and contingency management processes. The policies are reviewed periodically,

u 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 strengthening of the control
environmeant

With the implernentation of COS0 framework (under the SBP guidelines on Internal controls) and regular maonitoring
of the defined caontrols, the overall control environmant in the Bank is geared to provide reasonable assurance to the
ank's management, stakeholders and Board of Directors, which we believe will continue to further improve with time.

s e

Azmat Tarin

Karachl, February 27, 2014 Presidents CEO
A e

»
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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 be held on Thursday,
March 27, 2014 at 10:30 am at the Beach Luxury Hotel, Karachi, to transact the following business:

Ordinary Business:

kJd

LEI

Ta confirm the minutes of Ningteenth Annual General Meeting held on March 28, 2013,

To receive, consider and adopt the audited financial statements of the Bank for the year ended
December 31, 2013 together with the Directors' and Auditors’ reparts therean.

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

Any Other Business

To transact any other business with the permission of the Chair,

By the Order of the Board

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

Karachi, March 05, 2014

Motes:

The Share Transfer Book of the Bank will remain closed from March 21, 2014 to March 27, 2014 (both days inclusive),

A member entitled to attend and vote at this meeting may appeint another member as his/her proxy to attend
and vote, Proxizs In order to be effective must be recalved at the registerad office of the Bank duly stamped and
signad not less than 48 hours before the meeting.

Members whose shares are deposited with the Central Depository Company of Pakistan Limited are requestad to
bring Original Computerized National ldentity Card along with the participant's |.D. number and their account

Meeting. In case of proxy, an attested copy of proxy's Identity Card, Account and Participant’s |.D. number be
enclosed. In case of corporate entlty, the Board of Directors' resolution/power of attorney with the specimen
signature of the nominee shall be produced at the time of the meeting (unless it has been provided earlier or the
corporate entity has appeinted a proxy),

number in Central Depository Company of Pakistan Limited to facilitate identification at the time of Annual General V

Members are reguested to promptly notify the Bank of any change {n their addresses, i




Auditor’s Review

[ ] M. Yousuf AdE Salsern & Co Telephone +92 1{ 1234 5678
Charerad Accuurtanis e VB2 (21} 1254 BETR
Cavish Court, A-35, Block 7 & 8 KCHSU, Internet  wiwwideloifte com
i Bharze Faisal, Karachi-T5350, Pakiztan

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

We have reviewed the Staterment of Compliance with the best practices [the Statement) contalned In the Code of Corporate Governance

I [the Code} prepared by the Board of Directors of Silkbank-Limited {thae Bank) to comply with the Regulation G - 1 of the Prudential
Regulations for Carporate / Cammercial Banking issved by the State Bank of Pakistan and Listing Regulation No. 35 of the Karachi,
Lahore and lslarnabad Stock Exchanges, where the Bank Is listed

' The respansibllity for campliznce with the Code |s that of the Board of Directors of the Bank. Our respansibility is te review. 1o tha
extent whara such compliance can be objectively verified, whather the Statement reflacts the status of the Bank's complianee with
i the provisions of the Code and raport if It does not. A review is imited primarily to Inguiries of the Bank personnel and review of

various documents prepared by the Bank to camply with the Cade,

As part of our audit of financial statements, we are required te obtain an understanding of the accounting and internal control systems
sufficient to plan the audit and develop an effective audit approach. We are not required to consider whether the Board's statement
on irternal contral covers all risks and controls, or to form an opinion on the effectiveness af such internzl controis, the Bank's
corporate governance procedures and risks,

Further, Listing Regulztion of Karachi, Lahore and Isiamabad Stock Exchanges require the Bank to place before the Board of Directors
for their consideration and approval of related party transactions, distinguishing between transactions carfied out on térms eguivalent
to those that prevall inarm's length transactions and transactions which are not executed at.arm's kength price, recording proper
justification for using such alternate pricing mechanism. Further, all such transactlons are also required to be separately placed before
the audit committes. \We are only regulred and have snsured compliznce af reguirement to the extent of approval of related party
transactions by the Board of Directors and placement of such transactions before the sudit committee, We have not carried out any
pracedures to determine whether the related party transactions were undertaken at arm's length price or not

“ Bazad an aur review, nothing has come to sur attention which causes us to believe that the Statement does not appropriately reflact h.
the Bank's compliance, In all material respects, with the best practices contained in the Code 25 applicable to the Bank for the year \
d ended December 31, 3013

——

Charterad Accountants

Karachi, February 27, 2014
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Independent Auditors’
Report to the Members

= M. YWousuf AdiE Saleern & Co Telsphone +82 {21) 1234 5678
Crarersd Accountanis e V82 {21) 1234 B&TE
Cavish Golrd, A-35, Biock 7 8 8 KCHSL, Internet  www.deloitte.com
i EBharzse Falsal, Karachl-T5350, Pakiatan

Auditors' Report to the Members

We have audited the annexed statement of financial position of Silkbank Limitad (the Bank) as a: December 31, 2013 and tha related
profit and loss account, statement of comprehensive Income, cash flow statement and statement of changes In eguity together with
the notes forming part thereof (here-in-after referred to as the 'financial statements’) for the year then ended, in which are incorporates
the unaudived cortifiod raturns from the branches ewcopt for seven branches which have been audited by us and we state that we
have obtalned all the information and explanations which, to the best of our knowledge and belief, were necessary for the purposes
of gur awdit.

l—

It is the responsibility of the Bank's Board of Directors to establizh and maintain @ system of intemnal control, and grepare and present
the financial statemsants in conformity with approved accounting standards and the requirerments of the Banking Companles Ordinance,
1962 (LWl of 1962}, and the Companies Ordinance, 1984 [XLVI of 1984). Our responsibility Is to express an opinion on these statements
based on our audit

We conducted our auditin accordance with the International Standards on Auditing as applicable In Paldstan. These standards require
that we plan znd perform the audit to obtain reasonable assurance about whethet the financial statements are free of any materia
misst=tement. An audit includes exzmining, on 2 test basks, evidence suppoarting the amounts and disciosures in the firancal statemernts.
An audit also includes assessing the accounting policies and significant estimates made by management, as well as, evaluating the
overall preseritation of the financial statements. We believe that our audit provides a reasonable basis for our opinian and after due
verification, which in the case of loans and advances coverad more than 60% of the total loans and advances of the Bank, we report
that

d)  inouropinion, proper books of 2ccount have been kept by the 8ankas required by the Companies Ordinance, 1984 (X1 of
1984}, and the raturns refarred toabove received from the branches have been found adequate fior the purposes of ouraudit;

E] ir our opinion;

i} the statement of financial position and profit snd |oss account together with the notas thereon have been dewn up In conformity
with the Banking Companies Qrdinance, 1962 (LVIl of 1862), and the Companies Ordinance, 1984 (XLl of 1984), and &re in
zgreement with the books of account and are further In accordance with accaunting policles consistently applied except as

disclosed in note 4.1 to the sccompanving financial statemants with which we concur;

il the expanditure incurred during the year was for the purposa of the Bank's business; and

iy the business canducted, Invesiments made and the expenditure Incurred during the year were |n accordance with the abjects V

of the Bank and the transactions of the Bank which have come to our notice have been within the powers of the Bank:

L

In our opinton and 1o the best of our information and according to the explanations gven to us, the statement of financial

pasition, profit and loss account, statement of comprebeansive income, cash flow statement and statement af changes in equity
together with the notes forming part thereof conform with approved accounting standards as applicable in Pakistan, and give

the information required by the Banking Companiegs Ordinance, 1962 (VI of 1962), and the Companies Ordinance, 1984 (XIV1 f
of 1884), in the manner so required and give a true 2nd fair view of the state of the Bank's aff,
and s true balance of loss, its comprahensive income, its cash flows and changes in equity for the year than ended; and

asat Decamber:-31, 2013 -1' {




Independent Auditors’

Report to the Members

d]  inouropinion Zakat deductible at source under the Zakat and Lshr Ordinance,; 1980 (Xl of 1980), was deducted by the Bank
2nd deposited In the Central Zakat Fund established vunder sectlan 7 af that Ordinance.

We draw attention to the following matters:

i Note 1.3 to the financial statermnants which highlights that the Bank has not bean able ta meat the minlmum capltal reguiremernt
and the capital adequacy ratio reguirement prescribed by the State Bank of Fakistan (58F). The =aid note also describes the
plans of management to deal with the material uncertainties with respect to the capital requirements and Bank's sustainability
In the future. The Bank has been allowed extension untll December 31, 2013 by SEP ta meet the capital requirement and has

i also been allowed relaxation from provisioning against investment and loans and advances as explained in notes 10.11.1, 11.3.1,
11.3.2 and 11.3.3 10 the financial statements.

I i fote 13 to the financial statements relating to deferred tax zsset where management has disclosed that the Bank based on
financial projections for taxable profits for five years, which have been appraved by the Board of Directars, will ba-able to realise
the deferred tax aszet of s, 3.83% million, The preparation of projections invalve management's assumptions regarding futurs
businass and economic conditions and capital injection and therefore any significant change In such assumptions or actual
outcome that [s differant from assumptlans, may have an aeffect an the realisabiiity of the deferrad tay asset |n future.

i Our opinlan Is not qualified with respact to above matters

The financial statements of the Bank for the year ended December 21, 2017 were audited by another firm of chartered accountants
wha through thelr report dated bdarch 01, 2013 expressed an engualified oplnion thereon. However, thelr repart contalned the above

mentiohed emphasis of matter paragraphs. In addition, their report emphasized on matters relating to acqllsition of varkous properties
In satisfaction of claim, payments made to parties for certain non-banking esset acquisitions and subjactivitias invalved In valuation

of undeveloped properthes.

Chartered Accountants

Karachl, February 27, 2014
¥ Engagement Partner:

Asad Ali Shah

=
r
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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 Bank and in line with the expansion of Isfamic banking
business, reviewed and approved different Shari'a-campliant products, Furthermore, the Sharl'a Advisor reviewed
and endorsad all refevant documents and material that were submittad to him for approval, in addition to the
review of the proposed amendments made (n the [iability product papers ete., in compliance with SBP instructions

and guldelines.

" Recelved various queries and reguests from different guarters in the Bank, and responded In an adeguate manner,

issulng numerous Fatawa n the process

[ Raviewed the sthedules of charges (SOCs) that were periodically submitted for his approval, made necessary V

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

- Reviewed, amended where appropriate, and approved all the profits distributed on a monthly basis till date, and

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

amangst the shareholders and remunerative aceount holders has been made in line with the principles of Shari'a 4 'k




m  Designed an extensive programme for the training of the Bank's staff in areas of Islamic Banking and Finance, and
tonducted a series of comprehensive training sessions on Islamic Orientation, The Fundamentals of [slamic
Banking, Istamic Financial Contracts, Mudaraba and Profit Distribution Mechanism and Misconceptions about

slamie Banking In |slamabad, Lahore and Karachl,

s Studied the financial statements of the Bank for the year 2013 in detail, and |s of the opinion that the financial

ctatemants for 2012 arein ordar,
] Adeguately expressed his opinion on-all gueries and matters posed by the State Bank of Pakistan

s Supervised an extensive Shari'a Audit of the Bank's branches conducted by the Sharl'a Department staff of the bank
in September - October 2013, reviewed the conseguent Shari'a audit report, and issued aopropriate instructions
with respect to all areas that were found to be lacking, providing specific timelines far compliance with the same

by the management of the Bank.

Moreaver, The management of the Bank has undertaken to convert the existing conventional staff finance into Shari'a
compliant facilities, and to bring health Insurance, car insurance, etc. for the Bank's staff under the umbrella of Takaful,

by the end of the first guarter 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 principally on the management of the Bank. Nevertheless, based on the above, the findings of the
i Shari'a Audit, and review of all relevant docurnents and procedures conducted till date, the Shari'a Advisor confirms that
| the Bank adequately conforms to the rules and princples of Shari'a, the rules, regulations and guidelinegs for Shari'a

compliance and other rules issued by 58P, and the Fatawa issued by the Shara Advisor

| d Adnan Kakakhail
Muft g::ﬁ_- el

; Islamic Banking
' ETE?:f;mn of Silkbank)
islamabad
Mufti Syed Adnan Kakalkhail
Shari'a Advisor
Emaan Islamie Banking, Silkbank Ltd.
| i

»
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Six Years Financial Highlights

BALAMNCE SHEET

share capal

Reserves

Deposits and other accounts
Sub-ordinated loan

Borrowings from financlal institutions
Total Assets

Gross Advances

Advances-Net of provisions
Mon performing Advances
Investments - net of provisions
Equiity

Provision Held

Provision Held / NPL

Provision Held / Total Advances
PROFIT AND LOSS ACCOUNT

Mark-up/retum/interest eamed
Mark-up/retum/interast expensed
Met mark-up/ interost eamed
Provisions and Write off

Met mark-up / interest income/(loss) after provisions

Non-mmarkupdinterast iIncome
Mon-markup/interest expenses
{Loss}/Profit before Taxation
{Lossy/Prafit After Taxation

FINANCIAL RATIOS

Incorne / Expense Ratio

feturmn on average Equity (ROE)

Return on average &ssets (ROA)

MPLs to Gross Advances ratio

Earning assets 1o Total Assets atio

Earnings per share

Grass spread ratio (NIM/Gross interast incorma)

MON FINANCIAL INFORMATION

Mumber of branches
Mumber of employess

Times

2013

13,431
153
69433

11,382
91,800
61,521
56,088
9,872
14,853
6,675
5,432
55.03%
8.83%

7522
{5,463}
2,180

1633
1,526
1,325

14379
11,528}
{1,157

0.796
{15.20)
(1.28)
16.05
77.77
{0.43)
2833

a8
L1856

20712

13,431
153
62,050

11,377
89,080
54,072
48,060
10,817
12,735
5,373
5018
44390
9.280%

8584
(6,681)
1,902
S5ED
2483
I.065
[4077)
{529)
(344}

0728
(6.25)
(0.38)
20,00
75 66
(0.13)

2208

83
2750

Rupees in million

201

13431
139
64,072

17,782
20,5670
55,309
49,536
11,023
17,548
5,639
5,373
48.74%
9.71%

B,386
{5,515}
LE?.
2,630
4,501
547
(3,988}
1,359

6595

0681
13.27

0.85
19.93
775

0,25
n

25
4564

2010

13,431
55,704

8,871
72 665
52,525
44354
12,360
13,190

4834

8,570
69,34%
16.15%

6,776
(5,927)
B4g
{228}
621
1,185
(3,041}
(1,238)
{1,131

(Leag
(34.29)
(1,60}
23.35
.63
{0.4%)
1253

B2
2179

2009

8,003
25
49,610

(R

o

15,088
8,054
40,592
32,097
11,891
20179
1,763
8,495
71.43%
2093%

5013
{5,858)
58
(2,309
{2,252
662
(2663
(4,252
(2903}

0.270
(54,34}
{4.67)
2839
7B
(2.53)

098

65

1559

2008

2,003
218
41,057

8732
55,645
38,187
31,087
12,845
12,012

4391

7,100
55.27%
18.55%

4,588
{4,211

369
{1,642)
(1,273}

385
(1,948)
(2,834)
(7,014

0387
(61.30)
{2.69)
33.64
79.93
{2.83)
8,05

53
1741




Value Added Statement

2013 2012

Rs ‘000 %o Rs ‘000 %o
STATEMENT OF VALUE ADDED
Value Added
Met Interast Income 2,159,756 188 1,902 235 87
Mon Interest Income 324,580 115 1064660 4%
Uperating Expanses excluding staff costs, depreciation and amortization (1,699,887 (148) (1,360,498 (B2
Provision against advances, iInvestments & others (633.475) {55] 580,489 27
Value added for distribution 1,150,374 100 2,186,865 100
To employees
Remuneration, provident fund and other benefits 2,186,478 190 2,253,052 103
To government
Income tax {371,518) 132] {184,598) (8}
To expansion and growth
Depreciation 4067 075 g7 419
Arortization BS 400 75,683
Retained Eamings | (1,156,562) _(as271)

(663,588) {58) 118831 5

1,150,574 100 2,185,885 100

SILKBANK ~
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Horizontal Analysis

2013 12Vvsi12 2012 12¥=11 2017 11W=10 2010 T0VsDD 2008 O09Vs08 2008 0BVsOT

Rs M e Rs M o Rs M %% Rs M L Rs M L Rs M e
Balance sheat
ASSETS
Cash and balances with treasury banks 5,362 34% 4,007 10% #4385 e 3415 9o 3721 % 3070 5%
Balances with other banks 228 T63% 55 P R4 B% 83 4% 151 21% 150 47%
Lending to financial institutbons L47 =lrl ] 5,802 1% 3,101 1954 1,051 -4 1.0688 22% 1,377 Gy
Imrstrnants 14,353 7% 12,735 27% 17,548 33% 13,190 -35% 2I0,179 63% 12012 33
hdvances 56,088 14% 480640 2% 48935 T3% 44,354 @ 32057 I 371,087 0%
Dperating foeed assets & 551 1% 4,637 2% 4,758 95% 2444 34% - 3721 4% 300 7%
[eferrad tax assels (net) 3 B3 % 3,605 1% 3560 -15% 4,753 G 1870 52% 2a14 AEDy
Other assets 5293 3% 0,343 26% 7330 4% 3833 10% 4351 A% 2292 43%
TOTAL ASSETS 3% B3080 3% G06T0  29% TAEGE 6% GBAR4  73% 95645 4%
LIABILITIES
Bills payaibe 2747 39% 1.97% 18% 1679 101% B37 3% 638 43% £33 245
Berrrowings from fingnciad instrtutions 17,382 0% 11,377 0% 177BI B 9B71 -35% 15089 3% BJ739 1%
Creposits and other accounts B9.433 1% 69,050 g% 64472 15% 55.706 12% 454610 2%  41.057 3%
Sub-ordinated loan -
Liabilities against assets subject to finance lease 100%% 10 T4%% 40 Ll
Otkrar lbilites 1,562 20% 1,302 -13% 14898 5ty 1427 -89 1,555 575 Gay T
TOTAL LIABILITIES BE3,125 L B3, 708 el 85037 75% &7 B35 1% &6,907 % 51,254 T
MET ASSETS 6,675 24% 5,373 S 5639 1% 4834 17a% 1,783 a0% 439 101%%
REPRESENTED BY
Share capnal 28,716 26,716 26,716 76 18%  B003 0% 9003 O™
Raserves 163 163 17% 139 100% 225 3% 2% %
Duscount on issue of nghs shares (13,283} 113,285 [13,283) [13,285)
fccumuliated loss {3537 4% {8381} A% [8,055) 6% [(8a14) 5% (9031 47% (61320 a8
surplus on revaluatian of assets (net of tax) 408 155% 164 Elrk S 123 627% 17 -89% 1,566 % 130 21%
Convertible preference shares 2,208

6,675 24% 5373 55 5439 7% 4B3 T79% 1,783 G0%  £39] 101%
PROFIT AND LOSS ACCOUNT
Mark-updreturn/interest earned T.E12 1% 8,584 L 1386 2% &77a 5% 53913 9% 4588 ]
Mark-up/return/interest supensed {5463} 18% {6581} 3% [6.515) 10%  (5927) 1% (S HFG) 9% {4219 5%
Met mars-up/ interest earned 2,188 4% 1802 2% 1871 120% BaY 136%% 58 B4% - 3%
Provisions and Write off B33} -209% SEQ -TH% 2630 -1253% (228) -90% {2,305 A1% {1,842} 48%
Net mark-ug / interest income/{loss) after provisians 1,524 £ 2483 45% 4,501 B25% &1 Ti% 2352 27T {1,273) 5450
Mear-rrirku pémberest income 1,323 24% 1,063 6% BT 29%  LIEs TR 652 T1% 383 -3 1%
Nan-markup/interest expenses {43749) T4 4077 g [3.988) % (3041 14% [2623) 37 {1,548} 474
(LasskProfit before Taxation ina2E  TE8% (527} 138% 1359 -210% (1238 -F1% (4252 50% {4834} 15
Taniation a7 101% 185 128% (aa4) - T3a% 104 -92% 1,350 65% 220 1%

[Loss)/Profit After Taxation {1,157} 238% (344} -150% 05 161% (11311 -&1% (2900 %  [2014) 34t




Vertical Analysis

Balance sheat

ASSETS

Cash and balances with treasury banks
Balances with uther banks

Lending to fimancial institutions
Inyestrments

fidvances

Diperating fived assets

Crafarred tax assets [net)

Crther assets

TOTAL ASSETS

LIABILITIES

Bifls payakale

Borrowings from financial institutions

Depnsits and other aceounts

Sub-grdinated loan

Lialailities ggaimst assets subject to finance lease
Other liabifities

TOTAL LIABILITIES

NET ASSETS

REPRESENTED BY

Share capital

Reserves

Discount on issue of ights shares
Accumulated loss

Surplus on revaluation of assets (naet of tax)
Convertible preference shares

PROFIT AND LO55 ACCOUNT
Mark-up/return/interest eamed
Mark-upreturndinterest expeensed

Wet mark-up/ interest earnad

Provisions and 'Wnte off

MWetmark-up / interest incomelass) after provisions
Non-markupinterest income

Non-markup/Interest expenses

(Less)/ Profie before Taxation

Taxatian

[Loss)/Profit After Taxation

2013 13Vs12 2012 12Vs11 2011 11V 10 2010 10Vs09 2009 09Vs08 2008 08Vs07
s M %  Rsi % RsM % RsM %  RsM % RsM %
536 &% 4007 4% 4436  S% 3415 5% 3331 5% 3070 6%

226 0% Bs 2] o4 0% B 0% = 0% 120 0%
%47 0% 5602 6 3101 1051 1% 1068 2% 1377 1%
14,853 16% 13,735 | 4% F.548 9% 13,7920 18% 20,179 209 12012 22%
56088 si% 49060  55% 49936  55% 44356 G1% 32097  47% 31087 6%
48092 5% 437 5% 4756 5% 2446 3% 3721 5% 3002 5%
1839 4% 1605 4% 3560 4% 4193 &% 3976 6% 264 5%
6293 T 8348 0% 7230 By 3933 St 4357 0 &k 3797 0 4%
S1B00  100% £5080 100% SOA70  100% 72860 100% oRAE64  100% 55845  100%
1747 3% 1878 M 1679 % B37T  T% 638 1% 432 1%
11282 1% 11377 3% 17782 20% 9871 14% 15088 22% 8730 &%
69433 76% 69050  TE% 4072  TI% S5706 77% 49610 7% 41057 74%
0 0% FET

1562 3@ 1302 %n 1499 3% 1421 2% 1555 2% 387 %
85125  93% 83,708  94% 85037  94% 67835 93% 66001 O/ 51254 90%
60y % 34 gy A0 0 Wh 4R JB O BM63  F 00 0 oe

26716 29% 26716 30% 26716 9% 26716 3% G003 13% 0003 6%

163 0% 163 T 133 0% 0% 735 0% FA- T

(13,285) -14% (13235  -15% (13285 1565 (13,285) -13% e - %

9.527)  -10%  (8,381) 9% (8,055 9% (8614} -12% (9031 3% (6137 11%
s08 0w 60 e 123 0% 17 0% 15Es 2 1301 2%
2,200 2

_Bovy 7 AR Ex 3637 R 4fb J% A % S99 0 te
7622 5% S84 A% B388  91% 6776 ES% 5013 00%  A5EE  0a%
i5463) 61% (6681)  6%% (6515 -71% (58I7) 74% (5856 B3 (4213) 65%
360 24% 1802 20% 1871 0%  B4s 11% BE 1M 69 T

{633) 7 580 6% 2630  28% (228) 3% (2309 35% (1642) 33%
1526 17% 2483 2é%  4S01 49 21 B%  (2252) 344 (1,273) -2at%
1,325 15% 1,063 1%  B&7 9% 1,085 5% 662 0% 35 %
(4,379) 4% (4077 A% (39BH)  A3%  (3041) -38% (2663) 41%  (1948) -30%
1528 7% (529 5% 1359 1S% (1.236) 16% (4252) 5%  (2E3& 5T%

72 4% ES #a (ge4l % 106 1% 1350 21% R ETS
(0571 3% (3e4) FE= B% (1.131) -14% (289031 44t (2,014 4%
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Graphical Presentation of Financial Progress

Shareholders Equity (Rs. in million)

5373 5,639

I I ﬂ’334

2012 2011 2010

Total Assets (Rs. in billion)
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Total Assets - 2013 (Rs. in billion)

Advances - net
Rs. 56.1, 61%

Investments - net
Rs. 14.9, 16%

Total Assets

Advances - net
Rs. 49.1, 55%

Investments - net
Rs. 12.7, 14%

Fixed Assets
Rs. 4.7, 5%

Deferred Tax
Rs. 3.8, 4%

Other Assets

Rs. 6.3, 7%

Cash and Balances
Rs. 5.6, 6%

Lendings to Fl
Rs. 0.4, 1%

- 2012 (Rs. in billion)

Fixed Assets
Rs. 4.6, 5%

Deferred Tax
Rs. 3.6, 4%

Other Assets

Rs. 9.3, 11%

Cash and Balances
Rs. 4.1, 5%

Lendings to Fl
Rs. 5.6, 6%

)
| VA SNARVARY S
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Graphical Presentation of Financial Progress

Earning Assets V/s. Non-Earning Assets (Rs. in billion)

2012 2011

B Eamning Assets
B Non-Earning Assets

Gross Advances & Deposits (Rs. in billion)

69.4 69.1 a1
61.5 '
I 54.1 55.3 I

2013 2012 2011

/i

B Gross Advances
¥ Deposits

52.9 i

2010

=




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

381
L5
I 273

351
2013 2012 2011 2010

N Performing Loans
516 B Non-Performing Loans

413 443
206
- |1“ i Ii
2013 20 2010

12 2011

Deposit Mix (Rs. in billion)

Savings Teem Sayings Tarm
Rs 206,300 % R, 313, 45% Ry S Fs. 33,8, 45%

Current Currant
RE. 17.5, 25% Rs. 16.9, 25%

2013 2012 g I
L VAV S SNARVARLY SNy
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Graphical Presentation of Financial Progress

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

= Chemical and Pharmaceuticals # Electronics end electnicel appliances

w Agribusiness m Powaer |aleciricity), Gas, Water, Sanitary
= Cement ® Financial

u Sugar Insurance

= Textlle = Individuals

® Footwear and Leather garmants = Others

» Autamobileftransportation equipmant

Rs. 30,500, 55%
. Rs. 7,935, 14%
Rs. 0, 0%
Rs. 6,819, 12%
Rs. 2,036, 4% b ki
&l . !
Rs. 994, 2%
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)

xn
ﬂ m Chzmical and Fharmaceuticals » Electuronics and electrical appliances
! u Apribusiness ® Powver (elactricity), Gas, Water, Sanitary
| o Coment = Financial
[ ' = Sugar « Insurance
L v = Textile & Individuals
t ! ‘r:'-..,_-!l w Footwear and Leather garments n Others
||Irpf;e" s = Automobile/transpartation eguipment
1 | Rs. 28,293, 52%
i
A II'.I —'I il
| =

4 Rs. 5,198, 10% . - :
{

/ Rs.10,0% »+—
- Rs. 1,724, 3% / :

