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Auditors’ Report to the Directors

We have audited the annexed statement of financial position of Industrial and Commercial
Bank of China - Pakistan Branches (“the branches™) as at 31 December 2014 and the related
profit and loss account, statement of comprehensive income, cash flow statement and statement
of changes in equity together with the notes forming part thereof (here-in-after referred to as the
‘financial statements”) for the year then ended, and we state that we have obtained all the
information and explanations which, to the best of our knowledge and belief were necessary for
the purposes of our audit.

It is the responsibility of the branches’ management to establish and maintain a system of
internal control, and prepare and present the financial statements in conformity with approved
accounting standards and the requirements of the Banking Companies Ordinance, 1962 (LVII of
1962), and the Companies Ordinance, 1984 (XLVII of 1984). Our responsibility is to express an
opinion on these statements based on our audit.

We conducted our audit in accordance with the international Standards on Auditing as
applicable in Pakistan. These standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of any material
misstatement. An audit includes examining, on a test basis, evidence supporting amounts and
disclosures in the financial statements. An audit also includes assessing accounting policies and
significant estimates made by management, as well as, evaluating the overall presentation of the
financial statements. We believe that our audit provides a reasonable basis for our opinion and
after due verification, which in the case of loans and advances covered more than sixty percent
of the total loans and advances of the branches, we report that:

a)  in our opinion, proper books of account have been kept by the branches as required by the
Companies Ordinance, 1984 (XLVII of 1984);

b)  in our opinion:

i) the statement of financial position and profit and loss account together with the
notes thereon have been drawn up in conformity with the Banking Companies
Ordinance, 1962 (LVII of 1962), and the Companies Ordinance, 1984 (XLVII of
1984), and are in agreement with the books of account and are further in accordance
with accounting policies consistently applied,;

ii)  the expenditure incurred during the year was for the purpose of the branches’
business; and

iii)  the business conducted, investments made and the expenditure incurred during the
year were in accordance with the objects of the branches and the transactions of the
branches which have come to our notice have been within the powers of the
branches;

KPMG Taseer Hadi & Co., a Partnership firm registered in Pakistan
and a member firm of the KPMG network of indepandant member
firms affiliated with KPMG International Cooperative

("KPMG Inlernational™), a Swiss enlity.
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d)

KPMG Taseer Hadi & Co.

in our opinion and to the best of our information and according to the explanations given
to us the statement of financial position, profit and loss account, statement of
comprehensive income, cash flow statement and statement of 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 Companies
Ordinance, 1962 (LVII of 1962), and the Companies Ordinance, 1984 (XLVII of 1984),
in the manner so required and give a true and fair view of the state of the branches’ affairs
as at 31 December 2014 and its true balance of profit, its cash flows and changes in equity
for the year then ended; and

in our opinion Zakat deductible at source under the Zakat and Ushr Ordinance, 1980

(XVIII of 1980), was deducted by the branches and deposited in the Central Zakat Fund
established under section 7 of that Ordinance.

UOMG oo Hodi§Co.

Date: 26 March 2015 KPMG Taseer Hadi & Co.

Chartered Accountants

Karachi Amyn Malik




Industrial and Commercial Bank of China Limited - Pakistan Branches
Statement of Financial Position
Ax ar December 31, 2014

2014 2013

Note (Rupees in '000)

ASSETS
Cash and balances with treasury banks 6 4,329,697 4,462,227
Balances with other banks 7 295,142 163.630
L.endings to tinancial institutions 8 1,129,730 3.490.017
Investments - net 9 63,074,604 47,547,395
Advances 10 6,087,050 3,894,413
Operating fixed assets 11 183,341 243,293
Deferred tax assets 16 - 54,325
Other assets 12 850,823 2,189,505

75,950,387 62,044,805
LLIABILITIES
Bills payable 13 4,667 104,562
Borrowings 14 56,592,615 40,028,520
Deposits and other accounts 15 9,500,726 14,986,537
Sub-ordinated loans - -
Liabilitics against assets subject to finance lease - -
Delerred tax labilities 16 21,132 -
(nher labilities 17 5,323,081 3,229,839

71,442,821 58,349,458
NET ASSETS 4,507,566 3.695.347
REPRESENTED BY
Head office capital account /8 3,627,239 3,802,007
Reserves - ~
Unremitted profit/ Accumulated (losses) 844,926 (70,240)

4,472,165 3,731,767
Surplus / (deficit) on revaluation of investments - net of tax 19 35,401 (36,420)
4,507,566 3,695,347

CONTINGENCIES AND COMMITMENTS 20

The annexed notes 1 to 37 form an integral part of these financial statements.

e \
oot

Xu Keen Ye Ning
Chief Excecutive Officer Head of Finance




Industrial and Commercial Bank of Chma Limited - Pakistan Branches
Profit and Loss Account
For the year ended December 31, 2014

2014 2013
Note (Rupees in '000)
Mark-up / Return / Interest Earned 21 4,607,826 3,700,571
Mark-up / Return / Interest Expensed 22 (1,078,251) (738,992)
Net mark-up / Interest Income 3,529,575 2,961,579
Provision against non-performing loans and advances - -
Provision for diminution in the value of investments - B
Bad debts written off directly - -
Net Mark-up / Interest Income after provisions 3,529,575 2,961,579
NON MARK-UP /INTEREST INCOME
Fee, Commission and Brokerage Income 276,129 141,895
Dividend Income - -
Loss [rom dealing in foreign currencies 23 (1,485,746) (2,182,599)
Gain/ (Loss) on sale of securilies - ‘ .
Unrealized Gain / (Loss) on revaluation of invesiments

classified as held for trading - -
Other Income 290 349

Total non-mark-up / interest income (1,209,327) (2,040,355)

2,320,248 921,224

NON MARK-UP / INTEREST EXPENSES

Administrative expenses 24 (915,410) (661,533)
Other provisions / write-offs - -
Other charges

Total non-mark-up / interest expenses (915,410) (661,533)
1,404,838 259,691
Lixtra ordinary / unusual items ) . -
PROFIT BEFORE TAXATION 1,404,838 259,691
Taxation - Current 25 452,888 -
- Prior years - -
- Deferred 36,784 (34,714
489,672 (34,714)
PROFIT AFTER TAXATION 915,166 294,405

The annexed notes 1 to 37 form an integral part of these financial statements.
\

i W

Xu Kcen Ye Ning
Chief Exccutive Officer Head of Finance




Industrial and Commercial Bank of China Limited - Pakistan Branches

Statement of Comprehensive Income
For the year ended December 31, 2014

Note
Profit after taxation for the year
Other comprehensive income
Items that will not be reclassified to profit and loss account
Cxchange adjustments on revaluation of capital 18

Comprehensive income - transferred to statement of changes in equity

Components of comprehensive income not reflected
in Head Office account

Surplus / (deficit) on revaluation of available for sale
securities - net of tax

Total comprehensive income

The annexed notes 1 to 37 form an integral part of these financial statements.

A

Xu Keen
Chief Executive Officer

2014 2013
(Rupees in '000)

915,166 294,405
(174,768) 295,097
740,398 589,502
71,821 (42,856)
812,219 546,646
>
o T
Ye Ning

Head of Finance



Industrial and Commercial Bank of China Limited - Pakistan Branches

Cash Flow Statement
For the vear ended December 31, 2014

Note
CASH FLOW FROM OPEARTING ACTIVITIES

Profit before taxation

Adjustinents:
Depreciation S R 11.1

Decrease / (Increase) in operating assets
Lendings to financial institutions
Advances

Others assets

Increase / (Decrease) in operating liabilitics
Bills payable

Borrowings from financial institutions
Depaosits

Other liabilities

Income tax paid
Nel cash flow from operating activities

CASH FLOW FROM INVESTING ACTIVITIES

Investments in operating fixcd assets 1.1
Net investments in available for sale sccurities

Net cash flow from investing activities

CASH FLOW FROM FINANCING ACTIVITES

Remittance received from head office
Net cash flow from financing activities

Exchange adjustments on revaluation of capital 18
Increase in cash and cash cquivalents

Caslh and cash equivalents at beginning of the year
Cash and cash equivalents at end of the year 26

The annexed notes | to 37 form an integral part of these financial statements.

P

Xu Keen
Chief Exccutive Officer

2014

2013

(Rupecs in '000)

1,404,838 259,691
79,822 82.376
1,484,660 342,067
1,232,653 (455.455)
(2,192,637) (3,837,817)
1,393,007 (1,065,548)
433,023 (5,358,820)
(99,895) 171,571
18,256,861 35,555,400
(5,485,811) 10,818,893
2,100,302 652,940
14,771,457 47,198,804
16,689,140 42,182,051
(475,000) .
16,214,140 42,182,051
(19,870) (9,006)
(15,455,388 (34,013,770
(15475258)  (34,022,776)
(174,768) 295,097
564,114 8,454,372
2,979,827 (5:474,545)
3,543,941 2,979,827

of f

Head of Finance




[ndustrial and Commercial Bank of China Limited - Pakistan Branches

Statement of Changes in Equity
For the year ended December 31, 2014

Note

Balance as at January 01, 2013

Total comprehensive income for the year ended December 31, 2013

I'rofit afler taxation

lixchange adjustments on revaluation ol capitul 18
Balance as at December 31, 2013

Tatal camprehensive income for the year ended December 31, 2014

I'rofit aller taxation

Lxchange adjustments on revaluation of capilal 18

Balance as at December 31, 2014

I'he annexed notes | to 37 form an imegral part of these [inancial statements.

T

Nu Keen
Chief Exccutive Officer

Head office Unremitted Total
capital account profit/
Accumulated
(losses)
(Rupees in '000)
3,506,910 (364.645) 1,142,265
- 294,405 294,405
295.097 - 295,097
3.802.007 {70.240) 3,731,767
- 915,166 915,166
(174.768) - (174,768)
(174,768) 915,166 740,398
3,627,2)9 844,926 4,472,165
et %’
Ye Ning

Head of Finance




Industrial and Commercial Bank of China Limited - Pakistan Branches

Notes to the Financial Statements
For the year ended December 31, 2014

3.1

3.2

STATUS AND NATURE OF BUSINESS

The Pakistan branches of Industrial and Commercial Bank of China Limited ("the branches") have
commenced their operations in Pakistan with effect from August 18, 201 1. Industrial and Commercial
Bank of China Limited is incorporated in the People's Republic of China.

The Bank presently operates through three branches (December 31, 2013: two branches and one
service center ) in Pakistan and is engaged in banking activities permissible under the Banking
Companies Ordinance, 1962. The registered office of the Bank is located at Parsa Tower, P.E.C.H.S,
Main Shahrah -e-Faisal, Karachi. The credit rating of the Bank is disclosed in note 27 to these financial
statements.

BASIS OF PRESENTATION

In accordance with the directives of the 'ederal Government regarding the shifting of the banking
system to Islamic modes, the SBP has issucd various circulars from time to time. Permissible form of
tradc-related modes of financing includes purchase of goods by banks from their customers and
immediate resale to them at appropriate mark-up in price on deferred payment basis. The purchases
and sales arising under these arrangements are not reflected in these financial statements as such, but
are restricted to the amount of facility actually utilized and the appropriate portion of mark-up thercon.

STATEMENT OF COMPLIANCE

These financial statements have been prepared in accordance with approved accounting standards as
applicable in Pakistan. Approved accounting standards comprise of International Financial Reporting
Standards (IFRS) issucd by the International Accounting Standard Board (IASB) as are notified under
the Companies Ordinance, 1984, provisions of and directives issued under Companies Ordinance, 1984,
the Banking Companies Ordinance, 1962 and regulations/ directives issued by the Securities and
Lxchange Commission of Pakistan (SECP) and SBP. Wherever the requirements of Companics
Ordinance, 1984, Banking Companies Ordinance, 1962 or regulations / directives issucd by the SECP
and the SBP differ with the requirements of IFRS, the requirements of the Companies Ordinance,

1984, Banking Companics Ordinance, 1962 or the requirements of the said regulations/ directives shall
prevail,

The State Bank of Pakistan has deferred the applicability of International Accounting Standard (IAS)
39, 'Financial Instruments: Recognition and Measurement' and International Accounting Standard (IAS)
40, 'Investment Property' for banking companies through BSD Circular Letter No. 10 dated August 26,
2002 till further instructions. Further, the Securities and Exchange Commission of Pakistan has deferred
the applicability of International Financial Reporting Standard (IFRS) 7, 'Financial Instruments:
Disclosures' on banks through its notification S.R.O 411(1)/2008 dated April 28, 2008. Accordingly, the
requirements of these standards have not been considered in the preparation of thesc financial
statements. However, investiments have been classified and valued in accordance with the

requirements prescribed by the State Bank of Pakistan through various circulars.

V_Qtl\({("\




3.3

Application of new and revised approved accounting standards not yet effective

The following standards, amendments and interpretations of approved accounting standards will be
clTective for accounting periods beginning on or after January 91, 2014:

- IFRIC 21- Levies ‘an Interpretation on the accounting for levies imposcd by governments’
(cffective for annual periods beginning on or after January 01, 2014). IFRIC 21 is an interpretation
of IAS 37 Provisions, Contingent Liabilitics and Contingent Assets. IAS 37 sets out criteria for the
recognition of a liability, onc of which is the requirement for the entity to have a present obligation
as a result of a past event (known as an obligating event). The interpretation clarifies that the
obligating event that gives rise to a liability to pay a levy is the activity described in the relevant
legislation that triggers the payment of the levy. The amendment is not likely to have an impact on
the financial statements of the Bank.

