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INDUSTRIAL AND COMMERCIAL BANK OF CHINA LIMITED KARACHI BRANCH

March 28, 2014

Ms. Lubna Farooq Malik

Director

Off Site Supervision & Enforcement Department
State Bank of Pakistan

II Chundrigar Road

Karachi

Dear Madam,

Financial statement of Industrial and Commerical Bank of China (the Bank)
the period end 31 December 2013

We are writing with reference to the Section 34 and Section 36 of the Banking
Companies Ordinance, 1962 requiring all banks to submit their approved annual audited

financial statements to the State Bank of Pakistan within 3 months of the year end.

In view of the above, kindly find enclosed a copy of our audited annual report, statement
on Internal Control and Risk Management Framework. We appreciate your understanding
in this matter and thank you for the continued support extended to Industrial and
Commercial Bank of China.

Kindly let us know if any additional information is required.

Sincerely,
- y
I, ll' ‘
Xu Keen Wang Xin
CEO General Manager Finance

8TH FLOOR, PARSA TOWER, 31-1-A, SHAHRA-E-FAISAL, KARACHI - 75400
Tel: 021-3520-8988 / 3520-8900 Fax: 021-3520-8930 Website: www.icbc.com.pk



heeuc

KPMG Taseer Hadi & Co. Telephone + 92 (21) 3568 5847
Chartered Accountants Fax +92 (21) 3568 5095
Sheikh Sultan Trust Building No. 2 Internet www.kpmg.com.pk

Beaumont Road
Karachi, 75530 Pakistan

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 2013 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 except for the change in accounting
policy as disclosed in note 5.1 to the accompanying financial statements, with
which we concur;

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 comc 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 independent member
firms affiliated with KPMG International Cooperative

("KPMG International”), a Swiss entity.
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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 2013 and its true balance of profit, its cash flows and changes in equity
for the year then ended; and

d)  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.

The financial statements of the branches for the year ended 31 December 2012 were audited by
another firm of Chartered Accountants, who vide their report dated 29 March 2013, addressed to
the directors, had expressed an unmodified opinion thereon.

s 1 Ozen hoAAa
Date: 28 March 2014 KPMG Taseer Hadi & Co.
Chartered Accountants
Karachi Syed Iftikhar Anjum




Industrial and Commercial Bank of China Limited - Pakistan Branches

Statement of Financial Position
As at December 31, 2013

ASSETS

Cash and balances with treasury banks
Balances with other banks

Lendings to financial institutions
Investments - net

Advances

Operating fixed assets

Deferred tax assets

Other assets

LIABILITIES

Bills payable

Borrowings

Deposits and other accounts

Sub-ordinated loans

Liabilities against assets subject to finance lease
Deferred tax liabilities

Other liabilities

NET ASSETS
REPRESENTED BY
Head office capital account

Reserves
Accumulated losses

(Deficit) / Surplus on revaluation of investments - net

CONTINGENCIES AND COMMITMENTS

The annexed notes 1 to 36 form an integral part of these financial statements.

Xu Keen
Chief Executive Officer

Note
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2013

2012

(Rupees in '000)

4,462,227 4,063,541
163,630 1,336,371
3,490,017 1,554,395
47,547,395 13,596,093
3,894,413 56,596
243,293 316,663

54,325 :

2,189,505 1,123,957
62,044,805 22,047,616
172,309 738
40,028,520 12,221,381
14,986,537 4,167,644
3,162,092 2,509,152
58,349,458 18,898,915
3,695,347 3,148,701
3,802,007 3,506,910

(70,240) (364,645)
3,731,767 3,142,265

(36,420) 6,436
3,695,347 3,148,701
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Wang Xin
Head of Finance




Industrial and Commercial Bank of China Limited - Pakistan Branches

Profit and Loss Account
For the year ended December 31, 2013

Note

Mark-up / Return / Interest Earned 21
Mark-up / Return / Interest Expensed 22
Net mark-up / Interest Income

Provision against non-performing loans and advances - net
Provision for diminution in the value of investments - net
Bad debts written off directly

Net Mark-up / Interest Income after provisions

NON MARK-UP / INTEREST INCOME

Fee, commission and brokerage income

Dividend income

(Loss) / income from dealing in foreign currencies

Gain / (loss) on sale of securities

Unrealised Gain / (loss) on revaluation of investments
classified as held for trading

Other income
Total non-mark-up / interest income

NON MARK-UP / INTEREST EXPENSES

Administrative expenses 23
Other provisions / write-offs

Other charges

Total non-mark-up / interest expenses

Extra ordinary / unusual items
PROFIT/ (LOSS) BEFORE TAXATION

Taxation - Current 24
- Prior Years

- Deferred

PROFIT/ (LOSS) AFTER TAXATION

The annexed notes 1 to 36 form an integral part of these financial statements.

Xu Keen

Chief Executive Officer

2013 2012
(Rupees in '000)

3,700,571 771,801
(738,992) (682.804)
2,961,579 88,997
2,961,579 88,997
141,895 122,650
(2,182,599) 18,703
349 142
(2,040,355) 141,495
921,224 230,492
661,533 410,799
661,533 410,799
259,691 (180,307)
259,691 (180,307)
(34,714 ,
(34,714) :
294,405 (180,307)

- y
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Wang Xin
Head of Finance



Industrial and Commercial Bank of China Limited - Pakistan Branches

Statement of Comprehensive Income
For the year ended December 31, 2013

2013 2012
(Rupees in '000)
Profit / (Loss) after taxation for the year 294,405 (180,307)

Other comprehensive income

Items that will not be reclassified subsequently
to profit and loss account

Exchange adjustments on revaluation of capital 295,097 259,509

589,502 79,202

Components of comprehensive income not reflected
in Head Office account

(Deficit) / surplus on revaluation of available for sale
securities - net of tax (42,856) 4,678

The annexed notes 1 to 36 form an integral part of these financial statements.

e y
A s
Xu Keen Wang_ Xin
Chief Executive Officer Head of Finance




Industrial and Commercial Bank of China Limited - Pakistan Branches

Cash Flow Statement
For the year ended December 31, 2013

2013

2012

Note (Rupees in '000)
CASH FLOW FROM OPEARTING ACTIVITIES
Profit / (loss) before taxation 259,691 (180,307)
Adjustments:
Depreciation 1] 82,376 36,871
342,067 (143,436)

(Increase) / decrease in operating assets
Lending to financial institutions (455,455) 5,331
Advances (3,837,817) (30,173)
Others assets (1,065,548 (1,103,195)

(5,358,820) (1,128,037)
Increase / (decrease) in operating liabilities
Bills payable 171,571 (21,659)
Borrowings 35,555,400 569,726
Deposits and other accounts 10,818,893 2,643,573
Other liabilities 652,940 1,113,568

47,198,804 4,305,208

42,182,051 3,033,735
Income tax paid - -
Net cash flow from operating activities 42,182,051 3,033,735
CASH FLOW FROM INVESTING ACTIVITIES
Investment in operating fixed assets 11 (9,006) (59,218)
Net investments in available -for- sale securities (34,013,770 (12,107,291
Net cash flow from investing activities (34,022,776) (12,166,509)
CASH FLOW FROM FINANCING ACTIVITES
Remittance received from head office - 54,509
Net cash flow from financing activities - 54,509
Exchange adjustments on revaluation of capital 295,097 259,509
Increase/ (decrease) in cash and cash equivalents 8,454,372 (8,818,756)
Cash and cash equivalents at beginning of the year (5,474,545) 3,344,211
Cash and cash equivalents at end of the year 25 2,979,827 (5,474,545)
The annexed notes 1 to 36 form an integral part of these financial statements.
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Xu Keen
Chief Executive Officer

Wang Xin
Head of Finance



Industrial and Commercial Bank of China Limited - Pakistan Branches

Statement of Changes in Equity
For the year ended December 31, 2013

Head office Accumulated Total
capital account losses
Note — —=m--mmmmmmmmmmmme- (Rupees in '000) ----=---==--=---====

Balance as at January 01,2012 3,192,892 (184,338) 3,008,554
Transaction with owners recorded directly in Equity
Remittances received from head office 54,509 - 54,509
Total Comprehensive income for the year ended

December 31,2012
Loss for the year ended December 31, 2012 - (180,307) (180,307)
Exchange adjustments on revaluation of capital 18 259,509 - 259,509
Balance as at December 31, 2012 3,506,910 (364,645) 3,142,265
Total Comprehensive income for the year ended

December 31,2013
Profit for the year ended December 31, 2013 - 294,405 294,405
Exchange adjustments on revaluation of capital 18 295,097 - 295,097
Balance as at December 31,2013 3,802,007 (70,240) 3,731,767

The annexed notes 1 to 36 form an integral part of these financial statements.
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Xu Keen Wang Xin
Chief Executive Officer Head of Finance




Industrial and Commercial Bank of China Limitedakistan Branches

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

2.1

2.2

3.1

3.2

STATUS AND NATURE OF BUSINESS

The Pakistan branches of Industrial and CommeBaak of China Limited ("the branches") have
commenced their operations in Pakistan with effieeh August 18, 2011. Industrial and Commercial
Bank of China Limited is incorporated in the PetgpkRepublic of China.

The Bank presently operates through two branchesd®ber 31, 2012: two branches) and one
service centre in Pakistan and is engaged in bgragtivities permissible under the Banking
Companies Ordinance, 1962. The registered offidce@Bank is located at Parsa Tower, P.E.C.H.S,
Main Shahrah -e-Faisal, Karachi. The credit rabhthe Bank is disclosed in note 26 to these firgnc
statements.

BASIS OF PRESENTATION

These financial statements have been preparechioroity with the format of financial statements
prescribed by SBP vide BSD circular No. 04, datéd-ébruary 2006.

In accordance with the directives of the Federal€Bioment regarding the shifting of the banking
system to Islamic modes, the State Bank of Pakisé@rnissued various circulars from time to time.
Permissible form of trade-related modes of finagéntludes purchase of goods by banks from their
customers and immediate resale to them at apptepriark-up in price on deferred payment basis.
The purchases and sales arising under these amanggeare not reflected in these financial
statements as such, but are restricted to the anoddercility actually utilised and the appropriate
portion of mark-up thereon.