Rs. 1,026, 2% :
./' ~
Rs. 2,097, 4% /
Rs. 797, 1%

Rs. 841, 2%

Rs. 8,628, 16%
Rs. 3,019, 6%
Rs. 189, 0%

Rs. 256, 0%
Rs. 1,948, 4%

m—

[T —




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

B Mark-up Income
Cost of Fund

8.6 B.4
7.6
6.7 6.8
" I ! Ii

2013 2012 2011 2010

Revenue Composition (Rs. in million)

B Net Interest Income
B Mon Interast Income

1325 1,185
1,065
2013 2012 2011 2010 /5
- -
' (Y~ Y Z NN
| /AN LTS\ [/ ¥ W

SILKBANK »

Yes we can




Annual Report 2013

Statement of Financial Position
as at December 31, 2013

ASSETS

Casgh and balances with treasury banks
Balances with other banks

Lendings to financlal institutions
Investimants - net

Advances - net

Operating fixed assets

Defarrad tax assets - nat

Other assets

LIABILITIES

Bills payahle

Borrowings

Depasits and ather accounts

Sub-ordinzted loans

Liabilities against assets subject to linance lease
Deferrad tax liabilities

Other liabilities

MNET ASSETS

REPRESENTED BY

Share capital

Discount on issue of right shares
Raseres

Convertible preference shares
Accumulated loss

Surplus on revaluation of assets - net of tax

CONTINGENCIES AMD COMMITMENTS

Mota

10

T T

=i
in

b

18

e

20

21

s

The annexed notes 1 to45 and Annexure | and Il form an integral part of these financial statements

__#Wﬂ# ko

;&Wm —-Auw.'ﬂl

At

Azmat Tarin Munnawar Hamid, OBE
Prasident & CEQ Chairman

Tarig Igbal Khan
Director

December 31,

Decamber 31,

2013 012
(Restated)
Rupees In'000

5,361,695 4,006,569 |
126,184 86,002
445,859 5602423
14,853,257 12,734,898
56088429 48,060,494
4,591,552 4637334
3.839.078 3,605,041
6,293,252 §.347.733
91,800,316 89,080,494
4,17 A00 1.978,54%9
11,381,975 11,576,781
69,433,452 69,050,447
1562301 _1,302008 |
85,125,128 83,707,785
6,675,188 5,372,709
26,716,048 26,716,048
(13.284,674) {13.284,674)
162,761 162,764

2,200,000 -
(9,526,849) {8381.451)
6,267 287 5,412,685
407,901 160,024
6,675,188 537709

S A

Humayun Bashir

Ciarector




Profit and Loss Account

for the year ended December 31, 2013

December 31, December 31,
20713 2012
Mots Rupess in '000
Mark-up £ return / interest earnad 24 7,622 425 8,583,566
Mark-up / return / interest expansed 25 | 5462669 | f6.681,338)
Met Mark-up [ Interest Income 2,159,756 1,902,348
(Provision) / reversal against non-performing loans and advances - net 113 1410,3451{ 153,472
Frowvision against consumer finanong - net 113 {142,047 (46,921)
Recovery agalnst written off loan 6214 514,721
Prowision for diminution in the value of investments - net 10.14 - (20,308}
Impairment in the value of investment 10.11.1 (76,879 (22,093}
Bad debts written off directly 1156 . MJE-H _ (3,389)
(633.475) 580489
Met mark-up { interast income after provisions 1,526,281 2482717
NON MARK-UP [/ INTEREST INCOME
Fee, commission and brokerage imcome [ 593,4&4 ' ":'I:If,].r.-.}‘-‘_?
Dividend incomse 63,401 53,767
Income frorm dealing In forelgn currencias 219,589 209,941
Gain on sale of securities - net s 169,917 84351
Unrealized {lass) £ gain on revaluation of investments - held-for-trading 10,1 11437 50,346
Oither incame 77 | 279,810 | 165,804
Total non-mark-up | interest income __1,324,580 1,064,566
2,850.861 3,547,383
MON MARK-UP / INTEREST EXPENSES
Administrative expenses ] _m,iu?,_ﬁ:-' ' i_4_._1'i'375-5-9-}'
Other reversal / (provision) / {write offs) - net g 112,449 148,500
ther charges 30 L (83461 L (11,593)
Total non-mark-up / interest expenses _ 4,378,939) _ {4.076,852}
(1.528,078) (529,269}
Extra ordinary / unusual items - -
LOSS BEFORE TAXATION (1,528,078 (529.269)
laxation - Current - - |
- Prior = 92321
- Daferred | 37,516 92676
31 ___3N1316 184,938
LOSS AFTER TAXATION 1,156,562} _ (344371}
Rupees
Loss per share - Basic and Diluted 3z (0.43) (0,13}

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

_.74;1.-”;:_,-;::'_ Mm _L«M"ﬂ ‘;}:,%74#{'*;{ = : k-)__ A

Armat Tarin Munnawar Hamid, OBE Tarig Igbal Khan Humayun Bashir
President & CEO Chairman Chirector Diresctar

SILKBANK >
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Statement of Comprehensive Income
for the year ended December 31, 2013

December 31, Decamber 31,
2013 2012
(Restated)
Mota Rupees In'000
Loss after taxation (1,156,562) (344,271)
Other comprehensive income
iterns that will not be reclassified to profit and loss account
Rermeasurement of defined banafit plan - nat of tax 35.1.2 1_{.55"2"' 17.923 '
Related deferred tax {4,008 {6,273)
4.1.2 7444 11,650
Comprehensive income transferred to equity (1,749,118) (332.621)
Components of comprehensive incoma not reflected in equity
Surplus on revaluation of assets - net 381,348 B4 248
Deferred tax liability on revaluation of assets _ {133471)) {45,863)
297,877 37,385

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

W S T At SN A

Azmat Tarin Munnawar Hamid, OBE Tarig Igbal Khan Humayun Bashir
Prasident & CEQ Chairman Drirector Chirectar




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

Share Discounton | *Statutory | Convertible | Accumulated Total
Capital {ssue of Equity
Shares
Nota Rupees in 000
Balanca as at January 07,201 2 as previously reported 26,716,048 [13,284.674) 139013 18.054519) 5,515,868
effect of change in accouniing policy &£1.2 - - - - T2 7T
Balance as at January 01, 2012 - Restated 25716043 [13,284.674) 139013 {3,047 245) 5523142
Total comprahensive income for the year 2012
l.oss after tax for the year ended December 31, 2012 - - - - [Fad 277) (344 37 II
Other comprehensive Incorme - Rectated 412 11.650 11850
Total comprehensive income for the year 2072 - - - - [332521) (332621
Transfer from surpius on revaluabon of fixed ascets
an account of incremental deoreciation - net of tax .3 : - - : 3720 ial
Transfer fram surpius on revaluatson of fived assets on
account of dispasal of assels - - - - 18444 18 444
Transfer to statutory reserve s 23,748 [Z3,745) —=.1]
A ?3. ']'ﬁl;l - i I:?_‘-E'E‘:' ?'r]r: E_q
Balance as at Ducambar 31, 2012 - Restated 26716048  (13.284.674) 162762 {3.3E7,451) 5213685
Total comprehensive income for the year 2013
Loss after tax for tha year ended Decemiber 31, 2013 (1,156,562}  [1,156562)
Cther comprehensive income : : » 7 A4 7444
Total comprehensive incame for the year 2013 - (1,743,118} (1,148,118
Transfer from surpius onrevaluaton of fixed assets
an acoount of incremiental depreciation - nat of tax 213 - - 3720 3720
Convertible preference shares issued pitl 2,200,600 £ L200.000 |
2,200,000 3,720 2,203,720
Balance as at Decernber 31, 2013 26716048 (13264674 162,762 2,200,000 {59,526,849) 6267287

® Statutody reserved feprasant arsount set aside a8 per requiraments of saction 21 of the Banking Companies Ordinance, 1962,

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

Armat Tarin Munnawar Hamid, OBE Tarig Igbal Khan Humayun Bashir
President & CEO Chairman Ciirector Diresctar
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Cash Flow Statement
for the year ended December 31, 2013

December 31, Decamber 21,
2013 2012
Mote Rupesas in '000
CASH FLOWS FROM OPERATIMNG ACTIVITIES
Loss boefore taxation (1,528,078) (529,2649)
Less : Dividend Incoma (63.401) (53,767)
[1,591,479) (583,036)
Adjustments for non-cash items
Depreciation 122 407,075 | 387,419|
Amortization of intangible assets 123 85499 75,683
Amortization of premium on investment 16305 | 81,135
Provision / (Reversal) against non-performing loans and advances - net 113 420,346 | (158,479
Provision against consumer financing - net 113 142,041 46,521
Frovision for disminution inthe value of investrment 1014 - 20,308
Impairment in the value of investment 76,879 12,093
Unrealized [gain) / loss on revaluation of investments - held-for-trading 10. 1431 (50,346),
Other reversals 9 (112.449)| (148.500)
Gain on sale of operating fixed assets 27 (56278} (22,884}
980,851 253351
610,628 (32%,685)
Decrease [ (Increase) in oparating assets
Lendings to financial institutions 5,155,564 (2561,630)
Met investments in held-for-trading securties (994,643) | 11,812,535)
Advances (5,083,185)| 532622
Other assets (excluding advance taxation) 7611 §1,285,256)
{534,653) {4,728,789)
Decrease in operating liabllities
Bills payable | 768851 [ 259,003
Barrowings 5,194 {6,40:4.905)
Depasits 383,005 4,978,539
Crther lizkbilities 260,293 | __[152,638)|
1417,343 (1,275,905)
172,062 6,336,383)
Income tax pald (100,578) (92.953)
Met cash flows from operating activities 171,484 16,429,336)

_-#wm Ffﬁ: ;&Wm —Lw._'ﬂﬂ t’_”-\’%}%f"ﬁi ‘kﬁ__ s Pl

Azmat Tarin Munnavwrar Hamid, OBE Tarig Igbal Khan Humayun Bashir
President & CEQ Chalrman Director Directoi




Cash Flow Statement

for the year ended December 31, 2013

Decamber 31, Ceeamber 31,
2013 2012
{Restated)
Mote Rupees in "000

CASH FLOWS FROM INVESTING ACTIVITIES
Met imvestmient in avallable-far-sale securities (833,263} 2922125 :
Met investment in held-to-maturity securities - | 3,387,57
Dividend recaived 61,546 | 54 SHE
Investments in cperating fixed assets - net (257,338)| 462,502
Procesds on disposal of operating fed assets 12.5 152,879 | 110,061 |
Met cash flows from investing activities (876,176) 5,991,443
CASH FLOWS FROM FINANCING ACTIVITIES
Issuance of convertible preference sharoes 2,200,000
Met cash flows from financing activities 2,200,000 -
Increase | (Decrease) in cash and cash equivalents 1,495,308 (437 B3]
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 33 5587 879 4,092,571

The annexed notas 1 to45 and Annexure | and Il form an integral part of these finandal staterments.
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Azmat Tarin Munnawar Hamid, OBE Tariq Igbal Khan Humayun Bashir
President & CEC Chairman DHrector Director
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Notes to the Financial Statements
for the year ended December 31, 2013

1.1

1.2

1.3

2.2

STATUS AND NATURE OF BUSINESS

Silkbank Limited {"the Bank") was Incorporated in Pakistan on April 04, 1994 a3 a public limited company undear the Companlies
Ordinance, 1584, The Bank commenced commercial operations on May 07, 1935, The Bank’s shares are quoted on all the Stock
Ewchanoas in Pakistan, The Bank 2 engaged in banking services as described in the Banking Companies Ordinance, 1962, The Bank
ocperates through 88 branches (3012: 85 branches) includmg 10 (2012: 7) Islamic banking branches in Pakistan with the registered
office located at Silkbank Building; L | Chundrigar Road, Karachi, The short term and long term credit rating of the Bank rated by
JCRAAS Credit Rating Company Limited in July 2013 5 'A-2' and "A-' respectively,

lajority shareholding (82.406%) in the Bank as on December 31, 2013 i5 held by a consortivm comprising of International Finance
Corporation (IFC), Momura European Investment Limited, Bank Muscat 5.A.0.G and executives of the Sinthos Capital 8dvisars Limited,
A5 g result of possible conversion of convertible preference shares (as described below and in note 200 and unsubsanbed nights
issue, the majority sharehalding in the Bank may change at the time of canversian af preference shares to ordinary shares and / ar
subscription of right shares,

The State Bank of Pakistan (5BP) vide BSD Circular No. 7 dated april 15, 200% set the Minimum Capital Requirament [MCR) for Banks
of Rs, 10 billion (net of losses) to be achievad by December 31, 2013, The Banks are also required to maintain a Capital Adequacy
Ratio (CAR) of at least 10% of the risk welghted assets of the Bank, The capital of the Bank (net of losses and discount on shares) as
of Decembier 31, 2013 amounted ta Rs. 3.9 biflion excluding general reserves of Rs.163 million and convertible preference share of
Rs.2.32 billion. The shordfall at year end amounted to As. 6.1 bilkon. The Bank had issuad right shares at 3 discount in 2010 to generate
net capital of Rs, 7 billion, however, the right issue had partly remainad unsubscribed and at present the Bank has unpaid rights of
Rs. 2.572 billion

In order to meet the above shertfall and Improve the finandal conditien of the Bank, the Bank and Spensors of the Bank have taken
the following steps:

Issuance of Convertible Preference Shares

In March 2013, the Bank issued 880 mullion Convertible Preference Shares (CPS) amounting to Rs. 2.2 tillon subject to condifions
as fully disclosed in note 20 to the financial statements, 58P vide its letter No, BERD/CS/2900/1 3 dated March 13, 2013 has allowed
the Bank to treat CP5 asTler-1 capltal for CAR purpose only, As a result of this Issuance, the Banl's crédit rating and TAR has impraved.
Secunties and Exchange Commission of Pakistan (SECP) has also granted the Bank a three yaar extension for subscription of the
nights, in line with the tenor of the Convertible Preference Shares.

Financial Projections

The Bank has prepared five years financial projections for the purpose of setting future course of achen. These prejections envisaged
additional capital injection through equity and sub-ordinated debt into the Bank and reflect future profitable sperations based on
varlous core assumptions such as the sale of non-banking assets acquired in satisfaction of claims, Musharaka transactions, growth
of deposits and consumer advances, investment roturns, future loan losses, interest rates, cost of funds et

Relaxation by State Bank of Pakistan (SBP)

The SEP has granted extension to the Bank in comphying with MCR and CAR requirements until December 21, 2013 wide their letter
Mo, BPAD / C5 /2900 / 13 dated March 13, 2013. The Bank vide letter No. C5-375 has reguested 58P for further extension of relaxation
toe meet the CAR and MCR reguirements till March 31, 2014 and June 30, 2014 respectively, Management is confident that approphiate
extension ./ approval In meeting the aforementioned requirernents In MCR and CAR will Be received shortly from SBP,

Based on above, the Bank's managEmeEnt and the Board have made an assessment and are satisfied that the Bank has adequate
resources to continue its business in the foreseeable future and therefars, have prepared thesa financial statements on a going
concern basis. In making such assessments, the Board has taken into account matenzl uncertaimties with respect to-events ar
conditians that may impact the recapitalisation plan of the Bank and conseguenthy, its sustainability in the future.

BEASIS OF PRESENTATION

In aceordance with the directives of the Fedeval Government regarding the shifting of the banking systemn to Islamic modes, the
State Bank of Pakistan (5BP) has issued various circulars from time to time. Parmissible forms of trade-related modas of financng
Include purchase of goods by bank from their customers and immediate resale to them at appropriate mancupin price on defarred
payment basis. The purchases and sales arising under these arrangements are not reflected in these financial statements as
such but are restricted to the amount of facility actually ublized and the approprate partion of mark-up theraon,

These financial statemants have been prepared in Pakistani Rupee which is the reperting and functional currency.




Notes to the Financial Statements

for the year ended December 31, 2013

23 The financial rasults of the slamic Banking branches have bean consalidated in these financial statamants for reporting purposes,
afrer eliminating materal inter-branch transactions / balances, Koy financal figures of the Islamic Banking branches are disclosed
in Annexure Il te these financial statements,

3 STATEMENT OF COMPLIANCE

These financial statements have been prepared in accordanca with approved accounting standards as applicable in Pakistan, Approved
Accounting Standards comprise of such International Financial Reporting Stendards (IFRS! 1ssued by Intermational Accounting
Standards Board {IASE) and kslamic Financial Accounting Standards {IFAS] issued by the Institute of Chartered Accountants of Pakistan
(ICAPY as notified under the Companies Ordinance, 1984, the Banking Companies Ordinance, 1962 and the provisions of and directives
issueid by the State Bank of Pakistan (S6P) and Securities and Exchangs Commission of Pakistan (SECP). In case requirements differ,
the provisions of Companies Ordinance, 1284, Banking Companies Ordinance, 1962 or the requirement of said directives shall prevail,

The State Bank of Pakistan has deferred the apphcability of International Accounting Standard (1A5) 35, 'Financial Instruments:
Recogrition and Measursment’ and 145 40, 'Investment Proparty’ for Banking Companies through BSD Circular Mo, 10 dated August
26, 2902, The Securities and Exchange Commussion of Pakistan (5ECP) has deferred applicability of IFRS-7 "Financial [nstruments:
Disclosuras” on banks through 5.8.0 41101} /2008 dated April 28, 2008, Accordinaly, the requirements of these standards have not
been considered in the preparation of theze finanoal statements. However, investments have been classified and valued in accordance
Wwith the requirements prescrined by the State Bank of Pakistan through various cinoulars.

|FRS 8, 'Operating Segments’ s effective for the Bank's socounting period beginning on or after January 1, 2009, All banking companies
in Pakistan are required to prepare their annual financial statements in ine with the format prescribed under B50 Circular Mo, 4 dated
February 17, 2006, 'Revised Forms of Annual Financial Statements, effective from the accounting year ended December 31, 20086.
The management of the Bank believes that as the 56P has defined the segment categorisatian in the above mentioned circular, the
5BPF requirements prevail over the requirerments specified in IFRS 8. Accordingly, segment information disclosed in these financial
statements is based an the requirements laid down by the 5tate Bank of Pakistan.

4 STANDARDS, AMENDMENTS AND INTERPRETATIONS OF APPROVED ACCOUNTING STANDARDS
4.1 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 or after January
1, 2013, However, these are either not relevant to the Bank's ocperations or are not expected to have significant impact on the Bank's
financial statemeants other than certaim additional disclosures,

- Amendments to 145 1 - Fresentation of Finanoial Statements — Clanfication of Requirerments for Comparative information,

- Amendments to 145 16 - Property, Plant and Equipment - Classification of servicing equigment.

- Amendments to 145 32 - Financial Instruments: Presentation - Tax effects of distributions to holders of an equity instrument, and
transaction costs of an equity transaction.

- Amendments to 1A5 34 - Intenm Fiancial Reporting - Intenm reporting of segment information for total assets and total linhilities.

- IFRIC 20 - 5tnipping Costs in the Production Phase of a Surface Mine,

In addition to above, following amendments to following standards are also effective fram accounting penod beginning on or after
Janwary 01, 2013 that have an impact on the Bank's financial statements for the year as discussed in the ensuing paragraphs. These
changes are considered as change in accounting policy.

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

The amendments to 145 1 changs the grouping of items presented in other comprebensive income ([OC1). ltems that could be
reclassified (or recycled) to profit or loss a1 a future point In Hme (for example, net gains on hedges of net investmeants, exchange
differences on tranzlation of foreign operations, net movements on cash flow hedges and net losses or gains an available-for-sale
financial assets) would be presented separately frem tems that wall never be reclassified {for example, actuarnal gams and losses an
defined benefit plans). Income tax an items of other comprehensive income is required to be allocated on the same basis, 1.e, the
amendments do not change the ophon to presant items of other comprehensive income either before tax or net of tax, The
amendments require retrospective application, The Bank has modified the presentation of the item of OClin its Statement of
Comprehensive Income,

4132 1AS 19 - Employes Banefits (as revised in 2071)

The Bank has applled 14519 Employes Bernefits and the related conzequential amendments for the first time. 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 recognition-of changes in defined benefit obligations
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for the year ended December 31, 2013

4.2

and in the fair yalue of plan assets when they accur, and hence eliminate the ‘coridor approach’ permitted under the previous
varsion of 1AS 19 and accelerate the recagnition of past senvice costs, All actuarial gains and lossas ara recognised immediataly
thraugh Other Cornprehensive Income in order for the net pension asset or liability recognised in the statement of financial pasition
1o reflect the full value of plan deficit or surplus, Furthermors, the interest cost and expected return on plan assets used in the
previous version of |AS 19 are replaced with a ‘'net interest amount, which is calculated by applying the discount rate to the net
defined benafit liability or asset. These changes have an impact on the amounts recagnised in profit or loss and other comprehensive
Income in prior years. In-addition, |45 12 introduces certain changes in the presentation of the defined bencfit cost including more
extensivie disclosures.

Specific transitional provisions are applicable to first-time application of 145 19, The Bank has applied the relevant transitional
provisions and restated the comparatives on the refrospective basls in accordance with [AS B Accounting Policies, Changes In
Accaunting Estimates and Errors. The Banic has not presented third year statement of financial position due to abeve changes as
the impact on third year is iImmaterial, Tha Effect of retrospective application of change in accaunting policy is as follaws:

As at December 31, 2012 As at December 31,2011
As previously  Adjust- As MAs previously  Adjust- Ais
Reportad ment Rastatad Reported ment Restated
Rupees in '000 Rupess in 000
Effect on statement of financial position

Orther assets 9,318,620 29,113 9347733 7,229,763 11,190 7240953
Decrease in deforved tax assot 3,615,231 (10,190} 3505041 3565417 (3,997 3565500
Aceumulated loss (8,400,375) 18,924 (2,381,451) (2054519 774 [A047.745)
Year ended Year cnded
December December

31,2013 31,2012

Rupees In '000

Effects on statement of comprehensive income
Actuarial gamns reclassified to other comprehensive income - net of tax 7444 11,650

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

The fallowing standards, amendments and interprétations of approved accounting standards are effective for accounting periods
beginning on or after January 01, 2014, However, these are either not relevant to the Bank's operations or are not expected 1o have
significant impact on the Bank's financial statements other than certain additional disclosures.

Amendrments to 45 32 Financial Instruments: Presentation - Offsetting financial assets and financial liabilities
145 36 Impainment of Lssets - Recoverable Amaount Disclosures for Mon-Financial £5sets

IFAS 3 - Prafit and Loss Sharing an Depasits

IFRIC 21 - Levies

Other than the aforesaid standards, interpretations and amendments, the International Accounting Standards Board (1858} has also
issued the following standards which have not been adopted locally by the Securities and Exchange Compmission of Pakistan:

IFRS 1 - First Time Adeption of International Financial Reperting Standards

IFRS 9 — Financial Instruments

IFRS 19—~ Consolidated Financial Statemants

IFRS 11 - Joint Arrangements

IFRS 12 — Disclosure of Interasts in Other Entities

IFRS 13 - Falr Value Measurement

|AS 27 (Revised 2011) - Separate Financial Statements due to non-adoption of IFRS 10 and IFRS 11

1AS 28 (Revised 20117) - Investments in Asseciates and Joint Ventures due to non- adoption of IFRS 10 and IFR5 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 denvative financial instruments hava been marked to market and are carried at
fair value.

5.1 Use of critical accounting astimates and judgmants

The preparation of financial statements in conformity with approved accounting standards requires management ta make
judgrments, estimates and assumptions that affect the application of policies and reported amounts of assets, liabilities, Income and
expenies, The estimates and associated assumptions are based en histonical experence and various other factors that are beleved
to be reasonable under the circumstances, the result of which form the basis of making the judgments sbout carmying values of
assets and llabilities that are not readily apparent from other sources, Actual results may differ from these estimates, The estimates
and underlying assumptions are reviewed onan ongoing basis.

Revisions to accounting estmates are recognized in the penod in which the estimate 15 revised if the revision affects only that
period or in the period of the revisian and future periods if the revision affects both current and future periods.

The areas whore various assurnptions and estirmates are significant to the Bank's financial statements or where judgment was exercised
in application of accounting policies are as follows:

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

The Bank reviews its loan portfollo and debt securities classified as imvestments to assess the amount of non-performing foans and
advances and debt secunties and provision required there-against on regufar basis, While assessing this requirement, vanious factors
including the delinguency in the account, financial positian of the borrower, the forcad sale value of securities and requirements of
the Prudential Regulations are considered. For portfolic impairment provision on consumer advances, the Bank follows the general
provision requirerent set outin Prudential Regulations issued by the State Bank of Pakistan.

5.12 Fair value of darivatives

The fair value of derivatives which are not guated in active markets are determined by using valuation techaiques. The valuation
techmgues take into sccount the relevant interast rates in-effect at the reporting date and the ratas contracted,

513 Classification of investments
Im classifying Investmeants the Bank follows the guidance provided In SBP dirculars:

- Investments classified as 'held for trading’, are secunities which are acquired with an intention ta trade by talong advantage of
short term mavket [ interest rateé movements and are ta be sald within 90 days of acquisihon.
Investrments classified as 'held to maturity' are non-derivative financal assets with fixed or determinable payments and fixed
maturity, In making this judgment, the Bank evaluates its intention and ability to hold such investment to matunty.

- Theinvestrnents which are not classified as 'held for trading' or 'held to maturity’ are classified as "available for sale!

5.1.4 Impairment of 'available-for-sale' equity imvestments

The Bank determines that 'available-for-sale’ equity Investments are impaired when there has been a significant or prolonged decline
in the fair value below its cost. The determination of what s significant or prolonged requires judgment, In making this judgment,
the Bank evaluates amang other factors, the normal volatilmty in share price. In addition, the impairment may be appropriate when
there is an evidence of deterioration in the financial health of the invested industry and sector performance, changes in technology
and operational/finanoal cash fows.

515 Staff retirement benefits

The liabllity of the defined benefit plan (gratuity! 15 determined using actuarial advice using the Projected Unit Credit Method. The
actuanal valuation invalves making assumptions about discount rates, expected rates of returns on assets and future salary increases,
which have been disclased in note 35, Actuarial assumptions are antity's best astimates of the vanablas that will determine the
ultimate cost of providing post-employment benefits. Changes in these assumptions in future years may affect the liability / asset
under the plan in those years.
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5.1.6

5.1.7

6.1

6.2

6.2.1

6.2.2

6.2.3

6.2.4

6.3

Incomaea taxes

I making the estimates for income taxes currently payable by the Bank, the manzgement loaks at the current income tax law
and the decislons of appaliate autherities on certain issuos In the past, For recovery of deferrad tax asset recognized on unused
tax losses, the management projects and deterrine future taxable profit that are prohable and will be available against which these
unused tax losses can beutllized.