- Amendment to IAS 36 “limpairment of Assets” Recoverable Amount Disclosures for Non-
Financial Assets (effective for annual periods beginning on or after January 01, 2014). These
narrow-scope amendments to IAS 36 Impairment of Assets address the disclosure of information
about the recoverable amount of impaired assets if that amount is based on fair value less costs of
disposal. The amendment is not likely to have an impact on the financial statements of the Bank.

- Amendments to IAS 19 “Employec Benefits” Employee contributions — a practical approach
(effective for annual periods beginning on or after July 01, 2014). The practical expedient
addresses an issue that arose when amendments were made in 2011 to the previous pension
accounting requirements. The amendments introduce a relief that will reduce the complexity and
burden of accounting for certain contributions from employees or third parties. The amendments
are relevant only to defined benefit plans that involve contributions from employees or third parties
meeting certain criteria. The amendment is not likely to have an impact on the financial statements
of the Bank.

- Annual Improvements 2010-2012 and 2011-2013 cycles (most amendments will apply prospectively
for annual period beginning on or after July 01, 2014). The new cycle of improvements contain
amendments to the following standards:

- IFRS 2 *Sharc-based Payment’. IFRS 2 has been amended to clarify the definition of ‘vesting
condition’ by scparately defining ‘performance condition’ and ‘service condition’. The
amendment also clarifies both: how to distinguish between a market condition and a
non-market performance condition and the basis on which a performance condition can be

differentiated from a vesting condition.

- IFRS 3 ‘Business Combinations’. These amendments clarify the classification and
measurcment of contingent consideration in a business combination. Further, IFRS 3 has also
been amended to clarify that the standard does not apply to the accounting for the formation of
all types of joint arrangements including joint operations in the financial statements of the joint
arrangement themselves.

- IFRS 8 ‘Operating Segments’ has been amended to explicitly require the disclosure of
Judgments made by management in applying the aggregation criteria. In addition, this
amendment clarifies that a reconciliation of the total of the reportable segment’s assets to the
entity assets is required only if this information is regularly provided to the entity’s chief
operating decision maker. This change aligns the disclosure requirements with those for
segment liabilitics.

vrha T




4.1

4.2

4.3

- Amendments to IAS 16’Property, plant and equipment’ and IAS 38 ‘Intangible Assets’. The
amendments clarify the requirements of the revaluation model in IAS 16 and 1AS 38,
recognizing that the restatement of accumulated depreciation (amortization) is not always
proportionalte to the change in the gross carrying amount of the asset.

- 1AS 24 *‘Related Party Disclosure’. The definition of related party is extended to include a

management entity that provides key management personnel services to the reporting entity,
either directly or through a group entity.

The above amendments are not likely to have an impact on the financial statements of the Bank other
than additional disclosures.

BASIS OF MEASUREMENT

Accounting convention

These financial statements have been prepared under the historical cost convention except that
available for sale investments, derivative financial instruments and Forward Foreign Exchange
Contracts are measured at fair value,

Functional and Presentation Currency

Thesc financial statements are presented in Pakistani Rupees, which is the branches' functional and

presentation currency. The amounts are rounded off to the nearest thousand rupees except as stated
otherwise.

Critical accounting cstimates and judgments

The preparation of financial statements in conformity with approved accounting standards requires
management to make judgments, estimates and assumptions tkat effect the application of policies and
reported amounts of assets and liabilities, income and expenses. The estimates and associated
assumptions are based on historical experience and various other factors that are believed to be
reasonable under the circumstances, the results of which form the basis of making the judgments about
carrying values of asscts and liabilitics that are not readily apparent from other sources. Actual results
may differ from these estimates. The estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions to accounting estimales are recognized in the period in which the estimate is
revised if the revision affects only that period, or in the period of the revision and future periods if the
revision affects both current and future periods.

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

- classification of investments (note 5.3)

- income taxes (note 5.7)

- depreciation of operating fixed assets (note 5.5)
- [Fair value of derivatives (note 5.14)

- defined benefit plan (note 5.8)

SUMMARY OF SIGNIFICANT AICCOUNTING POLICIES

The principal accounting policies applied in the preparation of these financial statements are set out
below.
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5.3

5.3.1

Cash and cash equivalents

Cash and cash equivalents comprise of cash in hand, balances with treasury banks, balances with other
banks in current and deposit accounts and lendings and borrowings having original maturity of three
months or less.

Lendings to / borrowings from financial institutions

The Bank enters into transactions of repos and reverse repos at contracted rates for a specificd period
of time. These are recorded as under:

Sale of securities under repurchase agreements

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

Purchase of securities under resale agreements

Sccurities purchased under agreement to resell (reverse repo) are not recognized in the financial
statements as investments and the amount extended to the counter party is included in lendings. The
difference between the purchase and contracted resale price is accrued on a time proportion basis over
the period of the contract and recorded as incoine.

Investments

Classification

The Bank classifies its investments as follows:

Held for trading

These are investments, which are either acquired for generating a profit from short-term fluctuations in
market prices, intercst rate movements, dealers margin or are securities included in a portfolio in which
a pattern of short-term profit taking exists.

Available for sale

These are investments which do not fall under the 'held for trading’ and 'held to maturity' categorics.

Held to maturity

These are investments with fixed or determinable payments and fixed maturities and the Bank has the
positive intent and ability to hold them till maturity.

Regular way contracts

All purchases and sales of investments that require delivery within the time frame established by
regulation or market convention are recognized at settlement date, which is the date at which the Bank
agrees to settle the purchase or sale of investments.

\Atﬂ(”'\( d




5.4

Initial recognition and measurement

Investments other than those categorized as 'held for trading' are initially recognized at fair value.
Transaction costs associated with the investment are included in cost of investments. Investiments
classificd as 'held for trading' arc initiaily recognized at fair value and transaction costs arc expensed in
the profit and loss account.

Subsequent measurement

In accordance with the requirements of State Bank of Pakistan, quoted securities other than thosc
classified as 'held to maturity' are subsequently remeasured to market value. Surplus / (deficit)
arising on revaluation of sccuritics classified as 'held for trading' is taken to profit and loss account
and for securities classificd as 'Available for sale' is taken to a separate account shown in the
statement of financial position below equity. Investments classified as 'Held to maturity' are carried
at amortized cost.

Impairment

Provision for diminution in the values of securities is made after considering impairment, if any, in
the value. Provision for impairment against debt securities is made as per the aging criteria
prescribed by the Prudential Regulations of SBP.

Loans and advances

Loans and advances arc stated net off provisions against non-performing advances. Specific and
general provisions are made in accordance with the requirements of the Prudential Regulations issued
by the State Bank of Pakistan from time to time. The net provision made / reversed during the year is
charged to profit and loss account and accumulated provision is netted-off against advances. Advances
are written off when there are no realistic prospects of recovery.

Opecrating fixed assets

Operating fixed assets except capital work-in-progress are stated at historical cost less accumulated
depreciation and accumulated impairment losses, if any. Historical cost includes expenditures that arc
directly attributable to the acquisition of the items.

Depreciation is charged to income by applying the straight-line method using the rates specified in note
1.1 to these financial statements. The depreciation charge for the year is calculated after taking into
account residual value, if any. The residual values, useful lives and depreciation method are reviewed
and adjusted, if appropriate, at cach reporting date. Depreciation on additions is charged from the date
on which the assets arc available for usc and ceases on the date on which they are disposed off.

Maintenance and normal repairs are charged to income as and when incurred. Subsequent cosis are
included in the assct's carrying amount or are recognized as a scparate asset, as appropriate, only when
it is probable that future economic benefits associated with the item will flow to the Bank and the cost
of the item can be measurced reliably.

Capital work-in-progress

Capital work-in-progress is stated at cost less accumulated impairment losses, if any. All expenditure
connected with specific assets incurred during installation and construction period are carricd under this
head. These are transferred to specific asscts as and when assets become available for use.
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5.8

5.10

Taxation

Income tax expense comprises current and deferred tax. Income tax expense is recognized in the profit
and loss account except to the extent that it relates to items recognized directly in other comprehensive
income or surplus on revaluation of investments in which case it is recognized in other comprehensive
income or surplus on revaluation of investments.

Current

Provision for current taxation is bascd on taxable income at the current rates of taxation alter taking
into consideration available tax credit and rebates, if any. The charge for current tax also includes
adjustments, where considcred necessary relating to prior years, which arise from assessments /
developments made during the year. -

Deferred

Deferred tax is recognized using the balance sheet liability method on all temporary differences arising
between the carrying amounts of assets and liabilities for financial reporting purposes and amounts used
for the taxation purposes. The amount of deferred tax provided is based on the expected manner of
realization or settlement of the carrying amounts of assets and liabilities using the tax rates cnacted or
substantially enacted at the reporting date. A deferred tax asset is recognized only to the extent that it

is probable that future taxable profits will be available and the credits can be utilized. Deferred tax
assct is reduced to the extent that it is no longer probable that the related tax benefits will be realized.

Employee benefits

a) Defined benefit plan

The branches operate an approved funded gratuity scheme covering eligible employees whose
period of employment with branches is five years or more. Gratuity is payable to staff on
completion of the prescribed qualifying period of service under the scheme.

b) Defined contributién plan

The branches operate an approved provident fund for all of its local permanent employees in
respect of which contributions arc made to discharge liability under the respective rules of the
schemes.

Borrowings / deposits and their cost

a) Borrowings / deposits are recorded at the proceeds received.

b) Borrowing costs are recognized as an expense in the period in which these are incurred using
cffective mark-up / interest rate method to the extent that they are not directly attributable to the
acquisition of or construction of qualifying assets. Borrowing costs that are directly attributable to
the acquisition, construction or production of a qualifying asset (one that takes a substantial period
of time to get ready for use or sale) are capitalized as part of the cost of that asset.

Provisions

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

v




5.13

5.14

Acceplances

Acceptances comprise undertakings by the branches to pay bills of exchange drawn on customers. The
branches expect most acceplances to be simultaneously settled with the reimbursement from the
customers. Acceptances are accounted for as off balance sheet transactions and are disclosed as
contingent liabilities and commitments.

Revenue recognition

Advances and investiments

Mark-up income on loans and advances and debt securitics is recognized on a time proportion basis.
Where debt securities are purchased at a premium or discount, those premiums / discounts are
amortized through the profit and loss account over the remaining maturity, using the effective yield
method.

Fee, commission and brokerage

Fee, commission and brokerage income except income from guarantees are accounted for on
receipt basis. Commission on guarantees is recognized on time proportion basis.

Other income is recognized on accrual basis.
Foreign currency translation

Transactions in foreign currencies are translated into Pakistani rupces at the exchange rates prevailing
on the transaction date. Monetary assets and liabilities denominated in foreign currencies are translated
into Pakistan Rupees at the exchange rates prevailing at the reporting date. Foreign exchange gains and
losses resulting from the settlement of such transactions and from the translation at year-end exchange
rates of monetary assets and liabilities denominated in foreign currencies are recognized in the profit
and loss account.

Forward contracts are valued at forward rates applicable to the respective maturities of the relevant
foreign exchange contract.

Exchange gains and losses are included in income.

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

Derivative financial instruments

Derivative financial instruments are initially recognized at fair value on the date at which the derivative
contract is entered into and subscquently remeasured at fair value using appropriate valuation
techniques. All derivative instruments are carried as assets where fair value is positive and as liabilitics
where fair value is negative. Any changes in the fair value of derivative financial instruments are taken
to the profit and loss account.

Off-setting

Financial assets and financial liabilities are off-set and the net amount is reported in the financial
statements only when there is a legally enforceable right to sct-off the recognized amount and the
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6.1

6.2

6.3

branches intend either to settle on a net basis, or to realize the assets and to settle the liabilities

simultaneously. Income and expense items of such assets and liabilities are also off-set and the net
amount is reported in the financial statements.

Segment reporting

A segment is a distinguishable component of the branches that is engaged either in providing product or
services (business segment), or in providing products or services within a particular economic
environment (geographical segment), which is subject to risks and rewards that are different from those
of other segments. The branches' primary format of reporting is based on business segments.

Business segments

Trading and sales

It includes fixed income, equity, foreign exchanges, commodities, credit, funding, own position
securities, lending and repos, brokerage debt and prime brokerage.

Corporate finance

This represents provision of banking scrvices including treasury and international trade activities to
large corporate customers, multinational companies, government and semi government departments
and institutions and SME:s treated as corporate under Prudentia! Regulations.

CASH AND BALANCES WITH TREASURY BANKS 2014 2013
Note (Rupees in '000)

In hand

Local currency 4,871 24,164

Foreign currencies 40,250 24,964

45,121 49,128

With State Bank of Pakistan in

Local currency current accounts 6.1 420,939 408,086

Foreign currency current accounts 6.2 70,602 34,486

Foreign currency deposit accounts 6.3 3,793,035 3,970,527
4,329,697 4,462,227

—_—

This includes statutory liquidity reserve maintaizied with the SBP under Section 22 of the Banking
Companies Ordinance, 1962.

As per BSD Circular No. 9 dated December 3, 2007, cash reserve of 5% is required to be
maintained with the State Bank of Pakistan on deposits held under the New Foreign Currency
Accounts Scheme (FE-25 deposits).