STATEMENT OF COMPLIANCE

These financial statements have been prepared¢ardance with approved accounting standards as
applicable in Pakistan. Approved accounting stasislapmprise of International Financial Reporting
Standards (IFRS) issued by the International ActingrStandard Board (IASB) as are notified under
the Companies Ordinance, 1984, provisions of arettives issued under Companies Ordinance, 1984,
the Banking Companies Ordinance, 1962 and reguktidirectives issued by the Securities and
Exchange Commission of Pakistan (SECP) and SBPréVeethe requirements of Companies
Ordinance, 1984, Banking Companies Ordinance, B®62gulations / directives issued by the SECP
and the SBP differ with the requirements of IFRf®, tequirements of the Companies Ordinance,

1984, Banking Companies Ordinance, 1962 or theireapents of the said regulations/ directives shall
prevail.

The State Bank of Pakistan has deferred the aplityeof International Accounting Standard (IAS)

39, 'Financial Instruments: Recognition and Meas@r' and International Accounting Standard (IAS)
40, 'Investment Property' for banking companiesugh BSD Circular Letter No. 10 dated August 26,
2002 till further instructions. Further, the Setisg and Exchange Commission of Pakistan has aeferr
the applicability of International Financial Repog Standard (IFRS) 7, 'Financial Instruments:
Disclosures' on banks through its notification 81R11(1)/2008 dated April 28, 2008. Accordinglyeth
requirements of these standards have not beendesadiin the preparation of these financial
statements. However, investments have been ckdsifid valued in accordance with the
requirements prescribed by the State Bank of Raki$trough various circulars.



3.3

3.4

New disclosure requirements
Minimum Capital Requirement

In the current year, the State Bank of Pakistade BPRD Circular No. 06 of 2013 dated August 15,
2013 issued Basel Il guidelines pertaining toiblecapital and related disclosures. The Bank in
accordance with the said guidelines calculatedémtes! the eligible capital and related disclosures.
Credit risk, Market risk and Operational risk wesdculated in accordance with the provisions of
Basel Il as Basel Il guidelines for Credit RiskaMet Risk and Operational Risk are expected to be
issued in the year 2014. Accordingly, eligible talpand related disclosures of the comparativeopleri
were represented for better comparison.

Standards, interpretations and amendments to Appved Accounting Standards
that are not yet effective

The following standards, amendments and interpostabf approved accounting standards will be
effective for accounting periods beginning on @geafanuary 01, 2014:

- IFRIC 21- Levies ‘an Interpretation on the accangfor levies imposed by governments’
(effective for annual periods beginning on or afl@nuary 01, 2014). IFRIC 21 is an interpretation
of IAS 37 Provisions, Contingent Liabilities andr@iagent Assets. IAS 37 sets out criteria for the
recognition of a liability, one of which is the rdgement for the entity to have a present obligatio
as a result of a past event (known as an oblig&teat). The interpretation clarifies that the
obligating event that gives rise to a liabilitygay a levy is the activity described in the relgvan
legislation that triggers the payment of the IeMye amendment is not likely to have an impact on
the financial statements of the Bank.

- Amendment to IAS 36 “Impairment of Assets” Recalde Amount Disclosures for Non-
Financial Assets (effective for annual periods beijig on or after January 01, 2014). These
narrow-scope amendments to IAS 36 Impairment oefssaddress the disclosure of information
about the recoverable amount of impaired ass#taifamount is based on fair value less costs of
disposal. The amendment is not likely to have guaichon the financial statements of the Bank.

- Amendments to IAS 19 “Employee Benefits” Employeatributions — a practical approach
(effective for annual periods beginning on or aftely 01, 2014). The practical expedient
addresses an issue that arose when amendmentmagesn 2011 to the previous pension
accounting requirements. The amendments introduebed that will reduce the complexity and
burden of accounting for certain contributions fremployees or third parties. The amendments
are relevant only to defined benefit plans thabiwe contributions from employees or third parties
meeting certain criteria. The amendment is notylike have an impact on the financial statements
of the Bank.

- Annual Improvements 2010-2012 and 2011-2013 cyctexst amendments will apply prospectively
for annual period beginning on or after July 011420 The new cycle of improvements contain
amendments to the following standards:

- IFRS 2 ‘Share-based Payment'. IFRS 2 has been asddnctlarify the definition of ‘vesting
condition’ by separately defining ‘performance cibioth’ and ‘service condition’. The
amendment also clarifies both: how to distinguistween a market condition and a
non-market performance condition and the basis loistwa performance condition can be
differentiated from a vesting condition.

- IFRS 3 ‘Business Combinations’. These amendmeat#fycthe classification and
measurement of contingent consideration in a basisembination. Further, IFRS 3 has also
been amended to clarify that the standard doeapmy to the accounting for the formation of
all types of joint arrangements including joint cgtéons in the financial statements of the joint



4.1

4.2

4.3

arrangement themselves.

- IFRS 8 ‘Operating Segments’ has been amended ixityrequire the disclosure of
judgments made by management in applying the agtioegeriteria. In addition, this
amendment clarifies that a reconciliation of thmltof the reportable segment’s assets to the
entity assets is required only if this informatierregularly provided to the entity’s chief
operating decision maker. This change aligns teelasure requirements with those for
segment liabilities.

- Amendments to IAS 16’Property, plant and equipmant IAS 38 ‘Intangible Assets’. The
amendments clarify the requirements of the revadnahodel in IAS 16 and IAS 38,
recognizing that the restatement of accumulatededégion (amortization) is not always
proportionate to the change in the gross carryingunt of the asset.

- |AS 24 'Related Party Disclosure’. The definitiohrelated party is extended to include a
management entity that provides key managementipees services to the reporting entity,
either directly or through a group entity.

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

BASIS OF MEASUREMENT
Accounting convention

These financial statements have been prepared threllistorical cost convention except that
available for sale investments are measured avédire.

Functional and Presentation Currency

These financial statements are presented in PakRtgees, which is the branches' functional and
presentation currency. The amounts are roundei diffe nearest thousand rupees except as stated
otherwise.

Critical accounting estimates and judgments

The preparation of financial statements in conftymiith approved accounting standards requires
management to make judgments, estimates and asenmfitat effect the application of policies and
reported amounts of assets and liabilities, incamiexpenses. The estimates and associated
assumptions are based on historical experienceaulis other factors that are believed to be
reasonable under the circumstances, the resulthich form the basis of making the judgments about
carrying values of assets and liabilities thatravereadily apparent from other sources. Actualltes

may differ from these estimates. The estimatesusulgrlying assumptions are reviewed on an ongoing
basis. Revisions to accounting estimates are résedim the period in which the estimate is revied
the revision affects only that period, or in theipe of the revision and future periods if the ston

affects both current and future periods.
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54.1

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

- classification of investments (note 5.4)
- income taxes (note 5.8)
- depreciation of operating fixed assets (note 5.6)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in thegaration of these financial statements are set out
below. These have been consistently applied tgealts presented, except for the changes
mentioned in note 5.1 to these financial statements

Change in accounting policy
Presentation of items of other comprehensive income

As a result of the amendments to IAS 1, the Bagak rhodified the presentation of items of other
comprehensive income in its statement of comprebemscome, to present separately items that
would be reclassified to profit or loss in the figtdrom those that would never be. The adoptiothef
amendment to IAS 1 has no impact on the recograssets, liabilities and comprehensive income of
the Bank.

Cash and cash equivalents

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

Lendings to / borrowings from financial institutions

The Bank enters into transactions of repos andsewepos at contracted rates for a specified gerio
of time. These are recorded as under:

Sale of securities under repurchase agreements

Securities sold subject to a repurchase agreemegpt)(are retained in the financial statements as
investments and the counter party liability is ut#d in borrowings. The difference between the sale
and contracted repurchase price is accrued oneagioportion basis over the period of the contract
and recorded as an expense.

Purchase of securities under resale agreements

Securities purchased under agreement to reseir@evepo) are not recognised in the financial
statements as investments and the amount exteodled tounter party is included in lendings. The
difference between the purchase and contractetérpsee is accrued on a time proportion basis over
the period of the contract and recorded as income.

Investments

Classification

The Bank classifies its investments as follows:
Held for trading

These are investments, which are either acquinegdoerating a profit from short-term fluctuations
market prices, interest rate movements, dealergimar are securities included in a portfolio iniah
a pattern of short-term profit taking exists.
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5.4.5

5.5

5.6

Available for sale
These are investments which do not fall underhélkel ‘for trading' and 'held to maturity' categaries
Held to maturity

These are investments with fixed or determinabjemmants and fixed maturities and the Bank has the
positive intent and ability to hold them till maityr

Regular way contracts

All purchases and sales of investments that regigligery within the time frame established by
regulation or market convention are recognisectiiesnent date, which is the date at which the Bank
agrees to settle the purchase or sale of investment

Initial recognition and measurement

Investments other than those categorized as ‘beldading' are initially recognised at fair value.
Transaction costs associated with the investmeninatuded in cost of investments.

Subsequent measurement

In accordance with the requirements of State Bdrikatistan, quoted securities other than those
classified as 'held to maturity' are subsequesetilygasured to market value. Surplus / (deficit)
arising on revaluation of securities classifiedhatd for trading' is taken to profit and loss aoto
and for securities classified as 'Available foesd taken to a separate account shown in the
statement of financial position below equity. Inveents classified as 'Held to maturity' are carried
at amortised co

Impairment

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

Loans and advances

Loans and advances are stated net off provisicaissighon-performing advances. Specific and
general provisions are made in accordance withafeirements of the Prudential Regulations issued
by the State Bank of Pakistan from time to timee Tiet provision made / reversed during the year is
charged to profit and loss account and accumulatedsion is netted-off against advances. Advances
are written off when there are no realistic prospe€ recovery.

Operating fixed assets

Operating fixed assets except capital work-in-pesgrare stated at historical cost less accumulated
depreciation and accumulated impairment losses)if Historical cost includes expenditures that are
directly attributable to the acquisition of thenite.

Depreciation is charged to income by applying thaight-line method using the rates specified iteno
11.1 to these financial statements. The depreaiatiarge for the year is calculated after takirig in
account residual value, if any. The residual valussful lives and depreciation method are reviewed
and adjusted, if appropriate, at each reporting.da¢preciation on additions is charged from thte da
on which the assets are available for use and s@asthe date on which they are disposed off.



5.7

5.8

5.9

5.10

Maintenance and normal repairs are charged to ie@syand when incurred. Subsequent costs are
included in the asset's carrying amount or aregised as a separate asset, as appropriate, oaly wh
it is probable that future economic benefits asged with the item will flow to the Bank and thesto
of the item can be measured reliably.

Capital work-in-progress

Capital work-in-progress is stated at cost lessimetated impairment losses, if any. All expenditure
connected with specific assets incurred duringaitegton and construction period are carried uritisr
head. These are transferred to specific assetsdagtaen assets become available for use.