Depraciation, amortization and revaluation of operating fixed assets

In raking estirates of the depreciation /amortization method, management uses the method which reflects the pattern in which
economic benefits are expected 1o be consumed by the Bank. The method applied is reviewed at each finanoal year end and if there
is & change In the expected pattern of consumption of the future economic benefits embodied in the assets, the method 15 changed
ta reflect the change in patern. Such change is accounted for as change in accounting estimates in accordance with International
Accounting Standard - 8, "Accounting Pelicies, Changes in Accounting Estimates and Errors”. Further, the Bank estimates the revalued
amount of land and building on a regular basis. The estimates are based on valuations carried out by independent professional
valuers under the market conditians,

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted in the preparation of these finandal statements are consistent with those applied in the prepamtion
of the financial statements of the Bank for the year ended Decamber 31, 2012 except as stated |n note 4.1 Significant accounting
palicies are enumerated as follows:

Cash and cash equivalents

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

Lendings to / borrowings from financial institutions

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

Sale under repurchase obligations

securnties sold subject to 3 re-purchase agreement (repo) are retained in the financial statements as mvestments and the counter
party liability is included in borrowings from financial institutions. The differential in sale and re-purchase value is accrued aver the
period of the agreement and recorded as an exponse

Purchase under resale abligations

securitizs purchased under agraament to resell (revarse repa) are included in lendings 1o financal instwutions. The differantial
between the contracted price and resale price 15 amortized over the period of the agreement and recordad as income.

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

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

Other borrowings

Other borrowings including barmowings from 5BF are recorded at proceeds recenved. Mark-up expense on such borrowings is charged
to the profit and loss account an time proportion basis using effective interest method.

Trade and settlement date accounting

All "regular way" purchases and sales of financial assets are recognized on the trade date, i.e. the date that the Bank commits to
purchase or sell the asset. Regular way purchases or sales are purchases or sales of finanoal assets that require delivery of assets
within the time frarme generally established by regulations or conventians in the market place.
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6.4 Investmeants

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

These are securities, which are sithar acquired for generating a profit from shart-term fluctuations in market prices, interost rate
movemeants, dealer’s margin or aré securties included in a portfolio In which a patiern of shart-term profit making exists,

b) Held-to-maturity

These are securities with fived or determinable payments and fixed matunty in respact of which the Bank has the positive intent and
alrlity to hold to maturity,

g} Available-for-sale
These are [nvestments, other than those in associatas that do not fall under the "held-for-trading” or "held-to-maturity” categaries

6.4.1 Initial measurement
Investments are initially recogrized at acquisition cost, which in the case of investrnent other than "held for trading’, includes
transaction cost associated with the Investment.

6.4.2 Subsequent measurement
Held-for-trading

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

Held-to-maturity

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

Available-for-sals

Cuoted-secunties classified as available-for-sale investments are measured at subseguent reporting dates at far value. Any surplus
[/ deficit ansing thereon |5 keptin a separale account shown in the statement of financlal pesitien below equity and taken 1o the
profit and loss account when actually realized upon dispasal or when the investment is considered ta be mpairad.

Unguoted eguity securities are valued at the lower of cost and break-up value: 5ubseguent increases or decreases in the camying
vitlue are credited or charged to profit and loss account. The break-up value of these equity secunties s calculated with reference
to the net assets of the investee company as per the [atest avallable audited financial statements. Investments in other unguoted
securities are valued at cost less impairment losses.

6.4.3 Investment in associates

|rvestmenit in associates inwhich the bank has significant influence, but not control, over the financial and operating policies are
accounted for using the equity method,

Companies where there are commen directors but the Bank dees not have significant influence are accounted for as erdinary
Investments.

6.4.4 Profit and loss on sale of investments 1s included in income currenthy.

6.4.5 Pravision for diminution in the values of securities (except participation term certificates and term finance certificates) is made after
considenng impairment, ifany, in their value. impairment 1= recognized when thera 15 an ohjective evidence of sigmificant and prolong
dedline 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 issued by the State Bank of Pakistan,

6.5 Advancas

Advances are stated net of specific 2nd general provisions. Specific and gencral pravision against advances is determined ontha
basis of Prudential Regulations and ather directives issued by the 5BP and charged to the profit and foss account. General provisien
is maintained at 1.5% of the fully secured consumer portfolio, and 5% of the unsecured consumer portfolie, Advances are written-
off when there are no réalistic prospects of recovery.
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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

Funds disbursed for purchase of goods are recorded as ‘Advance for Murabaha® On culmination of murabaha, L., sale of goods 1o
customers, murabaha financings are recorded at the deferrad sale price net of profit, Goods that have been purchased but remainead
unzold ars recorded as inventories. Profit Is recorded at the time of sale of goods under murabaha as deferved income and is Included
in the amount of murabaha financing, Profit 1= taken to the profit and loss account over the penod of the murabaha,

Musharaka

This is a partnership whereby twa or miore persans commingle sither their money or work or obligations to earn a profit or 2 yicld
or appreciation in value according te a mutually agreed profit sharing formula and to share the loss, if any, according to their
proportonate shares in the Musharaka, One or rmore partneris) may be assigned the responsibility of management of the Musharaka,
against a higher share in the profits,

Operating fixed assets
Property and equipment
Owned assets

An item of property and equipment is inthally recognized at cost which is equal to the fair value of consideration paid at the time
of acquisition or construction of the asset.

Measurement subsequent to initial recognition

Property and equipment other than land and buildings are stated at cost less accumutated depreciation and scoumulated mpalmment
lasses (if any). Cost Includes expenditure that is directly attributable to the acquisition of fixed assets,

Land is stated at its revalued amount whereas bulldings are stated at revalued amount less accumulated depreciation and accumulated
Impairmant losses (Fany),

Subsequent casts are included in the asset’s carrying amount or recognized as a separate asset, as appropnate, only whan it is
probable that Tuture economic benefits associated with the ftem will flow to the Bank and the cost ¢f the Hem can be measured
rafiably. Maintenance and novmal repairs are charged to income as and when incurred. Major renewals and Improvements are
capitalized and the assets so replaced, IFany, are retired,

Surplus arising on revaluation is credited to the surplus on revaluation of fixed assets account, Deficit ansing on subsequent
revaluation of fixed assets is adjusted against the balance in the above-mentionad surplus account as allowed under the provisions
of the Companias Ordinance, 1584, The surplus an revaluation of fixed assets to the extent of incremental depreciation charged en
the related assets is transferred to aguity.

Gains or losses on disposal of assets are taken to income curmeantly, cocept that the related surplus.on revaluation of fmoed asset (net
of deferred tax) is transferred directly to unappropriated profit / accumulated loss,

Dapraciation

Depreciation is computad over the useful lives of the related assets under the straight line method. Depreciation on additions and
deletions during the year is charged for the proportionete period with respect ta number of manths during which the assets rermained
in use. Same basis and estimates for depreciation are applied 1o 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

Capital wark-in-progress |5 stated at cost [ess accumulated impairment losses (if any), Caprial work-in-progress is transferred to
relevant category of property and equipment as and when the assets become available for wse,

Intangible assets

Theza Include computer software and are recordad initlally at cost and subsequently carried at cost less any accumulated amortization
and accumulated Impairment losses, (Tany,

Thése are amortized over their finite useful lives and amortization is charged to income using the straight line method. Amortization
Is charged from the month of acquisition. The useful lives and amaortization method are reviewed and adjusted, if appropriate, at
each reperting cate,

Costs associated with malntaining computer software are recognized as an expenss when incurrecd.
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6.7 Income tax

Income tax expense compnses of current and deferred tax. Income tax expense is recagnized in the profit and loss account except
to the extent that It refates to items recognized directly in eguity, in which case it is recognized In eguity.

6.7.1 Current

Prowision for current taxation is based on taxahle income for the year determined in accordance with the prevailing laws for taxation
an income earmad, The charge for the current tax is calculated wsing prevailing tax rates or tax rates expected to apply 1o the profits
for the year at enactad tax rates. The charge for the current tax also includes adjustments, where considered necsssary relating to
prior years; ansing from assessments made during the year for such years.

6.7.2 Deferred

Deferred tax is recognized using the balance sheet liability method on all major termporary differences between the amounts attributed
to assets and habilities for financial reparting purposes and amounts used Tor 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 penod when the
diffarences reverse, based on tax rates that have boen enacted or substantively enacted at the date of statament of financial position,

A deferred tax asset 1= recognized only 10 the extent that it Is probable that future xable profite will be available against which the
asset can be unllzed. Deferred tax assets are reduced to the extent that it Is no lenger probalbile that the related tax bencfit will ba
realized,

The Bank also recognizes deferred tax asset / llabllity on deficit / surplus on revaluation of fixed assets and secunties which s
adjusted against the relatad deficit / surplus in accordance with the requirements of the International Focounting Standard (1A5]
12 "Income Taxes”

6.8 Impairment of non-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 i5 an Indication that those assets have suffered an impairment [oss, IF any such Indication axists, the recoverablz
amount of the assets 15 estimated in order 1o deternune the extent of the impairment loss, if any. Recoverable amount 15 the greater
of net selling price and value in use, Whenever the recoverable amount of an asset is astimated to be less than its carrying
amount, the carrying amount of the asset is reduced to its recoverable amount and an impairment loss is recognized as an expense
immediately.

6.9 Provisions

Provisions are recognized when the Bank has a legal or constructive obligation as a result of past events and it is probahle that an
cutflow of resources will be reguined to settle the obligation and a reliable cstimate of the amount can be made, Provisions are
reviewed at 2ach reporting date and are adjusted to reflect the current best estimates,

Provisien against identified non-funded losses 1s recognized when identified and reasonable certainty exsts for the Bank to settle
the obligation, The loss is charged to profit and loss acoount net-off expected recovery and is classified under other labilities.

6.10 Staff retirement benefits
6.10.1 Defined contribution plan

The Bank operates an approved funded provident fund scheme fer all its permanent employees. Equal monthly contributions are
made, both by the Bank and its employess, to the fund at the rate of 8 33% of basic salaries of employess.

6.10.2 Deafined benefit plan

The Bank operaies an approved gratuity scheme for all its reguiar employees. Beginning from January 01, 2005, the entitiement of
the emplayees starts on completion of five years with the Bank. Projected Unit Credit Acturial Cost Method has been used for actuarial
valuation,

Re-measurameant campanant, which 15 the net of actuarial gains and logsas, 15 immediataly recognized in other comprehansive
income, whereas, service costs and net interest income/expense are charged to profit and loss account.
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6.13

6.15

6.16
6.16.1

6.16.2

617

6.17.1

Revenue recognition

Wlark-up/ return on advances and return on investments are recognized on acerual basis that takes in account effective wield on the
asset except in case of loans and advances classified under the Prudential Regulations issued by the 5BP on which mark-up i3
recognized on recaipt basis. Interest/ mark-up on rescheduled / restructured loans and advances and Investments Is recognized in
accordance with the directives of SEP.

Profit on sukuk s recognised on accrual basis,

Fee, brokerage and commissian income 1s recagnized on accrual basis,

Dividend income is recognized when the rght o receive the dividend s established.

Gain [/ loss on sale of iInvestments is credited / charged to profit and loss account currently.
Murabaha

Murabaha tranzactions are reflected as receivable ot the inveiced amount. However, the profit on that sale rovenue not due for
payment is defarred by recording a eredit to the "Deferred Profit Murabaha placement” account.

ljara
In [jara the bank provides the assets on pre-agreed rentals for specific tenures to the customers
Musharaka

NMusharaka is a form of partnership in business with distribution of profit in agreed ratio and distribution of loss in the ratio of capital
invested.

MNon-Banking Assets acquired in satisfaction of claims (QREQ)

At the tme of loan settiement non-banking assets are recognized at lowest market value {including transfer charges). The market
valueis determined after obtaining three valuations from the professional valuers inclucded in the approved panel of Pakistan Banking
Association (PEAL.

Provision against nen performing loans and suspended markup income |s reversed on acquisition of non-banking assets to the
exient of recoverias made, Further, recoveriesagainst previously written off loans through ORED are recagnised 35 income in tha
profit and Ioss account.

Subseguent to inftial recognition, these are stated at lower of the carmmying value or current fair value / agreed price of such assets.
Gainz and [osses on disposal of non banking assets are recognised in the profit and loss account at the transaction dato.

Faraign currencies

Foreign currency transactions

Transactions in foreign currencies are translated to Rupaes at the foreign exchange rates ruling on the transaction date, Maonetary
assets and liabulities in forogn currencies are expressed in Bupee terms at the rates of exchange ruling on the reporting date, Forward
foreign axchanage contracts and foreign bills purchased are valued at forward ratzs applicable to their respective maturitias. Non-
monatary assets and labilities are translated using exchange rates that easted whon the values were deterrined

Translation gains and losses are included inincome currantly.
Commitments

Commitmeants for outstanding forward foreign exchange contracts disclosad in these financial statements are translated at forward
rates applicable to ther respective maturities, Contingent lahilities / commitments for letters of credit and letters of guarantes
denominated in foreign currencies are expressed in Aupee terms at the rates of exchange ruling at the date of the statement of
financial position.

Financlal instrumant

Financial assets and liahilities

Financial instruments carned on the statement of financial position include cash and bank balances with treasury banks, balances
with other banks, lendings to financial institutions, investments (excluding investment in associate), advances, certain other assets,
borrowings from
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financial institutions, deposits, bills payable, and other liabilities. The particular recognition methods adopted for significant financial
aszets and financal habiities are disclosed in the individual policy statements assocated with them.

6.17.2 Derivative financial instruments

Derivative financal instruments are mitially recogmized at fair value on the date on which the dervabive contract is entered into and
are subsequently re-measured at fair value using valuation technigues, All denvative financial instruments are carred as assets when
falr value is positive and habilities when fair value Is negatrve, Any change In the fair value of denvative financlal instruments |5 taken
to profit and loss account,

6.18 Off-setting

Financial assets and financial liahilities are set-off and the net amount s reportad in the financial statements when thare is lzgally
enforceable right to set-off and the Bank intends either to settle on a net basis or torealize the assat and to settle the hahilities
simuitansously,

6.19 Segment reporting

A sagment is a distinguishable component of the Bank that is engaged either in providing products or services [business segrent),
ar in providing products or services within a particulzr ecanomic environment (geographical segment), which is subject 1a risks and
rewards that are different from those of the other segments. Segment information s presented as per the Bank's functional structure
and guidance of the SBP, Following are the main business segments of the Bank:

6.19.1 Business segments
Wholesale Banking

Ceposits, trade and other lending activities for corporates and fimancial instrtutions. It alsa includes the averall managemeant of
treasury of the Bank which entails management of liguidity and interest rate nisk of the bank.

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

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

6.19.2 Geographical segment
The Bank conducts all its operations in Pakistan.
6.20 Fiduciary assets

Assers held in fiduciary capacity are not treatad as assets of the Bank in the statement of financial position,
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2.1

9.2
9.3

9.3.1

232

December 31, December 31,
2013 2012
Note Rupees in '"000
CASH AND BALANCES WITH TREASURY BANKS
In hand
Lacal curmency B90.875 660,754
I-grr—:qgn Ccurrenclies M 351.810
Mational prize boncls 2033 2311
With State Bank of Pakistan (SEP) in 71
Local cumency cumment account 2418403 1824435
Foreign currency - cument account 402,812 281,724
deposit accolint 1165017 784737
With National Bank of Pakistan (NBP) in
Local currency - current account 60,060 60,807
5,361,695 4,006,569
Deposits with SBP are maintained to comply with the statutory reguirements of 5BP issued from time to time.
BALANCES WITH OTHER BANKS
In Pakistan
On Current accounts 37,058 25,384
Outside Pakistan
O Current accounts 189,126 ala18
226,184 #5002
LENDINGS TO FINANCIAL INSTITUTIONS
Call money lendings 97 - 200,000
Repurchase agreement lendings (Reverse repa) 93 446,859 54072433
446,859 5,602,423
PARTICULARS OF LENDING =
In local currency 446859 5602423
In foreign currencies - .
446,859 T 5602473
Mhese carry mark-up rates Bil (2072; 9.50% per annum}.
Securitias held as collateral against lendings to finandal institutions
2013 2012
Held by Bank  Further given Total Held by Bank  Further given  Total
as collateral as collateral
Mote Rupees in '000
Market Treasury Bills 2.3.1 - - - 3672087 295 894 3,967,961
Pakistan Investment Bonds 83.2 445,859 - 446,859 1,028,361 466,101 1434462
446,859 - 446,859 4700428 701,995 5402423

These have been purchased under the resale agreements at mark-up rates il {2012: 7 48% to 9.85%) per annum .

These have been purchased under the resale agreaments at the mark-up rates ranglng from 10% to 10.05% (2012 $.40% 1o
11.15% ! per annum with maturities In January 2074,
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9.3.3 The market value of collateral held against reverse repurchase agreement lendings as of Decamber 31, 2013 15 As, 448 million.

10 INVESTMENTS - MET
December 31, 2012 Decamber 31,2012
Held by Given as Tatal Hald by Given as Total
Bank  collateral Bank collateral
MNote Rupeas in '000
10.1 INVESTMENTS BY TYPES:
Held-for-Trading Securities
Pakistan Investment Bonds : | - || 1,04s353] 413528] 1,462,881]
Market Treasury Bills 0.3 2,457,524 - | 2,457,524 | | |
2457524 - 2457534  1,045353 A413528  1.462,E81
Available-for-5ale Securities
harket Treasury Bills 10.3 6079584 1178797 7258381 123,984 5601,041| 5725025
Pakistan Investment Bonds 10.4 833,018 - 4833018 = 3 =
GOP ljara Suluks 10.5 2078027 - | 2074637 | 3,137,858 - 3,137,856
Units of Mutual fund - Closed end 105 5405 - 5405 5,405 | - 5405
Preference Shares - Listed 0.7 5,000 - 5000 13,000 - 10,000
Term Finance Certificates - Listed 10.8 168,695 - 169,695 320,174| - 320,174
= Unfisted 103 316716 - 316,716 05475 | - a0w 475
Sukuks 10.10 11,775 - 11,775 11,775| - 11,775
Drdinary Shares- Listed 1,151,015 - | 1,151,015 1,300,695 - 1,300,695
- Unlisted 1042 | 5680 -] 9880 | 5880 0 -] 5080
10.17 10652315 L,A78797 11,831,312 5525048 55601041 11,126,085
Held-to-Maturity Securities
Sharcs repurchase (fully provided) 74910 - 74,970 74810 74,970
Investment in associate 10,13 62,580 - 62,580 4803 48.032
Investments at cost 13247529 1178797 14426326 5097343 &014559 12711912
Less : Provisions for diminution in
value of Investmentis 10,14 (86,563 - {BB.563) [106.871) [106,871)
Investments - net of provision 13160966 1178797 14339762 6590472 6014562 12.605041
Unrealized loss on revaluation of
investments - held-for-trading (7,431) - {1.431)
Surplus on ravaluation of
Available- for-sale securities 1. 514,925 - 514,925 |29 857 129,857
Total Investments at market value 13,674,460 1,178,797 14853257 - 6720325 6,014,569 '?.F?f-.a?ﬂ.
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Decamber 31, December 21,
1013 2012
Mate Rupeas in '000
10.2 INVESTMENTS BY SEGMENTS
Federal Government Securities . A
Market Traasury Bills 10.3 9,715,905 | | 5725025
Pakistan Investment Bonds 10.4 833018 1,462,881 |
GOP |Jara Sulwks 105 1074637 [ 3,137,856 |
12,623,550 10,345,764
Fully paid-up ordinary shares
[asted companies 1,157,015 1,300,699 |
Unlisted companies 10.12 5,580 | { 5,680 |
1,156,595 1,306,379
Term Finance Certificate, Debentures,
Bonds and Participation Term Certificates
Term Finance certificates - Listed 108 | 163695 | | 320174
Unlsted 10.9 316716 609,475 |
Sukauks 10.10 1,775 11,775
498,186 947,424
Other Investments
Urits of Mutual fund - closed end 106 5405 5,405 |
Freference shares - Listed 10.7 5,000 10,000 |
Investment in associate 10.13 62,580 48,032
Shares repurchase (fully provided) 74910 74,910
147,895 138347
Investments at Cost 14426,3326 12,711,912
Less ; Provision for diminution in the value of investments 10.14 {86,563) {106,871)
Investmants - net of provision 14,339,763 12,605,041
Unrealized loss on revaluation of Held-for-trading investments (1.431) -
Surpius on revaluation of Available-for-sale securities 211 514,925 125857
Total Investments at market value 14,853 257 12,734 5598
10.2.1  Strategic Investment
Available-for-sale securities
Freference shares - listed 10.7 5,000 10,000
Crdinary shares - Unlisted 10,12 5,680 5,680
Aszociate 10.13 62,580 48,032
73,260 63,712
Mame of invastmeant M;lturfw Principal (_qupnn Coupon mark-up /
period paymant rate payment
10.3 Market Treasury Bills January 2074 80 On maturity 6.05% to At raturity
May 2014 58,0504

10.3.1  These include securities having face value of Rs. 24520 million (2012: Rs. ml) pledged with various financal institutions. Secunbes
having face value of Rs. 4770 million {201 2: Bs. nil} have been pledged with 5BP and Nationzl Bank of Pakistan as secunty to fadilitats
T.T. discounting facility to branches of the Bank. Furthermore, secuntiss having face value of Rs. 157.5 mullion (December 31, 201 2:
As. mil) hawve bean pledged with Unitad Bank Limited on account of issuance of latter of guarantee (for guarantiee commission)
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favorng AnfHabib Corporation Limited being the guarantor for issuance of Bank's canvertible preference shares (refer note 20).

Nama of investmeant Maturity Principal Coupon Coupon mark-up /
period payment rate paymant
10.4 Pakisian Investment Bonds August 2018 to On maturity 12% seml-annually
July 2022

10.4.1  Thessinclude secumties having face value of Rs. mil (2012 Rs. 4770 million) plaedge with SBP and Mational Bank of Pakistan as security
to facilitate T.T. discounting facility to branches of the Bank,

Name of investmant Maturity Principal Coupon Coupon mavk-up /
period pavment rate paymant
10.5 GOP ljara Suluks hiay 20014 to O maturity  9.12% to 5.98% semi-annually
March 2016
December 31, 2013 December 31, 20012
Credit rating Amount Cragit rating Amount
MNote Rupees in '000 Rupees In"000
10.6 Units of Mutual fund - Closed end
Asian Stock Fund Limted Unrated 5405 Unrated 5405
10.7 Preference Shares - Listed
hasood Textile Mills Limited 1031 Unrated 5,000 Unrated 10,000
10.8 Term Finance Certificates - Listed
Escort Investrmoent Bank Limited ® BB 999 | BB !;f.'ié-s'
Jahangir Siddigui Company Limited Al 37,500 A4 50,000
Pakistan Mablle Communication Limitad AR~ 62,400 B A 182850
Engro Fertilizer Limited At 8,796 A | 753
169,695 370,174

* This represents investments in Non-imvestment grade TFC's as per Mutwal Funds Association of Pakistan (MUFAF)

10.8.1 Particulars of Listed Term Finance Certificates

Particulars Redemption Terms Profit Rate per Profit Maturity
annum Paymeant
Escort Investrment Bank Limited *In & equal semi annual 8% Semi - annually 15-5ep-14
instalments starting from
March 2012
Jahangir Siddigui & Co. Ltd; I & semi annual instalments M Kibor + Serni - annually A0-Oct-16
starting from April 20137 2.4%,
Pakistan Maobile Communication Limited 16 unequal quaterly  3M Kibor+ 2.65% Cuarterly i8-Apr-16
instalments
Engro Fertilzer Limnited I4 serm annual instalmrents . 6M Kiber + Sermi - annually 17-Dec-16
compnsing prncpal of 0,2% 3.4%

{four instalments), 3.98%
{next four instalments), 6%
(mext four instalments) and 30%
{last tweo instalments)
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December 31, 2013 December 31, 2012
Credit rating Amount Credit rating Amount
MNote Rupees in '000 Rupees in 000
10.9 Term Finance Certificates-Unlisted
Avarl Hotels A- 210,349 | P 479,787 :
Gharibwal Cement Limited (Fully provided) * D 5973 ] 5,973
Faysal Bank Limited A~ - AR~ 4 D95
Azgard Mine Limited 10.5.1 D 8,780 D B, 780
Pak Libya Holding Company AR gﬁlﬂ Ay 109352 |
316,716 609475

* This reprasents investment in Non-parforming TFC's as per Mutual Funds assaciation of Pakistan (MUFAFPY,

10.9.1  This includes zero coupon Privately Placed TFCs of Azgard Mine Limited acquired against markup settterment of Rs. 8.8 million on
the credit facilities of Azgard Nine Limited

10.9.2 Particulars of Unlistad Term Finance Certificates

Particulars Redemption Terms Profit Rate par Praofit Maturity
annum Payment
Avari Hotels 3 unequal instalments 1 year Kibar + Sermi annually [-Mow-14
a5 per restructured 1.5%

schedule commencing
from June 30, 2013

Azgard Nine Limited (note 10021} 7 semi annual instalments  Zero coupan Serni annually 31-Mar-17
comenencing from the 24th
menth ending aftor
March 31, 2012

Fak Libya Helding Company 10equalinstalments 6 Month Kiber + Semi annually F-Feb-16
1.6%

I_‘-‘Fl:egl'lher 31,2013 __L:'F.'cembeaf 31,2012

Credit rating Amount Credit rating Amount
Maote Rupeesin ‘000 Rupeas in '000

10,10 Sukuks

Engra Fertilizer Limited TRC Suluik A- 11,775 A 11,773
10.10.1 Particulars of listed Sukulk

Particulars Redemption Terms Profit Rate per Profit Maturity

annum Payment
Engro Fertilizer Limited 2 sgual instalments & Month Kibor + Quartaely 6-5an-15
commencing from 1.50%

March 6th, 2015
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10,11 Quality of 'available-for-sale' securities
December 31, 2013 December 37, 2012

Credit rating Marketvalue  Credit rating  Market value

Mote Rupees in '000 Rupees in 000
Market Traasury Bills Unrated 7.254.046 Unrated 572631
Pakistan Investment Bonds Unrated 7832376 Unrated
GOF ljara Subul Unrated 2,085,554 Unirated 3,143,842
Closed Ended Mutual Funds
Asian Stock Fund Limited Unrated 13,540 Unrated 7.027