This includes special cash reserve of 15% required to be maintained with the State Bank of Pakistan
on FE-25 deposits as specified in BSD Circular No. 14 dated June 21, 2008. Profit rates on these
deposits are fixed by SBP on a monthly basis. The State Bank of Pakistan has not remunerated
these deposit accounts during the year. It also includes capital maintained with SBP in accordance
with the requirements of Scction 13 of Banking Companies Oidinance 1962 amounting to USD
36.098 million (December 31, 2013: USD 36.098 million).
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7.1

8.1

8.2

8.3

8.4

9.1

9.2

9.3

BALANCES WITH OTHER BANKS 2014 2013

Note (Rupecs in '000)
In Pakistan

On current accounts 379 382

Outside Pakistan
On dceposit accounts 7.1 294,763 163,248
295,142 163,630

This includes placements of foreign currency funds with other ICBC branches, at interest rates ranging [rom 0% to 1.3% per annum (2013: 0%
10 0.47% per annum),

LENDINGS TO FINANCIAL INSTITUTIONS

Call money lendings ) 8.1 1,129,730 2,500,932
Repurchase agreement lendings (Reverse repo) - 989,085

1,129,730 3,490,017

These represent call lendings to financial institutions and other branches of ICBC at mark-up rates ranging from 4.0% to 4.1% per annum
(December 31, 2013: 0.1% to 10.3% per annum) with maturitics up to March 2015 (December 31, 2013: April 2014).

Particulars of lending

In local currency - 1,889,085
In forcign currencies 1,129,730 1,600,932
1,129,730 3,490.017
Securitics held as collateral against 2014 2013
Iending to Minancial institutions Held by Further Total Held by Further Total
bank given as bank given as
collateral collateral
---—--- (Rupees in '000) ————verem-

Markel Treasury Bills - - - 909,288 79.797 989,085
5 2 - 909,288 79,797 989,085

The market value of securities held as collateral against lendings to financial institutions as at December 31, 2014 amounts Nil (2013:
Rs. 994 million).

INVESTMENTS - NET 2014 2013
Ileld by Given as Held by Given as
Investments by types Bank Collateral Total Bank Collateral Total
Note ———-— (Rupees in '000) ——-moeeem
Available-for-sale securities
Market Treasury Bills 9.1.1 61,908,464 1,111,677 63,020,141 47,523,629 79,797 47,603,426
Investments at cost 61,908,464 1,111,677 63,020,141 47,523,629 79,797 47,603,426
Surplus / (Deficit) on revaluation of
available for sale securities 19 53,463 1,000 54,463 (55,937) (94) (56,031)
Total investments at market value 61,961,927 1,112,677 63,074,604 47,467,692 79,703 47,547,395

These Market Treasury Bills will mature upto May 2015 (December 31, 2013: upto May 2014) and carry interest at 9.39% to 10.02% per
annum (December 31, 2013: from 8.93% to 10.30%).

Investments by segments: ‘ 2014 2013
! Note (Rupees in '000)
Federal Government Securities
Markct treasury bills 63,020,141 47,603,426
Total investments at cost : 63,020,141 47,603,426
Surplus / (Deficit) on revaluation of available for salc securities 19 54,463 (56,031)
Total investments at market value 63,074,604 47,547,395
Quality of Available for Sale Sccuritics Market value Cost
2014 2013 2014 2013
——-—=--— (Rupees in '000) ——--eeueeen
Market Treasury Bills 63,074,604 47,547,395 63,020,141 47,603,426 (Unratcd-Government
Securitics)

yer™
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1.1

1.1.

10.1.

0.2

ADVANCES Note 2004 2013
(Rupees in "0M0)
Loans. cash credits, running linances, clc.
In Pakistan 3.948,633 830,000
Bills discounted and purchased (excluding treasury bills)
PPayable in Pakistan 2,138,417 3,064,413
6,087,050 3,894,413
Particulars of advances
1 Inlocal currency 5,747,633 980,000
In foreign currencics 339417 2914413
6,087,050 3894413
2 Shaort-term (for upto one year) 5,888,427 3,894,413
Long-term (for over onc year) 198,623 -
6,087,050 3.894.413
No advances have been placed under non-performing status (December 31, 2013: Nil).
OPERATING FIXED ASSETS
Property and equipment 1.1 183,341 243.293
183,341 243.293
Property and cquipment
2014
Cost Depreciation Book value
As at Additions As at As at As at As at
January 01, December  January  Charge for December  December 31, Rate of
2014 31,2014 01,2014 the year 31,2014 2004 Depreciation
(Rupces in "000) --- Yo
l.easchold improvements 282,190 - 282,190 67,161 58,247 125,408 156,782 20%
Furniture and lixture 16,380 5,553 21,933 6,975 3,308 10,283 11,650 20%
Vehicles - 5,005 5,005 - 783 783 4222 16.7%
L:lectrical, office and
compulter cquipment 72,223 9,312 81,535 53,364 17,484 70,848 10,687 33%
370,793 19.870 390,663 127,500 79,822 207,322 183.341
2013
Cost Depreciation Book value
As at Additions As at As at As at As at
January 01, December January  Charge forthe  December December 31, Rate of
2013 31,2013 01,2013 year 31,2013 2013 Depreciation
(Rupees in '000) Yo
Leaschold improvements 277.664f 4,526 282,190 11,243 55,918 67,161 215,029 20%
Furniture and fixture 14,575 1,805 16,380 3918 3,057 6,975 9,405 20%
Llectrical, office and
compuler equipment 69,548 2,675 72,223 29,963 23,401 53,364 18,859 33%
361,787 9.006 370,793 45,124 82376 127,500 243.293

T




12

13

14

14.1

14.2

14.3

14.4

15

OTHER ASSETS

Income / Mark-up accrued in local currency
Income / Mark-up accrued in foreign currencies

Advances, deposits, advance rent and other prepayments

Unrealized gain on forward foreign exchange contracts
Receivable from employec benefit plan
Others

BILLS PAYABLE

In Pakistan

BORROWINGS

In Pakistan
QOutside Pakistan

Particulars of borrowings with respect to currencies
In local currency
In foreign currencies

Details of borrowings Secured / Unsecured

Secured
Repurchase agreement borrowings (Repo)

Unsecured
Call borrowings

Note 2014 2013
(Rupees in '000)
57,559 20,484
2,323 17,497
489,385 37,672
299,487 2,076,914
262 -

1,807 36,938
850,823 2,189,505
4,667 104,562
4,667 104,562
1,111,677 79,797
55,480,938 39,948,723
56,592,615 40,028,520
1,111,677 79,797
55,480,938 39,948,723
56,592,615 40,028,520
14.3 1,111,677 79,797
14.4 55,480,938 39,948,723
56,592,615 40,028,520

This represents repurchase agreement borrowings from other banks at the rate of 9.5% per annum (2013:
10% per annum) maturing by January 2015 (2013: January 2014).

This represents borrowings from financial institutions and other ICBC branches at mark-up rates ranging
from 0.08% to 1.9% per annum (2013: 0.55% to 1.1%) maturing by May 2015 (2013: May 2014).

DEPOSITS AND OTHER ACCOUNTS

Customers

Fixed deposits

Savings deposits

Current accounts - Non-remunerative

_ Financial institutions

Remuncrative deposits
Non-remunerative deposits

v

2014

2013

(Rupees in '000)

3,873,418 11,260,149
3,196,248 1,090,885
2,374,083 2,625,997
9,443,749 14,977,031
36,000 -
20,977 9,506
9,500,726 14,986,537




15.1

16

16.1

17

17.1

Particulars of deposits

In local currency
In foreign currencies

2014

2013

(Rupees in '000)

DEFERRED TAX (LIABILITIES) / ASSETS - NET

Deferred debits arising in respect of
- Unabsorbed tax losses
- Investments - available for sale

Deferred credits arising due to

- Accelerated tax depreciation

Movement in deferred tax balances

Acccelerated tax depreciation
Investments - available for sale
Unabsorbed tax losses

Accelerated tax depreciation
Investments - available for sale
Unabsorbed tax losses

OTHER LIABILITIES

Mark-up / Return / Interest payable in local currency
Mark-up / Return / Interest payable in foreign currencies

Staff performance bonus payable
Payable to head office

Unrealized loss on forward foreign exchange contracts
Commission received in advance against unfunded

exposure
Payable to employee benefit plans
Workers' Welfare Fund

Advance received from customers in respect of

forward contracts
ATM and other settlements
Others

5,814,084 8,469,614
3,686,642 6,516,923
9,500,726 14,986,537
- 57,740
(19,062) 19,611
(19,062) 77,351
(2,070) (23,026)
(21,132) 54,325
As at Recognized Recognized As at
January 01, in profit in revaluation December
2014 or loss surplus 31,2014
{Rupces in '000) ----ecmermmmmemeee-

(23,026) 20,956 - (2,070)
19,611 - (38,673) (19,062)
57,740 (51,740 2 .
54,325 (36,784) (38,673) (21,132)

Asat Recognized Recognized As at
January 01, in profit in revaluation December
2013 or loss surplus 31,2013
(Rupees in '000) «---mevremeemmecenenn
- (23,026) - (23,026)
. - 19,611 19,611
- 57,740 - 57,740
- 34,714 19,611 54,325
2014 2013
Note (Rupees in '000)
126,856 152,624
162,472 98,014
285,662 95,849
17.1 1,396,916 1,464,223
2,530,292 985,076
338,733 305,754
- 907
5,675 5,300
17.2 329,834 -
17.2 124,450 67,747
22,791 54,345
5,323,681 3,229,839

This represents interest free advance of USD 13.9 million (December 31, 2013: USD 13.9 million)
provided by the head office for the purpose of initial set up of branches' operations. The terms of

repayment have not yet been agreed.

LI\
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20.1

20.2

20.3

204

These amounts have been reclassified from bills payable for comparative purposes.

HEAD OFFICE CAPITAL ACCOUNT

Capital held as interest free deposit in approved
tforeign exchange
USD 36.098 million (2013: USD 36.098 million)
- Balance at the beginning of the year
- Revaluation (deficit) / surplus allowed by the
State Bank of Pakistan during the year

SURPLUS/ (DEFICIT) ON REVALUATION OF
INVESTMENTS - AVAILABLE FOR SALE

Surplus / (Deficit) on revaluation of Government securities
Related deferred tax (liability) / asset

CONTINGENCIES AND COMMITMENTS

Transaction-related Contingent Liabilities
Covernment
Others

Trade-related Contingent Liabilities
Letters of credit
Acceptances

Commitments in respect of forward exchange contracts
Purchase
Sale

Commitments in respect of repo transactions

Repurchase
Resale

Commitments to extend credit - syndicated loan

MARK-UP/ RETURN/ INTEREST EARNED

On loans and advances

On investments in available for sale securities
On deposits with financial institutions

On securities purchased under resale agreements
On call money lendings

2014

2013

(Rupees in '000)

3,802,007 3,506,910
(174,768) 295,097
3,627,239 3,802,007
54,463 (56,031)
(19,062) 19,611
35,401 (36,420)
22,622,127 20,514,530
39,552,156 20,313,722
62,174,283 40,828,252
315,081 162,078
2,275,517 2,000,000
150,138,785 128,520,658
153,051,919 127,786,139
1,111,677 79,797

. 989,085

319,444 500,000
422,113 113,777
4,057,222 3,360,473
55,353 8,481
17,389 102,988
55,749 114,852
4,607,826 3,700,571
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23

24

24.1

24.2

25

MARK-UP/ RETURN/ INTEREST EXPENSED
Note

Deposits
Securitics sold under repurchase agreements
Other short term borrowings

LOSS FROM DEALING IN FOREIGN CURRENCIES

Revaluation (loss) / gain on forwards / swaps dcals
Exchange gain / (loss) on forwards / swaps deals
Exchange gain on foreign exchange spot deals
Others

ADMINISTRATIVE EXPENSES

Salaries, allowances, etc.

Charge for defined benefit plan 29.1
Contribution to defined contribution plan 29
Charge for Workers' Welfare Fund

Rent, taxes, insurance, electricity, etc.

Legal and professional charges

Communications

Stationery and printing

Advertisement and publicity

Donations 24.1
Depreciation 11.1
Travelling and entertainment

Auditors' remuneration 24.2
Others

Donations

Dar-ul-Sukun

Army Public School

Prime Minister's Balochistan Earthquake Relief Fund
Auditors' remuneration

Audit fee

Half yearly review

Special certifications and sundry advisory services
TAXATION

For the year

Current
Deferred 16.1

yet®

2014

2013

(Rupees in '000)

526,912 492,541
% 24,209
551,339 222,242
1,078,251 738,992
(3,322,643) 950,797
1,598,000 (3,218,772)
199,348 152,016
39,549 (66,640)
(1,485,746) (2,182.599)
611,333 397,156
486 459
1,435 440
28,670 5,300
105,423 82,751
6,127 3,488
19,294 16,874
3,935 3,020
3,517 3,439
200 100
79,822 82,376
26,845 47,987
2,359 952
25,964 17,191
915,410 661,533
100 -
100 5
. 100
200 100
732 732
252 220
1,375 -
2,359 952
452,388 .
36,784 (34,714)
489,672 (34,714)
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206

29.1

Relationship between tax expense and

accounting profit

Profit before taxation

Tax at the applicable rate of 35% (2013: 35%)

Effect of;

- Recogpnition of previously unrecognized deferred tax assets

- Others
Tax expense for the year

CASH AND CASH EQUIVALENTS

Cash and balances with treasury banks

Balance with other banks
Short term lending
Short term borrowings

CREDIT RATING

2014 2013
(Rupees in '000)

1,404,838 259,691
491,693 90,892
2 (125,372)
(2,021) (234)
489,672 (34.714)
4,329,697 4,462,227
295,142 163,630
1,129,730 2,257,364
(2,210,628) (3.903,394)
3,543,941 2.979.827

Moody's Investor Services Inc. has assigned a long term credit rating of Al and a short term credit

rating of P-1 to the head office of the Bank as at 30 April 2014 (2013: Al for long term and P-1 for

short term).