Taxation

Income tax expense comprises current and defaredricome tax expense is recognised in the profit
and loss account except to the extent that iteeltd items recognised directly in other compreivens
income or surplus on revaluation of investmentalinch case it is recognised in other comprehensive
income or surplus on revaluation of investments.

Current

Provision for current taxation is based on taxéideme at the current rates of taxation after tgkin
into consideration available tax credit and rehafemy. The charge for current tax also includes
adjustments, where considered necessary relatipgaoyears, which arise from assessments /
developments made during the year.

Deferred

Deferred tax is recognised using the balance staddity method on all temporary differences anigi
between the carrying amounts of assets and ligsilior financial reporting purposes and amounésius
for the taxation purposes. The amount of deferm&dgtovided is based on the expected manner of
realisation or settlement of the carrying amouffitzssets and liabilities using the tax rates embgote
substantially enacted at the reporting date. Ardedetax asset is recognised only to the extentitiis
probable that future taxable profits will be avhitaand the credits can be utilised. Deferred t&setis
reduced to the extent that it is no longer prob#ide the related tax benefits will be realised.

Employee benefits
Defined benefit plan

The branches operate an approved funded gratiignse covering eligible employees whose period
of employment with branches is five years or m@umatuity is payable to staff on completion of the
prescribed qualifying period of service under tbleesne.

Defined contribution plan

The branches operate an approved provident fundlifof its local permanent employees in respect
of which contributions are made to discharge ligbiinder the respective rules of the schemes.

Borrowings / deposits and their cost
a) Borrowings / deposits are recorded at the praceszkived.

b) Borrowing costs are recognised as an expenseipdriod in which these are incurred using
effective mark-up / interest rate method to theeithat they are not directly attributable to the
acquisition of or construction of qualifying ass@srrowing costs that are directly attributable to
the acquisition, construction or production of alifying asset (one that takes a substantial period
of time to get ready for use or sale) are capidlias part of the cost of that asset.



5.11 Provisions

Provisions are recognised when the branches hpriesant, legal or constructive, obligation as altes
of past events, it is probable that an outflowesfaurces will be required to settle the obligatod a
reliable estimate of the amount can be made. Romdsare reviewed at each reporting date and are
adjusted to reflect the current best estimate.

5.12  Acceptances
Acceptances comprise undertakings by the brancheayt bills of exchange drawn on customers. The
branches expect most acceptances to be simultdpesattted with the reimbursement from the
customers. Acceptances are accounted for as @hbalsheet transactions and are disclosed as
contingent liabilities and commitments.

5.13 Revenue recognition
Advances and investments
Mark-up income on loans and advances and debtisesus recognised on a time proportion basis.
Where debt securities are purchased at a premiuisoount, those premiums / discounts are
amortised through the profit and loss account tiveremaining maturity, using the effective yield
method.

Fee, commission and brokerage

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

Other income is recognised on accrual basis.

5.14  Foreign currency translation
Transactions in foreign currencies are translatea Pakistani rupees at the exchange rates preyaili
on the transaction date. Monetary assets anditiabilenominated in foreign currencies are traadla

into Pakistan Rupees at the exchange rates prayailithe reporting date.

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

Exchange gains and losses are included in income.

Commitments for outstanding forward foreign exctengntracts are disclosed at contracted rates.
5.15 Off-setting

Financial assets and financial liabilities are sgf-and the net amount is reported in the financial

statements only when there is a legally enforceage to set-off the recognised amount and the

branches intend either to settle on a net basis, i@alize the assets and to settle the liakslitie

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



5.16

6.1

6.2

6.3

Segment reporting

A segment is a distinguishable component of thaeddras that is engaged either in providing product
or services (business segment), or in providinglpets or services within a particular economic
environment (geographical segment), which is suligedsks and rewards that are different from
those of other segments. The branches' primarydoofireporting is based on business segments.
Business segments

Trading and sales

It includes fixed income, equity, foreign exchangasmmodities, credit, funding, own position
securities, lending and repos, brokerage debt a@nterokerage.

Corporate finance
This represents provision of banking services idiclg treasury and international trade activities to

large corporate customers, multinational compamgegernment and semi government departments
and institutions and SMEs treated as corporaterupdalential Regulations.

CASH AND BALANCES WITH TREASURY BANKS 2013 2012
Note (Rupees in '000)
In hand:
Local currency 24,164 6,770
Foreign currencies 24,964 42,369
49,128 49,139

With State Bank of Pakistan in:

Local currency current account 6.1 408,086 226,280
Foreign currency current accounts 6.2 34,486 34,452
Foreign currency deposit accounts 6.3 3,970,527 3,753,670

4,462,227 4,063,541

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

As per BSD Circular No. 9 dated December 3, 20€55h reserve of 5% is required to be
maintained with the State Bank of Pakistan on digpbgld under the New Foreign Currency
Accounts Scheme (FE-25 deposits).

This includes special cash reserve of 15% requodme maintained with the State Bank of Pakistan
on FE-25 deposits as specified in BSD Circular Nbdated June 21, 2008. Profit rates on these
deposits are fixed by SBP on a monthly basis. TheeBank of Pakistan has not remunerated
these deposit accounts during the year. It aldodies capital maintained with SBP in accordance
with the requirements of Section 13 of Banking Canips Ordinance 1962 amounting to USD
36.098 million (December 31, 2012: USD 36.098 ).
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8.1

8.2

8.3

8.4

8.5

9.1

9.1.1

9.2

9.3

BALANCES WITH OTHER BANKS 2013 2012
Note (Rupees in '000)
In Pakistan
On current accounts 382 379

Outside Pakistan
On current accounts - 23,834
On deposit accounts 163,248 1,312,158
163,630 1,336,371

LENDINGS TO FINANCIAL INSTITUTIONS

Call money lendings 8.1 2,500,932 1,554,395
Repurchase agreement lendings (Reverse repo) 8.2 989,085 -
3,490,017 1,554,395

These represent call lendings to financial indtng and other branches of ICBC at mark-up rateging from 0.1% to 10.3% per annum
(December 31, 2012: 1.0% to 1.55% per annum) witunties up to April 2014 (December 31, 2012: JR623).

This carries mark-up at 9.50% per annum (2012} Miith maturity in January 2014.

Particulars of lending 2013 2012
(Rupees in '000)

In local currency 1,889,085 -
In foreign currencies 1,600,932 1,554,395
3,490,017 1,554,395

Securities held as collateral against lending tfiinancial institutions

2013 2012
Held by Further Total Held by Further Total
bank given as bank given as
collateral collateral
———————————————— (Rupees in '000) (Rupees in '000) ----------------
Market Treasury Bills 909,288 79,797 989,085 - - -
909,288 79,797 989,085 - - -

The market value of securities held as collategairsst lendings to financial institutions as at &mber 31, 2013 amounts to Rs. 994 million
(2012: Nil).

INVESTMENTS - NET

Investments by type December 31, 2013 December 31, 2012
Held by Given as Held by Given as
Bank Collateral Total Bank Collateral Total
Note = —mmemeeeee (Rupees in '000) -------===m==  —memmmeeeeeen (Rupees in '000) -------------
Available-for-sale securities
Market Treasury Bills 9.11 47,523,629 79,797 47,603,426 13,019,931 569,726 13,589,657
Investments at cost 47,523,629 79,797 47,603,426 13,019,931 569,726 13,589,657
(Deficit) / surplus on revaluation of
available for sale securities 19 (55,937) (94) (56,031) 6,166 270 6,436
Total investments at market value 47,467,692 79,703 47,547,395 13,026,097 569,996 13,596,093

These Market Treasury Bills will mature upto Mayl2ZQDecember 31, 2012: upto July 2013) and catgrést at 8.93% to 10.30% per annum
(December 31, 2012: from 9.2% to 11.85% ).

Investments by segments 2013 2012
(Rupees in '000)
Federal Government Securities

Market treasury bills 47,603,426 13,589,657
Total investments at cost 47,603,426 13,589,657
(Deficit) / surplus on revaluation of available fale securities -56,031 6,436
Total investments at market value 47,547,395 13,596,093

Quality of available for sale securities

Market value Cost
2013 2012 2013 2012
Market Treasury Bills 47,547,395 13,596,093 47,603,426 13,433,609 (Unrated-Government

Securities)



10 ADVANCES Note 2013 2012
(Rupees in '000)
Loans, cash credits, running finances, etc.
In Pakistan 830,000 -
Bills discounted and purchased (excluding markeisuey bills)
Payable in Pakistan 3,064,413 56,596
3,894,413 56,596
10.1 Particulars of advances
In local currency 980,000 -
In foreign currencies 2,914,413 56,596
3,894,413 56,596
Short-term for upto one year 3,894,413 56,596
Long-term for over one year - -
3,894,413 56,596
10.2 No advances have been placed under non-perforrtatgsgDecember 31, 2012: Nil).
11 OPERATING FIXED ASSETS
Property and equipment 111 243,293 316,663
243,293 316,663
11.1  Property and equipment
2013
Cost Accumulated 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
2013 31, 2013 01,2013  theyear 31, 2013 2013 Depreciation
(Rupees in '000) %
Leasehold improvements 277,664 4,526 282,190 11,243 55,918 67,161 215,029 20%
Furniture and fixture 14,575 1,805 16,380 3,918 3,057 6,975 9,405 20%
Electrical, office and
computer equipment 69,548 2,675 72,223 29,963 23,401 53,364 18,859 33%
361,787 9,006 370,793 45,124 82,376 127,500 243,293
2012
Cost Accumulated Depreciation Book value
As at Additions As at As at As at As at
January 01, December January 01,Charge for the December December 31, Rate of
2012 31, 2012 2012 year 31, 2012 2012 Depreciation
(Rupees in '000) %
Leasehold improvements - 277,664 277,664 - 11,243 11,243 266,421 20%
Furniture and fixture 13,739 836 14,575 1,014 2,904 3,918 10,657 20%
Electrical, office and
computer equipment 66,124 3,424 69,548 7,239 22,724 29,963 39,585 33%
79,863 281,924 361,787 8,253 36,871 45,124 316,663




12

12.1

13

14

15

15.1

DEFERRED TAX ASSETS

Deferred debits arising in respect of

- Unabsorbed tax losses and depreciation

- Investments - available for sale

Deferred credits arising due to

- Operating fixed assets

Deferred tax asset not recognised

Movement in deferred tax balances

Operating fixed assets

Investments - available for sale

Unabsorbed tax losses

OTHER ASSETS

2013 2012
(Rupees in '000)

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

Advances, deposits, advance rent and other prepagme
Unrealized gain on forward foreign exchange comsrac

Others

BILLS PAYABLE

In Pakistan

Outside Pakistan

BORROWINGS

In Pakistan
Outside Pakistan

Particulars of borrowings with respect to currecies

In local currency
In foreign currencies

57,740 146,040
19,611 (2,253)
77,351 143,787
(23,026) (18,415)
54,325 125,372
- (125,372)
54,325 -
As at Recognised  Recognised As at
January 01, in profit in revaluation December
2013 or loss surplus 31, 2013
---------------------------- (Rupees in '000) ----—-------------
- (23,026) - (23,026)
- - 19,611 19,611
- 57,740 - 57,740
- 34,714 19,611 54,325
2013 2012

(Rupees in '000)

20,484 -
17,497 1,612
37,672 34,146
2,076,914 1,087,199
36,938 1,000
2,189,505 1,123,957
119,647 738

52,662 -
172,309 738
79,797 569,726
39,948,723 11,651,655
40,028,520 12,221,381
79,797 569,726
39,948,723 11,651,655
40,028,520 12,221,381




15.2 Details of borrowings Secured / Unsecured Note 2013 2012
(Rupees in '000)

Secured

Repurchase agreement borrowings (Repo) 15.3 79,797 569,726
Unsecured

Call borrowings 15.4 39,948,723 11,651,655

15.3 This represents repurchase agreement borrowingsdtber banks at the rate of 10% per annum (2012:
7% to 11.9% per annum) maturing by January 2014728pril 2013).