Listed Term Finance Certificates

Engra Fertilzer Limited At 69,795 A+ 684598

Escort Invesment Bank Limited Unrated 737 BB 1474

Palgstan Waobile Communication Limited AA- 62,959 A 188,568

Jahangir Siddigui Company Limited Ay L 38,275 Ak | 50,000
171,766 108,544

Sukuk Bond

Engro Fertllizer Limited-TFC Sukuk A 11,690 & 11,633

Unlisted Term Finance Certificates

Lvar Hotel Unrated 210,164 & 453 084
Gharibwal Cament Limited (o] 5973 D 5,973
Pak Libya Holding Company Limited AR 91,419 A4 110,814
Faysal Bank Limited - - AA E118
Sreard Mine Limited Unrated _  &&92 D 8780
314,248 593,767
Shares in Listed Company
4clamjea Insurance Co. Limited AR B Al 13,628
Aepritech Limited 18.11.1 D 110,288 D 121,891
LRD Capital Lirnited AM3 - 16,927 Unrateed 15,022
Arif Habib Corporation Limited AA 12,238
SAckar Bank Limited AA - LASAT4 27,552
Bank Alfalah Limited Fitiy 62,192 Unrated 45414
Bank Al-Halib Limited Al 9318
BIAFO Chemical Industries Limited Unrated 47,750 Unrated 44625
DG Ehan Cement Unrated - Unrated 10.916
Fatima Fertiltzer Co, Limited . - SAFAT4 13,200
Fau)i Fertlizer Bin Gasim Limlted Unrated 32 858 Unratee 45,308
Fauji Fertilizar Co. Limitae Unsabed 64377 Unrated 15404
Gharibwal Cement Limited 10.11.2 Unrated 796,950 Unrated 401,850
Hug Power Company Limited A 42,504 AlAT+ 54,288
Habik Matro Bank Limmted Al 10,028
J5 Banle Lirniter At 7875
Javadan Carporation Limitad Unrated 124433 Unrated 181.812
MCB Bank Limited AAR 16870 -
Matienal Bank of Pakistan AAA 8705 ARASE 4+ 48,155
Mesct Capital Limited Unrated - Unrated 3624
MIB Bank Lirnfed Al 2,768 AA-TAT+ 5,260
Mishat Chunian Limited A- 20,339 A-f B3 2660
Mishat Chunian Power Limited A 23303 AfA-D 33,109
Mishat Mills Lirmited Al 12,724 Ab-rBT+ 12,770
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10.11.1

10.11.2

10.12

December 31, 2013 Decemnber 31, 2012

Cradit rating Marketvalue Creditrating Market value

Note Rupees in "'000 Rupees in '000
Nishat Pawer Limited Bt [ 255%1 B4/ | 79,200
National Refinery Lirnited Al 10,776 ASASA T+ 4,742
Oil and Gas Development Company Limited AAR 17,190 . -
Pakgen Power Limited AAAT+ 25,509 ALY 16832
Pakistan Qil fields Limited Unratad 21,650 Unrated 5032
Pakistan Petraleum Limited Unrated . Unrated 3,064
Pakistan State Oil Limited AA+ = Al 0+ 11811
QUICE Foods Industries Limited Unrated - Unrated 8879
Shakarganj Mills Limnited Unrated 1,785 Unrated 1,071
Singer Pakistan Limited Unrated 7.106 Unrated 5,754
Sui Morthern Gas Co, Limited Al 66,623 ABSAT+ 86,111
Sul Southern Gas Co. Limited AA- 6,388 B0+ 5445
Summit Bank Limited A- 55,255 A=fA-2 75,329
TPL Trakker Limited A- . A-f A2 S.040
TRI-PACK Filrns Limited A+ . LRSS 3878
United Bank Limited Al+ 27,703 AlAA- 4 31,340
Masood Textile Mills Limited Unrated 5,000 Unrated 10,000
Chenab Limited Unrated 10,450 Unrated | 5250 |
1,703,437 1452146

Shares In Unlisted Companies
Pakistan Export Finance Guarantee Limited 10.12 Unirated 5,680 Unrated 5680

12,346,237 11,255,346

During the year ended December 31, 2012, 8,704,640 shares of Agritech Limited were acquired from Azgard Mine Limited as part
of multiple agreements including Master Rastructuring Agreements (MRA). These shares Wwere acguired at an agreed price of Rs, 35
par share, The market value of these shares is Rz, 12,67 per share as at December 31, 2013 resulting in an Impairment [oss of Rs.
194375 million,

The Bank had recorded an impairment of Rs. 20,31 million as on December 31, 2012 as per the initial specific relaxation of SEP vide
letter Mo, BFROVBRD-([Policy)/200 3-1857 dated February 15, 2013, However, as per the rayvised SEP letter No. BPRD/BRD-(Policy)/2073-
11338 dated July 25, 2013, 50% of the required impairment { provision is recorded up to December 31, 2013 resulting In further
Impairment of Rs, 7688 milllon. Remaining 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 have been higher by Rs, 37188 million

As per the Share Purchase Agreement dated September 28, 2011, the Bank acquired 45 million shares of Gharibwal Cement Limited
{GCL) at the rate of Rs. 3.0 per share ameunting to Rs. 135 milllen from the spensers of GCL In the settlement of GCU's sutstanding
loans. As per the agreement, these shares may be bought back by the sponsors after a period of three years against sale consideration
of As. 4.44 per share, Management along with its legal counse! cantends that these shares can ha sold by the Bank on its discretion
subject to the conditions of the agreement. Therefore, these shares have been reyalued at their market value instead of repurchase
price menboned in the agreement,

December 31, 2013 December 31, 2012

Mame of CED Cradit rating Amount Credit rating Amount
Rupees in '000

Ordinary Shares-Unlisted - 10.2.1
Pakistan Export Finance Guarantee Limited
tfully provided) Mr. 5.0, Zaeem neated 5680 Unrated 5,680
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10.12 Investment in Associate

Mame of associate Chief Executive Proportion of Place of Principal activity
Officer ownership interest incorporation
Sauds Pak Insurance Company Limited Mian M. A. Shahid 23.07% (20012: 23.07%)  Pakistan General Insurance

Summarnized financial information in respect of associate based on latest availabie finandial statements as at September 30, 2013 is
set out below:

September 30, September 30,
2013 2012
Rupees in 000
Total assets 540,540 473,399
Total habilitzes 269,363 265,161
Met assets IMATT 208138
Met premlum revenue 210,948 59,354
Profit for the period [ vear (after tex} 13,688 15 504
December 31, Decamber 31,
20713 2002
Mote Rupesas in '000
Movement of investment in associate for the year
Balance as at January, 01 59,421 42,126
Shisre of profit for the year - net of tax @ 23.07% 3,159 17,295
Diyidend receved durng the year -
Balance as at December, 31 101 EE,EE;J— '-'5_9.4-2-1'
10.14  Particulars of provision
Cpening balance 106,871 86563
Charge for the year = 70,308
Feversals - -
= 20,308
Writa off (20,308)
Closing balance 10,14.1 86,563 106,871
10.74.1 Particulars of provision in respect of Type and Segment
Available-tor-5ale Securities
Ordinary sharps - fisted - 20,308
Ordinary shares - unlisted 5,680 5680
Termn Finance Certificates - unlistod 5973 5973
Held-to-Maturity Securities
Shares repo 74,910 74,910
86,563 106,871
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10,15  Investment in Un-listed Shares, Term Finance Certificatas and Bonds.
10.15.1 Investment in fully paid up ordinary shares - unlisted
December December  Paid up value per  Name of investee Decambar December
31,2013 31,2012 share Rupees 31, 2013 31,2012
Mo. of ordinary shares Rupees in '000
568,000 564,000 11 Pakistan Export Finance Guarantee 5,680 5,680
Chief Executive Mr. 5.0, Zasem
10.15.2 Term Finance Certificates - listed
Mame of investee Mo. of Paid up December Decamber
certificates value per 31,2013 31,2012
held certificate
(Rupeeas) Rupees in "000
Eseart Investrmont Bank Limited 2000 5,000 999 1,868
Jahangir Siddigqui Company Limited 10,000 5,000 37,500 50,000
Fakistarn Mobile Communication Limited T80 100,000 62,400 192850
Engro Fertilizer Limitad 16,574 5,000 68,796 7538
169,695 320,174
10.15.3 Term Finance Certificates - unlisted
Name of investes Mo. of Paid up Dacembar December
certificatas valua per 31,2013 31, 20n2
held certificate
(Rupeas) Rupeas in ‘000
Avar Hotels 113,000 5,000 210,349 479,767
Ghanbwal Cement Limuted (fully provided) 1,195 5,000 5973 5973
Faysal Bank Limited - - 4,596
Azgard Nine Limited 1,756 5,000 &,780 3,750
Pak Libya Halding Ce. 22,005 5,000 91,614 109,959
316,716 509,475
M ADVANCES - NET Decamber31, Decamber 31,
2013 2012
Mote Rupees in "000
Loans, cash credits, running finances, etc, ) = - :
In Pakistan 57,117,990 54,865,286 |
Dutside Pakistan L | =
57,117,990 52,865,286
Istamic Financing and related assets 11.1.3 3,687,999
Bills discounted and purchased (excluding treasury bills)
Payable in Pakistan 92,246 | a8,094
Payable cutside Palistan [ 622,411 [ 1115382 |
714,657 1,213,476
Advances - gross 61,520,646 54,078,762
Pronasion against non-performing advances - specific 11.3 15,131,297) {4,860,099)
Provision against consumer finance- genaral 11.3 (300,210) (158,169)
Advances net of provision m 49,060,494 '
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December 31, December 31,
2013 2012
Nots Rupees in '000
11.7 Particulars of advances (Gross)
11.1.1  Inlocal currency 61,520,645 53,974 805
In foreign currencies S = 153,957
61,520,646 54078763
11.1.2  Short Term (for upto one yvear} 29,447,302 24,595,067
Lang Term (for over one year} 31,073,344 43,083,695
61,520,645 54,078,762
11.1.2  Islamic Financing and related assets Annaxure -||
Murabaha financing 505,852
Musharaka financing 11.131 3,182,147
3,687,999

11.1.3.1 Itincludes Musharaka financing arrangements amounting to Rs. 2,524 million entered into by the Bank against which Bank's equity
contribation in Musharaka is in the form of land transfoerred from non-banking assets, which the Bank had previously roceivad against
settlement of loans and advancas (note 141, Further, Misharaka arrangements amaunting to Rs. 675 million represents those
arrangements in which the Bank's equity contribution in Musharzaka is in the form of land which was externally purchased by the
Bank solely for entering into such Musharaka arrangement. The Islamic Banking Department (18D} of 58P approved these Musharaka
transactions through its letter no; [BD-50=15(18) / 11347 / 2013 dated July 25, 2013

The Bank has also obtained Irrevocable underaking from Musharaka Partners whereby the principal and estimated profits thereon
have been guarantead by such partners. Accordingly, the Bank has recognized profit of RS 113 million in these financial statements.

11.2 Aichvancas inclide Rs. 5,872 (2012 Rs. 10,817) milllon which have been placed under non-performing status as detailed below:
20132 10132
Category of classification specific Classified Provision Provision Clazsified Provision  Prowvision
Advances required held Advances required held
[Domestic) - - [Domestic)
Rupeas in '000
Sub-standard 247,811 25,751 25,751 257,133 12,820 12,820
Daubtful 1,047,890 152,394 125,394 2192178 366,733 366,733
Loss 8,576,285 4,953,852 4,953,852 8327546 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

2013 2012
Specific  General Total Specific General Total
Mote Rupees in "000
Opening balance 4,860,099 158,169 5018268 5251,835 111,248 5,373,083
Charge for the year 1,434,974 142,653 1577627 | 947672 47411 995083
Reversals 11,014,628} (612) (1,015,240] [1,708,151) [420% (1,106,041}
Met {reversals) / charge 420,346 142,041 S62,387 {158,479) 45,921 (111,558)
Amounts written off 11.6 (148.448) - {148,448) f243,257) E (243,257
Closing balance 5131997 300210 5432207 4560099 158,169 5018268
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11.3.

11.3.2

11.3.3

11.6.%

11.6.2

11.6.3

ke State Bank of Pakistan through its various arculars /letters has allowed relaxation ta the Bank in maintaining provisioning against
expasure of Dewan Group tll December 31, 201 3. The relaxation resulted in reduction of Rs. 224 million (2072 606 millian} in provision
against loans and advances,

The SBF through its letter Mo, BRRDVBRD-05/510k/2013/12434 dated August 21, 2073 has allowed further relaxation to the Bank in
maintaining provision against axposure of Guiistan Taxtile Mills, Gulistan Spinning Mills, Paramount Spinning Mills and Gulshan
Spinning Mills, This has resulted in relief of Rs. 1784 millen as at December 31, 2013,

SBP vida varlous circulars has amanded Prudential Regulations in respact of provisioning agalnst nen performing advances under
which the benefit of Forced Sale Valus (F5V) has been allowed for plant and machinery under charge, pledaed stock and mortgaged
residential, commercial and industrial properties held as collateral against non-performing loans and advances for five vears from
the date of classification,

In case of the Bank, SBP further aliowed the Bank to avail F3Y benefits on mortgaged resldential, commerclal and industrial properties
upto December 31, 2012 at 100% for 15t and 2nd year, 90% for 3rd vear, 75% for the 4th vear and 50% for the 5th and 6th vear of
classification, The Bank has availed the enhancad FSV banefit of Rs. 1,158 million due to special refaxation allowed by SBP against
the non-performing loans classified till December 37, 2012, which expires on December 31, 2014

During the year, 58P throwgh letier No BPRDVBRD-05/511k/2013/12339 dated August 20, 2013 has allowead the Banlk further relaxation,
subject ta certain conditions. According to the letter, the provision shertfall of Rs. 1,158 million availled under enhanced FSY benefit
against classified corporate / commercial and SME loans as of Dacembear 37, 2012 has to be provided in phasas in the following
manner.

Minimum provision required 1 be made up to 10% of the enhanced F5V henefit avalled In each quarter for next 8 guarters from
guarters ending Septamber 30, 2013 1o June 30, 2015; and

The balance 20% of the enhanced FSY banefit is to be provided in the guarter ending September 30, 2015,
F5\ benefit availed on loans and advances classified after December 31, 2013 is calculated under Prudential Regulations R-B.

As of December 31, 2013, enhanced F5Y benefit allowed in accordance with abovementoned SBP letter has an after tax impact of
Rs. 602 million on accumulated losses, 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 FAV benefit 15 Rs. 1,967 million
-net of tax (2012 Rs. 2,221 mullion), which shall nat be available for payment of cash or stock dividend.

General provision represents provision made equal to 1.5% of the consumer secured performing portfolio, 3% of the consumer
unzsecured performing portfalio and 1% on small enterprises performing portfalio as required by the Prudential Regulations issued
by the State Bank of Pakistan for Consumer and Small Enterprises Financing.

December 31, December 31,
2013 2012
Mote Rupesas in '000
Particulars of provision for consumer finanong - general
Cpening hatance 158,169 117,248
Charge for the yvear 142,653 47411
Reversals (61Z) (490}
Closing balance 300,210 158,162
Particulars OFf Write Offs
Against provision 148448 243357
Directly charged to profit and loss account 423 }i.ié-ﬁ
148,871 146,546
Write offs of Rs. 500,000 and abowve Annesure | 145,611 244 895
Write offs of Below Rs. 500,000 3,260 1,750
148,871 245,646

Detail of loan write off of Rs. 500,000 and above

In terms of sub-section (3} of section 334 of the Banking Companies Ordinance, 1962 the statcmentin respect of written-off
Isans or any other financial relief of five hundred thousand rupees or above allowed 1o a person (s} during the year ended December
31, 2013 is given in Annexure - L Howeyer, this writc-off doas not affect the Bank's right ta recover the debts fram these custamaors.
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Decamber 31, Decemiber 31,
2013 2012
Mots Rupeeas in 000
11.7 Particulars of loans and advances to directors, associated companies, etc.

Debts due by directors, executives or officers of the Bank or any of them either

saverally or jointly with any other persons
Balance at beginning of the yaar 1,070,247 505,596
Loans grantad during the year 134,531 1,150,690
Repayments {91,273) {586,039)
Balance at end of the year 1,113,505 1,070,247
Debts due by companies or firms in which the directors of the Bank are/{were)

interested as directors, partnets or in the case of private companias as memhbears
Balance at beginning of the year 57,918
Loans granted during the year 3,361,797 3,507 846
Repayments {3,123,648) (3450028
Balance at end of the year ___296,067 57,918

Debts due by subsidiary companies, controlled firms, managed modarabas
and other related parties

Balance at beginning of the year -
Loans granted during the year -
Repayrheants

Balance at and of the year =

Cetails of loans and advances to associates, subsidiary and other related
parties are given in note 39,

12 OPERATIMNG FIXED ASSETS
Capital work-in-prograss 121 35,112 47241
Property and equipment 12.2 4,248,589 4,110,872
Intangible assats 123 ___ 407,851 478721
4,691,552 4,637,334
12.1 Capital work-in-progress
Cwvll works 9,086 11,233
Advances to suppliers and contractors 26,026 36,718
35112 47,541
12.1.1 Movement in capital worl-in-progress
Cpening balance 47,941 34772
Additions during the year 282,380 143,152
Transferred to property and equipment _ (295,209) (1.29,383)
Closing balance 35,112 47 541
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12.2 Property and equipment
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12.4 The gross carrying amount of fully depreciated assets that are still in use is a5 follows:

Furniture, electrical, office, corputer equipment and others
Leasehold improvernents

Vehiclas

Intangible assets

12.5 Details of disposal of fixed assets - By negotiations / Bank policy

December 31, December 31,
2013 M2
Rupees in '000

537,212 401,307
84,833 45712

40,011 30,908

65521 47359

T27.577 525,186

Dascrption Data of Date of Cost Actumulsted Bomkvalm Sals Gamn |
capitafiration disposal doprociation procasds [Losy)

Rupees in 000
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Afzal Chaudhry
Sohed Araer

R hammad Tamir Ali
Sokusd Abmed Sran
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Daserlption et Diato of Cast Acoumulnted Back valus Salw Galm ) Parthiulars of pardhaser
capitalization disposal dapradation procasds ILuas)

Ropees in G0

Tenota Hilpd Sirf, Feg & J0 133 13511 - S5epT3 1,n080 £33 a7 ST Bark gmipioyes  Salmgn Shakid
Daihatiu Copre Peg o Q8- 378 1+Jan-1d E3.Sep-td i) 233 AT AgY Bark emiplope=e  Sane Beart
Terpita Pras Of-hgd-0B  03-Der3 3000 3 Bark gmiployee  Wakim Refome
Toyota Comafa GLI Jduliy Ol 1,108 294 B g 38 Benkempicyes  Eneyat Al

Hends D9y, Reg & LED-132- 3024 1®dun-13 ARTer-13 117s 34 552 883 1 Bankeirgicpde Wi Handal
Henda Ufy, Beg & LEC 2-580 S dur-12 LS B (¥ 514 [ apl 3 Bankemployes  Jusd A5

Teiprata Lmidia GLI, Reg ¥ ANLHSET 14-0et08  B4-0es13 T4 1,060 Bank employes b Gar Anmed
Henda Coy, Reg & Lee 089720 T5-Jut-08.  1d-Oict-7 % Gl ag1 Bant employee  Muhemmad Usman
Heda Oy, Reg # LER-00-4548 14-0et-16°  GF-0L815 B5& as58 Bark emipdigee  Hahib ur Refyman
Suzuki Cultus VELC, Beg & LEF-08-1253 14-0ct08 03-Doed T ey Bank gmployes  Manzoor Ko mar
Henda Oy, Rag # LEA-GT-4865 13:A1 22013 BN Er] i3 G 40 Barkemployes  Tahiramil
Suruki Cultus Wk 20darely  M-MmeId L gl EEE] Er ] 543 16  Barkemployes  sinoul Hameed
Lapabia GLI T&Fek-13 2iboye 13 9% Rl FEal B26 7T Bankemglopee  Ghidam Fapeed
Topoia Camry 2i-Feba 1l ddflme-T3d 1,988 (8 1,391 1L Bark empioyen - Syod Fohim
Hends Dwic VTEC 1&-Jur-13 O-feon-13 2003 174 1519 1953 34 Barkemplupess  Anfum Saeed
Terproa Conafa Gl 12-Owc-17F 28-8kv=-T3 1,554 596 758 LR = Bark smipicyee Mz atia Afam
Toyota Corofa GLI D4-Mar-1T 37Dee-13 Bl 330 FE] 270 Bark gmiployes W5 Rebana Misar
Surakl Alkn VR 13-dug-N%  0%-Oecet3 4] L4 =1 T Barik empicyer  Syed Mutzhir Bl Hagul
Sk Cuttus WRL Feg # ARL-330 15-Oec-0B.  (:3-Dee-13 Big P d Bank emipicyee  Foaih Halde
Suzakl Culfuy VER 1Fdure13 1B-Opc-73 550 205 BES 713 438  Bankemployer  Syeo ihanman safi
Togota Viks 7 Sep-11  £3-Deg- 12 L 4] ] a4 la  Bark emiployee - Akber Mubawie
Henda Lo Yiec Broematec 05-%cp-0B  27-Ovc73 1053 1,453 Barkemployes  Madeom Fasal
Horda Coic T g d LilA, -2000 AV-Jur-12 LG-[rec-t1 11T 353 -} Baz 58 Bankemployer - Seifain Gelan
Tespesta Corala Alte, Ao ® L=H 027501 1Hov 02 18 [0ec73 1832 7831 Bamkgmpioyee  Taiha Saesd
Herida Caic W Prosmases Del 14 DecUf 23-Dee-t 1 1,B52 1852 - Bark emiphopes  Wajlh Zaid

Takal 208,547 107,544 96,500 15RA3 34201

Uthe

Teshibe Lapdop Sxeiite L-300-P562 3Aug0R  13-Feb3 B 65 T T Bankemglese  Omar Bin lnaid
Teahibe Tecra M2 Laprop TlumdB  25-Feb-11 [} 108 1 10 Bankemmloyes  Sohail Bashir
Tesihibd: Lo piop Sateiime L31 (=445 31 Dec (g T2-ak13 il B4 T 7 Bankemplcyesr  Ate-lUr-Aeb Fane
Toshiba Leptog Secell e L §00-N-504 §-Smp 08 2l [ L] B ¥ ! Benhemgpicyee  Ghufam Fand
Sty Vo Lagrbop VGEM-CRI4GN, Serfal & 7003548 Zha08 200w 3 93 Lk 7 T Bankemaloyee  Mujlh ur Rehman
Teeshibe Lepaop Secell e L 800-5%02 Td-Nov-05 . 20-koy-13 -} ] 7 ¥ Bankemployee  Syed Clesim fhayl
Toknl LR 430 45 45

Grand Tetsl 204,833 107030 FELH03 152873 S6:E76

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

Decamber 31, Decarnber 31,
1013 2012
{Restated)
Mots Rupees in "000
13 DEFERRED TAX ASSETS - NET
Defarrad tax debits arising in raspact of

Provision for diminution in the value of Investments ' 41,748 14,840
Provision held against other assats - F.a50
Provision against non-performing advances 2,104,316 1,914,913
Unabsorbed tax deprecation 818,567 474445
Unused tax fosses | 1,340,549 1,475,871
4,305,180 3,BBT 420

Deferred tax credits arising due to _
Arcelerated tax depreciation {144.305]1 {198 561]
Surplus on revaluation of Investments 21.1 (180,223 (45 450)
Surplus on revaluation of property 21.2 {25,3]’5” (28,1 ?E:]_
Remeasurement of defined benefit plan [ {14,198) {10,120)
__1466,102) (282,375)

Met Deferred tax Assat 3,839,078 _3,5[?5 A
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13.3 Movemant in tamporary differences ) _ _ _ )
| Balance as atl Recognisad | Balance as | Recogrised Balance as
January 01, | i profit F’Len:ugmsed;a'memmbﬁi in prafit | Recogrised sl Decamben
X012 and loss i egquity | i, 2012 | and loss in agurty 31, 2M3

Rupees in '000
Deductibla 7 (taxable) temporary difforances om

Brandelen aoainst non-pedoming advances 180352 111392 Tol4913 189404 1108316
Arovison for diminutian In vaiue of investmants 14845 14840 L 4T, /48
nused tax ey | 44821 19854 ATEAT] 135322 545
Froyicon reld BN LThHEY dnsty, s 5 LT IS0
Jnetsorbed tas decrecaton 474 450 Alsd45 34412 alésa
Arceerdteg 1ax geoeCaticn [F33003; (70559 (19BEGT) 146,244 (344 BOS
e o realuation of mesctmers 2714 AR T 6] (45450 1134773 (180223
Surplus onorevaluation of oroperty (2g4Td 1301 28178 Wi (26 H7E!
Apmeasyrment ¢f gefred barefit oian (f% BXTE NErRLLi] [4.008) 114,798
Defarmad Tax 3,565.500 92677 (53,136} 3605041 371516 (137.479) 3,830,078
13.2 The Bank has an aggregate amount of deferred tax asset of As. 3,835 million which represents managerment's best estirnate of the

probable benefits expected to be realised in future years in the form of reduced tax Hability as the Bank would be able to set off the
prifits earned 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 taxable profits, which have been approved by the Board of Directors, 1o assess
tho recoverability of deferred tax assets, The projections involva certain key managernent assumptions underlying the estimation
of future taxakle profits projectad in the projections. The determination of future taxable profits is most sensitive to cortaln key
assurnptions such as capital infection, growth of low cost deposits, grewth in high yield consumer advances, real estata musharaka
fimancing transactions, investment returmns, potential provision against assets, intorest rates, cost of funds and expected recoverics
of dassified loans. Any significant change in such assumptions may have an effect on the recoverability of the defermed tax assot,
Managernent believes that it |s probable that the Bank will be able 1o achicve the profits projected in the projections and consequently
the defarrad tax asset will be fully realised in future.