STAFF STRENGTH

Permancnt

Temporary / on contractual basis
Bank's own staff strength at the end of the year

Qutsourced
Total Staff Strength

EMPLOYEE BENEFITS

Defined Contribution Plan

2014 2013
(Number of employces)

72 47
6 6
78 53
4 2
82 55

The Bank contributed an amount of Rs. 1,435,117 (2013: Rs. 440,044) against a recognized Provident

Fund and EOBI during the year.

Defined bencefit plan

The branches operate an approved gratuity fund registered in October 2013 w.c.f July 2013 for all its

local permancnt employees who have completed the qualifying period as defined in the scheme. In

the prior year, the branches calculated the obligation on the basis of full liability. In the current year,

the branches have carried out an actuarial valuation on 31 December 2014 using Projected Unit

Credit Method and recorded the obligation accordingly.
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29.1.1

29.1.2

29.1.3

29.1.4

Principal actuarial assumptions

The projected unit credit method, as required by the International Accounting Standard 19 -
'Employce Benefits', was used for actuarial valuation based on the following significant

assumpltions:

discount rate
salary increasc

2014 2013
10.50% 12.75%
10.00% 12.25%

The disclosures made in notes 29.1 to 29.1.12 are based on the information included in the actuarial

valuation report of the Bank as of December 31, 2014.

Reconciliation of (receivable from) / payable to
defined benefit plan

Present value of defined benefit obligations
[Fair value of plan assets

Movement in (receivable from) / payable to defined benefit plan

Opening balance

Charge for the year - in profit and loss account
Bank's contribution to fund made during the ycar
Closing balance

Charge for defined benefit plan

Recognized in profit and loss account
Current service cost

Net interest

Total

Actual return on plan asscts
Reconciliation of present value of obligation

Present value of obligation as at January [, 2014
Current service cost

Past scrvice cost

Interest cost

Remeasurement loss

Present value of obligation as at December 31, 2014

V,Q\t\bg\“k

Note 2014
(Rupees in '000)

29.1.6 : 1,419
29.1.7 (1,681)

(262)

450
29.1.4 486
(1,198)

(262)

547
(61)

4806

907
771
(223)

73
(109)

1,419




- 29.1.7

Opening fair value of plan'assets

Cont

Interest Income

ributions by the Bank

Benefits paid

Investment Return

Fair value at end of the ycar

Changes in the fair value of plan assets are as follows:

2014
(Rupces in '000)

456
135
1,198

(108)

1,681

29.1.8

Plan assets consist of bank deposits. The gratuity fund was invested within the limits specified by
regulations governing investment of approved gratuity funds in Pakistan. There is no investment
in the shares or securities of the Bank.

29.1.9

Expected gratuity expense for the next year

Expected gratuity expense for the year ending December 31, 2015, works out to Rs. 789,745.

29.1.10 Sens

itivity Analysis
Particulars Present Value of Defined Percentage Change

Benefit Obligation

(Rs. in 000")

Current Liability 1,419
+1% Discount Ralc 1,343 -5.36%
-1% Discount Rate 1,502 5.85%
+1% Salary Incrcase Rate 1,502 5.85%
-1% Salary Increase Rate 1,342 -5.43%

- 29.1.11 Maturity Profile

Particulars Undiscounted Payments
{Rs. in 000")

Year | -

Year 2 288
Year 3 353
Year 4 760
Year 5 1,117
Year 6 to Year 10 5,592




29.1.12 Risks Associated with Defined Benefit Plans

30

30.1

30.2

a4)  Investment Risks

The risk arises when the actual performance of the investments is lower than expectation and thus
creating a shortfall in the funding objectives.

b)  Longevity Risks

The risk arises when the actual lifetime of retirees is longer than expectation. This risk is measured at the
pian level over the entire retiree population.

¢)  Salary Increase Risk

The most common type of retirement benefit is one where the benefit is linked with final salary. The risk
arises when the actual increases are higher than expectation and impacts the liability accordingly.

d) Withdrawal Risk

The risk of actual withdrawals varying with the actuarial assumptions can impose a risk to the benefit
obligation. The movement of the liability can go either way.

COMPENSATION OF CHIEF EXECUTIVE AND EXECUTIVES

Chiefl Executive Executives
2014 2013 2014 2013*

(Rupees in '000) {Rupees in '000)
Managerial remuneration 58,299 39,384 526,057 360,060
Charge for defined benefit plan - - 805 414
Contribution to defined contribution plan - - 1,003 729
Rent and house maintenance - - 4,361 3,581
Utilities - - 1,081 1,192
Medical - - 967 819
Conveyance - - 984 1,195
Others - - 3,172 2,345

58.299 39,384 538,430 370,335
Number of persons 1 ! 56 43

* Figures have been revised in accordance with the criteria of executives.

The chief executive and certain executives are also pravided with drivers, security arrangements and payment
of travel bills in accordance with their terms of employment.

Payment of performance bonus to the Chief Executive Officer for years 2014 made during the year amounts to
Rs. 12.9 million (2013: Rs. 11.8 million).

FAIR YALUE OF FINANCIAL INSTRUMENTS

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable
willing parties in an arm's length transaction.

The fair value of government securities is based on market prices available from Reuters and is disclosed in the
relevant note 9.

The re-pricing profile, effective rates and maturity are stated in note 35 to these financial statements.

In the opinion of the management, the fair value of the remaining financial assets and liabilities are not

significantly different from their carrying values since assets and liabilities are either short term in nature or are
frequently re-priced.
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SEGMENT DETAILS WITHI RESPECT TO BUSINESS ACTIVITIES

Total income
Total expenscs
Nct income

Segment assets
Sepment liabilitics
Segment return on assets (ROA) (%)

Segment cost of funds (%)

Total income
Tetal expenses
Net income

Segment assels
Scgment liabilitics
Sepment return on assets (ROA) (%)

Scgment cost of funds (%)
* Figures have rearranged for comparison,

RELATED PARTY TRANSACTIONS

2014
Corporate Trading &
Finance Sales Others Total
(Rupees in '000)
422,113 2,976,386 - 3,398,499
(138,432) (1,775,407) (79,822) (1,993,661)
283,681 1,200,979 (79,822) 1,404,838
6,087,050 68,829,173 1,034,164 75,950,387
5,370,178 60,723,163 5,349,480 71,442 821
8.46% 4,78% 0,00%
3.09% J.17% 1.84%
2013 *
Corporate Trading &
Finarce Sales Others Total
-— (Rupees in '000) ———-sm———eeemme
113,777 1,546,439 - 1,660,216
(61,932 (1,256,217} (82,376) (1,400,525)
51,845 260222 (82.376) 259691
3894413 55,663,269 2487123 62,044 805
3.582.376 51.417.681 3.334.401 58,349,458
5.76% 4.06% 0.00%
3.40% 3.71% 2.82%

I"arties are considered to be related i€ one party has the ability to control the other parly or exercise significant influence over the other party in making financial
or operational decisions and includes head office, other branches of the Bank and Key Management personnel and stafT retirement benefit funds, The
transactions with related partics are conducted under normal course of business substantially on the same terms as those prevailing at the time for comparable
transactions with unrelated partics and do not involve more than a normal risk. Pakistan branches of the Bank also provide advances to employees in accordance

with their terms of employment.

Details of the transactions with related parties during the year and balances with them as at year end are as [ollows:

Balance Sheet

Balances with other banks
Lendings to linancial institutions
Barrowings

Other liabilitics

Profit and Loss
Interest / other income
Interest / other cxpense

Balance Sheet

Balances with other banks
Lendings to Nnancial institutions
Borrowings

Other liabilitics

Profit and Loss

Interest / other income

Interest / other expense

Key Management Personnel

Managerial remuneration (including allowances)

Caontribution Lo provident and benevolent fund
Medical

Number of persans

el

2014
Staffl Key Other ICBC Head Office Total
retircment Management branches
Bencfhits Personnel
(Rupcees in "000)
- - 48,415 246,347 294,762
- - 1,129,730 - 1,129,730
- - 25,120,775 30,360,163 55,480,938
- 4,128 1,396,916 1,401,044
- - 75,523 370 75,893
2,633 513,912 237,358 261,827 1,015,740
2013
Staff Key Other ICBC Head Office Total
relirement Management branches
Benefits Personncl
(Rupees in '000)

- - 797 162,451 163,248
- - 1,600,932 - 1,600,932
- - 5,930,089 34,018,604 39,948,723
899 373 - 1,464,223 §,465,495
- - 52,021 2,099 54,120
899 350,498 16,567 204,682 572,646

2014 2013

(Rupees in "000)

513,227 349918
451 340

244 240
513,922 350,498
28 24
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34.1

34.2

34.2.1

34.2.2

34.2.3

CAPITAL ASSESSMENT AND ADEQUACY

Scope of Applications

Amounts subject to Pre - Basel I treatment

The Bascl-111 Framework is applicable to the branches. Standardized Approach is used for caleulating the Capital
Adequacy for Credit and Market risks, whereas, Basic Indicator Approach (BIA) is used for Operational Risk Capital
Adequacy purposc.

Capital Management

Objectives and goals of managing capital

The branches manages its capital to attain following objectives and goals:

- an appropriately capitalized status, as defined by banking regulations;

- acquirc strong credit ratings that cnable an optimized funding mix and liquidity sources at lesser costs;

- cover all risks underlying business activitics and

- retain flexibility to harness future investment opportunitics, build and expand even in stressed times.

Statutory Minimum Capital Requirement and Capital Adequacy Ratio

The State Bank of Pakistan through its BSD Circular No.07 of 2009 dated April 15, 2009 requires the assigned capital
(nct off losses) for branches of foreign banks operating in Pakistan to oe raised to Rs. 3 billion by the financial year
December 2010. The Head Office capital account of the branches for the year ended December 31, 2014 stands at Rs.
3.6 billion and is in compliance with the SBP requirement for the said year.

The capital adequacy ratio of the Bank is subject to the Basel Il capital adequacy guidelines stipulated by the State
Bank of Pakistan through its BPRD Circular No. 06 of 2013 dated August 15, 2013. Thesc instructions are cffcctive
from December 31, 2013 in a phased manner with full implementation intended by December 31, 2019. Under Basel

111 guidelines banks are required to maintain the following ratios on an ongoing basis:

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

Sr. No Ratio 2013 2014 2015 2010 2017 2018 31-Dec-19
| CET | 5.0% 5.5% 6.0% 6.0% 6.0% 6.0% 6.0%

2 ADT | [.5% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5%

3 Tier 1 6.5% 7.0% 7.5% 7.5% 7.5% 7.5% 7.5%

4 Total Capital 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 10.0%
*CCB 0.0% 0.00% 0.25% 0.65% 1.28% 1.90% 2.50%

6 Total Capital Plus CCB 10%| 10.00%]| 10.25%| 10.65%| 11.28%| 11.90% 12.50%

* Capital conservative buffer
Branches' regulatory capital is analyzed into three tiers

Common Lquity Tier 1 capital (CET1), which includes fully paid up capital (including the bonus shares), balance in
share premium account, general rescryes, statutory reserves as per the financial statements and net unappropriated
profits after all regulatory adjustments applicable on CETI (refer note 34.4).

Additional Tier | Capital (AT1), which includes perpetual non-cumulative preference shares and sharc premium
resulting from cie issuance of preference shares balance in sharc premium account after all regulatory adjustments
applicable on AT (refer to note 34.4).
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34.3

Tier 2 capital, which includes Subordinated debl/ Instruments, share premium on issuance of Subordinated debt/
Instruments, general provisions for loan losses (up to a maximum of 1.25% of credit risk weighted assels), gross
reserves on revaluation of fixed assets and equity investments and forcign exchange translation reserves after all
regulatory adjustiments applicable on Tier-2 (refer to note 34.4).

The required capital adequacy ratio (10% of the risk-weighted assets) is achieved by the branches through
improvement in the capital base, asset quality at the existing volume level, cnsuring better recovery management and
composition of asset mix with low risk. Banking opcrations arc calegorized as either trading book or banking book and
risk-weighted assets are determined according to specified requirements of the State Bank of Pakistan that scek Lo
reflect the varying levels of risk attached to asscts and off-balance sheet exposures. The total risk-weighted exposures
comprise of the credit risk, market risk and operational risk.

Basel-111 Framework enables a more risk-sensitive regulatory capital calculation to promote long term viability of the
branches. It is critical that it is able to continuously monitor the exposure across entire organization and aggregale the
risks so as to take an integrated approach/view. Maximization of the return on risk-adjusted capital is the principal
basis to be used in determining how capital is allocated within the branches to particular operations. The branches
remained compliant with all externally imposed capital requircments through out the year. Further, there has been no
material change in the branches' management of capital during the year.