15.4 This represents borrowings from financial instibag and other ICBC branches at mark-up rates rgngin
from 0.55% to 1.1% per annum (2012: 0.1% to 11.96%{uring by May 2014 (2012: March 2013).

16  DEPOSITS AND OTHER ACCOUNTS Note 2013 2012
(Rupees in '000)

16.1

17

17.1

Customers

Fixed deposits

Savings deposits

Current accounts - Non-remunerative

Financial institutions
Non-remunerative deposits

Particulars of deposits

In local currency
In foreign currencies

OTHER LIABILITIES

Mark-up / Return / Interest payable in local cuogen

Mark-up / Return / Interest payable in foreign enaies

Staff performance bonus payable

Payable to head office 171

Unrealized loss on forward foreign exchange comgrac

Commission received in advance against unfunded
exposure

Payable to employee benefit plans

Provision for WWF

Others

11,260,149 2,937,759
1,090,885 357,053
2,625,997 872,832

14,977,031 4,167,644

9,506 -

14,986,537 4,167,644
8,469,614 3,111,010
6,516,923 1,056,634

14,986,537 4,167,644

152,624 25,894
98,014 2,743
95,849 48,957

1,464,223 1,350,575
985,076 964,873
305,754 -
907 1,090
5,300 -
54,345 115,020
3,162,092 2,509,152

This represents interest free advance of USD 18l@m(December 31, 2012: USD 13.9 million)
provided by the head office for the purpose ofiéhiset up of branches' operations. The terms of

repayment have not yet been agreed.
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20.1

20.2

20.3

20.4

20.5

21

HEAD OFFICE CAPITAL ACCOUNT

Capital held as interest free deposit in approeediin exchange
USD 36.098 million (2012: USD 36.098 million)

Balance at beginning of the year

Revaluation advised by the State Bank of Pakistan
during the year

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

(Deficit)/ Surplus on revaluation of Governments#ioes
Related deferred tax asset

CONTINGENCIES AND COMMITMENTS
Transaction related contingent liabilities

Government
Others

Trade related contingent liabilities
Letters of credit

Commitments in respect of forward foreign anddcal
exchange contracts

Purchase
Sale

Commitments in respect of repo transactions
Repurchase

Resale

Commitments to extend credit - syndicated loan

MARK-UP/ RETURN/ INTEREST EARNED

Loans and advances

Investments in available for sale securities
Deposits with financial institutions

Securities purchased under resale agreements
Call money lendings

2013

2012

(Rupees in '000)

3,506,910 3,247,401
295,097 259,509
3,802,007 3,506,910
(56,031) 6,436
19,611 -
(36,420) 6,436
20,514,530 8,756,228
20,313,722 7,387,444
40,828,252 16,143,672
162,078 26,945
128,520,658 55,170,660
127,786,139 45,939,105
79,797 569,726
989,085 -
500,000 -
113,777 3,082
3,360,473 661,684
8,481 -
102,988 -
114,852 107,035
3,700,571 771,801
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23

231

23.2

24

24.1

25

MARK-UP/ RETURN/ INTEREST EXPENSED

Deposits
Securities sold under repurchase agreements
Other short term borrowings

ADMINISTRATIVE EXPENSES

Salaries, allowances, etc.

Charge for defined benefit plan
Contribution to defined contribution plan
Charge for Workers' Welfare Fund
Rent, taxes, insurance, electricity, etc.
Legal and professional charges
Communications

Stationery and printing

Advertisement and publicity
Depreciation

Travelling and entertainment
Auditors' remuneration

Others

Note

231& 29
231& 29

111

232

201:

2012

(Rupees in '000)

492,54: 650,054
24,20¢ -
222,24: 32,750
738,99: 682,804
397,15t 271,268
45¢ -
44C -
5,30( -
82,75 48,171
3,48¢ 354
16,87 17,106
3,02( 779
3,43¢ 5,391
82,37¢ 36,871
47,98 17,178
952 590
17,29: 13,091
661,53! 410,799

During the year, the Bank has registered an apprdeéined benefit and defined contribution plane Bank
was previously operating an unapproved contribugilam which was discontinued and the contributiertgining

to it was paid to the employees.
Auditors' remuneration

Audit fee

TAXATION

For the year
- Current
- Deferred

Relationship between tax expense and accounting git

Profit before taxation
Tax at the applicable rate of 35% (2012: 35%)

Effect of:

- Recognition of previously unrecognised defereeddssets
- Unrecognised deferred tax asset

- 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

201:

2012

(Rupees in '000)

952 59C
(34,714 -
(34,714 -
259,69 (180,307

90,89: (63,107)
(125,372 -

- 63,107
(234 -
(34,714 -

4,462,22 4,063,541

163,63 1,336,371
2,257,364 777,198
(3,903,394) (11,651,655)
2,979,827 __ (5,474,545)
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27

28
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29.1

3G

CREDIT RATING

Moody's Investor Services Inc. has assigned atemy credit rating of A1 and a short term crediing of P-1
to the head office of the Bank.

STAFF STRENGTH 201z 2012
(Number of employees
Permanent 47 33
Temporary/on contractual basis 6 6
Bank's own staff strength at the end of the year 53 39
Outsourced 2 1
Total Staff Strengt 55 40

EMPLOYEES RETIREMENT BENEFITS

The branches operate an approved gratuity fundtezgd in October 2013 w.e.f July 2013 for all

its local permanent employees.

During the year, the Bank has contributed an amotiRis. 459,151 (2012: Nil) to the fund which hasb
charged to profit and loss account.

Gratuity is payable to the staff on completiontwé prescribed qualifying period under the scheme.

The Bank contributed an amount of Rs. 760,800 agaim unrecognised Provident Fund upto 30 June 2@ich
was returned to the employees and further, Rs0440yere contributed during the year.

COMPENSATION OF CHIEF EXECUTIVE AND EXECUTIVES

Chief Executive Executives
2013 2012 2013 2012

(Rupees in '000 (Rupees in '000
Managerial remuneration 39,38¢ 27,926 307,89 188,901
Charge for defined benefit plan - - 10C -
Contribution to defined contribution plan - - 24C 210
Rent and house maintenance - - 87z 822
Utilities - - 36C 300
Medical - - 24C 210
Conveyance - - 984 984
Others - - 424 425

39,384 27,926 311,11 191,85:
Number of persons 1 1 23 18

The chief executive and certain executives have peevided with free use of branches' rented aniditaiaed
cars in accordance with the terms of their employnaad are also entitled to branches' rented aridtaiaed
accommodation and medical benefits. In additioa,dhief executive and certain executives are aigaigied with
drivers, security arrangements and payment of tialls in accordance with their terms of employrhen

FAIR VALUE OF FINANCIAL INSTRUMENTS

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

The fair value of government securities is basecharket prices available from reuters and is dissdoin the
relevant note 9.

The re-pricing profile, effective rates and matudte stated in note 34 to these financial statésnen
In the opinion of the management, the fair valuéhefremaining financial assets and liabilities rzoe

significantly different from their carrying valuemce assets and liabilities are either short farnmature or are
frequently re-priced.
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SEGMENT DETAILS WITH RESPECT TO BUSINESS ACTIVITIES

Total income
Total expenses
Net income

Segment assets
Segment liabilities
Segment return on assets (ROA) (%)

Segment cost of funds (%)

Total income
Total expenses
Net income

Segment assets (Gross)
Segment liabilitie
Segment return on assets (ROA) (%)

Segment cost of funds (%)

RELATED PARTY TRANSACTIONS

Parties are considered to be related if one pasytie ability to control the other party or exsecsignificant influence over the other party irking financial or

2013
Corporate Trading &
Finance Sales Others Total
---------------------------- (Rupees in '000) ---—-------=--=-==-=m----
255,672 2,848,151 - 3,103,823
(90,335) (2,671,421) (82,376) (2,844,132)
165,337 176,730 (82,376) 259,691
3,894,413 55,663,269 2,487,123 62,044,805
3,597,376 51,417,681 3,334,401 58,349,458
6.57% 5.12% 0.00%
2.51% 5.20% 2.47%
2012
Corporate Trading &
Finance Sales Others Total
3,082 910,214 - 913,296
(3,566) (1,053,166) (36,871) (1,093,603)
(484) (142,952) (36,871) (180,307)
56,596 20,550,400 1,440,620 22,047,616
45,01: 16,344,01 2,509,891 18,898,91
5.45% 4.43% 0.00%
7.92% 6.44% 1.47%

operational decisions and includes head officegrainanches of the Bank and Key Management persandestaff retirement benefit funds. The transatiwith
related parties are conducted under normal codrsasiness substantially on the same terms as firesailing at the time for comparable transactiwit unrelated
parties and do not involve more than a normal fskkistan branches of the Bank also provide adgatacemployees in accordance with their terms qfleyment.