13.3 Status of tax and other details are disclosed in note 31,2 and 313 of the financial statements.
Decamber 31, December 37,
2013 2012
(Rstated]
MNots Rupess in '000
14 OTHER ASSETS
[ncome / Mark-up sccrued inlocal currency 1,616,019 1.512.591
Income / Mark-up accrued in foreign curr=noes 2 1.250
Ardvances, deposits, advance rent and other prepayments 420,929 4383TT
Advance taxation 241,777 141,199
MNon-banking assets acquired in satisfaction of claims 14.2 :_:l,'ﬁi:!_ﬁai [ 5.431,409|
Mon-banking assets acquired in satisfaction of claims with buy back option 142 926.831| 1.716,407
3,858,777 7,137,816
Branch adjustment account 30,303 53,158
Unrealzed gain on forward foreign exchange contracts 14.4 29,471 A3,84%
Others 206,129 208,718
6,403,407 5,575,888
Less: Pravision held against other assets 14.3 {110,155) [229,155)
Other Assets (Neat of Provision) 6,293,252 9,347,733
14.1 Aggregate Market value of non-banking assets acquired in satisfaction of claims 4,401,449 7,375,124
14.2 This mciudes un-developed properties which have been evaluated based on valuation reports from valuers on Pakistan Banks

Association's list of approved valuers,

SILKBANK 7~




Annual Report 2013

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

143

14.3.1

14.4

15

16

16.1

16.2

Frovisions agalnst other assets

Opening balance
Charge for the year
Reversals

Met reversal for the year
Armount written of

Clazing balance

December 31,

December 31,

2013 iz
Note Rupees in '000
229,155 377,633
x | | 21,000
14.3.1 (119,000 | (169,500}
Fi {119,000 [ 148 5007
110,155 139155

This represents revarsal on account of certain OREQ properties which wore transferrad in the name of the Banlk in the current year,

Unrealized gain on forward foreign exchange contracts

Unreallsed gain

BILLS PAYABLE

In Pakistan
Dutside Pakistan

BORROWINGS

Im Pakistan
Outside Pakistan

Particulars of barroawings with respact to currencies

Im local currency
Im foreign currencies

Details of borrowings secured / unsecured

Secured

Borrowings from State Banx of Pakistan [re-finance)
Export refimance scheme
Leng term finance - export oricnted projocts
Leng term financing faciliny
Refinance facility for modernization of SMEs
Repurchase agreement bhorrawings

Contract / Notional amount

2013

L

Unraalised gain

2012 2013 2013
Rupees in '000
9,981,574 29471 #3849
December 31, December 31,
2013 2012
Note Rupees in "000
2,747,400 1,978,549
2,747,400 1,078,549
10,624,954 10,797,390
757,021 L5R5 3%
11,381,975 11,376,781
10,624,954 10,751,350
757,021 5B5,3%1
11,381,975 11,376,781
16.2.1 3384177 3,152,348
16.2.1 4,652 12,316
18.2.1 20,466 55,012
18,21 - 8,150
1622 1,173,797 6,716,564
4,588,092 5.991,390
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December 31, December 21,
2013 202
Note Rupees in '000
Unsacured ]

Call borrowings 1623 [ 5030000 [ B00,000]
Barrowing from other financial institutions 16.24 441,915 10,133
Overdrawn Mostro accounts 315,106 575,258
Cverdrawn local bank accounts 6862 | L = |
6,793,883 1,385,391

11,381,575 11,376,781

16.2.1  These borrowings carry mark-up at the rate mnging from 5% to 8.40% (2072:5% to 10%) per annum.

16.2.2 These represent funds bormmowed from the local interbank mioney market against government secunties carnyng mierest rate of 10%
(2013 8.79% to B.82%) per annum with matunties up o January 2014,

16.2.3 These represent unsecured bormowings frem the local money market carrying interest rate ranging from 10% to 12% (2013 2.40%
to 9.50%) per annum with maturities up to March 2014,

16.24 These represent barrowing in foreign currency and carry interest rate ranging from 2.75%to 2.87% (2012 2.87%) perannum,

17 DEPOSITS AND OTHER ACCOUNTS
Customers
Fived deposits 30,051,385 33,368 885
Savings depasits 20,028,542 17,676,859
Currant accounts - nan - remunarative 16,499,952 15,874 800
Margin accounts - non - remunarative 713,559 736,024
Others |__203,581 __212470]
67,497,023 6f 809,058
Financial institutions ] :
Remunarative deposits 1,845,745 1,104,381
Mon-remunerative deposits ﬂﬁ-,_ﬁq-fl .-'f:-'ﬂ'ﬂ'ﬂ
1,936,429 1,181,389
69,433,452 69,050,447
17.1 Particulars of deposits
I local currency 61,637,212 63,769.246
In fareign currencies 7,796,240 3,281,201
69,433,452 69,050,447
18 OTHER LIABILITIES Sl
Mark-up,/ Return/ |nterest payable in local currenicy 639,522 TREBATT
Mark-up/ Return/ Intarest payable in foreign currencies 7,529 2447
Un-earned commission and income on bills discounted 58,974 45538
Accrued oxpenses 99.679 54 Ba0
Unrealizea loss on forward foreign exchange contracis 1B.1 198,505 IB715
Workers' Welfare Fund (WWF) 34,293 34,293
Acvance recelved against future sale of Man Banking Assets 225,016 S6,086
Others 298,383 241,252
1,562,301 1,302,008
18.1 Unrealized loss on forward fareign exchange contracts
_ Contract / Notional amount Unrealised loss
2013 2012 2013 2013
Rupees in '000
Unrealised loss 9,864,818 6,715.836 198,505 33,715
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19.1

19.2

19.3

19.4

19.5

20

SHARE CAPITAL
Authorised capital
Decamber December Dacembear Decamber
31,2013 31, 22 31,2013 31,2012
Mo. of shares in '000 Rupees in 000
4,000,000 4,000,000 Ordinary shares of Rs.10 each 40,000,000 40,000,000
Issued, subscribed and paid up capital
December Deacember December Decamber
31,2013 31, 2012 31,2013 31,2012
MNo. of shares in '000
800,315 800,315 Crdinary shares of Rs.10 each Fully paid in cash 8,003,150 8,003,150
Ordinary shares of Rs.10 each Fully paid in cash
100,000 100,000 and issued &t 2 discount of Rs. 2.5 per share 1.000,000 1.000,000
Cirdinary shares of Rs.10 each Fully pald in cazh
1,771,250 1,771,290 anid issued at a discount of Rs.7.5 pershare 17,712,898 17,712,898
2,671,605 2,671,605 26,716,048 26,716,048

The SBP reguires each commercial bank te: (a) hold the minimum level of the regulatory capital (net of losses) to be raised to
Rs. 10 bilion {net of loss and share discount} by December 31, 2013 and (b) mamtain a rabo of total regulatory capital to the nsk-
weighted asset {the "Basel ratia"! at or above the intermationally agreed minimum of 10% (refer note 1.3)

The Bank has approved issuance of nght shares @ 311.00226% on December 2, 2009 at a discount of Rs. 7.5 per share having face
value of Rs. 10 each to generate net additonal capital of Rs. 7 billion, Out of these right shares, an amount of Rs. 2572 bilhon is
unsubscribed, SECP has granted three years extension for subscription of the rfights, in line with tenor of convertible preference
shares,

Dacember 31, December 31,
20132 2012
CAPITAL ADEQUACY
Total Capital Adequacy Ratio 6.23% 5 60%%

CONVERTIBLE PREFEREMCE SHARES

The Bank has issued B30 mullion Convertible Preference Shares (CPS}in March 2073 at lssue price of Rs. 2.50 per share aggregating
to paid-up amount of Rz, 2,200 million, The CPS are subordinated to sl other liabilities including deposits of the Bank. These CP5
have three years tenor and are convertible into ordinary shares of the Bank at the conversion ratio of 1;1. There 15 no voting right
and dividend on these CP5, The subscribers will have an option to exercise the put gption at the end of the tenar through which
they can s2ll their CPS to Arif Habib Corperation Limited ("the Guarantor") at the strike price of Rs. 3,70 per CP5, The Bank s entitled
to exercise Call Option, which is exercisable in full orin parts at any time after ocne year from the |ssue date subject to subscription
of unsubscribed right shares, Any partial redermption will be on a pro rata basis. The 5BP has restricted the utilization of the funds
received to investment In papers of Government of Pakistan and the amount will not be considerad towards the corpliance of
applicable statutory liguidity requirement,

SBP has given approval of CP5 as Tier-l capital for Capital Adequacy Ratio {CAR) purpase only. Further, the SBP vide their letter
no.BPFRO/BARCP-04/15690/2013 dated Qctober 24, 2013 allowed the Bank to disclose CPS in the "Capital Section” of its financial
statements till the remaining maturity or earlier redemption, whichever is sarlier.
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Dacambar 31, Decemnber 31,
2013 2012
Mols Rupees in '000
21 SURPLUS ON REVALUATION OF ASSETS - MET OF TAX
Surplus on revaluation of securitias 21:1 334,702 B 40T
Surplus on revaluation of propertias 212 73,199 75617
407,501 160,074
211 Surplus { (Deficit] on revaluation of securities
Federal Government Securities
Market Treasury Bills (4,283) 1,286
Pakistan Imvestment Bonds {45,742) -
GOP ljare Sukuks 14,926 5 0BG
Fully pald-up ordinary sharas
Listed companies 547422 148,477
Term Finance Certificate, Debentures,
Bonds and Participation Term Certificates
Term Finance certificates - Listed 2,098 111,593)
- Unlisted {2,546) (15,708)
Sukiks (as) {213
Other Investments
Units of Mutual fund - closed end | TFAS5] [ 1,622
10.1 514,925 129,857
[referred tax liability recognised 13 (180,223) [45450)
334,702 84,407
21.2 Surplus on revaluation of properties
Surplus on revaluation of properties 213 100,075 | 103,795
Deferred tax lisbility recognised 13 | {25,876} [ 128.178)
73,199 75617
21.3 Reconciliation of surplus on revaluation of properties -
At beginning of the year 103,795 157157
Surplus realized on acoount of ncremental depreciation - net of tax (3,720) {2.720)
Surplus realized on disposal of properties - 149,647}
At end of the year 12327 100,075 103,725
23 CONTINGENCIES AND COMMITMENTS
221 Direct credit substitutes -
22.2 Transaction-ralated contingent liabilities
Guarantoos favouring
Government 7,897,923 7,490,282
Banking companies and other financizl institutions 484,069 160,531
Others 2,262,787 1,705 467
22.3 Trade-related contingent liabilities
Letiers of Credit and Acceptances 3,015,850 4 589,144
22.4 Claims against the bank not acknowledged as debt 267,532 337,233
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2241

221.4.32

215

21.6

22.7

228

23

Thess represent recovery sults filed by various parties In which the 8anlt s a direct or indirsct defendant

Suits fior damages of Rs. 872 billion (2012 Rs. 850 billion) have been filed agamst the Bank by vanious borrowers / employessin
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 respanse ta the recovery suits fled 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 suits,

Ot of these, two suits amounting to Rs. 847.5 billion filed in résponse to recovery suits previously filed by the Bank stood decreed
I favour of the Bank and the defendants' appeal in respect thereof was dismizsed by the High Court, Thereafter the defendants filed
appeal in the Honorable Supreme Court which was subsequently withdiawn by thedefendants themselves, As the date of the
finarcial statatements, execution proceedings intiated by the Bank are in progress in the High Court.

Dacember 31, December 31,
2013 2012
Commitments In respect of forward contracts Rupeas in '000
Farward Exchange contracts with State Bank of Pakistan,
banks and other institutions
Sale 3,134,530 5,174,393
Purchase 9,622,107 10,523,822
Claims against the bank by Competition Commission of Pakistan and Others 35,000 35,000
Commitments in respact of
Property, civil work & equipment 8,510 2461
Purchasa of Hardware / Sofiwara 36,772 85,761
45,282 83222

The Bank makas commitmeaents to extend credit in the normal course of its businass but these being revocable commitments do not
attract any significant penalty or axpensa ifthe faclity s umlaterally withdrawn.

DERIVATIVE INSTRUMENTS

A derivative financial instrument is a financial contract between two parties where payments are dependent upon moyvements in
price in one or mare underlying financial instruments, reference rates or indices. The principal derivatives used by the Bank are
farward foreign exchange contracts and equity futures, The Bank at this stage does nat engage in interest Rate Swaps, Forward Rate
Agreements and Foreign Exchange Cptions.

A forward foreign exchange contract Is an agreement to buy or sell a specified amount of foreign currency en a specified future date
at an agread rate. Equity futures are exchange traded contractual agreements o either buy or self a specified secunty at a specific
price and date in the future. The Bank enters into these contracts for the purposes of squaring currency [ eguity positions.

All derivativas are recognized at thair fair value. Fair values are obtained from qguoted market prnices in active markets. Derivatives
are carried in the balance sheet as assets when their fair value s positive and as liabilites when ther fair value is negative.

Credit risk in respact of derivative financial instruments arses from the potential for a counterparty to default on its contractual
obligations. Tha principal amount of the demvative contract does not represent real exposure to credil risk, which is limitad to the
positive fair value of instrument,

The detalls of commitments under Torward forsign exchange contracts outstanding at yvear-end have been given In nots 22.5, There
was no equity futures position at the year end.
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Decambar 31, December 31,
2013 202

Nota Rupgas in '000
24 MARK-UP / RETURN / INTEREST EARMNED
On loans and advances to:

1} Custamers 6,160,622 6,852,585
i} Financial Institutions s -

On investmeants in:

i) Held-for-Trading Securities 37,939
iy Available-for-5ale Securitles 1,303,095 1.382222
i} Held-to-Maturity Securities 116 [ 123,808
1.341,150 1,536,030
On depasits with financial institutions 578 380
On call maoney lendings 3,861 16,202
On securities purchased under resale agresmeants 118214 1783585
7622425 B 583 568
15 MARK-UP / RETURM / INTEREST EXPENSED
Deposits 4,196,462 5. 099,507
Securities sold under repurchase agreements 295,213 633,803
Call bormowings 365,493 302,236
Barrawing fram State Bank of Fakistan under expart refinance scheme 264,313 291,686
SWAP monsy market expense 330,487 345,592
Others 10,701 8,514
5,462,669 6681338
6 GAIN / (LOSS) DN SALE OF SECURITIES - MET
Federal government securifies
Market treasury bills 15,702 10.948
Pakistan Investment bonds (24,533) {B,058)
GOP ljara Sulek Bonds 25,059 19,823
Shares - Listed 151,618 58,305
Term finance certificates 1,284 3,441
Mutual funds 687 (78
169917 84,381
27 OTHER INCOME T
Renton property 15074 12,027
Gan on sale of property and equipment - net 125 56,276 22884
Income from non-banking assets and profit from
sale of or dealing with such assets 27 44,475 28,455
Postage, telex and ather service charges recovered 38,349 29,503
Trade business rebate 49,231 47338
Pakistan remittance initiatives Income 30,002 6,753
Othars 46,213 18,444
279,610 165,804
271 In the current vear, the Bank sold properties having hook value of Rs. 1,066 million for Bs 1,117 million,
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December 31, December 31,
2013 2012
HNote Rupeas in ‘000
28 ADMINISTRATIVE EXPENSES
Salanies, allowances and other benafits 2,049,788 2,115,439
Charge for defined benefit plan 35.1.3/28.2 50,445 50,045
Contnbution to defined contribution plan 3152 59,960 63,043
Mon-executives directors fees, allowances and other expenses 26,285 23990
Rent, taxas, insurance, electricity, ste. 610,504 564,585
Leoal and professional charges 285,056 227218
Communications 162,772 129,012
Repairs and mamtenance 215,120 166,706
Stationery and printing 22,309 36,565
Security charges 66,744 56,794
Advertiserment and publicity 64,902 B1323
Donation - 200
Diepreciation 12.2 407,075 387415
Amortization of intangible assets 123 85,499 75,683
Auditors' remuneration 28 7,611 5110
Fual and travelling expenses 133,478 101,551
Brokerage and commission 8,106 7,03
Subscriptions and nawspapsrs 10,971 9,562
Entertainment 34,509 24710
Others 76,793 87,507
4,407,927 4,213,555
28.1 Auditors' remunaration T
Annual audit feeo 2,090 1,900
Half yearly review 880 500
Special certifications 3.865 2,000
Dut-of-pocket expenses 776 410
7611 5110
28.2 It includes gratulty paid in respect of outsourced staff armuonting tofls, 0.579 million.
29 OTHER (REVERSAL) / PROVISIONS /WRITE OFF5
Reversal of Provision - rat 14.3 {119,000) (148,500)
iwrite offs 6,551 -
{112,445) (148,500
30 OTHER CHARGES — ———~
Penalties imposed by SBP 0.1 62,483 1,021
Operational loss 709 4012
Worker's Welfare Fund - 0,560
Impairment in value of Non-Banking Assets 20,269
83,461 11,593
320.1 This represents penalties imposed by SBP on vanous non-compliances related to rules and regulations
31 TAXATION
Current
for the yvear = |
prior year - | 92,322
- 53571
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December 31, Decamber 37,
2013 2012
Mot= Rupees in '000
Deferred
for the year 313 371,516 | [ 184885
prior year ] [ {23,203]
__371,316 52676
371,516 184,998
31.1 Relationship betwean tax expense and accounting profit
Lass before tax (1,528,078} 1529,269)
Tax rate —EEE —3‘."%
Tax at applicable rate (534,827) 1185,244)
Minimuim tax - {92323
Permanent difference 28,963 359
Creferred tax asset written off / adjusted 119,542 G209
Others 14,806
~ (371,516) (184,998}
31.2 The income tax retums of the Bank have besn submitted up to taxyvear 20132, The Bank has filed appeals before (ATIR) against centain

disallowanes amaunting to Rs 1,996 million made by Tax officer for assessmoent [ tax yvear(s) 2000-2007, 200712002, 2002-2003 and
2004. The disallowances amounting to Bs. 582 millien in respect of tay year 2003 and 2096 are pending at JIR (4). The management
is canfident that the outcome of these appeals would be in favaur of the Bank.

31.3 The Bank's return in respect of AJK operations haye been submitied up te and including tax year 2013, Certain appeals were filed
before the various appellate forums which are pending for adjudication. The Management is confident that the cutcame of these
appeals would be in favour of the Bank.

December 31, Cecember 31,
1013 2012
Mots Rupees in 000
32 LOS5 PER SHARE - BASIC AND DILUTED
Lass after taxation for the year (Rupees in '000) 1,156,562 344.271
Weighted average number of ardinary shareas {in '000} 2,671,605 2.671,605
Lass per share - Basic and Diluted [Rupes) (0.43) 0.13)
33 CASH AMD CASH EQUIVALENTS
Cash and balances with treasury banks 7 5,361,695 4,006,569
Balances with other banks B 226,184 85,002
5,587,879 4081571
Decamber 31, December 31,
2013 2012
34 STAFF STRENGTH Mote Mumber of persons
Ferrnanent 1,271 1,260
Temporary/ Contractual basis ) 28 35
Bank's own staff strength at the end of the year 1,239 1,295
Dutsourced 341 1.647 1,455
Total staff strength ; iﬂﬁﬁ -'-‘_','J 50
34 This excludes outsourced secunty gaurds and commission based agents,
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35
5.1

35.11

35.1.2

STAFF RETIREMENT BENEFITS

Defined benefit plan

As disclosed in notes 4.1.2 and 6.70.2, the Bank operates an approved gratuity scherme for all its regular amployees. The entitiement
of the employees will start on completion of five years with the Bank beginning from January 07, 2005, Projected Unit Cradit Actuarial
Cost Method has been used for actuanal valuation dated Decernber 31, 2013, The financial staterments of the fund are separately
prepared and audited and are not included as part of these financial statements, Contribution funds are placed with bank account

maintained with Silkbank in super profit scheme at a rate of 15%,

Amount racognized in the balance shaet:

Present value of the defined benefit obligation
Less: Far value of the plan assets

Asset

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

As at January 1, 2013
Current service cost
Interest cost / (income)
Company contributions
Benefits paid

Remeasurements recogrised in other comprehensive incame:
Loss due to change in fimancizl assumptions
Lass due to change in demagraphic assumptions
Gain due to changes in experience adjustment
Return on plan assets excluding amounts included in interést income

Asat December 31, 2013

Asat January 1, 2014
Current service cost
Interest cost / (income)
Company contributions
Benefits paid

Rermeasurcmaonts recognised in other comprahensive income:
Gain on obligations
Return on plan assets over intarest iIncome gain

Asat December 31, 2012

December 31, December 31,

2013 2012
[Resiatedy
Note Rupees in "000
35.1.2 251,241 233640
35,12 (291,806) (262.753)
~ (40,565) (29,113)
2013
Present value of Fair value of Total
defined benefit plan assets
obligation
- Rupees in '000
133,640 (262,753) (29,113)
53,162 - 53,162
30,024 (33.320) (3.296)
= (49.866) (49.866)
(23.227) 33,227 -
240 - 940
6B7 - 687
[33,985) - (33,9B5) |
U= 20,906 20,906 |
(32,358) 20,906 (11,452)
251,241 (291,806) (40,565)
- 2012 [Restated]
Present value of Fair value of Total
defined benefit plan assets
obligation
i bbb RipeEs 17000
1751732 [190.36%) {17,150}
51412 = 51412
25,735 (27,901} 11,308)
- {50,046 {50,046)
{18,731 18,737 -
(3,949) [ (3949)
(13,974} |
(13,974)

(262,753)




Notes to the Financial Statements

for the year ended December 31, 2013

Dacambar 31, December 31,
2013 012
35.1.32 Amount recognised in profit and loss: Note Rupeas in ‘000
Current senvice cost 53,162 51412
Met mnterest {3,296) 11,368)
28 49 866 50045
35.7.4 Movement in llability:
Met defined benefit asset at the beginning of the year (22,113) 111,180
Charge for the year 3513 49,866 50,046
Remeasurements - gains recognized in OCl during the year 3512 (11,452) {17,523)
Contribution by bank 35.1.3 (49,B66) {50,048)
Met defined benefit asset at the end of the year Ii "[_4'5:'5'6-5[ 35,113)
35.1.5  Actual return on plan assets 12,414 41,075
Decembar 21, December 31,
2013 012
35.1.6 Principal actuarial assumption ‘
Discount factor used (% per annum) 12.75% 12.00%
Expected increase in eligible pay (% per annum)® 11.75% 11.00%
Mormal retirement age (years) 60 vears 60 years

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

35.1.7  The discount rate of 12.75% {per annum compound) is representative of yields on Pakistan Investment Bonds and high guality term
finance certificates,

35.1.8 The cxpected charge for the year 2014 is Rs: 45,82 million.
35.1.9  The sensitivity of the defined benefit obligation to changes In the welghted principal assumptions is:

Impact on defined benefit obligation

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

The aboyve sensitivity analysis are based an a change in an assumption while holding all other assumptions constant, In practice, this
1% unfikely 1o occur, and chanaes in some of the assumphions may ba correlated. When calculating the sensitivity of the defined
benefit abligation to significant actuarial assumptions the same method {(present value of the defined benefit abligation calculated
with the Projected Unit Credit Actuartal Cost Method &t the end of the reporting period! has basn applied as when caleulating net
defined benefit assat recognised within the statement of financial position,

Dacember 31, December 31

2013 2

Rupeaes in 000
35.1.10 Compaosition of fair value of plan assets

Pakistan Investment Bands 204,592 184,259
Tafm Finance Certificate 37,773 25,158
Cash and cash equivalents 40,842 45,792
Mational Investment Trust Units 8,599 754
2?},_!06 IIEIE.?EIJ

35.2 Defined contribution plan

The Bank operates an approved funded contributory provident fund for all its permanent employees to which equal manthiy
contributions are made bath by the Bank and the employees at the rate of 8.33% of basic salary. The financial statements of the fund
are separately prepared and audhted and are not included as part of these financial statements. Contribution funds are placed with
bank account maintained with Silkbank in super profit scheme at a rate of 10%,
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Decamber 31, [ecember 31,
20713 2012
Hote Rupees in '000
Bank's contribution 28 59,960 63,043
36 COMPENSATION OF DIRECTORS AND EXECUTIVES
2013 12 2013 T2 2013 2012
President [ Execiitive
Chief Executive Directors Executives
Rupeas in ‘000
Managerial remuneration 30,556 23,861 25,667 25,083 457 451 543,218
Charge for defined benafit plan 2,545 T A48T 2,138 2,089 41,438 539 685
Contribution to defined contribution plan 2,545 7 487 2138 2,089 41,438 35,686
Rent and house malntenance 15,278 14,4931 12833 12544 248,727 268,611
Medical 3,056 T 986 2567 1539 49,785 531711
Others 8,590 18,772 7057 14115 195,440 261,737
62,570 71,524 52,400 58457 1074239 1,206,651
Mumber of persons remained during the year 1 1 1 1 370 382

The Chief Executive, Executive Director and Executives are provided with free use of bank provided cars. Executive means employees,
other than Chicf Executive Officer and directors, whose basic salary exceeds five hundred thousand rupees in a finandal vear,

37 FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value iz the amount for which an asset could be exchanged, or a lability settled, between knowladgeable willing partiesin an
arrm'slength transactian.

The fair value of traded Investments is based on quoted market price. Fair valueof unqueted equity Investments is determined on
the bass of break-up value of these investments as per the latest availlable audited financial statements, less impairment (If any).

The fair value of foeed torm loans and advances, other assets, othar liabilities and fixed term depaosits cannot be-calculated with
sufficient reliabelity due to absence of cument and active market for similar assets and liahilities. Loans and advances are reduced
for any impairment against non-performing advances determined in accordance with the Bank's accounting policy and Prudential
Reguiations detalled innotes 6.5 and 11.3

Ihe effective yield /interest ratas, matunty and repricing profile are stated in notes 41.2.2 and 41.3.7 respectivaly.

In the opinion of the management, the fair value of the remaining financial assets and liabilines are not significantly different from
their carmying valua since assats and llabilities are either short term in nature or in the case of customer loans and deposits are

frequently repriced.
38 SEGMENT DETAILS WITH RESPECT TO BUSINESS ACTIVITIES
For management purposes the Bank is organized inta following major business segments:

-Wholesale Banking *
- Cansurner / SME Banking *

All assets, liabilities, off balance sheet items and ivems of income and expanse are distnbuted In primary segments in accordance

with the core functions performed by the business groups.
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2013

Total income - net

Total expenses

Met loss

Seqment Assets (Gross)

Segment Mon Performing Loans
Segment Provision Required

Sogmant Liabilities

Seqment Return on net Assets (ROAD (%49)

Segment Cost of funds (%)

2012 (Restated)

Total income - net

Total expenses

Met income / (loss)

Segment Assets [Gross)

Segment Non Performing Loans
Sagment Provision Required

Segment Liabilities

Segment Beturn on net Assets (ROA) (%)

Segment Cost of fund (%)

*These include Islamie banking business (far detalls refer Annexure |1,

RELATED PARTY TRANSACTIONS

Wholesale Consumer / Total
Banking SME Banking
Rupeses in ‘000
822,456 2,661,880 3,484,336
{1,101,988) {3,910,428) (5,012,414)
{279,530) {1,248,548) {1,528,078)
60,802,789 36,516,297 97,319,086
6,236,754 3,635,232 9,871,986
3,613,311 1,903,259 3318770
22,792,819 62,332,309 85,125,128
-0.73% =3.93%
2.67% 2.92%
B44 573 2122321 2,966,594
{464,601 (3,0531,562) [3,456,163)
3795872 {905,241) (529,269}
60,958,156 33,207 437 94,205,633
7,366,746 3450211 10,816,957
3,863 817 1261333 5125139

20,206,996
1.0:0%
11.41%

63,500,789
-281%
7 A

83,707,785

Related partes compnse of directors, major shareholders of the Bank and the companies owned by such shareholders, entities owned
by the directors of the company, companies where directors of the bank also hold directorship, associates, key employess and entities
that have key management persannel in common and emoloyes benefit plan.

Transactions with relatad partios are carried out In the nofmal course of business at agreed terms athar than those transactions
which are made under the terms of employment, the majority of the transactions with related parties comprise of loans and advance,

deposits, issuance of letter of credits and guarantees.

chvances for the house bullding, cenveyance and for personal use have alse been provided to the staff and executives at the reduced

rates in accordance with the employment and pay policy.

Transactions with associate and key management are also executed substantiaily on the same terms or a5 per the employment terms

{note 12.5.1).