Capital Adequacy

The main objective of the capital management is to improve the financial position of the branches to support the
growth in business.

The branches' capital management approach is driven by its desire to maintain a strong capital base to support the
development of its business, to meet regulatory capital requirements at all times and at the same time maintaining
creditor and market confidence.

In implementing current capital requirements the State Bank of Pakistan requires banks to maintain minimum Capital
Adcquacy Ratio (CAR) of 10% as of December 31, 2014 whercas CAR stood at 14.65% at the year ended December
31,2014,

The Bank calculates capital adequacy ratio for credit risk, market risk and operational risk based upon requirements
under Bascl Accord as per guidelines issued by the State Bank of Pakistan from time to time in this regard.

Major credit risk in respect of on and off-balance sheet exposures are mainly claims on banks and corporates.

Markel risk exposures are mainly forcign exchange positions. For market risk in its portfolio, based on the
methodology provided by SBI which takes account of specific and general market risk capital charge for interest rate
risk using the maturity method.

For calculation of operational risk capital charge using the Basic Indicator Approach as prescribed by SBP vide their
Circular No. 08 dated 27 June 2006.

The Bank’s potential risk exposures shall remain in these exposure Lypes.

Sensitivity and stress testing of the Branch under different risk factors depicts that the capital adequacy ratio is above
the regulatory rcquirements.
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344 Capital Adequicy Ratio as at December 31, 2014

Common Equity Tier | capital (CL'T'1): Instruments and reserves

l Fully Paid-up Capital/ Capital deposited with SBP

2 Balance in Share Premiwm Account

3 Reserve for issuc of Bonus Shares

4 Discount on Issue of shares

5 Genceral/ Stalwtory Reserves

6 Gain/{Losses) on derivatives held as Cash Flow Hedge

7 Unappropriated/unremitted profits/ (lossces)

b Minority Interests arising from CLT] capital instruments issued 1o third partics by consolidated

bank subsidiarics (amount allowed in CET capital of the consolidation group)
9 CET | before Regulatory Adjustments
{V] Total regutatory adjustments applied to CETI (Note 34.4.1)
11 Commuon Equity Tier 1

Additional Tier 1 (AT 1) Capital

12 Qualilying Additional Tier-1 capital instruments plus any related share premium
13 ol which: Classilicd as cquily
14 ol which: Classilied as liabilitics

13 Additional Tier-1 capital instruments issued to third partics by consolidated subsidiaries (amount
allowed in group AT 1)

16 of which: instrument issucd by subsidiarics subject to phase out

£7 AT before regulatory adjustments

18 Tolal regutatory adjustment applicd to ATT capital (Note 34.4.2)

19 Additional Tier 1 capital alter regulatory adjustments

20 Additional Tier 1 capital reeognized for capital adequacy

21 Tier | Capital (CETT + admissible A'T1) (11+20)

Tier 2 Capital
22 Qualilying Ticr 2 capital instruments under Basel [11 plus any related share premium

23 Ticr 2 capital instruments subject to phaseout arrangement issued under pre-Basel 3 rules

24 “Tier 2 capital instruments issued to third partics by consolidated subsidiarics (amount allowed in
group ticr 2)

25 ol which: instruments issucd by subsidiarics subject to phase out

26 General provisions or general reserves for loan losses-up to maximum of 1.25% of Credit Risk
Weighted Asscts

27 Revaluation Reserves (net of laxes)

28 of which: Revaluation reserves on fixed assets

29 ol which: Unrealized gains/losses on AFS

30 Foreign Exchange Translation Reserves

3l Undisclosed/Other Reserves (if any)

32 T2 before regulatory adjustments

33 Total regulatory adjustment applicd 1o T2 capital (Note 34.4.3)
34 Tier 2 capital {12) afier regulatory adjustiments

35 Ticr 2 capital recognized for capital adequacy

36 Portion of Additional Ticr | capital recognized in Tier 2 capital
37 Total Tier 2 capital admissible lor capital adequacy

38 TOTAL CAPITAL (T1 + admissible T2) (21+37)

39 Total Risk Weighted Assets (RWA) {for details refer Note 34.7)

Capital Ratios and buffers (in percentage of risk weighted assets)
40 CETI to total RWA
41 "Fier-1 capital to total RWA
42 Total eapital (v total RWA

43 Bank specilic bulter requirement (minimum CET requirement plus capital conservation bu Ifer
plus any other bulTer requirement)

44 of which: capilal conservation butfer requirement

45 of which: countercyclical bulfer requirement

46 of which: D-SIB or G-S1B buffer requirement

47 CET1 available to meet buffers (as a percentage of risk weighted assets)

National minimum capital requirements preseribed by SBP

48 CET1 minimum ratio
49 Tier 1 minimum ratio
50 Total capital minimum ratio

\uﬂ\(\/\"\‘

c=a+b

2014

2013

———————— (Rupees in '000)---maeanmas

3,627.239 3.802,007
844,926 (70,240)
4,472,165 3,731.767
- 36,420
4,472,165 3,695,347
4,472,165 3,695,347
35401 -
35.401 -
35,401 -
35,401 -
35401 -
35401 -
4,507,566 3,695.347
30,774,097 16.874.132
14.53% 21.90%
14.53% 21.90%
14.65% 21.90%
5.50% 5.00%
[ 9.03%)] [ 16.90%]
5.50% 5.00%
7.00% 6.50%
10.00% 10.00%




2014 2013
Amounls Amounts

Regulatory Adjustiments and Additional Information Amount subject fo Pre- Amount SijeckRae.
Basel 111 Basel 111
treatment treatiment

—mmmmemseemeeee— (Rupees in "000) s——smmemmeeaaae

J44 T Common Equity Tier 1 capital: Regulatory adjustments

I Goodwill (net of related deterred tax liability) - -
2 All ather intangibles (net ol any associated delerred tax hiability) - -
3 Shertfall in provisions against classificd assets - -
4 Deferred tax assets that rely on future profitability excluding those arising [rom temporary

dilferences (net of related tax liability) - -
5 Delined-benelit pension fund net assets - -
G Reciprocal cross holdings in CETI capital instruments ol banking, financial and insurance entiticy - -
7 Cash [low hedpge reserve - 3
& Investment in own shares/ CET1 instruments - -
9 Sccurilization gain on sale - -
10 Capital shortfall of regulated subsidiarics - -
11 Delicit on account of revaluation from bank's heldings of fixed assets/ AFS - 36,420

12 Investments in the capital instriments ol banking, financial and insurance entitics that arc outside
the scope ol regulatory consolidation, where the bank does not own more than 10% of the issued

share capital (amount above 10% threshold) - -
13 Signilicant investments in the common stocks ol banking, financial and insurance entitics that

are oulside the scope of regulatory consolidation (amount above 10% threshold) B -
14 Deferred Tax Assets arising from temporary diflerences (amount above 10% threshold, net of

related tax hability) - -
15 Amount exceeding 15% threshold - -
16 ol which: signilicant investments in the common stocks of [inancial entitics - -
17 ol which; deferred tax asscts arising [rom temporary dilferences 2 4
18 National specilic regulatory adjustments applied to CETI capital - -
19 Investinents in TFCs ol other banks exceeding the prescribed limit - -
20 Any other deduction specilied by SBI (mention details) - -
21 Adjustment to CETI due to insullicient AT and Tier 2 to cover deductions - -
22 Total regulatory adjustments applicd to CETI (sum of | to 21) - 36,420

J34.4.2 Additional Tier-1 & Tier-1 Capital: regulatory adjustments
23 Investment in mutual funds exceeding the prescribed limit [SBP specific adjustment] - -
24 Investment in own AT capital instruments - -
25 Rcciprocal cross holdings in Additional Tier 1 capital instruments of banking, financial and
insurance ealities - -
26 Investments in the capital instruments ol banking, financial and insurance entitics that are outside
the scope of regulatery consolidation, where the bank does not own more than 10% of the issued
share capital (amount above 10% threshold) - -
27 Significant investments in the capital instruments of banking, financial and insurance entities that
are outside the scope of regulatory conselidation - -
28 Portion ol deduction applied 50:50 to Ticr-1 and Tier-2 capital based on pre-Basel 1l treatment
which, during transitional period, remain subject to deduction from additional tier-1 capitai

29 Adjustments to Additional Tier 1 due to insullicient Tier 2 to cover deductions - -
30 Total regulatory adjustment applied to ATI capital (sum of 23 to 29) - S

34.4.3 Tier 2 Capital: regulatory adjustments

31 Portion of deduction applied 50:50 to Tier-1 and Tier-2 capital based on pre-Basel Il treatment
which, during transitional period, remain subject to deduction from tier-2 capital - -
32 Rcciprocal cross holdings in Tier 2 instruments of banking, [inancial and insurance entities G -
33 Investment in own Tier 2 capital instrument - £
34 Investments in the capital instruments ol banking. {inancial and insurance entities that are outside

the scope ol regulatory consolidation, where the bank dozs not own more than 10% of the izsued
share capital (amount above 10% threshold) - -
35 Significant investments in the capital instruments issued by banking, financial and insurance
entities that are outside the scope of regulatory conselidation - -
36 Tutal regulatory adjustment applicd to T2 capital (sum of 31 to 35) - -
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2014 2013
(Rupees in "000)
3444 Additional Information

Risk Weighted Assets subject to pre-Basel HI treatment

37 Riskweighted asscts in respeet of deduction items (which during the transitional period will be risk

weighted subject to Pre-Basel T Treatment) 23,028,519 14.0:41,906
(i) ol whiclu delerred tax asscls - -
(1) ol which: Defined-benefit pension fund net assets - -
(ii1) ol which: Recognized portion of investment in capital of banking, financial and insurance

entities where holding is less than 10% ol the issued common share capital of the entity - -
(iv) ol which: Recognized portion of investment in capital ol banking, financial and insurance

centities where holding is more than 10% of the issucd common share capital of the eatity - =

Amounts below the thresholds for deduction (before risk weighting)
38 Non-significant investments in the capital of other linancial entitics - -
39 Significant investments in the common stock of linancial entitics - -
40 Deferred tax assets arising from temporary differcnces (net ol related tax liability) - -

Applicable caps on thie inclusion of provisions in Tier 2
41 Provisions cligible or inclusion in Ticr 2 in respect ol exposures subject to standardized approach

(prior to application ol cap) = =
42 Cap on inclusion ol provisions in Tier 2 under standardized approach - -
43 Provisions cligible for inclusion in Tier 2 in respect of exposures subject to inlernal ratings-based

approach (prior to application ol cap) - =
44 Cap for inclusion of provisions in Tier 2 under internal ralings-bascd approach - =

RERS Capital Structure Reconciliation

Balance sheet as Under regulatory

Table: 34.5.1 in published scope of
financial consolidation
statements
2014
(Rupees in '000)
Assels
Cash and balances wilh treasury banks 4,329,697 4,329,697
BBalanced with other banks 295,142 295,142
Lending o financial institutions 1,129,730 1,129,730
Investiments 03,074,604 03,074,604
Advances 6,087,050 6,087,050
Operating lixed assets 183341 183.341
Deferred tax assets - =
Other asscts 850.823 850,823
Total asscts 75,950,387 75.950,387

Liabilities & Kquity

Bills payable 4,667 4,667
Borrowings 56.592.015 56.592.615
Deposits and other accounts 9,500,720 9.500,726
Sub-ordinated loans - -

Liabilitics against asscts subject to flinance lease - -

Deferred tax habilities 21,132 21132
Other labilities 5.323.681 5.323.681
Total liabilities 71,442,821 71,442,821
Share capital/ Head oflice capital account 3.627.239 3,627,239
Reserves = -

Unremitted profit/ Accumulated (losses) 841920 841926
Minoritly Inlerest - -

Surplus on reviduation of investiments- net ofT tax 35401 35401
Total equity 4,507,566 4.307.560
Total liabilities & cquity 75,950,387 75950387
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Balance shicet as Under

Table: 34.5.2 in published regulatory scope

financial ol consalidation
statements
2014 Refercuce
(Rupees in "000)

Assets

Cash and balanees with treasury banks 4,329,697 4,329,697

Balanced with other banks 295,142 295,142

Lending o financial institutions 1,129,730 1,129,730

Investiments 63,074,604 63,074,604

of which: Non-significant investiments in the capital instriunents of banking,

JSinanciul and inswrance entities exceeding 10% threshold - - Qa

of which: significant investments in the capital instruments issued by banking,

Sinancial and insurance entities exceeding regulatory threshold - - b
of which: Mutual Funds exceeding regulatory threshold - - [
of which: reciprocal crossholding of capital instrument (separate for CET1, AT,

72) ) - R
af which: others (mention details) 63,074,604 -

Advances ) 6,087,050 6,087,050

shortfall in provisions/ excess of total EL amount over eligible provisions under

IRB - - r

general provisions reflected in Tier 2 capital - - i

Fixed Assets ; 183,341 183,341

Delerred Tax Asscts - -
of which: DTds that rely on future profitability excluding those arising from

temporary differences - - h

of which: DT'ds arising from temporary differences exceeding regulatory threshold - = i

Other assets 850,823 850,823

of which: Goodwill - - i
- of which: Intangibles - - k
of which: Defined-bencfit pension find net assels - - I