Details of the transactions with related partiesrduthe year and balances with them as at yeaaends follows:

Balance Sheet

Balances with other banks
Lendings to financial institutions
Borrowings

Other liabilities

Profit and Loss
Interest / other income
Interest / other expense

Balance Sheet

Balances with other banks
Lendings to financial institutions
Borrowings

Other liabilities

Profit and Loss

Interest / other income

Interest / other expense

Key Management Personnel

Managerial remuneration (including allowances)

Contribution to provident and benevolent fund
Medical

Number of persons

December 31,2013

Staff Key
Note retirement Management Other ICBC Head Office Total
) branches
Benefits Personnel
---------------------------- (Rupees in '000) ---—-------=--=-==-=m----
- - 797 162,451 163,248
- - 1,600,932 - 1,600,932
- - 5,930,089 34,018,634 39,948,723
899 373 - 1,464,223 1,465,495
- - 52,021 2,099 54,120
321 899 350,498 16,567 204,682 572,646
December 31, 2012
Key
Management Other ICBC Head Office Total
branches
Personnel

321 219,778

1,312,158
11,651,655
23,131

743
1,762

1,350,575

2013

1,335,992

11,651,655
58,679
1,350,672

743
221,540

2012

(Rupees in '000)

349,918 219,358
340 210
240 210

350,498 219,778

24 19




33

Rows #

~No b wN

©

41

42

43
44
45
46

47
48
49

50
51

58

59
60
61

Capital Adequacy Ratio (CAR) as at 31 December 2013

CAPITAL STRUCTURE Note

Common Equity Tier 1 capital (CET1): Instruments and reserves
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 Eedg
Accumulated losses
Minority Interests arising from CET1 capital instrents issued to third party by consolidated bank
subsidiaries (amount allowed in CET1 capital of¢basolidation group)
CET 1 before Regulatory Adjustments
Common Equity Tier 1 capital: Regulatory adjustmens
Goodwill (net of related deferred tax liability)
All other intangibles (net of any associated deféitiax liability)
Shortfall of provisions against classified assets
Deferred tax assets that rely on future profitstexcluding those arising from temporary diffeces
(net of related tax liability)
Defined-benefit pension fund net assets
Reciprocal cross holdings in CET1 capital instruteen
Cash flow hedge reserve
Investment in own shares/ CET1 instruments
Securitization gain on sale
Capital shortfall of regulated subsidiaries
Deficit on account of revaluation from Bank's halgk of AFS
Investments in the capital instruments of bankiimgncial and insurance entities that are outtide
scope of regulatory consolidation, where the basdgschot own more than 10% of the issued share
capital (amount above 10% threshold)
Significant investments in the capital instrunseasued by banking, financial and insurance estiti
that are outside the scope of regulatory consadidgamount above 10% threshold)
Deferred Tax Assets arising from temporary déffmes (amount above 10% threshold, net of related
tax liability)
Amount exceeding 15% threshold
of which: significant investments in the coomstocks of financial entities
of which: deferred tax assets arising from terapy differences
National specific regulatory adjustments applie€ET1 capital
Investment in TFCs of other banks exceedingtiscribed limit
Any other deduction specified by SBP (mentietads)
Regulatory adjustment applied to CET1 due to insiefit AT1 and Tier 2 to cover deductions
Total regulatory adjustments applied to CET1 (sti® i 25)
Common Equity Tier 1 (a)

Additional Tier 1 (AT 1) Capital
Qualifying Additional Tier-1 instruments plus arglated share premium

of which: Classified as equity

of which: Classified as liabilities
Additional Tier-1 capital instruments issued bpsolidated subsidiaries and held by third parties
(amount allowed in group AT 1)

of which: instrument issued by subsidiarigsject to phase out
AT1 before regulatory adjustments
Additional Tier 1 Capital: regulatory adjustments
Investment in mutual funds exceeding the prescriineit (SBP specific adjustment)
Investment in own AT1 capital instruments
Reciprocal cross holdings in Additional Tier 1 d¢apinstruments
Investments in the capital instruments of bankiimgncial and insurance entities that are outtide
scope of regulatory consolidation, where the basdgschot own more than 10% of the issued share
capital (amount above 10% threshold)
Significant investments in the capital instrunseasued by banking, financial and insurance estiti
that are outside the scope of regulatory consadidat
Portion of deduction applied 50:50 to core cépital supplementary capital based on pre-Basel Il
treatment which, during transitional period, remstiject to deduction from tier-1 capital
Regulatory adjustments applied to Additional Tiefuk to insufficient Tier 2 to cover deductions
Total of Regulatory Adjustment applied to AT1 capit
Additional Tier 1 capital

Additional Tier 1 capital recognised for capital acequacy (b)
Tier 1 Capital (CET1 + admissible AT1) (c=a+h)
Tier 2 Capital

Qualifying Tier 2 capital instruments under Baskl |
Capital instruments subject to phase out arrangefran tier 2 (Pre-Basel |1l instruments)
Tier 2 capital instruments issued to third pastgonsolidated subsidiaries (amount allowed irugro
tier 2)

of which: instruments issued by subsidiasigsiect to phase out
General Provisions or general reserves for lossels-up to maximum of 1.25% of Credit Risk
Weighted Assets
Revaluation Reserves

of which: Revaluation reserves on Property

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 cépital supplementary capital based on pre-Basel Ill
treatment which, during transitional period, remstbject to deduction from tier-2 capital
Reciprocal cross holdings in Tier 2 instruments
Investment in own Tier 2 capital instrument
Investments in the capital instruments of bankiimgncial and insurance entities that are outtide
scope of regulatory consolidation, where the basdgschot own more than 10% of the issued share
capital (amount above 10% threshold)

2013

3,802,00

(70,240,

3,731,767

36,420

36,420
3,695,347

3,695,347

Amounts
subject to Pre -
Basel Ill
treatment*
(Rupees in '000)

54,325

2012**

3,506,91

(364,64%)

3,142,265

3,142,265

3,142,263
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CAPITAL STRUCTURE Note

Significant investments in the capital instrunseasued by banking, financial and insurance estiti

that are outside the scope of regulatory consadidat

Amount of Regulatory Adjustment applied to T2italp

Tier 2 capital (T2)

Tier 2 capital recognised for capital adequacy

Excess Additional Tier 1 capital recognised iard capital

Total Tier 2 capital admissible for capital adecyu (d)

TOTAL CAPITAL (T1 + admissible T2) (e=c+d)

Total Risk Weighted Asset (i=f+g+h)
Total Credit Risk Weighted Assets )
Risk weighted assets in respect of amountesttn Pre-Basel Ill Treatment

of which: recognised portion of investrhin capital of banking, financial and insuraeotties
where holding is more than 10% of the issued comstame capital of the entity

of which: deferred tax assets

of which: Defined-benefit pension fumet assets

of which: [insert name of adjustment]
Total Market Risk Weighted Assets (9)
Total Operational Risk Weighted Assets (h)

Capital Ratios and buffers (in percentage of risk wighted assets)
CET1 to total RWA (afi)
Tier-1 capital to total RWA (cli)
Total capital to RWA (efi)
Bank specific buffer requirement (minimum CETdueement plus capital conservation buffer plus
any other buffer requirement)

of which: capital conservation buffer requirertne

of which: countercyclical buffer requirement

of which: D-SIB or G-SIB buffer requirement
CET1 available to meet buffers (as a percentagislofveighted assets)

National minimum capital requirements prescribed bySBP
CET1 minimum ratio

Tier 1 minimum ratio

Total capital minimum ratio

Amounts below the thresholds for deduction (beforeisk weighting)
Non-significant investments in the capital of otfieancial entities

Significant investments in the common stock of ficial entities

Deferred tax assets arising from temporary diffeesn(net of related tax liability)

Applicable caps on the inclusion of provisions in ier 2

Provisions eligible for inclusion in Tier 2 inspgect of exposures subject to standardized approach
(prior to application of cap)

Cap on inclusion of provisions in Tier 2 undemstardized approach

Provisions eligible for inclusion in Tier 2 inspgect of exposures subject to internal ratings<base
approach (prior to application of cap)

Cap for inclusion of provisions in Tier 2 undeternal ratings-based approach

The amount represents regulatory deductions tkagtdirsubject to pre- Basel |1l treatment durthg transitional period.
2012 amounts are based on Basel Il framework.

Risk-Weighted Exposures

2013

2013 2012*
Amounts
subject to Pre -
Basel Ill
treatment*
3,695,34 3,145,161
17,059,84 4,432,835
14,041,906 3,841,469
2,291,560 349,308
726,378 242,058
21.66% 70.89%
21.66% 70.89%
21.66% 70.95%
5.0% 5.0%
6.5% 6.5%
10.0% 10.0%

2012

Book Value of

Risk Adjusted

Book Value of  Risk Adjusted

Risk Weighted Value Risk Weighted Value
assets assets
——————————————————————————— (Rupees in '000) ----—---==-n==mmmnammmmm
Credit Risk
Balance Sheet Items:-
Cash and other liquid Assets 6,725,591 504,898 6,177,10! 422,713
Money at call 1,390,283 278,057 777,199 155,444
Investments 47,547,395 - 13,596,098 -
Loans and Advances 3,894,413 2,141,06: 56,596 11,319
Fixed Assets 243,293 243,29 316,664 316,664
Other Assets 166,916 148,85 1,123,95 1,123,957
59,967,891 3,316,169 22,047,616 2,030,092
Off Balance Sheet items
Loan Repayment Guarantees 40,828,251 9,269,224 16,143,672 1,614,367
Stand By Letters of Credit 162,078, 21,450 26,945 1,081
Outstanding Foreign Exchange Contracts
-Purchase 128,520,659 796,132 55,170,66! 104,051
-Sale 127,786,139 638,931 45,939,10 91,878
297,297,126 10,725,737 117,280,382 1,811,377
Credit risk-weighted exposures 14,041,90 3,841,46'
Market Risk
General market risk 2,291,560 349,308
Specific market Risk - -
Market risk-weighted exposures 2,291,560 349,308
Operational Risk 726,378 242,058
Total Risk-Weighted Exposures 17,059,84 4,432,83



33.2 Capital Structure Reconciliation

Balance sheet as in  Under regulatory

Table: 33.2.1 published financial scope of
statements consolidation
2013 2013

(Rupees in '000)

Assets

Cash and balances with treasury banks
Balanced with other banks

Lending to financial institutions
Investments

Advances

Operating fixed assets

Deferred tax assets

Other assets

Total assets

Liabilities & Equity

Bills payable

Borrowings

Deposits and other accounts

Sub-ordinated loans

Liabilities against assets subject to finance lease
Deferred tax liabilities

Other liabilities

Total liabilities

Head office capital account
Reserves

Accumulated losses

Surplus on revaluation of assets
Total liabilities & equity

4,462,227 4,462,227
163,630 163,630
3,490,017 3,490,017
47,547,395 47,547,395
3,894,413 3,894,413
243,293 243,293
54,325 54,325
2,189,505 2,189,505
62,044,805 62,044,805
172,309 172,309
40,028,520 40,028,520
14,986,537 14,986,537
3,162,092 3,162,092
58,349,458 58,349,458
3,802,007 3,802,007
(70,240) (70,240)
(36,420) (36,420)
3,695,347 3,695,347