Detalls of transactions with related parties and balances with them as at the year-end were as follows
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December 31,2013 December 31, 2012
Key manage Assodiated ey manage  Assooated
Directors -ment companies &  Directors -ment COMpanies &
personngl  common personnel  common
& Others directorship — S:I:I'r.ners directorship
Rupaas in "000
Balances
Loans
Loans outstanding at beglnning 1,871 20,560 57,9718 21,3949 11,849
Loans ghven durning the vear 250 29,393 3,361,797 1.871 18661 3507545
Loans regaid during the year (125) (45,944) (3,123,648) (27,3949 (18,950) (3,450,028
Loans outstanding at the and of tha year 1,996 4,009 296,067 T.871 20,560 57,218
Deposits
Deposits at Bbeginning 13,726 178,411 142,790 18,535 78,103 668,925
Deposit received during the year 509,817 1,847,050 1,268,140 321,856 1,706,837 971,825
Deposit repaid during the year (485.521) (1,577,122} (1,301,362) (3266585) (1,606519) (B95,061)
Depaosits at the end of the year 28,022 248,339 109,568 13.726 178411 142,790
Investments - Sharas
At the beginning of the yaar .
[rvestmant made during the yea . . 284,354
Fedeamed / Impaired during the year . . (76,879)
Investments at the end of the year - - 207475
Transactions
Shart tarm employmeant benefits 105,532 arzin - 120,825 571,849
Termination benefits 8,367 28,360 - 9154 38,544
Mark-up earned 250 1,754 105,256 344 3,102 27447
Mark-up paid an deposits 2,155 5945 7,823 452 702 11,651
Services rendered f goods supplied 25818 124815 138410 25314 126,932 121,848
39.1 Drepasits of employees Provident Fund and employees Gratulty Fund - Bs.84 million (2012: 98 milllon} carnes mark-up at the rates
ranging from 10% to 15% (2012: 10% to 153}
40 CAPITAL ASSESSMENT AND ADEQUACY

40.1 Scope of Applications

State Bank of Palestan vide circular # BPRD & dated August 15, 2013 revised and updated Basel Il Framework in accordance with
Bassl-lll capral refarmss and clarifications to further strengthen capital related rules,

The Basel-lll Framework is applicable to the Bank on a stand alone basis and the Bank has adopted the Standardized approach for
Cradit and Market Risk and Basic Indicator Approach for Operational Risk while using the simple approach for Credit Risk Mitigation
as per SBF guidelines. Savdi Pak Insurance Company Limited [(SPICL) s an associate of Sllkbank mitad which has net been considerad
far consolidation both under accounting and regulatory scape of cansolidation. Sllkbank limited owns 23.07% Investmeant In sharas
of SPICL due to which the Bank has acquired significant influence, but not contrel, over financial and operating policies af SPICL

40.2 Capital Management

Objective of capital management:

The Bank manages its capital to attaln following objectives and goals:
Ta comply with statuary capital regquirements set by regulatars and comparable with pears;
Ensuring sufficient liguidity to suppart Its financial obligations and execute its operating and strateqglc plans;
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- Maintaining healthy hiquidity reserves and access to capital;

- To mitigate all expected and unexpected |osses to keep institution a going concem so it can continue to provide adeguate returmn
to share holders; and

- To extend credit to support growth even in adverse and stressed economic environment.

Statutory Minimum Capital Requirement and Capital Adequacy Ratio

The State Banl of Paklstan (SBP! vide BSD Clrcular Mo, 7 dated Aprl 15, 2009 has set the Minimum Capital Requirement (MCR) for
Banks of Rs, 10 billion (net of lasses) for all locally Incorporated banks to be achieved up to December 31, 2013, The Banks are also
required to maintain a Capital Adequacy Ratio {CAR) of at least 10% of the risk weighted assets of the Bank, The capital of the Bank
{net of losses and discount on shares) as of December 31, 2013 amounted to Rs, 3.90 billion excluding general reserves of Rs. 162
million and convertible preference share of Rs. 2.2 billion. The CAR of the Banl as at December 31, 2013 Is 6.93%,

In order to meet the shartfzll from reguired CAR of 10% and MCR of 8s. 10 billilon 2nd improve the financal condimion of the Bank,
the Bank and Sponsors of the Bank have proposed to take steps as mentioned innote 1.3,

The capital adequacy ratic of the Bank was subject to the Bazel || capital adeguacy guidelines stipulated by the State Bank of Pakistan
thraugh its eircular BPRD Circular No. 06 of 2013 dated August 15, 2073, Thesa Instructions are effective fram December 31, 2013

In a phased manner with full implementation intended by December 31, 201 % Under Basel Il guideiines banlks are reguired to
maintain the following ratios on an ongoaing basls

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

Ratio Year Feson Dec 31
2013 2014 2015 2016 2017 2018 2019

| CETI 5.00% 5.50% 6.00% 6.00% 6.00% B.O0%|  6.00%|
ADTI 1.50% 1 .50% 1.50% 1.50% 1,500 1.50% 1.50%)|
Tier 1 £.50% 7,000 7500 75004 7 500 7.500 7.50% |
Total Capital 10.00% | 10.00% | 10.00% | 10.00% | 10.00% | 10.00%| 10.00%
*CCB - - 025% | 0.65% | 275% 1.90% 2.50%!
Total Capital plus CCB 10.00% | 10.00% | 10.25% | 10.65% | 11.28%  11.90%| 12.50%

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

Common Equity Tier 1 capital (CET1}, which includes fully paid up capital, balance in share premium account / discount on issue of
right shares, general reserves, statutory reserves as per the financial statements and net unappropnated profits after all regulatory
adjustments applicable an CETT {refer to note 40,3},

Additional Tler 1 Capital (AT 1), which includes perpetual non-cumulative preferance shares (which are allowed to be included in Tier
| Capital as per BPRD/CS/2900/13 dated March 13th, 2013) after all regulatory adjustments applicable on AT1 {refer to note 4031,

Tier 2 capital, which includes Subordinated debt/ Instruments, general provisions for loan losses (up to a maximum of 1.25 % of cradit
risk weighted assets), gross reserves on revaluation of fixed assets and equity investments upto a maximum of 45% of the balance
and fareign exchange translation resenves afier all regulatery adjustments applicabla on Tier-2 (refer to note-40.3).

Banking operations are categorized as either trading book or banking book and risk-welahted 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 exposuraes, The total risk-weighted exposures compnise of the credit nsk, market nsk and operational nsk

The Bank uses raputable and SBP appraved rating ageneies for deriving risk welght to specific credit exposures. These are applied
consistently across the Bank credit portfolio for both on-halance sheet and off-balance sheat exposures.

For domestic claims, External Credit Assessment Institutions (ECAlS) recommended by the State Bank of Pakistan (58P), namety
Pakistan Credit Rating Agency Limited (PACRA}and JCR-VIS Credit Rating Company Limited (JCR-VIS! are used, For claims on foreign
entities, ratings assigned by Standard and Poor's, Fitch and Moody's are used, Foralgn exposures not rated by any of the aforementioned
rating agencies were categorized as unrated.
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Exposures | | 2013

! JCR | PACRA S&P FITCH | Moody's
Carporate | | ¥
Banks | | 4 { LN AN ¥

SBP incheative mapping process as instructed in SBP circular "Minimum Capital Requirements for Banks and DFIs™ (indicated In table
below} was used to map alphanumeric ratings of PACRA, JCR-VIS, 5&P's. Moady's, Fitch Ratings, and nurmeric scores of ECAs, to SBP

rating graces,
Mapping to SBP Rating Grades

Long-term rating grade mapping

S8F Rating Grade PACRA JCR-VIS ‘ HTCH S&P MOOEY'S ECA Scores
L AMA | Ahh AAA faa 0,1
1 Al A+ [ AL Af+ Aal
' AR AR | AA AA Aaz
AA AL A AA 433
At At | At At Al Z
2 A A | A A A2
A- i | A- A A3
BBEB+ BEE+ BEb+ BEE+ Baal 3
3 BEB BE8 | BEB BEB BaaZ
' BBE- BEB- |  BEE- BEB- Baal
BE+ BB+ | BB+ BB+ Bal 4
4 BB BB | BB BB RaZ
BE- BE- [ BB- BE- Bad
B+ B+ | B¢ B+ Bl 56
5 B B | B B B2
8 B- [ B- B- 3
& CCC+ and Below CCC+ and CCC+ and CCC+ and Caaland 7
Below Below Belowy Below
Short-term rating grade mapping
SEP Rating Grade PACRS JCR-YIS FITCH S&F MOooDY's
51 A Al F1 A1+, Al P-1
52 A2 A2 F2 A2 p-2
53 A-3 A-3 F3 A3 __Pa3
54 Others COthers Others Others Dthers
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Capital Structure

Dacember 31,

Note

Amount

e

2013
Rupees in' 000
Amount su.h:ieﬂ [
to Pre - Basel Il
treatment®

Decembar3],

2012

Amount

Common Equity Tier 1 capital (CET1): Instrumeants and reserves

Fully Paid~up Capital/ Capital deposited with S8P

Balance in Share Premium Account

Reserve for issue of Bonus Shares

General/ Statutory Reserves

Galn/{Losses) an dertvatives held as Cash Flow Hedge

6 Unappropnated/unremitted profits! (losses!

Minarity Interests ansing from CET1 capital instruments issued to third
party by consolidated bank subsidiaries (amount alowed I CETT
capital of the consolidation graup)

8 CET 1 before Regulatory Adjustments

ol w R

|

Cornrman Equity Tier 1 capital: Regulatory adjustrments

9  Goodwill inet of related deferred tax liabality)

10 All other intangibles (net of any associated deferred tax lability)

11 Shortfall of provisions against classified assets

12 Deferred tax assets that rely on future profitability excluding thase arlsing
frem temporary differences (net of related tax habifity)

13 Defined-benefit pension fund net assets

14. Reoprocal cross holdings in CET1 capital instrumenits

15 Cash flow hedge reserve

16 Investrment inown shares/ CETT instruments

17 Securitization gain on sale

18 Capital shortfall of requlated subsidiaries

15 Deficit on account of revaluation from bank's holdings of property! 4FS

20 Investrments in the capital instrurmerits of banking, financdial and insurance
entitias that are outside the scope of regulatary consalidation, wheare
thebank does not own more than 10% of the issued share capital
famount above 10% threshold)

21 Significant Investments in the capital instruments issued by banking,
financial and Insurance entities that are outside the scope of regulatary
consolidation (amaunt above 10% threshold)

32 Deferred Tax dssets arising from temporary differences [amount above
10% threshold, net of ralated tax liability)

23 Amount exceeding 15% threshald

24 ofwhich: significant investments in the common stocks of financdal antities

25 of which: deferred tax assets arising from temporary differences

Jo Mational specific reguiatory adjustments applied 1o CETT capital

27 Investrment in TFCs of other banks exceading the prascribad limit

28 Any other deduction specfied by SEF imenhaon details)

29 Regulatory adjustment appiied 1o CET1 due to insufficient

AT1 and Tler 2 to cover deductions

30 Total regulatory adjustments applied to CET1 (sum of 9 to 25)

Common Equity Tier 1 (a)

40.3.1

26,716,045
(13.234.674)

162,762

(10,404,756}

3,189,350

(407,851)
{178,356)

(586,207}

2,603,143

26,716,048
(13.254.674)

162,762

(9.478.313)

4,315,823

(278,721)
(210,706)

1,240,549

190,710

(24,018)

7,385,959
175,140

(713,443)
3,602,380
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MNaote

Additional Tier 1 (AT 1) Capital

31 Qualifying Additional Tier-1 Instruments plus any related share premium

32 of which: Classified as equity

33 of which: Classified as liabilities

34 Additional Tiar-1 capital Instruments issied by consolidated
subsidiaries and held by third parties (amount allewed in group AT 1)

35 of which:instrument issued by subsidiaries subject to phase out

36 AT before regulatory adjustments

Additional Tier 1 Capital: regulatory adjustments
17 Investment in mutual funds exceeding the prescribed linit
[SBF specific adjustment)

38 Investment inown AT capital instruments

33 Raciprocal cross holdings in Additional Tier 1 capital instruments

40 Investments in the capital instruments of banking, financial and
Instirances entitias that are outside the scope of regulatery consolidation,
where the bank does not own more than 10% of the issued share capital
famount above 10% threshold)

41 Significant investrments inthe caprial instruments issued by banking,
financial and insurance entites that are outside the scope of
regulatory consolidation

42 Portlon of deduction applicd 50:50 1o core capital and supplementary
capital based on pre-Basel |l treatment which, during transitional period,
remain subject to deduction from tier-1 capital

43 Regulatory adjustmenits apphed to Addional Tier 1 due to
inzufficiant Tier Z to cover deductions

44 Total of Regulatory Sdjustment applied 1 AT1 capital

45 Additional Tier 1 capital

46 Additional Tier 1 capital recognized for capital adequacy (I}

Tier 1 Capital (CETT + admissible AT1) (c=a+h}

Tier 2 Capital

47 Qualifying Tier 2 capital instruments under Basal 1|

48 Capital instruments subject 1o phase out arrgngemaeant
from tier 2 (Pre-Basel Il Instruments)

4% Tier 2 capital nstruments issued to third party by consolidated
subsidianes [amount allowed in group tier 2)

50 of which: instroments issued by subsidiaries subject to phase out

51 General Frovizions or general reserves for loan losses-up to
maximurn of 1.75% of Credit Risk Weighted Assats

52 Revaluation Resarves

23 of which: Revaluation reserves on Property 40,31

54 of which; Unrealized Gains/Losses on AFS

55 Foreign Exchange Transiation Reserves
56 Undisclosed/Other Reserves (if any)
57 T2 before regulatory adjustments

ts

Decamber 31, Decamber 31,
2013 012
Rupeas in " 000
Amount subject
Amount | toPre-Basellll | Amount
treatment®
2,200,000
2,300,000
137,250)
{31, 280]
_ 2164710
780,843 : :
3,384,086 3,602 380
300,210 158,769
445105 441,778
e Bl 58438
972,031 656,384
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December 31, Decembar 31,
2013 2012
Mote Rupecs in' 000

Amount subject
Amount | to Pre-Basal lll Amount

treatment®

Tier 2 Capital: regulatory adjustments
58 Portion of deduction apphed 50:50 to core capital and supplementary

capital based on pre-Basel |l treatmant which, duning transitional

period, remam subject to deduction from tier-2 capital (31,290 (24,076
558 Reciprocal cross holdings in Tier 2 instrurments =
&0 Investrent in own Tier 2 capital instrument
£ |nwestmients in the capital instrumerits of banking, finandal and

nsurance entities that are outside the scope of regulatory consolidation,

where the bank does not own more than 10% of the issued share capital

(amount above 10% threshaold)
82 Significant investments in the capital instruments issued by banking,

financial and insurance entities that are outside the scope of regulatory

consolidation -
63 Amount of Regulatory Adjustment applied to T2 capital (37,250} (24.016)
B4 Tier 2 capital (T2}
65 Tier 2 capital recognized for capital adequacy S40,741 |
B6 Excess Additional Tier 1 capital recognized in Tier 2 capital 881,459!
67 Total Tier 2 capital admissible for capital adegquacy {d} 1,822,200 634368

TOTAL CAPITAL (T1 + admissible T2) [e=c+d} 5,206,266 4,236,748

Tatal Risk Waighted Assets {=f+g+h) | 75,175,172 74,516,312
68 Total Credit Risk Weighted Assets if) 65,051,837 o4, 788426
o9 Risk weighted assets in rospect of amounts subject

1o Pre-Basel |l Treatment
70 of which: recognized portion of investment in capital of banking,

financial and insurance entities where holding is more than 10%

of the [ssued comman share capital of the entity
71 of which: deferred tax assats
72 af which: Defined-benefit pension fund net assets
73 of which: [insert name of adjustment]
74 Total Market Risk Weighted Assets iql 3,577,081 4597 ,815
75 Total Operational Risk Weighted Assets {h) I_5,54E|,15-4 4735071
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[Current Year) {Prior Year|
MNote Rupees in ' 000
| Amount subject |
Amount | to Pre-Basel Il
treatment®
Capital Ratios and buffers (in percentage of risk weighted assets)
78 CET1 to total AWA 12T J46% -
77 Tier-1 capital to total RWA {c/h) 4508 ENELS
T8 Total capital to RWA = £.93% 5 B9%;
79 Bank specific buffer requireament (minimum CET1 requircment
plus capital conservation buffer plus any other buffer reguirement]
80  ofwhich: capital conservation buffor requirement
81  of which: countercyclical buffor reguirement
82  ofwhich: D-3IB or G-SIB buffer requirement
83 CET1 available to meet buffers
(a5 a pereentage of risk weighted assets)

Mational minimum capital requirements prescribed by SBP
84 CET1 minimum ratia E.G'J%I
85 Tiar 1 minimum ratio 6.50% -
26 Total capital minimum ratio 10.00% 10.00%:

Amounts below the thresholds for deduction (before risk weighting)

87 Mon-significant investments in the capital of other finencial entities
88 Significant investrnents in the common stock of financial entities
89 Deferred tax assets ansing from temporary differences

[net of related tax hability)

Applicable caps on the inclusion of provisions in Tier 2

90 Provislons eligible for Inclusion in Tier 2 In respect of exposures
subject to standardized approach (prior to application of cap) 300,210 158,169
91 Cap an inclusion of provisiens in Tler 2 under standardized approach
92 Provisions ellgible for incluslon in Tier 2 In respect of exposures
subject to internal ratings-based approach (prior to application of cap!
93 Cap for inclusion of provisions in Tier 2 under infernal ratings-based approach

40.3.1 In 2017, the Bank acquired the Central Office Karachi Property for Rs. 248 billion from Mds Anf Hablb Equity (Private) Limited, The said
property was sokd to Arf Habib Equity (Private) Limited for Rs, 2 bilhon through an agreement To sell dated 22 June 2010, The transaction
was necessitated due to long term needs of the Bank for such proparty and plans of Arf Habib Equity (Private) Limited for the said
Property.

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, 2017, have advised the Bank to reclassify 50% of the gain realized on sale of the said property (including armount transferred from
revaluation surplus to accumulated loss) for capital adequacy calculaton purposes as part of Tier-2 capital with treatment similar to
Revaluaton reserves. Accordingly, an amount of Rs. 877,237 million has been transferred from Accumulated toss to Revaluation reserve
[eligible upto 45%) as Tier Il Capital for Captal adequacy calculation, Total Capital Adequacy Ratio at 31 December 2012 has been
adjusted accordingly,
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Balance sheet as in Under reguiatory

published of scope of consolidation .4
Financial statements As at period
As at period end end
40.4 Capital Structure Reconciliation Rupees in ‘000

Table:- 240.4.1
Assets
Cash and balances with treasury banlks 5,361,655 | 5,351,695
Balanced with other banks 226,184 | 226,184
Lending to financial mstitutions 446 859 446 859
|vestments 14,853,257 | 14,853,257
Advances 56,088,439 | 56,088,439
Operating fixed assets 4,651,552 4,691,552
Deferred tax assets 3839078 | 3,839,078
Other assets 6,293,252 | 6,293,252
Total assets 91,800,316 91,800,316
Liabilities & Equity _— =
Bills payable 3,747,400 3,747,400
Barrowings 11,381,975 11,381,875
Deposits and other accounts £9,433,452 | 69,433,452
Sub-ordinated loans -
Lizbilities against azsets subject to finance lease
Deferred tax liabilities
Other hiabilitles 1,562,301 | 1,962,301
Total liabilities 85,125,128 85,125,128
Share capital! Head office capital account 26,716,048 | 26,716,048 !
Discountan izsue of right shares {12.284.674)| (13,284.674)|
Reserves 162,762 | 163,762 |
Convertible preference shares 2,200,000 | 2,200,000 I
Unappropriated/ Unremitted profit! (losses) (9,526,845 {5,526,849)
Surplus on revaluation of assets L AR7e0] | __f;ﬂ.gﬂ_ﬂ
Tatal liabilities & equity 6,675,188 6,675,188
Table: 40.4 2
Assets 1
Cash and balances with treasury banks 5,367,695 | 5,361,655
Balanced with other banks 216,184 | 226,184
Lending to financial institetions 446 R5G 446 859
Investments 14,853,357 14 853, 257

af which: Mon-significant capital investments in capltal of othsr

fimancial institutions exceeding 1 0% threshald B a

af which: significant capital investments in financial sector

entities exceading regulatory threshold b

af which: Mutual Funds exceeding regulatory threshaold C

of which: reaprocal cressholding of capatal instrument G

of which: others (CAP 2 deductions under Basal ||

[50% from Tier-1 and 50% from Tier-2) ) 62,580 | BZ.580| e
Advances 56,088,435 | 56,088 439
shertfall In previsions/ excess of total EL amount over

aligible provisions under IRB f

general provisions reflactad in Tier 2 capltal 300,210 300210 g
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Balance sheet as in Under regulatory
published of scope of consolidation pgp
Financial statements As at period
As at period end end
Rupees in '000
Fixed Assets 46971,.552 4,691,552
Deferred Tax Azsats 3,839,078 3,839,078
of which: OTAs excluding those ansing from temporary difference - - h
of which: OTAs arising from temporary differences
exceading regulatory threshald I
Cither assets 6,2933252 6,293,252
of which: Goodwill - -]
of which: Intangikles - =l k
of which: Defined-benefit penision fund net asset | 1
Total assets 91,800,316 91,.800.316
Liabilities & Equity |-
Bills payable 2,747 400 2,747 400
Borrowings 11,381,975 1,381,575
Deposits and other accounts 65433452 89433452
Sub-ordinated loans - -
of which: eligible for inclusion in AT1 - -l m
of which: eligible for inclusion in Tier 2 - -l'm
Liabilities against assets subject to finance lease - -
Deferred tax lizbilities - -
of which: DTLs related to goadwnll - o
of which: DTLs ralated tointangible assets - -l p
of which: OTLs related to defined pension fund net assets - -l g
of which: other deferred tax liabilites - -l r
Other liakilities 1,562,301 1,562,301
Total liabilities 85,125,128 85,125,118
Share capital 26,716,048 26,716,048
of which:amount eligible for CET1 26,716,048 26,716,048 5
of which: amount eligible for 471 = 3 Wi
Discount on Issue of dght shares (13,284,674) 112,284,674|
Reserves 162,762 162,762
of which: portion eligible for Inclusion In CET1(provide breakup! 162762 162762 u
of which: partion eligible for inclusion in Tier 2 - -l v
Convertible preference shares 2,200,000 2,200,000
Unapproprizted profit! {losses) {9,526,849) (9,526,849) w
Minority Intersst
of which: portion eligible for Inclusion in CET1 - -l %
of which: portion eligible for indusion in AT1 - -1y
of which: portion eligible for Inclusion in Tler 2 - |z
Surplis on revaluation of assets 407,901 407,901
of which: Bevaluation reserves on Froperty 334,701 = i | R
of which: Unrealized Gains/Losses on AFS 73.159 73,195
In case of Defict on revaluation (deduction from CET1) - -| ab

Total Liabilities & Equity 91,800,316 51,800,316
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Table: 40.4.3

Component of Source based on
regulatory reference number
capital reported from step 2
; % i by bank
Cormmon Equity Tier T capital (CET): Instruments and reserves Rupees in ‘000
1 Fully Paid-up Capital! Capital deposited with SEP 26,716,048 ]
2 Balance in Share Premium Account {13, 284.674)
3 Reserve for issue of Bonus Shares
4 Genorald Statutory Reserves 162,762 (u}
5 Gain/f{Losses) an dervatives heid as Cash Flow Hedge
& Unappropriated/unremitted profits/(losses) (10,404,786} [w]
7 Minonty Interests ansing from CET1 c2prtal instruments issued to third
party by consalidated bank subsidianes (amount allowed in
CET1 capital of the consolidation group) | xh
8 CET 1 before Requlatory Adjustments 3,789.350
Comman Equity Tier 1 capital: Reguiatery adjustments ] _ —
8 Goodwill (net of related deferrad tax liability! ' j} = (e
10 Al other intangibles (net of any associated deferrad tax Rabiliy) (407,851) K} ={p}
11 Shortfall of provistons against classified assets (178,356) {f}
12 Deferred tax assets that rely on future profitability excluding those arising
from temporary differences (net of related tax liability) - [y - (0} %%
13 Defined-benefit pension fund nat assets - {0 - (q)}* x%
14 Reciprocal cross holdings in CET1 capital instruments {d}

15 Cash flow hadge reserye
18 Investment in own shares/ CETT instrumeants
17 Securitization galn on sale
18 Capital shortfall of regulated subsidiaries
19 Deficit on account of revaluation from bank’s holdings of propertyy AFS - {ab}
20 Investments in the caprtal instruments of banking, financial and insuranoe

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

bank does notawn more than 10% of the issued share capital

fampunt above 10% threshold) {a} - [ac) - {ae}
A1 Slgnificant investiments 10 the capital instruments issuad by banking, financial

and Insurance entities that are outside tha scope of regulatory consolidation

[amouint aboye 10% thrashold) . (b} - [ad} - (af}
21 Deferred Tax Azsets arising from temporary differences {amount above

10% threshold, net of related tax liahility) - (i}
23 Amount exceeding 15% threshold
24 of which: significant investrments in the common stocks of financial ontitics
25  of which: deferved tax assets arising from temparary differences
26 Matlanal specific regulatary adjustments applied to CET1 capltal
27 Investment in TFCs of other banks exceeding the prescribed limit
28 Any other deduction specified by SBP (mention detalls)
29 Regulatory adjustment apphed to CET1 due to insufficient AT and

Tier 2 to cover deductions
30 Total regulatory adjustments applied to CET1 (surn of 2 to 25) (586,207)
Commen Equity Tier 1 2,603,143
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Componant of Source hased on
regulatory reference number
capital reported fram step 2
by banlk

Rupeas in ‘000
Additional Tier 1 (AT 1) Capital
31 Quahfying Additional Tier-1 instrumants plus any related share premium |
32 of which: Classifled as equity 2,200,000 ()

33 of which: Classified as habilities - {rm)
34 Additional Tier-1 capital instruments issued by consolidated

subsidiaries and held by third parties {amount allowed in group AT 1) [}
35 of which: instrument issued by subsidiaries subject to phass ocut
36 ATT before regulatery adjustments 2,200,000

Additlonal Tier 1 Capital; regulatory adjustments

37 Investrnent in mutual funds exceeding the prescribed limit
[SBP speafic adjustment)

38 Inmvestrmient in own ATT capital instruments

39 Reciprocal cross holdings in Additional Tier 1 capital instruments

40 Investments in the capral instruments of banking, financial and insurance entities
that are outside the scope of regulatory consolidation, where the bank does not

own more than 10% of the ssued share capital (amount above 1 0% threshold) = \ac)
41 Significant investments in the capital instruments issued by banking, financial and
Insurance entities that are outside the scope of regulatery consalidation [k}

43 Portion of deduction applied 50:50 to core capital and supplementary
capital based on pre-Basel Il treatment which, during transmenal period,
remain subject to deduction from Tier-1 capital {31.290]
43 Regulatory adjustments applied to Additional Tier T due to insufficient
Tier 2 to cover deductions

A Tatal of Regulatory Adjustment apphed ta AT1 capital (31,290)

45 hdditional Tiee 1 capital ] 23312590

46 Additional Tier 1 capital recognized for capital adeguacy 780,943
Tier 1 Capital (CET1 + admissible AT1) 3,384,086
Tier 1 Capital

47 Qualfying Tier 2 capatal instruments under Basel I
48 Capital instruments subject to phase out arrangement fram

Tier 2 (Pra-Basal Il instruments) m
43 Tier 2 capital instruments issued to third party by consolidated subsidiaries
(amount allowed ingroup Tier 21 . [ied]

50  of which: instrurments issued by subsidianies subject ta phase out

51 General Provisions or general reserves for loan Insses-up to maximum of 1.25%
of Credit Risk Weighted Assets 300.210| (q)
52 Revaluation Reserves eligible for Tier 2

53 of which: portion pertaining to Property 440,105 portion of (aa)
54 of which: partion pertaining to AF5 securities 231,716
55 Foreign Exchange Translation Reserves : [}