Total assets 75,950,387 75,950,387

Liabilities & Lquity

Bills payable 4,667 4,607

Borrowings 56,592,615 56,592,613

Deposits and other accounts 9,500,726 9,500,726

Sub-ordinated loans z =
ofwhich: eligible for inclusion in AT “ ' nm
of which: eligible for inclusion in Tier 2 - L n

Liabilities against assets subject Lo finance lease - -

Delerred tax liabilities 21,132 20,499
ofwhich: DTLs related to goodwill - - 0
of which: DT Ls related to intangible assets - 4 p
of which: DI'Ls related to defined pension fund et assets - - q
of which: other deferred tax liabilities 21,132 20,499 r

Other liabilitics 5,323,681 5,323,681

Total liabilitics 71,442,821 T1.442,188

Share capitai 3,627,239 3,627,239
of which: amount eligible for CLT 3,627,239 3,627,239 §
of which: amount eligible for ATI o = t

Reserves s =
of which: portion eligible for inclision in CET I (provide breakup) - - u
of which: portion eligible for inclusion in Tier 2 1 = v

Unremitted profit / Accumulated (losses) 844,926 844,926 w

Minority Interest = =
of which: portion eligible for inclusion in CET! - - X
of which: portion eligible for inclusion in AT = - y
of which: portion eligible for inclusion in Tier 2 - - 7

Surplus on revaluation of asscts 35,401 35,401
aof which: Revaluation reserves on Fixed Assets - 2 aa
of which: Unrealized Gains/Losses on AFFS 35401 35,401

In ease of Deficit on: revaluation (deduction from CETT) g = ab

Total equity 4,507,566 4,507,566

Total liabitities & Equity 75,950,187 73,949,754
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Table: 34.5.3

Common Equity Tier 1 capital (CETI): Instruments and reserves
Fully Paid-up Capital/ Capital deposited with SBP
Balance in Share Premium Account
Reserve for issue of Bonus Shares
General/ Statutory Reserves
Gain/(Losses) on derivatives held as Cash Flow Hedge
Unappropriated/unremitted profits/ (losses)
Minorily Interests arising from CETI capital instruments issued to third party by consolidated bank
subsidiaries (amount allowed in CETI capital of the consolidation group)
CET | before Regulatory Adjustments
Commeon Equity Tier 1 capital: Regulatory adjustments
Goodwill (net of related deferred tax liability)
All other intangibles (net of any associated deferred tax liability)
Shortfall of provisions against classified asscts
Delerred tax assets that rely on future profitability excluding those arising from temporary
dilferences (net ol related tax liability)
Delined-benelit pension fund net assets
Reciprocal cross holdings in CETI capital instruments
Cash flow hedge reserve :
Investment in own shares/ CET1 instruments
Sceuritization gain on salc
Capital shortfall of regulated subsidiaries
Deficit on account of revaluation from bank's holdings of fixed assels/ AFS
Investments in the capital instruments of banking, financial and insurance entities that are outside
the scope of regulatory consolidation, where the bank does not own mere than 10% of the issued
share capital (amount above 10% threshold)
Signilicant investments in the capital instruments issued by banking, linancial and insurance cntitics
that are outside the scope of regulatory consolidation (amount above 10% threshold)
Deflerred Tax Asscts arising from temporary differences (amount above 10% threshold, net of
refated tax liability)
Amount exceeding 153% threshold
ol which: signilicant investments in the common stocks ol [inancial eutitics
of which: deferred tax assets arising [rom lemporary differences
National specific regulatory adjustments applicd to CET1 capital
ol which: Investment in TFCs of other banks exceeding the prescribed limit
ol which: Any other deduction specified by SBP (mention details)
Regulatory adjustment applied to CET1 due to insulTicient AT1 and Tier 2 to cover deductions

Total regulatory adjustments applied to CET1 (sum of 9 to 29)
Common Equity Tier 1

Additional Tier I (AT 1) Capital
Qualilying Additional Tier-1 instruments plus any related share premium

ol which: Classilicd as equity

of which: Classilied as liabilitics
Additional Tier-1 capital instruments issued by consolidated subsidiarics and held by third partics
(amount allowed in group AT 1)

ol which: instrument issucd by subsidiarics subject to phase out
ATI before regulatory adjustments
Additional Tier 1 Capital: regulatory adjustments
Investtnent in mutual funds exceeding the prescribed limit {(SBP specific adjustment)
Investment in own ATT capital instruments
Reciprocal cross holdings in Additional Tier | capital instruments
[nvestments in the capital instruments of banking, financial and insurance entitics that are oulside
the scope of regulatory consolidation, where the bank docs not own more than 10% of the issucd
share capital (amount above 10% threshold)
Significant investments in the capital instruments issued by banking, financial and insurance entilics
that are outside the scope of regulatory conselidation
Portion of deduction applied 50:50 to core capital and supplementary capital bused on pre-Basel 111
treatment which, during transitional period, remain subject to deduction [rom tier-1 eapital
Regulatory adjustments applied to Additional Ticer 1 due to insuflicient Tier 2 1o cover deductions
Total of Regulatory Adjustment applied to ATI capital (sum of 38 to 44)
Additional Tier 1 capital
Additional Tier 1 capital recognized for capital adequacy
Tier I Capital (CE'TT + admissible AT1) (31+47)

et

Component of
regulatory
capital reported
by branches
2014
(Rupees in '000)

3,627,239

844,920

4,472,165

4,472,165

4472165

Source based on
reference
number from
step 2

(s)

(u)
(w)
(x)

0) - ()
(k) - (p)
0]
() - (r} * 20%

{M- ) *20%
()]

(ab)

(a) - (ac) - (ac)

(b) - (ad) - (a)

(i)

®
(m)

)

(ue)

{ad)
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61
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64

65
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Table: 34.5.3

Tier 2 Capital
Qualilying Tier 2 capital instruments under Basel 11 plus any related share premium
Capital instruments subject to phase out arrangement from tier 2 (Pre-Basel 11 instruments)
Tier 2 capital instruments issued to third party by consolidated subsidiaries (amount allowed in
group tier 2) .A
of which: instruments issucd by subsidiaries subject to phasc out
General Provisions or general reserves lor loan losses-up to maximum of 1.25% ol Credit Risk
Weighted Asscls
Revaluation Reserves
of which: Revaluation reserves on fixed assets
of which: Unrealized Gains/Losses on AFS
Foreign Exchange Translation Reserves
Undisclosed/Other Reserves (if any)

T2 before regulatory adjustments

Tier 2 Capital: regulatory adjustments

Portion of deduction applied 50:50 to core capital and supplementary capital based on pre-Basel I
treatment which, during transitional period, remain subject to deduction from tier-2 capital
Reciprocal cross holdings in Tier 2 instruments

Investment in own Tier 2 eapital instrument

Investments in the capital instruments of banking, financial and insurance entities that are outside
the scope of regulatory consolidation, wiicre the bank does not own iore than 10% ol the issucd
share capital (amount above 10% threshold)

Significant investments in the capital instruments issucd by banking, linancial and insurance entitics
that arc outside the scope ol regulatory consolidation

Amount of Repulatory Adjustment applied to T2 capital (sum of 60 to 64)

Tier 2 capital (12)

Tier 2 capital recognized for capital adequacy

Excess Additional Tier 1 capital recognized in Ticr 2 capital

Tatal Tier 2 capital admissible for capital adequacy

TOTAL CAPITAL (T1 + admissible 'T2) (48+G9)

v H\[{\\‘\

Component of
regulatory
capital reported
by branches
2014
(Rupees in "(H00)

35,401

35,401

35,401

35,401

4,507,566

Source based on
refercnce
number from
step 2

()

)

(8)

portion of (aa)

v
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Main Features Template of Regulatory Capital Instruments

Disclosure template for main features of regulatory capital instruments
S. No. Main Features Common Shares | Instrument -2 | Instrument - 3
| Issuer NA NA NA
2 _UquJe identifier (cg KSE Symbol or Bloomberg NA NA NA
identifier etc.)
3 {Governing law(s) of the instrument NA NA NA
Regulatory treatment NA NA NA
4 Transitional Bascl 111 rules NA NA NA
5 Post-transitional Basel 111 rules NA NA NA
6 Eligible at solo/ group/ group & solo NA NA NA
7 Instrument type NA NA NA
8 |Amount recognized in regulatory capital
(Currency in PKR thousands, as of reporting date) PR o NA
9  |Par value of instrument NA NA NA
10 JAccounting classification NA NA NA
Il |QOriginal date of issuance NA NA NA
12 |Perpetual or dated NA NA NA
13 Original maturity date NA NA NA
14 lssuer call subject to prior supervisory approval NA NA NA
13 Optif)nal call date, contingent call dates and NA NA NA
redemption amount
16 Subsequent call dates, if applicable NA NA NA
Coupons / dividends NA NA NA
17 Fixed or floating dividend/ coupon NA NA NA
18 coupon rate and any related index/ benchmark NA NA NA
19 Existence of a dividend stopper NA NA NA
20 Fully discretionary, partially discretionary or NA NA NA
mandatory
21 Existence of step up or other incentive to NA NA NA
redeem
22 Noncumulative or cumulative NA NA NA
23 |Convertible or non-convertible NA NA NA
24 If convertible, conversion trigger (s) NA NA NA
25 If convertible, fully or partially NA NA NA
26 If convertible, conversion rate NA NA NA
27 lfcqnvcrtib[e, mandatory or optional NA NA NA
conversion
28 Ifcc_)nve.rtlb[e, specify instrument type NA NA NA
convertible into
29 ‘ Ifcon_vemb[e, specify issuer of instrument it NA NA NA
converts Into
30 | Write-down featurc NA NA NA
31 If write-down, write-down trigger(s) NA NA NA
32 1f write-down, full or partial NA NA NA
33 [f write-down, permanent or temporary NA NA NA
34 . Iftcmpo_rary write-down, description of NA NA NA
write-up mechanism
35 |Position in subordination hierarchy in liquidation
(specify instrument type immediately senior to NA NA NA
instrument
36 |Non-compliant transitioncd features NA NA NA
37 |If yes, specify non-compliant features NA NA NA
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34.7 Risk Weighted Assets

The capital requirements for the banking group as per the major risk categories should be indicated in the manner given below:-

Capital Requirements

Risk Weighted Assels

2004 | 2013 24 | 2015
(Rupees in '000)
Credit Risk
On-Balance sheet
Portlolios subject to standardized approach (Simple or Comprehensive)
Cash & cash equivalents - - - -
Sovereipn 35,459 5,172 354,598 51,729
Public Sector enlitics 35,980 - 359,800 -
Banks 37,340 90,359 373,403 903,595
Corporate 393,268 198,859 3,932,682 1,988.596
Retail 356 - 3,560 -
Residential Morlgages 466 - 4,662 -
Past Duce loans - - - -
Operating Fixed Assets 18,334 24,329 183,341 243,293
Other assets 85,082 12,893 850,823 128,936
606,285 331,612 6,062,869 3,316,149
Portfolios subject to Internal Rating Based (IR13) Approach
c.g. Corperate, Sovereign, Corporate, Relail, Securitization ete. - - - -
Off-Balance sheet
Non-market refated
Financial guarantees - - - -
Acceplances 53,940 - 539,408 -
PPerformance Relaled Contingencies 1,376,035 926,924 15,760,350 9,269,244
Trade Related Contingencices 3,665 2,145 56,658 21,450
1,635,640 929,069 16,356,410 9.290.694
Markel related
Foreign Exchange contracls 60,923 143,506 609,234 1,435,063
Derivatives - - - -
60,923 143,506 609,234 1,435,063
Equity Exposure Risk in the Banking Book
Under simple risk weight mcthod
Listed Equity Investment - - - -
Unlisted Equity Investment - = = -
Under Internal Medel approach = = » =
2,302,848 1,404,187 23,028,519 14,041,906
Market Risk
Capital Requirement [or portlolios subject to Standardized Approach
Interest rate risk 521,663 210,584 5,216,638 2,105,848
Equity position risk : - - - -
Foreign Exchange risk 35,896 - 358,963 -
557,559 210,584 5,575,601 2,105,848
Operational Risk
Capital Requirement for operational risks 216,997 72,638 2,169,977 726,378
Total Risk Weighted Exposures 3,077,404 1,687,409 30,774,097 16,874,132
- . ; 2014 2013
Capital Adequacy Ratios Required ] Actual chuircdj Aaloal
CETI to lolal RWA 5.50% 14.53% 5.00% 21.90%
Tier-1 capital to total RWA 7.00% 14.53% 6.50% 21.90%
Total capital to total RWA 10.00% 14.65% 10.00% 21.90%
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RISK MANAGEMENT

The primary objective of the Risk Management Systemn is (o safeguard the branches capital, its financial resources and profitability from various risks. The branches risk
management policies are designed to identify und analyze all risks, to sct appropriate risk limits and controls, to measure and monitor the same through reliable Management
Infonnation Systen,

This section presents infonmation about the branches exposure 10, and its management and control of| risks, in particular the primary risks associated with its use of linancial
instrumenis. Most of the functions specificd below have been perfonmed at head ofTice level.

Credit risk

Credit Risk Management processes encompass identificalion, assessinent, measurement, moniloring and control of the credit exposures. In the Bank's experience, a key to
effective credit risk management is a well thought out business strategy. The branches focus over the coming years will be to further enhance risk models, processes and
systeans infrastructure, in ling with its ambition to bring maximum sophistication to the nsk management function.