Balance sheet as in Under regulatory  Reference

Table: 33.2.2 published financial scope of
statements consolidation
2013 2013

(Rupees in '000)

Assets
Cash and balances with treasury banks
Balanced with other banks
Lending to financial institutions
Investments
of which: Non-significant capital investmentsin capital of other financial institutions exceeding
10% threshold
of which: significant capital investments in financial sector entities exceeding regulatory

threshold

of which: Mutual Funds exceeding regulatory threshold

of which: reciprocal crossholding of capital instrument

of which: others (mention details)
Advances

shortfall in provisions/ excess of total EL amount over eligible provisions under IRB
general provisions reflected in Tier 2 capital

Fixed Assets
Deferred Tax Assets

of which: DTAs excluding those arising from temporary differences

of which: DTAs arising from temporary differences exceeding regulatory threshold

Other assets

of which: Goodwill

of which: Intangibles

of which: Defined-benefit pension fund net assets
Total assets

4,462,227 4,462,227
163,630 163,630
3,490,017 3,490,017
47,547,395 47,547,395
3,894,413 3,894,413
243,293 243,293
54,325 54,325
2,189,505 2,189,505
62,044,805 62,044,805

® Q0O T
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21

22

23

Balance sheet as in Under regulatory  Reference

Table: 33.2.2 published financial scope of
statements consolidation
2013 2013

(Rupees in '000)
Liabilities & Equity

Bills payable 172,309 172,309
Borrowings 40,028,520 40,028,520
Deposits and other accounts 14,986,537 14,986,537

Sub-ordinated loans - -

of which: eligible for inclusionin AT1 - -

of which: eligible for inclusion in Tier 2 - -
Liabilities against assets subject to finance lease - -
Deferred tax liabilities - -

of which: DTLs related to goodwill - -

of which: DTLs related to intangible assets - -

of which: DTLs related to defined pension fund net assets - -

of which: other deferred tax liabilities - -
Other liabilities 3,162,092 3,162,092

Total liabilities 58,349,458 58,349,458

Share capital 3,802,007 3,802,007
of which: amount eligible for CET1 3,802,007 3,802,007
of which: amount eligible for AT1 - -

Reserves - -

of which: portion eligible for inclusion in CET1(provide breakup) - -

of which: portion eligible for inclusion in Tier 2 - -
Unappropriated profit/ (losses) (70,240) (70,240)
Minority Interest - -

of which: portion eligible for inclusionin CET1 - -

of which: portion eligible for inclusion in AT1 - -

of which: portion eligible for inclusionin Tier 2 - -
Surplus on revaluation of assets (36,420) (36,420)

of which: Revaluation reserves on Property - -
of which: Unrealized Gains/Losses on AFS (36,420) (36,420)
In case of Deficit on revaluation (deduction from CET1) - -
Total liabilities & Equity 3,695,347 3,695,347
Component of Source based on
Table: 33.2.3 regulatory capital ~ reference number
reported bv Bank from step 2

('Rupees in '000)
Common Equity Tier 1 capital (CET1): Instruments and reserves
Capital deposited with SBP 3,802,007
Balance in Share Premium Account - (s)
Reserve for issue of Bonus Shares -
General/ Statutory Reserves -

Gain/(Losses) on derivatives held as Cash Flow Eedg - (u)
Accumulated losses (70,240) (w)
Minority Interests arising from CET1 capital instments issued to third party by (x)
consolidated bank subsidiaries (amount allowed&T Ccapital of the consolidation group) -

CET 1 before Regulatory Adjustments 3,731,767

Common Equity Tier 1 capital: Regulatory adjustmens

Goodwill (net of related deferred tax liability) - @) - (o)
All other intangibles (net of any associated deféax liability) - K) - (p)
Shortfall of provisions against classified assets - ®

Deferred tax assets that rely on future profiitgtexcluding those arising from temporary
differences (net of related tax liability)

Defined-benefit pension fund net assets - {0 - (@)} * x%
Reciprocal cross holdings in CET1 capital instrutaen - (d)
Cash flow hedge reserve -

Investment in own shares/ CET1 instruments -

Securitization gain on sale -

Capital shortfall of regulated subsidiaries -

{(h) - (1} * x%

Deficit on account of revaluation from bank'sdwogs of property/ AFS 36,420 (ab)
Investments in the capital instruments of bankiimgncial and insurance entities that are
outside the scope of regulatory consolidation, wliee bank does not own more than 10% of (a) - (ac) - (ae)

the issued share capital (amount above 10% thrshol -
Significant investments in the capital instrunsaesued by banking, financial and insurance
entities that are outside the scope of regulatongalidation (amount above 10% threshold) (b) - (ad) - (af)

Deferred Tax Assets arising from temporary diffeses (amount above 10% threshold, net of
related tax liability) - (@)
Amount exceeding 15% threshold -

=]
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24
25
26
27
28
29

30

31
32
33
34

35
36

37
38
39
40

41

42

43

44
45
46

a7
48
49

50
51

52
53
54
55
56
57

58

59
60
61

62

63
64
65
66
67

Component of Source based on
Table: 33.2.3 regulatory capital  reference number
reported bv Bank from step 2
('Rupees in '000)
of which: significant investments in the coomrstocks of financial entities -
of which: deferred tax assets arising fromgerary differences -
National specific regulatory adjustments apple€ET1 capital -
Investment in TFCs of other banks exceediegrescribed limit -
Any other deduction specified by SBP (mentetuils) -
Regulatory adjustment applied to CET1 due toffitsent AT1 and Tier 2 to cover

deductions -
Total regulatory adjustments applied to CET1 (sfih to 25) 36,420
Common Equity Tier 1 3,695,347

Additional Tier 1 (AT 1) Capital
Qualifying Additional Tier-1 instruments plus argfated share premium -

of which: Classified as equity - (t)
of which: Classified as liabilities - (m)

Additional Tier-1 capital instruments issued bysolidated subsidiaries and held by third

parties (amount allowed in group AT 1) - (y)
of which: instrument issued by subsidiarigisiect to phase out -

AT1 before regulatory adjustments -

Additional Tier 1 Capital: regulatory adjustments

Investment in mutual funds exceeding the presdritmit (SBP specific adjustment) -
Investment in own AT1 capital instruments -
Reciprocal cross holdings in Additional Tier Dital instruments -
Investments in the capital instruments of bankiimgncial and insurance entities that are

outside the scope of regulatory consolidation, wliee bank does not own more than 10% of

the issued share capital (amount above 10% thrshol - (ac)
Significant investments in the capital instrunséesued by banking, financial and insurance
entities that are outside the scope of regulatongalidation - (ad)

Portion of deduction applied 50:50 to core céapital supplementary capital based on pre-

Basel Ill treatment which, during transitional pekj remain subject to deduction from tier-1

capital -
Regulatory adjustments applied to Additional Tietue to insufficient Tier 2 to cover

deductions

Total of Regulatory Adjustment applied to AT1 icalp -
Additional Tier 1 capital -
Additional Tier 1 capital recognised for capital acequacy -

Tier 1 Capital (CET1 + admissible AT1) 3,695,347

Tier 2 Capital

Quialifying Tier 2 capital instruments under Baskl | -

Capital instruments subject to phase out arrargefrom tier 2 (Pre-Basel Ill instruments) - (n)

Tier 2 capital instruments issued to third pastyconsolidated subsidiaries (amount allowed

in group tier 2) - (2)
of which: instruments issued by subsidiasiggject to phase out -

General Provisions or general reserves for lossels-up to maximum of 1.25% of Credit

Risk Weighted Assets - (9)

Revaluation Reserves eligible for Tier 2 -
of which: portion pertaining to Property
of which: portion pertaining to AFS securities

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 céapital supplementary capital based on pre-

Basel Ill treatment which, during transitional pekj remain subject to deduction from tier-2

capital -

Reciprocal cross holdings in Tier 2 instruments -

Investment in own Tier 2 capital instrument -

Investments in the capital instruments of bankiimgncial and insurance entities that are

outside the scope of regulatory consolidation, whiee bank does not own more than 10% of

portion of (aa)

the issued share capital (amount above 10% thmdshol - (ae)
Significant investments in the capital instrunsaesued by banking, financial and insurance
entities that are outside the scope of regulatongalidation - (af)

Amount of Regulatory Adjustment applied to T2italp -
Tier 2 capital (T2) -
Tier 2 capital recognised for capital adequacy -
Excess Additional Tier 1 capital recognised iar capital -
Total Tier 2 capital admissible for capital adecyu -
TOTAL CAPITAL (T1 + admissible T2) 3,695,347




33.c

Main Features Template of Regulatory Capital Instrument:

Disclosure template for main features of regulatory capiteinstruments

17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

36
37

Main Features

Issuer
Unique identifier (eg KSE Symbol or Bloomberg identifier. e
Governing law(s) of the instrument
Regulatory treatment
Transitional Basel Il rules
Post-transitional Basel Il rules
Eligible at solo/ group/ group&solo
Instrument type
Amount recognised in regulatory capital (Currency in PKdsands, as of reporting date)
Par value of instrument
Accounting classification
Original date of issuance
Perpetual or dated
Original maturity date
Issuer call subject to prior supervisory approval
Optional call date, contingent call dates and redemptionra
Subsequent call dates, if applicable
Coupons / dividends
Fixed or floating dividend/ coupon
coupon rate and any related index/ benchmark
Existence of a dividend stopper
Fully discretionary, partially discretionary or mandato
Existence of step up or other incentive to redeem
Noncumulative or cumulative
Convertible or non-convertible
If convertible, conversion trigger (s)
If convertible, fully or partially
If convertible, conversion rate
If convertible, mandatory or optional conversion
If convertible, specify instrument type convertible into
If convertible, specify issuer of instrument it convertis i
Write-down feature
If write-down, write-down trigger(s)
If write-down, full or partial
If write-down, permanent or temporary
If temporary write-down, description of write-up medmani
Position in subordination hierarchy in liquidation @feinstrument type immediately senior to
instrument
Non-compliant transitioned features
If yes, specify non-compliant features

Common
Shares

NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA

NA
NA



33.¢ CAPITAL-ASSESSMENT AND ADEQUACY BASEL Ill SPECIFIC
33.4.1 Scope of Applications

According to BSD Circular No. 7 dated April 15, 206f SBP, the branches of foreign banks operatiitiy Wto 5
branches are required to raise their assignedatdfiite of losses) to Rs.3 billion latest by Debem31, 2013
subject to the condition that their head officegehpaid-up capital (free of losses) amounting teast USD 300
million and have a Capital Adequacy Ratio (CARpbfeast 8% or minimum prescribed by their homelagrs,
whichever is higher. Further, the SBP requires Iaaiks in Pakistan should maintain regulatory edybitr credit,
market, and operational risks, the amount of wisiobuld at least be equal to 10% of their risk wisdlassets.