56 Undisclosed/Other Reserves (if any) -
57 T2 before regulatory adjustments a72,031
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Compaonant of Source based on
regulatory referance number
capital reported from step 2
by banlk

Rupeas in ‘000

Tier 2 Capital: regulatory adjustments

58 Portion of deduction applied 50:50 to core capital and supplemeantary capital
based on pre-Basel |1l treatment which, during transitional pericd,
remain subject to deduchon from Teer-2 caprtal 131,290)
59 Reciprocal cross haldings in Tier 2 mstruments -
&0 investment In own Tier 2 capital instrument -
&1 Investments in the capital instruments of banking, finanoal and insurance
entities that are outside the scope of reguiatory consalidation, where the

bank does not own more than 10% of the issued share capil

[armount above 10% threshold) = {aa}

62 Significant investments in the capital instruments issued by banking, fimnancial

and insurance entiies that are outside the scope of regulatory consolidation - (af}
63 Amount of Reguizatary Adjustment applied to T2 camtal (31,290)
64 Ter 2 capltal (T2)
653 Tier 2 capital recognized for capital adequacy 240,741
66 Excoss Additional Tier 1 capital recognized inTier 2 capital BB1,459
&7 Total Tier 2 capital admissible for capital adequacy 1,822,200
TOTAL CAPITAL (T1 + admissible T2) 5,206,286

40.5 Main Features Template of Regulatory Capital Instruments

{Malr' Features Common Shares Instrument -2
1 Issuer Silk Bank 5ilk Bank
7 Umigue identifier (eq K5E Symicol or Bloomberg identifier etc.) SILk
3 Govermning law(s] of the instrument Pakistan Pakistan
Requlatory treatment
< Transiticnal Basel || rules Common Equity Tier| Addrional Tiar-1
5 Post-transitional Basal ||l rules Comman Equity Tierl  Additional Tier-1
G Eligible at solo group, armoupisolo
7 Instrument type Ordinary Shares PHNCPS
& Amount recognized in requlatory capital
(Currency in PRR thousands, as of reporting date) Rs, (Thousand) fis. (Thousand)
26,716,045 2,200,000
9 Par value of instrument PKER 10 PER 2.5
10 Accounting classification Eharehaolders' Equity Shareholders’
Equity
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11 Original date of issuance 1984 Z8-Mar-13

12 Perpetual or dated - -

13 Criginal maturity date - 3 yearsafter
Issuance

T4 lssuer call subject to prior supervisery approval - Yas

Optional call date, contingent call dates and redemption amount - After one year
Subsequent call dates, if applicable - -
Coupons / dividends - -

17 Fixed or floating dividend, coupon Frved

18 coupcn rate and any related indexy benchmark - -

19 Bwstence of a dividend stopper

20 Fully discretionary, partially discrenonary or mandatary

21  Eudstence of step up or other incentive to redeem -

22 Noncumulative or curnulative Noncumulative

23 Convertible or non-convertible Convertible

34 If convertible, conversion trigger (s} - Upon expiry af 3
YEars

25 Ifcanvertible, fully or partially

26 Ifconvertible, conversion rate 37

27 feenvertible, mandatory of optlonal conversian . Optional

B If convertible, specify instrument type cenvertible into - Common Equity
3% I convertible, specily issugr of instrument B convarts Into -

30 Wite-down feature

31 IFwnte-down, wite-down trigger(s)

32 IFwnte-down, full or partial -
33 Ifwnte-down, permanent artemporary -
34 If temporary wrte-down, descrniption of write-up mechanism -
35 Position in subordination hierarchy in liguidation (specify

instrument type immediately semor to instrument =
36 MNon-compliant transtioned features -
37 If yes, specify non-compliant features -

40.6 Capital Adequacy
The nsk weighted assets to capital ratio, calculated in accordance with the State Bank of Pakistan's guidelinas on capital adequacy
was as follows:

Capital Requiremants Risk Weighted Assets
Decernber 31,  December3, Decembar3l,  December3i,
203 202 2013 22
Rupees in 000
Cradit Risk
Portfolios sublect to standardized approach (Simple or Comprehansiye}
1
Cash and Cash Equivalents -
Claims on Governrment of Pakistan
{Faderal or Provincial Governments) and 58P, denominated in PKR -

Foreign Currency clairns on SBP ansing out of statutory
abligations of banks in Pakistan

Clalms on ather sovereigns and on Government of Pakistan or
pravincial governments or SEP denominated in currancies - 1,408 - 14,077
other than PKR

Claims an Bank for International Settiements, International Monatary
Fund, Eurogean Central Bank, and European Community - . -

Clairns an Multilateral Development Banks - - -

Claims on Public Sector Entities in Pakistan - - -

Claims on Banks 6,735 6,660 | 67,353 | 66,601
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Clairns, denominated in foreign currency, on banks with ariginal
maturity of 3 months or less

Claims on banks with original matunty of 3 months or less
denominated in PER and funded in FER

Clalms on Corporates (axcluding equity exposuras)

Clairms categorized as retail portfolio

Clalms fully secured by residential property (Residentlal Mortgage
Fianes as defined in Section 2.1)

Past Due loans:

Listed Equity investrnants and regulatory capital Instruments
issued by other banks (other than those deducted from capital)
held in the banking book.

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

Imvestments in venture capital

[nvestments in premises, plant and equiprment and all
other fixed assets

Claims on all fixed assets under operating lease

All other assets

Oiff- Balance Sheet - Mon Market related Exposures

Direct Credit Substitutess Lending of securities of
securities as collateral

Perfarmance related contingencies

Trade Related contingencies

Off- Balance Sheat - Market related Exposures

Total Credst Risk (A)

Market Risk

Capital Requirernent for portfolios subject to
Standardized Approach

Interest rate risk

Equity position risk

Fareign Exchange risk

Operational Risk

TOTAL

Capltal Adequacy Ratio

Total eligible requiatory capital held
Total Rizk Weighted £5sets

Capital Adeguacy Ratic

Capital Requirements Risk Waighted Assats
Dacembar3l,  Decernberif, Decambar 31, December 31,
2013 012 2013 013
Rupess in 000
19,924 15304 199,235 153,041

3,562 15,762 35,617 257,616
3,018,818 | | 2565429 | (30,188,183 | | 25,554,295
1,114,361 £71271| (11,143,607 | | 8712711

57,660 56,360 576,598 563,602
550,342 776,079 | | 5,503,419 | 776079

1,545 1,525 15,450 15,250
428,370 415,861 | | 4,283,701 | | 4158613
1,013,233 | | 1,293,385) 10,132,331 | | 12,933,848
6,214,550 6,029,043 62,145,494 60,250,445

30,230 | 66,315 302,300 663,157
278,376 265933 | | 2,783,757 | 2655333

37,307 107,852 373,078 | | 1,078,524
a7 | oseraz) | _az2i2| | ses7s
6,565,184  7438,890 65651,837 64,788,428

53,712 13,0517 534,958 2,130,515
340,105 786,130 3,401,051 2,851,300

4,108 41,076
554,625 473,607 5,506,254 4,736,071
7,517,734 8411678 75,175,172

74,516,314

Current Year
5,750,410
75175172

7.65%

The Capital Adequacy Ratlo of prior year 1s based on BASEL Il framework as applicable on that date,

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

5.69%
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41

RISK MAMAGEMENT

The business of banking is dependent upon acceptance and management of financial risk. 1t involves Identification, meaasurement,
manitering and contralling risks with a view to ensure that;

adenquate caprtal 15 available as a buffer;
exposunes remain within the limits prescribed by the Board of Directors; and
- risk- taking decisions are in line with business strategy and objectives set by the Board.

The Bank 15 exposad to a number of nsks, which it manages at different levels,
The maln categornes of risk ane;

Credit Risk
Thea risk of losses because counterparties fail to meet all or part of their abligations towards the Bank.

The Bank has established an appropriate credit risk structure and culture whereby policies are reviewed and revamped to maintain
sound credit granting procedures, maintaining appropnate credit administration, reasurement, monitanng processes and adequate
controls,

Risk Management structure includes Credit Approval, Credit Administration, Centralized Processing, Credit Monmonng and Basel
Il functlons reporting to the Risk Management Group Head . Senior and experlenced officials are heading each risk category

The Bank manaages credit risk through:
establishment of acceptable nsk levels;
sound pracedures and controls for the management of risk assets and credit documentation;
- target market planning and overall market intelligence; and
accurate and detailed information about the barrower, it's financial posttion and operations of the Bank.

Market Risk
The risk of lesses because the market valus of the Bank's assets and liabiliies will vary with changes in market conditions.

Market Rizk measures and controls are applied at the portfolio level and limits and ather contrals are applied to particular books
and to specific portfolios. Controls and established parameters are applied to prevent any undue risk concentrations in the trading
book and include controls on exposure to individual market risk factors and on positions in secunties of individual Issuers.

Treasury Middle Office [TMO) performs  market risk management activities. TMO is jointly responsible with Treasury front office for
drawing, reviewing market nsk policies (fund management, Treasury investment! and processes, monitoring and implementation;
and escalating any deviation to ALCQ/MRFC,

Operational Rislk
The nsk of lesses owing to deficient of ermonesus internal procedures, human or system .armors, o external events.

The Banlt has in place robust, duly approved various policies, procedures and a Business Continuity Plan. These are continuausly
reviewed to strengthen operational controls.

Risk policy sets mimmum standards and requires all business units to identify and assess rsks, The business units are respensible
for day-ta-day monitonng of operational risks and for limiting losses as a result theraof, The business unit must report oparational
nsk events inthe management reporting system. Risk Management has developed a loss database for recording of these events
which will be utilized towards building a databaze to mitigate operational risk.

Liguidity Risk

Ihe risk of losses bacause the Bank's normal liquidity reserves are not sulficiant to meet its obligations,

The Banl's approach to hquidity nsk management is to ensuie as far as possible that it wall always have sufficient liguidity to mest
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its liakilities when due. The Fund Management Policy 1= formulated keeping in view SBP's guidefines on risk management and

Basel lll principles on sound liquidity management.

The ALCO/ MRPC is responsible for managing the composition of assets and lizbilities; rmanagerent of liquidity, timely identification
of sources of market and liquidity risk. pricing of deposits and advances, decdiding on the required maturity profile and the mix of
incremental assets and liabilities, defining the interest rate view of the bank and deciding on future strategies for treasury, reviswing
and artlculating the funding palicy; and evaluating the market and liguidity risks involved In launching of new products,

41.1 Credit Risk
41.1.1  Credit risk managament objectives and policias
Credit risk is the risk that a counterparty will not settle its obligation In accordance with the terms of approval or agread terms.

Credrt exposures include both indwvidual borrowers and groups of connected counterparties and portfolios in the banking and
trading books.

Credit Risk Palicy and Management group (CRPEMG) s structured to effectively analyze, monitor & manage credit nsk through its
policy and procedures that are closely aligned with the Bank's business plan, State Bank of Pakistan's Prudential Regulations &
Basel Il reguiraments,

Sancticming authanty & approval levels for all faciliies 1s conferred by Board of Directors upon vanous functionaries of the Bank and
15 arculated for mformation of all concerned through circulars issued by CRP&MG . Credit Sanctioming powsers / 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 specific loans.

41.1.2 Cradit Risk Rating

Credit risk rating is an impertant tool in monitoring and controlling credit risk. In order to facilitate early identification of changes
in risk profiles, credits with detenorating ratings will be subject to additional oversight and monitoring, for example through mors
frequent visits from Relationship Managers and inclusion on a watch list that is regularly reviewed by senior management. The internal
risk ratings can be used by ling management in different departments ta track the current characteristics of the credit portfolio.

In light of the requirernents of SBP quidelines and in view of Basel Ill Accord, the Bank has to assess seundness and appropriateness
af internal cradit risk measurement and management systerm, We now need to bulld the foundation for the IRE (Internal Rating Based)
Approach and construct data warchouse canfirming to the data criteria of Basel (1.

In the absence of standard and reliable finanoals 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 considered for extending
credit, The Guantitative Evaluation is based on financial indicators, while Qualitative Evaluation Is based on subjective factors,

41.1.3 Objective of Internal Credit Risk Rating {ORR)

Wsually credit ratings are aimed at achieving one ar mare of the following
= Internal capital allocation
= Internat risk reporting
« Partfolio management
= The setting of credit risk cancentration limits
» Developing risk-based prong benchmarks

The Bank's initial objective of ORR 15 to generate accurate and consistent rabings for credit portfolio of the bank. Credit! Obligar nsk
ratings are summary indicators of the degree of nsk inherent in the Bank's indmwidual crednt sxposures. A credit rating represents an
assessment of the probability of default attached to a given counterparty to meet debt sérvicing and other repayment obligations
an a timely basis. At the Bank a systern has been developed and sucoessfully implemented to assign Credt/ Obligor Risk Ratings
to each borrower.
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41.1.4  Segmental infarmation

41.1.4.1 Segments by class of business December 31,2013
Advancas (Gross) Depaosits Contingeéncias and
commitments
Rupeas Percent Rupeas Parcent Rupess Percent
in'000 in '000 in 000
Note 11 [Mote 17) {MNote 21)

Chemical and Pharmaceuticais 3,381,110 5.5% 1,255,933 1.8% 223,015 1.6%
Agribusingss 161,593 0.3% 22,515 0.0% 14,778 0.1%
Cement 253,180 0.4% 773,252 1:.1% 287,099 2.1%
Sugar 1,209,782 2.2% 2,277 0.0% 235,186 1.7%
lextile 6,819,295 11:1% 258,338 0.4% 232,003 3.9%
Footwear and Leather garments 423,023 0.7% 291,871 0.4% 38,829 0.3%
Automobileftransportation equipment 751,265 1.2% 13,867 0.0% 198111 1:5%
Electronics and electrical appliances 1,172,063 1.9% 21,887 0.0% 354,058 2.6%
Power {electricity), Gas, Water, Sanitany 994,326 1.6% 93,650 0.1% 445,384 3.3%
Financial 2,036,306 3.3% 1,238,091 1.2% 484,069 3.3%
Insurance o 0.0%% 393,816 0.6% . 0.0%
Individuals 7,935,064 12.9%: 37,013,435 23.3% . 0.0%
Exports / Imporls & Trading 3,440,163 5.6% 451,300 0.6% 604,218 4.4%
Hotel & Resarts 1,450,441 2.4% 365,496 0.5% 74,268 0.5%
Telecommunications 683,240 1.1% 583,229 0.8% 355.521 2.6%
Real Estate 3,687,999 6.0% = 0.0% - 0.0%
Others 26,811,896 49.6% 26,324,125 37.9% 2.805490 71.8%

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

December 31, 2012 (Restated)

Advances |Grozs) Ceposits Contingencies and
commitments
Rupees Percent Rupees Percent Rupees Percent
in Q0 in ‘000 in ‘000
(Note 11) [Mote 17} [Mote 21)

Chemical and Pharmaceuticals 3018822 5.6% 1,304,274 1.5% 625,231 4.5%
Agribusiness 188,722 0.3% 59,804 0.1% 0.0%
Cement 156,357 0.5% 169579 0.7% 195 854 205
Sugar 1,048 404 3.6% 24,536 0.0¢% 2,000 0.0
Textile 8628222 16.0% 267,760 (. 4%, 1,943,805 | 390
Footwear and Leather garments Bd1404 1.65% 40,583 0.1% 132,714 1.0%
Automobile/transportation equipmeant 797 335 1.5% 65,877 0.1% 4,031 0.0%:
Electranics and electrical appliances 2097241 3.9% 62,262 0.1% 502,596 3.6%
Paower (electricity), Gas, Water, Sanitany 1,026,459 1.9% Qa7 181 1.4% 800,644 5.7 %
Finaneal 1,784,348 3.3% 816,739 12% 1,326,871 950
Insturance (.0% 354 647 0.5% 0.0%
Individuals 5,198,353 Q5% 36,198,358 52.4% (0%
Exports/ Imports & Trading 2005114 4.5% 398 387 0:6% (1.0%
Hotel & Resorts 1. 140,691 1% 335049 03% 75,347 0.5%
Telecommunications 1,160,972 2.1% 280,388 0.4% 436,757 3.1%
Real Estate - 0.0% . 0.0% - 0.0%
Cithers 43310373 431% A7 739,633 40.3% L893.544  55.9%

54,078,767 1005 69,050,447 100% 13,945424  100%
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41.1.2 Segment by sector

Public/Government
Private

Public/Government
Prlvate

41.1.4.3 Datails of non-performing advances and specific provisions by class of business segment

Agri business

Taxtile

Chemical and pharmaceuticals
Cement

Sugar

Footwear and leather garments
Automohile and transportation equipment
Electronics and eiectrical appllancas
Exports / Imparts

Financial

Services

Individuals

Others

41.1.4.4 Details of nen-performing advances and specific provisions by sector

Public/Government
Private

December 31, 2013
Advances (Gross) Deposits Contingencies and
commitments
Rupees Parcant Rupees Percent Hupees Percent
in 000 in "000 in '000
- 0% 10,434,405 15% 7,897,923 S8%
61,520,646 100% 58,999,047 B5%: 5,762,706 420
51,520,646 100% 69433452 100% 13,660,629 100%
December 31, 2012 {Restated)
Arlvances {Gross) Deposits Contingencies and
commitments
Rupees Parcent Rupess Fercent Rupees Percent
in "G00 in '000 ir 000
114,055 0.2% 13372823 199 7490282 548y
53,954,707 9888 557776234 810 §,459,742 £6%
54078762 100% 59,050,447 10006 13,940 434 1002
December31,2013 December 31, 2012
Classified Specific Classifiad Specific
Advances Provislons Advances Provisions
held held
Rupeesin ' 000
120,916 134,759 196,542 124528
2,449,761 1,354,349 3727504 1,878.244
624,364 396,723 504,748 252014
54,289 48,860 139,289 48860
E - 167,747 121,518
150,202 109,361 90,644 §4,747
1,079,091 519,031 TOE279 388633
817352 719,071 652 BEA 523,540
703,213 292,136 636,855 381,662
89,520 89,520 91,7al 91,761
544,851 221,040 &40, 737 115,935
1,155,793 488,159 282,518 306,557
2,012,534 758,988 2218877 501,062
9871986 5,131,997 10815957 4,880,059
Decamber31, 2013 December 31, 2012
Classified Specific  Classified Specific
Advances Provisions Advances Froyvisions
Rupees in '000
9,871,986 5,131,997 10815957 4.850,05%
9,871,986 5,131,997 10816957 4,860,099
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41.1.4.5 Geographical segment analysis

41.2

41.2.1

December 31, 2013

Loss before Total assets Met asset Contingencies
taxation employed employed and commitments
Rupses in ‘000
Pakistan 1,528,078 91,800,316 6,675,188 13,660,629

Decomber 37, 2012 (Restated)

Rupees in '000
Pakistan (525,.269) 89,080,494 537,709 13,945,424

Market Risk

Market risk |5 defined as the potentlal loss in market value of a given portfolie that can be expected to be incurred arising from
changes in market prices, namely interest rates, foreign exchange rates and equity prices.

[he Banlk Iz exposed to market sk in s trading Investment portfolio because the values of its trading positions are sensitive to
changes in market prices and rates,

The Banl has a well established framewaork for market risk managemsant with tha Treasury Investment Palicy, Liquidity Policy and
Market Risk Manzgement Policy, The Banl has major objective of protecting and incréasing net interest income in the short run and
market value of the equity in the long run for enhancing the shareholders wealth, Further, it defines the contours of the way the
Bank's market risk 15 managed within defined parameters and with prescriptive guidelines on the tools, tachnigues and processes,

The Asset Liability Committee (ALCO), Market Rislk Policy Committee (MRPCY and Investment Cammittee is entrusted with key decision
making in establishing market nsk refated strategies and monitoring there-against, The Committee decides on product pncing, milx
of assets, liabilites, stipulatas liquidity and Interest rate risk imns, monitors them, articulates the Bank's interest ate view and
deterrmines the business stratedy of the Banl,

Management of interest rate nsk of the Banking Book s pnmanly focused on interest and fair value through Re-prnicing Gap Analysis,
Analysis of the Met Interest Income Sensitivity, Duration, Value-at-Risk (VaR) and Fair Yalue Sensithvity, The management of intérest
risk of the trading ook iz achigved through mark-to-market practice and exposure analysiz, On a penodical basis, risk monitaring
reports are prepared for senior management ta gain an accurate upderstanding of Bank's risk position. Mathematical model like
Stress-Testing s carried out at least hiannually.

The Middle Office in Risk Management Group has an independant raporting structure on nsk aspects and helps managament in
determining compliance In terms of exposure analysis, tracking of limits, funding and various other risk sansitive market parameters.

Foreign Exchange Risk

Currency risk is the risk of foss arising from the fluctuation of exchange rates. Bank's currency risk is first controlled through a
substantially matched funding palicy, We utilize appropriate hedging instruments, such as forward forelgn exchange {FX) contracts,
cumency swaps o effectively hedge and manage currency risks.

The majority of foreign currency exposure is in the US dollar. The Bank s carefully monitoring the net foreign currency expasure and
the effect of exchange rate fluctuation by conducting rmark 1o market sensitivity and stress testing on a regular basis as well as utliizing
the currency forward FX contracts to cantrol the nsk, Besrde the Bank has Foreign Exchange Stop Loss Limit based on Daily Value-

at-Risk (Val} to manage the loss absarphion capacity of the Bank.
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Dacamber31, 2013

Met
Assats Liahilities OH-balance fareign
sheat items CUrrency
exposure
Rupees in "'000
Pakistan Rupee 89,619,931 76,546,347 (6,440,428] 6,633,156
Lnited States Dollar 1,853,136 6,958,576 5,121,350 15,910
Great Britain Pound 195,213 844,011 664,074 15,276
Japanese Yan - 1,135 2,006 B71
Euro 126,986 775,059 652,998 4,925
Other currencies 5,050 - - 5,050
91,800,316 85,125,128 - 6,675,188
December 31, 2012 (Restated)
Rupees in '000

Pakistan rupes B7.407,821 77B21872 {4.261,530) 5324419
United States doliar 13596247 4646581 3,359,267 2,933
Great Bntain pound 211,630 738,733 533,464 13,039)
Japanese yen 1,967 14 - 1,253
Eura 53,560 500,185 475,795 33,574
{ther currencies 8,869 = = 8,869

85,080,494 83,707,785 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 movements in local equity markat index. Changes in the overall value of equity trading book are recorded through
Profit and loss account, Bank's Investment Committes approves the investment stocks and thelr imits. It also reviews the portiollo
with rmark to market position on reguiar basis. Stop loss lirmgs have baen approved and are monitored on a regular basis.

41.2.3 Mismatch of interast rate sensitive assats and liabilitias

Drecamber 31,2013

T~ Exposad to Yield [ Interest risk -

ft __ oo

ol [ | B 1 B i | |
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Arjuls
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41.3

41.3.1

Dacemhsar 31, 212 {Restated)
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Liquidity Risk
The risk of losses because the Banl's normal hguidity reserves are not suffident to meet its ohligations.

Bank's approach to liguidity sk management Is to ensure as far as possible that it will always have sufficient liguidity 1o meet ts
liabilities when due. The Fund Managamant Policy is farmulated keoping in view SBP's guidzlines an risk management and Bazel ||
principlas on seund liguidity managemeant.

Mhe Bank has an Assatand Liability Management Commuittes (ALCO) and a Market Risk Policy Commuittes (MRFC) that are part of
the framewaork for manznement of risk,

The ALCOY MRPC is responsible for managing the composition of assets and liabilities management of Eoguidity, timely identification
of sources of market and liquidity risk, pricing of deposits and advances, deciding on the required maturity profile and the mix of
incremental assets and liabilities, defining the interast rate view of the bank and deciding on future strategles for treasury, reviewing
ant articutating the funding pelicy; and evaluating the market and liguidity risks invobeed in launching of new products,

Liguidity eontingency funding plans have been drawn Up to ensure that alternative funding strategies are in place when any of the
indicators baing monitored entar into the warving or strass 2ane and can be implemented on a timaly basis to minimize the liguidity
nsks that may arise upon the occurrence of an unanticipated change in markat condiions.

Maturities of assets and liabilities - based on working prepared by the Asset and Liakility Managameant Committee (ALCO) of
the Bank

The maturities of deposits and cash and balances with treasury banks are determined on the basis of study conducted by the Bank
based on past years data and the analysis reviewed by the ALCO from time to time,
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41.3.2

414

Maturities of assets and Habilities - based on contractual maturity of these assets and liabilities of the Bank

Decamber 31,2013
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Operational risk
The risk of losses owing to deficient or erronsous internal procedures, human ar system errors, or extémal events.

The Bank has i place robust, duly approved various policies, procedures and a Business Contimuity Plan.

These are continuously reviewed to steengthen operational controls. Risk policy sets mimimum standards and requires all business units
to identify and assess nsks. The business units are responsible for day-to-day monnoning of operational risks and for initing losses as a
result thereof. They also report operational nsk events in the management reporting system.

Operational risk tolarance levels, however, have not been established but a broed 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
IManagemant, Presently, this nskos effectively managed through robust operational policies and procedures,
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42 TRUST ACTIVITIES

The Bank is not engaged m any significant trust actnities. However, the Bank acts as secunty agent of investment portfolio services
as custodian an behalf of its custormers,

43 ISLAMIC BANKING BUSIMNESS (IBEB)

In arder to maat the guidelines for Sharla compliance in [slamic Banking Institutions (B, statemant of finandal position and profit
and loss account of [BF as at December 37, 2073 [s glven in Annexure - ||, Further detalled disclosure are also given in the sad annexure
ta comply instructions (ssued by SBF to improve transparency and standardization in IBls profit and loss distribution pelicies and
practices dated Mevember 19, 2012 and BSD circular No.3 dated January 22, 2073,

44 DATE OF AUTHORIZATION FOR IS5UE

The financial staternents were authorized for issue on February 27, 2014 by the Board of Dirertors of the Bank.

45 GENERAL

45.1 Thesea financial statements have been prepared in accordance with the revised format for financial statements of banks issued by
the SBP through BSD circular letter No.3 dated February 22, 2011

45.2 Captions in respect of which no amounts exist may not be reproduced in the financial statements except in case of finandial position
and profit and loss account,

45.3 Figures haye been rounded off to the nearest thousand rupee except stated otherwise,

45.4 Corresponding figures have been rearranged and reclassified, wherever necessary, for better presentation and disclosure and this
has been disclozed in relevant notes,

) _%,vﬁ.pf_f_—:', ,Mm‘,ému :T’;L-?_,;)"? 'f””;ir‘ :JI.”-:_;—______ .