The brunches, as per State Bank of Pakistan Guidelines, calculated its Capital Adequacy Ratio (CAR) bused on the SBP Guidclines on Basel I11. Processes have been set for
fine-tuning the systems & procedurcs, information technology capabilitics and risk governance structure to meet the requirements of the advanced approaches as well.

The 1lcad Office has delegated responsibility for the management of credit risk to the credit coninittee which is responsible for the oversight of the branches' eredil risk in
respect of: :

- Formulating credit policies ’

= Establishing the authorization structure

- Reviewing and assessing credit risk

- Limiting concentration of exposure to counierparties

- Developing and maintaining the Bank's risk grading

= Reviewing compliance of business units

- 'oviding advice, guidance and specialist skills to promote best practice in the management of credit risk.

The branches have built-up and maintained a sound loan portfolio in terms of well-defined Credit Policy. Its credit evaluation system comprises of well-designed credit apprait
sanctioning and review procedures for the purpose of emphasizing prudence in lending activities and ens.ring the high quality of asset portfolio. As part of prudent practices,
the management conducts pre-fact validation of major cases from integrated risk point of view, The Bank manages its portfolio of loan assets with a view to limit
concentrations in terms of risk quality, peography, industry, matarity and large exposure.

Credit Risk - General Disclosures Basel 11 Specific

The branches are using The Standardized Approach (TSA) of SBP Basel 11 accord for the purpose of estimating Credit Risk Weighted Asscts. Under TSA, banks are allowed
te take inte consideration external rating(s) ol counter-paity(s) for the purpose of calculaling Risk Weighted Assets.

Disclosures for portfolio subject to the Standardized Approach & Supervisory risk weights in the IRB Approach-Basel Il specific
Faternal rutings

S0 Bascl 1 guidelines require banks 1o use ratings assigned by specified Extermal Credit Assessiment Agencies (ECAIs) namely PACRA, JCR-VIS, Moodys, Fitch and
Standard & Poars.

The branches use extemal ratings for the purposes of computing the risk weights as per the Basel I1 framework, For exposures with a contractual maturity of less than or
equal ta one year, shert-term raling given by approved Raling Agencies is used, whereas for long-lenn exposure with maturity of greater than one year, long-tenn rating is
used.

Where there are two ratings available, the lower rating is considered and where there are three or more ratings the second - lowest rating is considered.
Disclosures with respect to Credit Risk Mitigation for Standardized and IRB appronaches-Dasel 11 specific
Credit risk mitigativn policy

The branches define collateral as the assets or rights provided to the Bank by thic barrower or a third party in order to secure a credit facility. The branches would have the
rights ol sccured creditor in respect of the assets / contracts offered as security far the obligations of the borrower / obligor.

Collateral valuation and management

As stipulated in the SBP Bascl Il guidelines, the branches use the comprehensive appeoach for collateral valuation. Under this approach, the Bank reduces its credit exposure
to a counterparty when calculating its capitul requirements to the extent of risk mitigation provided by the eligible financial collateral as specified in the Basel 11 guidlelines. In
Tine with Basel 11 guidelines, the branches muke adjustinents in eligible collaterals received for possible future Nuctuations in the value of the collateral in line with the
requirements specified by SBP guidelines. These adjusiments, also referred 1o as *haircuts’, to produce volatility-adjusted amounts for collateral, are reduced from the
exposure 1o compute the capital charge based on the applicable risk weights.

Types of collateral taken by the branches

The branches detenmine the appropriate collateral for each Facility based on the type of product and counterparty. In case of corporate and small and medium enterprises
financing, fixed assets are generally taken as securily for long tenor loans and current assets for working capital finance usually backed by inortgage or hypothecation. For
project finance, sceurity of the asscts of the borrower and assignment of the underying project contracts is gencrally obtained. Additional security such as pledge of shares.
cash collateral, TDRs, SSC/DSCs, charge on reccivables may also be taken. Morcover, in order to cover the entire exposure Personal Guarantees ol Directors / Borrowers
arc also obtained by the Bank.

The decision on the type and quantum of collateral fur each transaction is taken by the credit approving authority as per the approved credit approval authorization. For
facilities provided as per approved product policies, collateral is taken in line with the policy.

Types of cligible financial collateral

For ciedit risk mitigation purposes. the branches consider alf types of financial collaterals that are cligible under SBP Bascl 1l accord. This includes Cash / TDRs, Gold,
securilies issucd by Government of Pakistan such as T-Bills and PiBs, National Savings Certificales, ceitain debt sccuritics rated by a recognized credit rating agency, mutnal
fund units where daily Net Assct Value (NAVY is availabie in public domain and guarantees from certain specilicd entities. In general, for Capital calculation purposes, in line
with the SBP Bascl [l requirements, the Bank recognizes only eligible collaterals as mentioned in the SBP Basel Il accord.

Credit concentration risk

Credil concentration risk arises mainly due to concentration of exposures under various categorics viz. industry, geography, and single/group borrower, Within credit portfolio
as a prudential measure aimed at better risk suanagement and avoidance of concentration of risks, the SBP has prescribed regulatory limits on banks® maximum exposure lo
single borrower and group borrowers.
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Segmental information

Scgments by class of busincss 2014
*Contingencics and
Advances Deposits Commitments
(Rupees Percent {Rupecs Percent (Rupees Percent
in '000) in '000) in '000)
Mining and Quarrying - - 66,095 0.70 17,585 0.03
Textile - - 63 0.01 - ™
Electronics and electrical appliances 1,364,653 22,42 1,662 0.02 10,153,633 15.68
Conslruction - - 1,902,335 20.02 11,310,351 34.45
Communication - - 3,505,452 36.90 12,223,548 18.87
Power (clectricity), Gas, Water, Sanilary 2,799,000 45,98 3,095,230 32.58 1,832,283 2.83
Wholesale and Retail Trade 804,775 13.22 297,806 313 18,191,334 28.09
Exports/lmports - - = § i ¥
Transport, Storage and Communication - - 10,008 0.11 36,177 0.06
Financial - - 56,977 0.60 - -
Chemical and Pharmaceuticals 920,000 15.11 - - . .
Individuals 18,067 0.30 211,847 2.23 . 5
Others 180,555 2.97 352,681 3.71 - -
6,031‘250 100 9.500;!16 100 64.7'6"88! 100
2013
*Contingencies and
Advances Deposils Commitments
(Rupres Percent (Rupees Percent (Rupces Percent
in '000) in '000) in '000)
Mining and Quarrying - - 69,313 0.46 - -
Textile 387,716 9.96 24,751 0.17 - -
Electronics and clectrical appliances 923,191 23.70 113,071 0.75 10,127,525 24.71
Construction - - 1,450,915 9.68 10,946,649 26.71
Communication - - 3,851,194 25.70 2,653,025 6.47
Power (clectricity), Gas, Water, Sanilary 2,000,000 51.36 6,839,806 45.64 - -
Wholcsale and Retail Trade 539,171 13.84 156,145 .04 - -
Exporis/lmports - . - - 10,485,948 25.58
Transport, Storage and Communication - - 100,690 0.67 - -
Financial - - . - 5,206 0.01
Individuals - - 179,608 1.20 - -
Others 44,335 .14 2,201,044 14.69 6,771,917 16.52
3,894,413 100 14 986,537 100 40,990,330 100
Segment by sector 2014
*Conltingencics and
Advances Deposits Commitments
(Rupees Percent (Rupees Percent (Rupees Percent
in '000) in '000) in '000)
Public/ Government 1,799,000 0.30 - - . -
Private 4,288,050 0.70 9,500,726 100 64,764,881 100
6,087,050 100 9,500,726 100 64,764,881 100
2013
*Contingencics and
Advances Deposits Commilments
(Rupees Percent (Rupezs Percent (Rupees Percent
in '000) in "000) in '000)
Public/ Government 2,000,000 514 - - - -
Private 1,894 413 48.6 14,986,537 100 40,990,330 100
3894413 100 14,.986.537 100 40,990,330 100
2014
Profit before Total assets Net assels *Contingencies
GEOGRAPHICAL SEGMENT ANALYSIS taxation employed employed and
commitments
(Rupees in '000) <.
Pakistan 1,404,838 75,950,387 4,507,566 64,764,881
2013
Profit before Total assets Nel assets *Contingencies
taxation employed employed and commitments
comemenemnasnnansnsncnenans (Rupees in '000) ceeemnemmemoemmemenes
Pakistan 259,691 62,044 805 1,695,147 42990130

* Contingent liabilities for the purpose of this nole are presented at cost and include transaction and trade related contingent liabilities.
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Market risk

Market risk is the risk of loss arising from movement in market variables including observable variables such as interest raltes,
exchange rates and equity indices, and others which may be only indirectly observable such as volatilitics and correlations. The
branches' policy is that all market risk taking activity is undertaken within approved market risk limits, and that the branches'
standards/ guiding principles arc upheld at all times.

Market Risk Management is an independent control function with clear segregation of duty and reporting line with the
business-line. Its main responsibility is to ensure that the risk-taking units manage the Bank's market risk exposure within a
robust market risk framework and within the Bank's risk appetite. The Bank's standard systems are used to furnish scnior
trading and Market Risk stalT with risk cxposures. All trading aclivitics and any business proposal that commit or may commit
the Bank (legally or morally) to deliver risk sensitive products require approval by independent authorized risk professionals or
committees, prior to commitment,

Foreign exchange risk

Foreign exchange risk arises from the fluctuation in the value of financial instruments consequent to the changes in foreign
exchange rates. The Bank manages this risk by setting and monitoring dealer, currency and counter-party limits for on and
off-balance sheet financial instruments.

X risk is mainly managed through matched positions. Unmatched positions are covered substantially through derivative
insteuments such as Forwards and Swaps.

The currency risk is regulated and monitored against the regulatory/statutory limits enforced by the State Bank of Pakistan. The
forcign exchange exposure limits in respective currencies are managed against the prescribed limits.

The analysis below represents the concentration of the Bank's foreign currency risk for on and off balance sheet financial

instruments:

2014
Assets Liabilities Off-balance Net foreign
sheet items currency
exposure
(Rupees in '000)
Pakistan Rupee 11,234,524 10,354,196 (44,545,609) (43,665,341)
United States Dollar 47,254,866 43,627,628 11,127,305 14,754,543
Great Britain Pound - - - %
Japanesc Yen - - - -
Euro 17,121,639 17,121,639 34,018,634 34,018,634
Chinese Yuan 339,358 339,358 (600,270) (600,270
Total forcign currency exposure 64,715,863 61,088,625 44,545,669 48,172,907
Total currency exposure 75,950,387 71,442,821 - 4,507,566
2013
Assets Liabilities Off-balance Net foreign
sheet items currcncy
exposure
(Rupees in '000)

Pakistan Rupee 55,309,947 6,464,450 (44,545,669) 4,299,828
United States Dollar 5,323,231 17,299,162 11,127,305 (848,626)
Great Britain Pound 68 - - 68
Japanese Yen 17 - - 17
Euro 2,707 34,108,630 34,018,634 (87,289)
Chinese Yuan 1,408,835 477,216 (600,270) 331,349
Total foreign currency exposure 6,734,858 51,885,008 44,545,669 (604,481)
Total currency exposure 62,044,805 58,349,458 - 3,695,347

Interest rate risk

The interest rate risk arises from the fluctuation in the valuc of financial instruments consequent to changes in market interest
rates. The branches are exposcd to interest rate risk as a result of mismatches or gaps in the amounts of asscts and liabilities and
off-balance shect instruments that mature or are re-priced in a given period. In order to ensure that this risk is managed within
acceptable limits, branches’ Assct and Liability Management Committee (ALCO) monitors various gap limits and re-pricing of
the assets and liabilities on a regular basis.
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Mismatch of interest rate sensitive financial assets and financial liabilities

On-balance sheet financial instruments

Assets

Cash and balances with measury banks
Balunces with other banks

Lendings to financial institutions
Investments - net

Advances - net

Other assets

Liabilities

Bills pavable

Borrowings

Deposits and othier accounts
Othes liabilities

On-balance sheet gap

Off-balance sheet financial instruments
Forward exchanue contracts - purchase
Forward exchange contracts - sale

Off-balance sheet gap

Toral Yield / [aterest Risk Sensitiviry Gap

Cumulartive Yield / Interest Risk Sensitivity gap

s

2014
Effective Exposed to vield Interest Risk
Yield / Total QOver 1 Over ) Over 6 Over | Over2 Over 3 Over 5 Non-interest
Interest Uptal to 3 t6 Months 10 2 tol s to 10 Above bearing
rate Month Months Months to | Year Years Years Years Years 10 Years financial
% instruments
- 4,329,697 - - - = < - - - = 4,329,697
0-1.3 295,142 294,763 = " . - “ N 3 = 379
4.0-4.1 1,129,730 484,170 645,560 - - - - . - . R
9.39-10.02 63,074,604 - 22,146,508 40,928,096 - - " “ . "
2.73-12.17 6,087,050 1,374,969 1,730,215 533,291 2,249,955 105 1,059 3,582 185,151 8,723 =
. 831,827 - - - - - - . - - 831.827
75,748,050 2,153,902 24,522,283 © 41,461,387 2,249,953 105 1.059 3,582 185,151 8,723 5,161,903
; 4667 . - : . = : : : : 7667
0.08-9.5 56,592,615 3,322,305 20,096,620 33,173,690 - 5 - & E % %
0-9.70 9,500,726 4,027,651 2,908,575 165,720 3,720 - - - - - 2.395.060
- 4,531,036 - - - - - - - - - 4,531,036
70,629,044 7,349,956 23,005,195 33339410 3.720 - - - - - 6,930,763
5,119,006 (5.196.054) 1,517,088 8,121,977 2,246,235 105 1,059 3,582 185,151 8,723 (1,768.860)
150,138,785 13,182,649 51,024,193 65,960,110 19,971,833 - - - E ¥ &
153,051,519 13,177,723 51,855,511 68,056,146 19,962,539 - - - - - %
(2.913,134) 4,926 (831318) (2,096,036) 9,294 - - - - - -
(5.191.128) 685,770 6,025,941 2,255,529 105 1.059 3,582 185,151 8,723
(5.191.128) (4,505.358) 1,520,583 3,776,112 3,776,217 3777276  3,780.858 3.966,009 3,974,732
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2013