The Bank calculates capital requirement as perIBksegulatory framework, using the following amaches:

Risk Type Approach

Credit Standardised approach
Market Standardised approach
Operational Basic Indicator approach

Total regulatory capital should be at least 10 %isiFweighted assets and the Bank's capital adsgogasio is

21.90%.
Capital Requirements Risk Weighted Assets
2013 2012 2013 2012
----------------------- (Rupees in '000) --------—=----------
Credit Risk

Portfolios subject to standardized approach (Sirople
Comprehensive)

Banks 29,439 5,895 2,943,921 589,473
All other assets 3,722 14,406 372,228 1,440,621
Off balance sheet - non-market related exposure 92,907 16,154 9,290,694 1,615,447
Off balance sheet - market related exposure 14,351 1,959 1,435,063 195,929
Market Risk

Capital Requirement for portfolios subject to
Standardized Approach
Foreign exchange risk 22,916 3,493 2,291,560 349,308

Operational Risk

Capital Requirement for operational risks 7,264 2,421 726,378 242,057
TOTAL 170,598 44,328 17,059,844 4,432,835
Capital Adequacy Ratio 2013 2012

(Rupees in '000)

Total eligible regulatory capital held (Note: 33) ) (e 3,695,347 3,145,161

Total Risk Weighted Assets (Note: 33.1) () 17,059,844 4,432,835

Capital Adequacy Ratio (e) /() 21.66% 70.95%




34 RISK MANAGEMENT

The primary objective of the Risk Management Systeto safeguard the branches capital, its findmegources and profitability from various riski€Tbranches risk
management policies are designed to identify aiadlyaa all risks, to set appropriate risk limits aodhtrols, to measure and monitor the same throelggble Management
Information System.

This section presents information about the brasmiex@osure to, and its management and controilsé, rin particular the primary risks associatethvts use of financial
instruments. Most of the functions specified betmave been performed at head office level.

34.1 Credit risk

Credit Risk Management processes encompass idertitifl, assessment, measurement, monitoring artcbtofthe credit exposures. In the Bank's expenie a key to
effective credit risk management is a well thoumhtt business strategy. The branches focus overaiimng years will be to further enhance risk modetscesses and
systems infrastructure, in line with its ambitiantiring maximum sophistication to the risk managenfienction.

The branches, as per State Bank of Pakistan Guédgltalculated its Capital Adequacy Ratio (CARelobon the SBP Guidelines on Basel . Procesaes been set for
fine-tuning the systems & procedures, informatiechinology capabilities and risk governance strectameet the requirements of the advanced appesachwell.

The Head Office has delegated responsibility fertfanagement of credit risk to the credit committbeh is responsible for the oversight of the lotees' credit risk in
respect of:

- Formulating credit policies

- Establishing the authorisation structure

- Reviewing and assessing credit risk

- Limiting concentration of exposure to counterjgart

- Developing and maintaining the Bank's risk gradin

- Reviewing compliance of business units

- Providing advice, guidance and specialist skillpromote best practice in the management of cristi

The branches have built-up and maintained a saard portfolio in terms of well-defined Credit Pglidts credit evaluation system comprises of welsigned credit appraisal,
sanctioning and review procedures for the purpésenphasizing prudence in lending activities ansleimg the high quality of asset portfolio. As pafrprudent practices,

the management conducts pre-fact validation of n@ees from integrated risk point of view. The Bamanages its portfolio of loan assets with a viewmit

concentrations in terms of risk quality, geograghgustry, maturity and large exposure.

34.1.1 Credit Risk - General Disclosures Basel Il Specif

The branches are using The Standardised Appro&&h) (@ SBP Basel Il accord for the purpose of eating Credit Risk Weighted Assets. Under TSA, baaresallowed
to take into consideration external rating(s) afrter-party(s) for the purpose of calculating Rig&ighted Assets.

34.1.2 Disclosures for portfolio subject to the Standardisd Approach & Supervisory risk weights in the IRB Approach-Basel Il specific
34.1.2.. External ratings

SBP Basel Il guidelines require banks to use rataggigned by specified External Credit Assessrgencies (ECAIs) namely PACRA, JCR-VIS, Moodyschkiand
Standard & Poors.

The branches use external ratings for the purpafsesmputing the risk weights as per the Basaidifework. For exposures with a contractual matuitiess than or
equal to one year, short-term rating given by aygudRating Agencies is used, whereas for long-&tposure with maturity of greater than one yeargiterm rating is
used.

Where there are two ratings available, the lowtngas considered and where there are three oe maings the second - lowest rating is considered.
34.1.% Disclosures with respect to Credit Risk Mitigationfor Standardised and IRB approaches-Basel Il spedif
34.1.3.. Credit risk mitigation policy

The branches define collateral as the assets lusryovided to the Bank by the borrower or a tipiagty in order to secure a credit facility. Tharehes would have the
rights of secured creditor in respect of the assetsitracts offered as security for the obligatiof the borrower / obligor.

34.1.3.; Collateral valuation and managemer

As stipulated in the SBP Basel Il guidelines, thenishes use the comprehensive approach for callat@uation. Under this approach, the Bank reditsesredit exposure
to a counterparty when calculating its capital iegents to the extent of risk mitigation providedthe eligible financial collateral as specifiecthe Basel Il guidelines. In
line with Basel Il guidelines, the branches malgistchents in eligible collaterals received for pbkesfuture fluctuations in the value of the codie! in line with the
requirements specified by SBP guidelines. Thesesaments, also referred to as ‘haircuts’, to predumatility-adjusted amounts for collateral, aeeuced from the
exposure to compute the capital charge based oapgiecable risk weights.

34.1.3.. Types of collateral taken by the branche

The branches determine the appropriate collateradch facility based on the type of product amahterparty. In case of corporate and small anduneénterprises
financing, fixed assets are generally taken asriggdar long tenor loans and current assets forking capital finance usually backed by mortgagéypothecation. For
project finance, security of the assets of thedwer and assignment of the underlying project @mtsris generally obtained. Additional securitytsas pledge of shares,
cash collateral, TDRs, SSC/DSCs, charge on receisabay also be taken. Moreover, in order to ctiverentire exposure Personal Guarantees of Diet®orrowers
are also obtained by the Bank.

The decision on the type and quantum of collateratach transaction is taken by the credit appigeauthority as per the approved credit approvéiaisation. For
facilities provided as per approved product poficieollateral is taken in line with the policy.

34.1.3.. Types of eligible financial collatera

For credit risk mitigation purposes, the branchassaer all types of financial collaterals that aligible under SBP Basel Il accord. This inclu@zsh / TDRs, Gold,
securities issued by Government of Pakistan sudhkBifls and PIBs, National Savings Certificatesrtain debt securities rated by a recognised cratiitg agency, mutual
fund units where daily Net Asset Value (NAV) is #éable in public domain and guarantees from cersaiecified entities. In general, for Capital cadtidn purposes, in line
with the SBP Basel Il requirements, the Bank reéssmonly eligible collaterals as mentioned in 88 Basel Il accord.

34.1.3.! Credit concentration risk
Credit concentration risk arises mainly due to emti@tion of exposures under various categoriesnaiustry, geography, and single/group borroweithi credit portfolio,

as a prudential measure aimed at better risk mamageand avoidance of concentration of risks, BB 8as prescribed regulatory limits on banks’ maxirexposure to
single borrower and group borrowers.



34.2

34.3

34.4

Segments by class of business

Mining and Quarrying

Textile

Electronics and electrical appliances
Construction

Comunication

Power (electricity), Gas, Water, Sanitary
Wholesale and Retail Trade
Exports/Imports

Transport, Storage and Communication
Financial

Individuals

Others

Mining and Quarrying

Construction

Power (electricity), Gas, Water, Sanitary
Wholesale and Retail Trade

Transport, Storage and Communication
Services

Individuals

Others

Contingent liabilities for the purpose of this nate presented at cost and include transactionrade related contingent liabilities.

Segment by sector

Public/ Government
Private

Public/ Government
Private

GEOGRAPHICAL SEGMENT ANALYSIS

Pakistan

Pakistan

2013
*Contingencies and
Advances Deposits Commitments
(Rupees Percent (Rupees (Rupees Percent
in '000) in '000) in '000)

- - 69,313 0.46 - -
387,716 9.96 24,751 0.17 - -
923,191 23.70 113,071 0.75 10,127,525 24.71

- - 1,450,915 9.68 10,946,649 26.71

- - 3,851,194 25.70 2,653,025 6.47

2,000,000 51.36 6,839,806 45.64 - -
539,171 13.84 156,145 1.04 - -

- - - 10,485,948 25.58

- - 100,690 0.67 - -

- - - 5,266 0.01

- - 179,608 1.20 - -

44,335 1.14 2,201,044 14.69 6,771,917 16.52

3,894,413 100 14,986,537 100 40,990,330 100
2012
*Contingencies and
Advances Deposits Commitments

(Rupees Percent (Rupees Percent (Rupees Percent
in '000) in '000) in '000)

42,606 75.28 27,070 0.65 - -

- - 510,248 12.24 707,770 4.38

- - 207,861 4.99 170,000 1.06

- - 690,620 16.57 - -

- - 14,647 0.35 - -

- - 874,372 20.98 5,564,579 34.47

- - 167,595 4.02 - -

13,990 24.72 1,675,231 40.20 9,701,323 60.09
56,596 100 4,167,644 100 16,143,672 100

2013
*Contingencies and
Advances Deposits Commitments
(Rupees Percent (Rupees (Rupees Percent
in '000) in '000) in '000)
2,000,000 51.4 - - -
1,894,413 48.6 14,986,537 100 40,990,330 100
3,894,413 100 14,986,537 100 40,990,330 100
2012
*Contingencies and
Advances Deposits Commitments
(Rupees Percent (Rupees Percent (Rupees Percent
in '000) in '000) in '000)
- - - - 8,756,228 54.24
56,596 100 4,167,644 100 7,387,444 45.76
56,596 100 4,167,644 100 16,143,672 100
2013
(Loss) / Profit Total assets Net assets *Contingencies
before taxation employed employed and commitments
---------------------------- (Rupees in '000) ---—-----------------
259,691 62,044,805 3,695,347 42,990,330
2012
(Loss) / Profit Total assets Net assets *Contingencies

before taxation employed
(RUpees in '000) --—=---------=--=--

(180,307)

3,279,813 3,148,701

employed and commitments

16,143,672




345

34.6

34.7

34.7.1

Market risk

Market risk is the risk of loss arising from moverhan market variables including observable vagalguch as interest rates,
exchange rates and equity indices, and others whashbe only indirectly observable such as votagiand correlations. The
branches' policy is that all market risk taking\att is undertaken within approved market riskilisn and that the branches'
standards/ guiding principles are upheld at ale§m

Market Risk Management is an independent contraitfon with clear segregation of duty and reporting with the
business-line. Its main responsibility is to engtia the risk-taking units manage the Bank's ntaikk exposure within a
robust market risk framework and within the Bamls& appetite. The Bank's standard systems aretadednish senior
trading and Market Risk staff with risk exposurgl trading activities and any business proposat tommit or may commit
the Bank (legally or morally) to deliver risk semg products require approval by independent aighd risk professionals or
committees, prior to commitment.