Armat Tarin Munnawar Hamid, OBE Tarig lgbal Khan Humayun Bashir
Presicent & CEQ Chalrman Director Diirectar
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Statement Of Written-off Loan
for the year ended December 31, 2013

SILKBANK LIMITED

ANMEXURE- |

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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Statement Of Written-off Loan

for the year ended December 31, 2013

SILKBEANK 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
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Emaan Islamic Banking Business
for the year ended December 31, 2013

Islamic Banking Business GMMH Annexure - [l

The Bank is operating 10 Istamic Banking branches at theend of 2013 {2012 7]

December 31, December 31,

2013 20712
Nota Rupess n ' 000
Al STATEMENT OF FINANCIAL POSITION
ASSETS o ]
Cash and balances with treasury banks 267,001 129,967
Balances with other banks 5,447 1,883
Due from Financial Institutions 1,480,133 | 1,157,943
Imvestents 740,697 85,670
Istarmnic Financing and Relatod Assats A-31 3,687,999
Cpeerating fxed assets 127,745 4077
Ciher assets 685,809 [ 379,506
Total Assets 5,994,831 T 2ARS 445
LIABILITIES ) , ,
Bills payable 72,091 25,053
Due to Financial Institutions - -
Depasits and other accounts
Currant Accounts 923,636 435,108
Saying Accounts 822,502 534,193
Term Deposits 1,824,708 B42132
Others -
-Deposit from Finaneal Institutions - Remunerative 379,876 179,000
-Deposits from Financial Institutians - Non - Remunerative 3,068 18,153
Due to Head Office 2,507,147 ==
Other liabilities 95,029 30,584
Total Liabilities 6,628,058 2055222
MET ASSETS 366,773 404,174
REPRESENTED BY
Isfamic Banking Fund 425,000 475,000
Reserves - 3
Accurmulated loss {62,525} {5583
362,475 389417
Surplus on revaluation of assets 4,298 4,807
366,773 404,234
B) REMUMNERATION TO SHARIA ADVISOR / BOARD 2420 772
C) Cuning the year no chanty was credited to Charity Fund Account nor any payment made out of it
A-2.1 Islamic Financing And Related Assets
Financing / Investment Recaivabilas
Murahalaa 505,852
Musharaka _3,182,147
3,687,999
D) PROFIT AND LOSS ACCOUNT ———=
Profit / return earned on financngs, investments and placements 417,503 | 43,847
Return on deposits and others dues expensed (222,959) | (23,770} |
Met spread earmed 194,544 19,872
Other Income = 1
Fess, commission and brokerage Incoma 1,778 72
(Lass) f Income from dealing in foreign currencies (3,372) 13
Gam on sale of securities 4,978 LGS
Otherincome 2,172 282 |
Total other income 5,556 5,832
200,100 25704
Other Expensos
Administrative expenses {237,042] {51, 287]
Loss before taxation _!_Eﬁ,'?{%]" 1:2'5':8 3




Emaan Islamic Banking Business

for the year ended December 31, 2013

CEMAEH Annaxura - Il

E)

DISCLOSURES

The number and nature of pools maintained by the 1Bl along with their key features and risk & reward characteristics are as follows:
Emaan islamic Banking, the lslamic Banking Division (IBD) of sailkbank Ltd,, has a3 well-defined profit and loss distnbution and pool
managamant framework for creation of one or more pools of assets to be financed by different types of deposits, Currently, the IBD
has the policy of malintaining a single Modaraba Paol, Al funds ebtalnad through lslamic Banking oparations are belng Invested in
this Common Modaraba Pool. The key features and risk/reward features of the same are given below,

Key Features

The Account Helder, in his capacty 8s the fund prowider (called Rabbul Mal in Figh terminology) authonzes the BD acting as the
investment manager (called Mudanb in Figh terminology) ta invest the Account Holder's funds on the basis of an unrestnicted Modaraba
agreement in line with rules and principles of Shari'a.

Under the unrestncted Modaraka agreement, the IBD i its capacty as the fund manager invests the funds accepted from Account
Holders in Shari'a compliant financial transactions and investments, The IBD receives a pre-agreed portion (Mudario Share] in the profit
generated from these activities,

In line with the principles of commingling Modaraba, where the Mudarib is permittad to commingle its own funds with the funds
recenved on the basis of the Modaraba, and to comply with the regulations of the 58F on creation of an Islamic Banking Fund (the
“IBF"}, 5ilk Bank has created an [slamic Banking Fund of Rs. 425 Million and deposited the same in its common Modaraba pool

Risk and Rewards Characteristics

The profit shall be shared borween the Rabbul Mal and the Mudank as per the agread ratio, while th loss, i amy; shall b2 borme by the Ralbbul Mal in
propartion to his invested amount undess the Mudarib s found to be negligent or In breach of the terms and conditions of the Madaraba Agresment.

In case of commingling of the Mudarib’s own funds with the funds of the Account Halders, the Mudanb shall gat the full profit of its
own funds and baar the entir loss thereof,

Profit (or loss) for the Account Holder is calculated on the basis of 3 weightage system which talkes into consideration the size of funds,
its period and profit payment frequency (details of the weightages are available in all the branches and websita), The bigger the size
of the fund and the longer the tenor, the higher would be the weightage allocated to the fund for profit distnibution.

Avenues/sectors of economy/business where Modaraba based deposits have been deployed,

Modaraba based funds have been deployed in caming assets such as Govemment of Paldstan fjarah Sukuk and placerneonts have been made with
financal institutions etc. Such deposits have not been irvested in foked or other assets, The Mudarib/Bankis solehy responsible to bear all the cost/assets
from its awn equity. This incdudes the Mudariss administratve and capital expendmure, whidhwill be borme by Mudarth/Bank from itsown
funds/equsty.

Parameters used for allocation of profit, charging expensas and provisions etc. along with a brief description of their major
companents,

Allocation of prafit, expenses has been categaonzed through chart of account: Income derved from investment, administrative expenses
and provision directly attrbutable to depositors fund shared with pool.

Brief description of major components:
Profit eamed on ljarah Sukuk
Profit an Commaodity Murabaha placements with financial institutions
Capital gain on Sukuk

Mudarib Share (in amount and Percentage of Distributable income).

The Banlk, in its capacity as Mudanb, has earnmed an amount of Rs. 10.213 million as Mudarib share. This Mudanb share, as a percentage
of the profit distnibutable (profit allocated to depositors' funds from the pool's net mcome), 15 40%.

Amount and percentage of Mudanb share transferred to the depositors through Hiba (if amy).

Mudarib share amount transforred to the depositors through Hiba is Rs. 8:452 million and Mudarib share transfer percentage is B2.8%.
Profit rate earned vs. profit rate distributed to the depositors during the year.

Frofit rate earned-is 10.32% and the profit rate distributed to depositors is 7. 14%.
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Highlights and
Achievements

For the year ended

December 31, 2013
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Achievements
at a Glance

Business Growth CONSUMER BANKING

w Posted a remarkable EMR growth of over Rz, 2.5 billion in year 2013
oy booking over 12,000 et customers
8 7E% (1.9 billion) of EMR growth has come from high-ylelding products

m SllkbBank's CASA deposit mix increased by 4% while reducing expensive
term deposiis

w Cost of Fund for the year 2013 reduced by 150 bps

w Bancassurance business recordad annual revenue of Rs.48.9 million Persanal Loan and Ready Line

>

d % » Estzblished a5 the top performer interms of cards acquisition within
& " the banking industry, surpassing accomplished credit card players

nthe market

s Significant increase in ENR throushaut

’__) == the year and was able t0 surpass
A the coveted mark of s, 1 b-lll-;r.‘ﬁ‘{'
= 35 af December 31st 20132 =

— |

-




v The Dawn of

|SLAMIC BANKING

\_/MAAN

EMAAN ISLAMIC BANKING

= Built a deposit portfolio of Rs. 7.8 billion, with Rs. 1 billion
deposits growth

s Booked Rs. 1.1 billion in Corporate Assets comprising Murabaha
and Musharaka transactions

m Totzl Istamic Assets / Advance portfolio reached Rs, 3.6 billion with
an average yield of 14, 29%

8 Launched three naw branches in Quatta, Abbottzbad and Mardan
taking the total number of branches to 10

=it

m BancaTakaful successfully launched in December 2013

Alternate Delivery Channels

® Increasze of YOC customer-base by 22 691 for the year 2013
m Highest POS spent recorded during 2013, having 2 volume of
fs. 641,16 million with 36% growth over 2012
Average cash dispensed through ATz of over Rs. 1 billion a month
m ADC Seryices Enralments for the year
» SMS Enralments: 9,367
* E-staterment Enrolments: 5,384
* Inkernet Banking Enrolments: 2,545
m ADLC segment recorded an income of Rs. 64,39 million

Investment Banking

m Launched first of its kind financial instrument by raising
Rx. 2.2 billion through issuance of Privately Placed, Non-cumulative
and Convertible Praference Shares ("PNOPS") to investors contributing
towards Tier- Capltal of the Bank

Special Assets Management

» Aeflected strang recovery of non-performing advances totalling
Rs 1,820 billlon during 2013, The SAM tezm was able to reduce
NPL by Rs, 1.56 billion, which had a PEL Impact of Rs, 1.8 blllion

n Successfully reduced non-earning ORED assets from'a high of
Rs. 7.14 billion in fanuwary 2013 to Rs. 3.88 billion

People Management

s Dedicated aporoximataly 28,000 haurs of training

s Rovamped the Learning and Development curriculum 1o Introduce
needs-specific programmes

m Pzrticipated in Banking Forum's Compensation & Benefits Survey
to align Bank's compensation and grading structure with the industry

Customer Service & Quality

m The Mystery Shopping Programme score, 3 nationwide independant
survey of customer frontline exdperience In top banks of Pakistan,
stands at 91 percent

SOLUTION

-,

Productivity

s Reduction in hezdeount expensze by Rs. 213 million

n Renegotioted rentals and undertook relocation of premises to
rationalize costs

w Other operating cost saves included telecom and hardware
optimization

Operations and Technology

w Manage 2 loan book-of Rz, 46 biltion for Consumer, SME, Commercia
as well 25 staff loan portfollas

n 1BM team's review of Sllkbank IT assets concluded that Silkbank's
IT infrastructure is optimal & the consolidation level achieved isin
lime with best practices

SILKBANK >
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Serving the
Community

TCF Career Counselling Session

At Silkbank, we reccgnize our sacial responsibilities and aim to play
3 leading rote in making a zenuine and tanzible difference in people's
lives. Silkbank gives special attention to the Education front, helping
the unprivileged children of Pakistan reach their full patential. In
coflaboration with The Citizens Foundation [TCF), which |-
professionally managed, non-profit organization working to improve
education in
Paiistan, Slikbank
participated in its
Carepr
Coninselling
Sessions, It was
hzartening to see

that more than 22 Silkbank staff
members volunteered for the same
and made this a decent siiccess,

The Children Cancer Hospital

Silkbank has baen an adamant supporter of
the cause against Cancer, In the solrit of
acknowledging the World Cancer Day,
Imternational Children Cancer Day and Survival
Day, Silkbank participated in a Family Carnlvai
on Sunday, the 17th of February 2003 at PAF
Muszum, Sharah-e-Faisal In Karachi

A DEPARTMENT OF PHARMALY BEAVICES:
) CHILDREN CANCER HOSPITAL
— KARACHI

Silkbank in collaboration with Maris Adelaide
Leprosy Centre (MALC) supported 2 Fund
Raizer Gala on 30th Novernber 2013 for
curing leprosy, blindness, T8, and
community development.

Cadet College Larkana

Silkbank joined hands with the prestigious Cadet College Larkana fo
henour their top performing 70 stodents. Silkbank ensured all the
cadets had the timea of their lives by arranging an event of fun and
dinner at Port Grand

Lahore Grammar School - Annual Play

The Lahore Grammar School's Main Dramatics
Society continuously amalgamates differant
styles of theatre, teaching its members fresh
innovative styles to execute their plays of the
unconventional nature, Silkbank took part in
supporting the Annwual Play "He Who Gets
Slapped", that was held an the Sth and 10th of
March 2013,

Lahore Garrison Golf & Country Club

Silkbanlk has also been
an avid supporter of
promoting sparts
across the ountry
SHkbank participated
in the 22nd Corps
Commandar's Cup
Golf Tournament 2t
the Lehore Garrison
Golf & Country Club
where Shakid Afridi
graced the ocasion as
the Chief Guest

Children Health & Education Foundation

Mothing satisfies our sense of Corporate Social Responsibifity more
than empawering women and previding education oppartunities for
chlldren, To fulfil our goals of women empowerment and

education, Sitkbank feels extremely proud to work hand
in hand with Children Health and Educatian
Foundation (CHAEF) In providing exclusive primary
healthcare services and guality primary education
(o the under-privilezed peopla of Pakistan.




Kids Day at Work '\.\__

Silkbank oreanized a special day combining
entertalnment 2nd knowledge to bring a unigue
experience to the kids of employees and
customers alike, On 13th August 2013 the Bank B
celebrated “Kids Day at Work" throughout the "
branch network, where kids not only participated ’
In fun and d
games, but alse got exposire to
the professienal environmeant and
counsefling from the senior
managemant ta help them better
shape their own careers in the
futLipe.

The day was themed “Pakistan
Zindabad" to keep up the spirit
of patrictism and kids participated
inthe "Best Dressed Kid"
competition, which was awarded
to the child dressed n the true
reflection of
Pakistan's
ethnicity
and culture
The event
was a fupe
success with both the parents and the children,
raking it ail the more memorableand the most
eagerly awalted event of the year.

AISEC Leadership Conference

AIESEC k=3 globz|, nor-palitical, Independent, not-Tor-profit orzanization
run by students and recent graduates from Institutions of higher
education. Silkbank is proud to have
wiorked with AIESEC for addressing
world issues through exemplary
leadership and managermant of its
members. Together, AIESEC and
Silkbank have helped the youth turn
theory into practical experience and
develap a global network of like-
minded people

| AIESEC §.{!

The Patients Ald Foundation hopes to institutlonallze s efforts so as
to provice @ committed structure within the |largest governmant
nospltal, aiming towards restoring and
revamplng wards and medieal
equipment. They aim 1o create
channels through which affordaole
and free tasts, scans and medicines
are made available to the less-privileged
We supported their charity musical event In 2013,

The Kidney Centre [

Silkbank continued its role of a torch-bearer for 2ood
health by partnering with the Kidney Centre to raise
awareness against nephron-urological diseases

Rotary Club Spring Festival

Ryl o FHE FUPIRE BF BT
aLary Club ﬁulr:l"\"gﬁﬁ H:IN‘DE

Karsar Karachi

arranged a

Spring Festival

at Fort Grand
an the 10th of March
2013 Slikbank took the initiative of
cantributing to the event

Pakistan Foundation Fighting Blindness

PFFB, founded in 1988, is 2 registered national, non-government
arganization working in the Tield of medical research and humanitarian
services Far the visually Impaired, Thiz vear, we conltributed to their
fund-raizer GALA

Bredast Cancer Awareness Programine

Breast Cancer is the most cormmon cancer
In women, wordwide. Pakistan has the
highest Incidence of breast cancarin all of
#sia. Silkbank openly supported the
Breast Cancer Awaraness Campaign

of 2013 held by SKMCH & BC

Wellness Programmes

To promoteong of the world's mast ,-:l':fws!rFuh
tools for health, l.e. Vaccines, HR made
zrrangements with GEK through which they will
extend the facility of vaccination at discounted
prices to all Silkbank employess and their families,
Az per WHO (World Health Organlzatlan),
mmunization is one of the most successful-and
cost-effective health Interventions and prevents
between 2 and 3 milllon deaths every year,

To promete this endeavour, G5K team visited branches
af Karachi Reglon A and B and made presentations an Yaccines
Awareness and thelr importance.

qth Financial Services and Consumers Conference

Sllkbank participated in the '4th Financial Services and Consumers
Conference’, at Sheraton Hotel, Karachl, on 315t Janusry 2013
Stakeholders, including
policymakers, researchars,
academles, inancial service
providers, along with
mermioers of the Chamber of
Commerce, gttanded the
conference, where Azmat
Tarin spoke in detail about the
ssues of consumer financing
and how it impacts us

Shalamar Institute of Health Sciences

Silkbank regularly contributes to the Shatamar Hospital, an organization
that aims to re-define health care dellvery in Pakistzn.

British Women's Association

Silkbank participated in this year's annual charity bazaar giving its
proceeds to KASHIF THALESSEMIA CARE CENTRE to enhance public
awareness towards eradicating thalassemla,

SILKBANK
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Shareholding

Information
For the year ended
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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 Falios/
coe

Number of
Shares Held

Category-Wise
Shares Held

No. | Categories/Sub-Categories of Shareholdres

Percentage

a1 DIRECTORS AND THEIR SPOUISE(S)
AND MINCR CHILDREN L) 123,044,032 4,61
rMunnawar Hamid, OBE 3,699
Humayur Bashir 3,699
Javed Hamid 500
Sadeq Sayeed 102,817,015
Tarlg lgbal Khan 5,000
Shamsul Hasan 500
fohammad Ahmed Mannan 500
Azmat Tarin 20,013,115
“Farah N.—: Ta fin wio Mr. "kr-r.'-lr Tarin ; aﬂl] aoa
o2 MSDEH[TED CGMP‘J'INIES Un'LI'ﬂER"'.d Kkwe |
AND RELATED PARTIES | 1.976,735,553 7i.93
"SHAUKAT FAYAZ AHMAD TARIN G0L593,175 |
INTERMATIOMNAL FINAMCE CORPORATION 702 689, DE7 |
NOMURSA EUROPEAN INVESTMENT LIMITED 356,676,542
BANK MUSCAT 5.4.0.G. 315

03 EXECUTIVES 15 7,689,542 .29

a3 PUBLIC SECTOR COMPANIES AND
CORPORATIONS 7 22117652 .83

05 BANKS, DEVELOPMENT FINANCE
INSTITUTIONS, NON-BANKING FINANCE
COMPANIES, INSURANCE CONPANIES,

TAKAFUL, MODARABAS AND PENSION FUNDS i 1,849,540 0.07

(1] MUTUAL FUNDS 3 28,636,930 1.07
a7 FOREIGN COMPANIES 4 27,607,372 1.03
o8 OTHERS &7 213,797,865 8.00
GENERAL PUBLIC - Local 6,636 265,037,651 9.96
i0 _ GENERAL PUBLIC - Foreign _ -] _ 4 ﬂ‘US i::.'.'-"ﬂ _ 015

(]

i 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

NAME(S) OF SHAREHOLDER(S) NO. OF SHARES HELD PERCENTAGE
"SHAUKAT FAYAZ AHMAD TARIN 601,593,175 22.52%
INTERMNATIONAL FINANCE CORPORATION 702 683 067 26.30%
NOMURA EUROPEAN INVESTMENT LIMITED 356,676,342 13.35%
BANK MUSCAT 5.A.0.6 I 315,776,968 [ 11.82% 7

T |

5 daes not Inc uoe one hunared ono twe mi flon (102,000,000) shores af M. Shouket Tarln, kept In repo tranaoction




Pattern of Shareholding

as at December 31, 2013

No.
Shareho

Iders

Shareholdings' Slab

1
101
501
1001
s001
10001
15001
20001
25001
30001
35001
40001
45001
50001
55001
HEO00T
65001
JOOO1
75001
s0001
25001
20001
95001
100001
105001
110001
1150601
120001
125001
130001
135001
140001

145001

to

4]

L1+

(1]

0

100
500
1000
5000
10000
15000
20000
25000

3000c

S5000
B0000
85000
70000
75000
0000
S85000
80000
35000
100000
165000
110000
115000
120000
125000
130000
135000
140000
145000

1 SO000

Total
Shares Held

15,351
256,136
633,656

5,771,479

£.011,100

4,677,900

5,308,746

5,676,376

3,535,450

2,743,836

3,418,629

2,566,466

9,229,342

1,959,209

2,603,016

1,586,383

1,711,540

2,361,785

11,874,198
2,253,624
0g5,890
1,024,160
1,305,812
2,109,751
1,420,000
301,591
1,657,308

1,007,673

3,715,647

Shareholders

==

Fud

Shareholdings' Slab

150001
160001
165001
170001
175001
180001
185001
190001
125001
200001
205001
210001
215001
220001
225001
230001

250001
255001
285001
270001
275001
280001
285001
295001
200001
305001
310001
320001
325001

Lo
o

to

o
to
o

o

to

1o

155000
165000
170000
175000
180000
155000
190000
195004

200000

215000
220000
225000
230000
235000
240000

250000

260000
270000
275000
280000
285000
290000
300000
305000
310000
315000
325000
330000
340000

350000

Total
Shares Held

451,232

1,470,443
503,544
1,211,568
1,058,971
548,774
947,149
152.000
5,394,324
1,219,685
1,454,502
260,000
216,800

228,000
231,000

956,000

1,097,164
279,951
283 000
574 530

&,300,000
907 465
309,000

1,258,500
325,000
327,809
337,500

1,050,000




Pattern of Shareholding

as at December 31, 2013

No. of el Total No. of Gl I Total
Shareholders Sharaboldings: Siad Shares Held Shareholders ARureholdings: Siab Shares Held

l 355003 to 36000 360,000 1 670001 to 675000 671,308

L 365001 to 370000 369,502 3 635001 to 700000 2,097,965
2 370001 to 375000 750,000 4 700001 to J05000 2,814 644
l 375001 to AB0OCI0 375,500 1 725001 to 730000 727,384

2 385001 to 320000 775,973 3 745001 to 750000 2,249 000

"
LE

39500L to 400000 3,600,000 1 F60001 to Fe5000 650,500
2 AC0001 to 405000 801,961 1 790003 to F95000 795 000
405001 to 410000 406,892 Z 795001 to 00000 1,500,000

410001 to 415000 822,002 1 §20001 to 825000 825,000

P

] 4150017 to 420000 416,244 1 845007 to ER0000 850,000
L 430001 to 435000 435,000 1 860001 to 865000 861,781
3 445001 to A50000 1,350,000 1 875001 to SE0000 875,000

l 450001

45 s 455000 454,059 2 295001 to 00000 1,800,000
4 460001 Lo 455000 925,082 1 965001 to S70000 870,000
1 470001 to 475000 475,000 4 995001 to 1000000 4,000,000
2 475001 to AB0C00 956,500 1 1LO0000] to 1005000 1,001,500
1 435001 to 490000 487,047 1 1005001 to 1010000 1,009,971
15 435001 to 50000 7,498,000 1 1020001 to 1025000 1,025,000

041

on

4 500007 o 505000 1,003,292 1 1075007 to 1080000 1,07

1 315001 to 520000 alg441 1 1125001 to 1130000 1,

b
i

09

i ..4 i
L 235001 to 240000 236,000 1 1200001 to 1205000 1,200,47

L

L

] 545001 o 550000 220,000 1 1320001 to 1325000 1,324,94;
1 550001 ta BE5000 E52,608 1 1335001 to 1340000 1,338,000
2 555001 to 560300 1,118,000 2 1385001 to 1400000 2,800,000
I 565003 to 570000 570,000 1 1405001 to 1410000 1,410,000
1 570001 Lo 575000 575,000 1 1445001 to 1450000 1,446,905
1 575001 to 580000 575,601 1 1450001 to 1485000 1480282
3 595007 s GO0G00 1,797,520 1 1495001 to 1500000 1,500,000
1 605001 Lo 610000 609,833 1 1510001 to 1515000 1,512,000
1 635001 o G000 B440,000 1 1515001 to 1520000 1,516,727
2 650001 o 655000 1,304,056 1 1530001 to 1535000 1,532,000

1 635001 to 660000 657.500

ok

1550001 to 1555000 1,

Ln

52

[
[

2

73,44

un
iun

3 2e5001 to 67600 2,045,005 1 1570001 to 1575000 1,




Pattern of Shareholding

as at December 31, 2013

5h nt::;;crlde rs Simraholings: Slun Sﬁﬂ]rrg;ﬂfi'ﬂd Shu.ref; alders SHareforings: o .SFIrr?;?;:'EId
1 1610001 o 1615000 1611559 1 16465001 to 16470000 16,457 577
L 1645001 to 1650000 1,650,000 1 15215001 to 18220000 19,216,691
1 1745001 to 1750000 1,747,116 1 27805001 to 27910000 27,908,004
1 1210003 to 1815000 1,810,788 1 36225001 to 36220000 36,228,668
1 1910001 to 1815000 1,915,000 1 53020001 to 53025000 53,020,288
i 1950001 to 19550400 1,853,819 1 77335001 to 77340000 7 ¥,335346
1 1555001 to 2000000 2,000,000 1 26345001 to B6350000 856,349,442
1 2135001 o 2140000 2,136,000 1 101595001 to 102000000 102,000,000
1 2285001 to 22590000 2,287,756 1 252060001 to 252065000 252,061,010
1 2370001 to 2375000 2,374,752 1 253595001 to 254000000 254,000,000
§ 2795001 to 2200000 2,796,181 1 315775001 to 315780000 115,776,969
X 25920001 to 2925000 2,524 000 1 356675001 to 356680000 156,676,342
1 29900012 tm 2995000 2,991 000 1 702635001 to 7026900040 702 689 067
1 3105001 to 3110000 3,108,500 6784 2,671,604,827
1 3135001 to 3140000 3,139,482
1 3230001 o 3235000 3,234,500
1 3310001 to 3315000 3,314,733
1 3560001 to 3555000 3,565,000
1 3720001 o 3725000 3,721,728
1 4065001 to 4070000 4,065,500
1 4295001 o 4300000 4,300,000
1 5510001 to 5515000 5,511,500
L 5995001 to 6000000 6,000,000
1 5280001 to B2ES5000 6,283,209
| G835007 o BBACOO0 6,338,154
4 5390001 to  BB95000 6,891,540
1 6535001 to 6940000 6,935,500
1 65595001 to 7000000 7,000,000
1 7295001 to F300000 200,000
1 9225001 to 9230000 9,229,500
1 9295001 o 9300000 9,296,500
2 9895001 to  1000CG00G0 20,000,000
1 13170001 to 13175000 13,174,061
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Forim of Proxy SILKBANK 7

Annual General Mesting

I"'We

of

beifng member($] of Bilkbank Limited holding

grdinary shares hereby appoint

of or falling him/her

of _ a& mylour prosy in myfowr absence to akdend and vote for maius and on ryleur behalf af Annual General

heeding of the Bank 1o be heid on March 27, 2004 and/or adjournment thereof:

Az winess myfour handis) sesi this on the ey of 2014,
Signed by the sald
In presence of 8

Z.

Signatura on
Folio Me. COC Account Mo. Revenus Stamp
ol Appropeiale Value

limipertant:

1 The Prgsdy Form, duly compleled and signed. must be received 8t the Company's Shares Registrar Office nat less (han 48 hours
before the fime of holding the mesating.

2 Mu parsan shall act &8 praxy unless ba'she himgelfherssl s a momber of the Compdany, exoegt that & corporate entity may appoint
any parson Wh B not & member

3 If @ member appoints mone than one proxy #nd more dhan one instrument of proxy are deposited by & member with the Comgany,
all such Instrumenta of proxy shall be renderad Irvalid.

4, In case of prody for an individuzl CDC sharehobisr, attested copies of CNIC o the passpor, account and paricipant’s 1D number
of the benaficial owrer along with the prosgy [s required to be furnished with the Proxy Form,

5. In case of corporata ontity, the Board of Direclors” resolution/poviar af altorney with the specimen signature shall be submittad
[urless it hes been provided earlier) aleng with the Praay Form of the Comperry,

o o o o mm e mm mm m mm mm m mm mm e o mm e mm e
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