Exposed to vield Interest Risk

Effective
Yield / Total Over 1 Over 3 Over 6 Over | Over2 Over 3 Over § Nonsinterest
Thiercst rate Upitol 03 106 Months 102 103 05 10 10 Above bearing financial
Month Months Months to | Year Years Years Years Y ears 10 Years sty
%
On-balance sheet financial instruments
Assets
Cash and balances with treasury banks . 4,462,227 - - - a N . - . - 4,462,227
Balances with other banks 0-0.47 163,630 153,630 . = = - = = = = =
Lendings to financial institutions 0.1-10.3 3,490,017 2,559,241 687,209 243,567 - - - - - - -
Investments - net 893-103 | 47,547,395 25,101,430 5,382,069 17,063,896 . . . " . . -
Advances - net 1.74-12.08 3,894 413 156,430 2,674,111 233,872 830,000 - - - - - -
Other assets - 2,114,895 - - - < - - - - - 2,114,895
61,672,577 27,980,731 8,743,389 17,541,335 830,000 - - - - - 6,577,122
Liabilitkes
Bills payable - 104,562 - - = - & - = ¥ i 104,562
Bormowings 0.55-10 40,028,520 23,128,004 . 16,900,516 = 2 s = E i 5
Deposits and other accounts 0-9.45 14 986,537 8,374,566 3,865,974 120,000 " - - - - - 2,625997
Other Liabilities - 3,101,540 2,608,058 172,889 148,926 171,664 - - - - - -
58,221,159 34,110,628 4,038,863 17,169 445 171,664 - - - - - 2,730,559
On-balance sheet gap 3451418 (6,129.897) 4,704,526 371,890 658,336 - - - - - 3,846.563
Off-balance sheet financial instruments
Forward exchange contracts - purchase 128,520,658 62,526,741 33,680,954 2,420,705 29,892,258 - - - - - -
Forward exchange contracts - sale 127,786,139 61,800,509 33,678,953 2,419,952 29,886,725 3 z - - . -
Off-balance sheet gap 734,519 726,232 2,001 753 5,533 - - - - - =
Total Yicld / Interest Risk Sensitivity Gap (5,403,665) 4,706,527 372,643 663,869 5 s . . .
Cumulative Yield / Interest Risk Sensitivity gap (5,403,665) (697,138) (324,495) 339,374 339374 339,374 339,374 339,374 339374
Reconciliation of Assets and Liabilities exposed to yield / interest rate risk with Total Assets and Liabilities 2014 2013
(Rupees '000)
Total financial assets as per note 35.4.1 75,748,050 61,672,577
Add: Non financial assets
Operating fixed assets 183,341 243,293
Deferred tax assets = 54,325
Orher Assets 18,996 74,610
Total assets as per statement of financial position 75,950,387 62,044,805
Total liabilities as per note 35.4.1 70,629,044 58,221,159
Add: Non financial liabilities
Deferred 1ax liabilities 21,132 -
Onher liabilities 792,645 128.299
Total liabilities as per statement of financial position 71,442,821 58.349.458
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Liquidity risk

Liquidity risk is the risk that the branches will be unable to meet their net funding requirements. Liquidity risk can be caused by market destruction of credit downgrades, which may cause cenain sources
of funding to become unavailable. To guard against this risk the branches' assets are managed with liquidity in mind, maintaining a healthy balance of cash, cash equivalents and readily marketable securities.
The maturity profile is monitored to ensure adequate liquidity is maintained.

The table below summarizes the maturity profile of the branches assets and liabilities. The contractual maturities of assets and liabilities at the year end have been determined on the basis of the remaining
period at the balance sheet date to the contractual maturity date and do not take account of the effective maturities as indicated by the branches deposit retention history and the availability of liquid funds.

Assets and liabilities not having a contractual maturity are assumed to mature on th expected date on which the assets /liabilities will be realized / settled.

Maturities of assets and liabilities - based on contractual maturity of the branches

2014
Total Up to I month || Overlto3 Over3to6 |[[Over 6 Months|| Over1to||Over2to|Over3to5||OverSto10|| Above 10
Months Months to 1 Year 2 Years 3 Years Years Years Years
Assets (Rupees in '000)
Cash and balances with treasury banks 4,329,697 702,458 - - - . - - - 3,627,239
Balances with other banks 295,142 295,142 - - - - - = - -
Lendings to financial institutions 1,129,730 484,170 645,560 - - - = - -
Investments - net 63,074,604 - 22,146,508 40,928,096 - - - - - -
Advances 6,087,050 1,374,969 1,730,215 533,291 2,249,955 105 1,059 3,582 185,151 8,723
Operating fixed assets 183,341 - - - 968 8,305 161,612 12,456 - -
Other assets 850,823 772,491 59,599 - 18,733 - - - - -
75,950,387 3,629,230 24,581,882 41,461,387 2,269,656 8,410 162,671 16,038 185,151 3,635,962
Liabilities
Bills payable 4,667 4,667 - - - - - - - -
Borrowings 56,592,615 3,322,305 20,096,620 33,173,690 - - - w % -
Deposits and other accounts 9,500,726 6,422,711 2,908,575 165,720 3,720 || - - - - =
Deferred tax liabilities 21,132 - - - 21,132 - - - - -
Other liabilities 5,323,681 3,583,792 73,527 33,931 56,755 || 70,860 56,785 48,877 1,399,154 -
71,442,821 13,333,475 23,078,722 33,373,341 81,607 70,860 56,785 48,877 1,399,154 -
Net assets 4,507,566 (9,704,245) 1,503,160 8,088,046 2,188,049 (62,450) 105,886 (32,839)  (1,214,003) 3,635,962
Head Office-capital account 3,627,239
Unremitted profit / Accumulated (losses) 844,926
Surplus on revaluation of invstments - net of tax 35,401

4,507,566
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Assets

Cash and balances with treasury banks
Baiances with other banks

Lending to financial institutions
Investments - net

Advances

Operating fixed assets

Deferred tax assets

Other assets

Liabilities

Bills payable

Borrowings

Deposits and other accounts
Other liabilities

Net assets

Head Office-capital account

Unremitted profit / Accumulated (losses)
Surplus on revaluation of investments - net of tax

et

2013

Total Up to | moath Over 1 to 3 Overito 6 Over 6 Months || Over 1to | [Over2t0 3| Over3103 || Over5to 10 Above 10
Months Months w | Year 2 Years Years Years Years Years
(Rupees in '000)
4,462,227 49,128 - - - - - - 4,413,099
163,630 163,630 - - - - - - -
3,490,017 2,559,241 687,209 243,567 - - - = - -
47,547,395 25,101,43 3,382,069 17,063,896 - - - - - -
3,894,413 156,430 2,674,111 233,872 830,000 - - - - "
243,293 - - - - - 243,293 - - -
54,325 - - - 54,325 - - - - -
2.189.505 1,879,058 5,402 22,203 282,842 - - - - -
62,044,805 29,908,917 8,748,791 17,563,538 1,167,167 - 243,293 - - 4,413,099
104,562 104,562 - - - = - - - -
40,028,520 23,128,004 - 16,900,516 = g = = _ -
14,986,537 11,000,563 3,865,974 120,000 - - - - - -
3,229.839 398,849 172 889 148,929 2,508,172 - - - - -
58,349,458 34,631,978 4,038,863 17,169,445 2,509,172 - - - - -
3,695.347 (4.723.061) 4.709.928 394.093 (1,342.005) - 243.293 - - 4.413.099

3,802,007
(70,240)

(36.420)
3.695.347




35.6  Operational risk

The branches' operational risk is related to possible losses which may be incurred as a result of
failures occurring in the branches' day to day operations, such as breakdown in electronic and -
telecommunication, routines or other systems. Additional factors being insufficient levels of
professional skills or human errors. In order to keep the branches' operational risks to a minimum

level, various suites of risk tools are used to manage operational risk using a common categorization
of risk.

Branches' approach to operational risk is not designed to eliminate risk, rather, 1o contain it within
the acceptable levels, as determined by senior management, and to ensure that the branches have
used sufficient information to make informed decisions about additional controls, adjustments to
controls, or other risk responses.

35.6.1 Operational risk disclosures - Basel II Specific

The branches use Basic Indicator Approach to calculate capital charge for operational risk as per

Basel Il regulatory framework. This approach is considered to be most suitable in view of the
business model of the branches,

36 DATE OF AUTHORIZATION FOR ISSUE

The financial statements were authorized for issue on _2 § MAR 2015 by the Chief Executive
Officer and Manager Financc of the branches.

37 GENERAL
37.1  Figures have been rounded off to nearcst thousand.

37.2  Comparative information has been re-classified, re-arranged or additionally incorporated in these
financial statements, wherever necessary to facilitate comparison.

ot
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Xu Keen ' Ye Ning

Chief Executive Officer Head of Finance
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STATEMENT ON INTERNAL CONTROL

1Uis the responsibility of the management o ICBC Pakistan Operations o estahlish.
mprove and effectively implement internal controls and o evaluate the effectiveness
ol the internal controls of the Branch. The objective Jor the intersal control sysiem off
the Bank is to reasonably assure thut the Bank’s operations and management are in
complianee with relevant fusess safery of Bank assets, as well as the timeliness.
avthenticity and completeness of its business record. financial inlormation and othier
managenien! information. v enhance operation efficieney and results. and 1o facilitate
the Bunk in achieving its development strategy and operating treet.

the Bank has adopred imernationally aceepted COSO - Internal Control - Integrated
Framework covering all sets of Internal Controls and ensuring compliance with SBP
Guidelines. SBP's Guidelines on [CFR have been implemented and the same s

updated as and when required and subject to annual review by External Auditors.

Phe nternal Audit Department of the Bank reviews the adequacy and effectiveness of
hank wide internal controls and believed that during the reporting period. internal
control system ol the Bank was sound and effectively implemented. Keeping in view
the rish exposire. internal controls are regularly reviewed and reported on their

soundness,

For the year under review it has been endeavared to foilow the Guidelines on Internal
Controls and that it ix an ongoing process for the idenifiction. evaluation and
management of signilicant risks faced by the bank. The systent is designed 1o nmumage.
rather than climinate the risk of [ailure in order 1o achivve the business ohjectives. and

can only provide reasonable assarance against material misstatement or loss,
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Nu Keen Rashif Abdur Rahman Zhou Kun
clo dead of Complisnee Head of Internal Audit

8T FLOOR. PARSA TOWER, 21-1-A, SHAHRA-E-FAISAL KARACH| - 78400
Tel N121-3820-8988 / 2520-8600 Fax: 021 3520-8930 Wehsile www nbe com ph
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INDUSTRIAL AND COMMERCIAL BANK OF CHINA LIMITED KARACH! BRANCH

Risk Management Framework

WBC Pakistan Operations (C"Bank™) has nisk management guidelines o manage
Credit Risk. Market Risk. and Operational Risk.

ICBC Head Office has setep parameters under which the Bank is responsible for
formulating high-level policies which includes independent review of the large credit
exposure and the porttolio management of risk concentration. It also reviews the
efficiency of credit approval process, o key element of which is the Bank’s universal
facilinn. grading system. [CBC has dedicated standards. policies and procedures in
place 1o control and monitor all such risks. [CBC has a well-established credit risk
management procesy, which mvaolves contral and monitoring ol exposure,

(he management of market risk is controlled throagh risk limits. The Bank launched
Global Murket Rish Managemoent system (GMRM) to establish an integrated and
untlied data and risk measurement management platform. The Bank also implemented
the measurement and monitoring of interest rate risk. exchange rate risk.

fnorder to guarantee the bank liquidity. [CBC has adopted the following measures:
a Strengthen the forecast of the asser and liabilities of the Bank and properhy
arrunge adequate capital
b Fnhance communicution with other financial institutions o further strengthen
our aceess to lquidity
¢ Flexible pricing based on marketing research 1o attract more customer deposit

HUBC established Tormad policies and manuals (o ensure that the control envirenment
is formal and documented. Each policy and manual has its owner and is approved and
documented. ICBC promotes compliance culture, advises management and fine sl
on regulations, assists in designing internal controls. monitors compliances with law s
and regulations. communicates with the regulator and consultants, and provides
training to staffl ali of which helps raise staft awareness and enhance compliance

controels.
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Nu keen Zhang Rongsiang
Chiel B xecutive Odtieer Head of Risk

8TH FLOOR ,PARSA TOWER ,31-1-A SHAHRA-E-FAISAL, KARACH!-75400
Tei:021-3520-5988/3520-8300 Fax:021-3520-8930 Website:www.iche.com.pk