Foreign exchange risk

Foreign exchange risk arises from the fluctuatiothe value of financial instruments consequeiiéochanges in foreign
exchange rates. The Bank manages this risk bygettid monitoring dealer, currency and counterydamits for on and
off-balance sheet financial instruments.

FX risk is mainly managed through matched posititdtanatched positions are covered substantiallyutdjin derivative
instruments such as Forwards and Swaps.

The currency risk is regulated and monitored agdiesregulatory/statutory limits enforced by that8 Bank of Pakistan. The
foreign exchange exposure limits in respectiveaengies are managed against the prescribed limits.

The analysis below represents the concentratitheoBank's foreign currency risk for on and offdrede sheet financial
instruments:

2013
Assets Liabilities Off-balance Net foreign
sheet items currency
exposure
(Rupees in'000)
Pakistan Rupee 55,309,947 6,464,450 (44,545,669) 4,299,828
United States Dollar 5,323,231 17,299,167 11,127,304 (848,624
Great Britain Pound 68 - - 69
Japanese Yen 17 - - 17
Euro 2,707 34,108,63p 34,018,634 (87,289
Chinese Yuan 1,408,835 477,214 (600,270) 331,349
Total foreign currency exposure 6,734,858 51,885,008 44,545,669 (604,481)
Total currency exposure 62,044,80 58,349,45 - 3,695,34
2012
Assets Liabilities Off-balance Net foreign
sheet items currency
exposure
(Rupees ir000)
Pakistan Rupee 14,678,497 6,208,848 (9,523,080) 8,469,649
United States Dollar 7,360,896 1,968,651 (1,247,503) 5,392,245
Great Britain Pound - - - -
Japanese Yen - - - -
Euro 60 10,254,344 10,623,560 (10,254,284)
Chinese Yuan 8,163 467,072 147,023 (458,909)
Total foreign currency exposure 7,369,119 12,690,067 9,523,080 (5,320,948)
Total currency exposure 22,047,616 18,898,915 - 3,148,701

Interest rate risk

The interest rate risk arises from the fluctuatiothe value of financial instruments consequerdhanges in market interest
rates. The branches are exposed to interest satasia result of mismatches or gaps in the amaiigtssets and liabilities and
off-balance sheet instruments that mature or apgiced in a given period. In order to ensure that risk is managed within

acceptable limits, branches' Asset and Liabilitynlsigement Committee (ALCO) monitors various gaptirand re-pricing of the

assets and liabilities on a regular basis.



34.7.2

Mismatch of interest rate sensitive financial assets andrfancial liabilities

On-balance sheet financial instruments

Assets

Cash and balances with treasury banks
Balances with other banks

Lendings to financial institutions
Investments - net

Advances - net

Other assets

Liabilities

Bills payable

Borrowings

Deposits and other accounts

Other liabilities

On-balance sheet gap

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

Total Yield / Interest Risk Sensitivity Gap

Cumulative Yield / Interest Risk Sensitivity gap

2013
Effective Exposed to yield Interest Risk
Yield / Total Over 1 Over 3 Over 6 Over 1 Over 2 Over 3 Over 5 Non-interest
Interest Uptol to3 to 6 Months to 2 to3 to5 to 10 Above bearing
rate Month Months Months to 1 Year Years Years Years Years 10 Yea financial
% instruments
- 4,462,227 - - - - - - - - - 4,462,227
0-0.47 163,630 163,63 - - - - - - - -
0.1-10.3 3,490,017 2,559,241 687,209 243,567 - - - - - -
8.93-10.3 47,547,395 25,101,430 5,382,064 17,063,894 - - - - - -
1.74-12.04 3,894,413 156,430 2,674,111 233,872 830,000 - - - - -
- 2,114,895 - - - - - - - - - 2,114,896
61,672,577 27,980,731 8,743,389 17,541,335 830,000 - - - - - 6,577,122
- 172,309 - - - - - - - - - 172,30p
0.55-10 40,028,520 23,128,004 - 16,900,51f - - - - - - -
0-9.45 14,986,537 8,374,564 3,865,974 120,000 - - - - - - 2,625,997
- 3,101,540 2,608,059 172,889 148,924 171,664 - - - - - -
58,288,906 34,110,628 4,038,863 17,169,445 171,664 - - - - - 2,798,306
3,383,67. (6,129,897 4,704,521 371,89( 658,33t - - - - - 3,778,811
128,520,658 62,526,741 33,680,954 2,420,705 29,892,258 - - - - - -
127,786,139 61,800,509 33,678,953 2,419,952 29,886,725 - - - - - -
734,51¢ 726,23 2,001 758 5,53 - - - - - -
(5,403,665) 4,706,527 372,643 663,869
(5,403,665 (697,138 (324,495 339,37




34.7.3

On-balance sheet financial instruments
Assets

Cash and balances with treasury banks
Balances with other banks

Lendings to financial institutions
Investments - net

Advances - net

Other assets

Liabilities

Bills payable

Borrowings

Deposits and other accounts
Other liabilities

On-balance sheet gap

Off-balance sheet financial instruments

Forward exchange contracts - purchase

Forward exchange contracts - sale
Off-balance sheet ga

Total Yield / Interest Risk Sensitivity Gap

Cumulative Yield / Interest Risk Sensitivity gaf

2012

Exposed to yield Interest Risk

Effective
Yield / Total Over 1 Over 3 Over 6 Over 1 Over 2| Over 3 Over 5| Non-interest
Interest ratd Uptol to3 to 6 Months to 2 to3 to5 to 10 Above bearing
Month Months Months to 1 Year Years Yearsg Years Yearq 10svear financial
% instruments
- 4,063,54 556,63l - - - - - - - - 3,506,910
0.56 1,336,371 1,336,370 - - - - - - - - -
1.1-55 1,554,394 - 777,197 777,198 - - - - - - -
8-9 13,596,093 7,261,158 1,337,631 4,997,3p4 - - - - - - -
2.1-5 56,596 7,578 42,018 7,01 - - - - - - -
- 1,088,81 - 810,996 46,541 - - - - - - 231,274
21,695,807 9,161,733 2,967,837 5,828,053 3,738,184
- 738 - - - - - - - - - 73
0.51-0.52 12,221,381 1,967,037 - 10,254,344 - - - - - - -
0.4-9 4,167,644 3,294,817 - - - - - - - - 872,83p
- 2,393,042 2,059,022 206,974 127,044 - - - - - - -
18,782,805 7,320,871 206,974 10,381,390 873,570
2,913,002 1,840,862 2,760,863 (4,553,337) - - - - - - 2,864,614
55,170,660 4,211,327 10,258,29 35,435,683 5,265,357 - - - - - -
45,939 f1l05 3,954,761 9,782,40 26,830,897 5,371,044 - - - - - -
9,231,555 256,566 475,892 8,604,791 (105,694) - - - - - -
2,097,428 3,236,755 4,051,454 (105,694) - - - - -
2,097,42 5,334,18: 9,385,63 9,279,94. - - - - -
2013 2012

Reconciliation of Assets and Liabilities exjged to yield / interest rate risk with Total Assetand Liabilities

Total financial assets as per note 34.7.2

Add: Non financial assets
Operating fixed assets
Deferred tax assets
Other Assets

Total assets as per statement of financial position

Total liabilities as per note 34.7.2

Add: Non financial liabilities
Other liabilities

Total liabilities as per statement of financial jtios

(Rupees '000)

61,672,577 21,695,807
243,293 316,663
54,325 -
74,610 35,146
62,044,805 22,047,616
58,288,906 18,782,805
60,552 116,110
58,349,458 18,898,915




34.8 Liquidity risk

Liquidity risk is the risk that the branches wi# binable to meet their net funding requirementguidity risk can be caused by market destructiocreflit downgrades, which may cause certain sowfcesdings to become
unavailable. To guard against this risk the brasthgsets are managed with liquidity in mind, nainihg a healthy balance of cash, cash equivaerdseadily marketable securities. The maturitfileréss monitored to ensure
adequate liquidity is maintained.

The table below summarises the maturity profilthefbranches assets and liabilities. The contrhotaturities of assets and liabilities at the yea have been determined on the basis of the rérgagieriod at the balance sheet date to the
contractual maturity date and do not take accotititeoeffective maturities as indicated by the lstees deposit retention history and the availahdftyquid funds. Assets and liabilities not haviagontractual maturity are assumed to mature @n th

expected date on which the assets /liabilities bélrealised / settled.

34.8.1 Maturities of assets and liabilities - based contretual maturity of the branches

2013
Total Up to 1 month Over1to3 Over 3to 6 || Over 6 Months|[ Over 1to|| Over 2 to| Over 3to 5|| Over 5 to 10| | Above 10 Years
Months Months to 1 Year 2 Years 3 Years Years Years

Assets (Rupees in '000})
Cash and balances with treasury banks 4,462,227 49,128 - - - - - - - 4,413,099
Balances with other banks 163,630 163,63( - - - - - - - -
Lendings to financial institutions 3,490,017 2,559,241 687,209 243,567 - - - - - -
Investments - net 47,547,395 25,101,43( 5,382,064 17,063,89¢ - - - - - -
Advances - net 3,894,413 156,430 2,674,111 233,872 830,000 - - - - -
Operating fixed assets 243,293 - - - - - 243,293 - - -
Deferred tax assets 54,325 - - - 54,328 - - - - -
Other assets 2,189,505 1,879,058 5,402 22,20 282,843 - - - - -

62,044,805 29,908,917 8,748,791 17,563,538 1,167,167 - 243,293 - - 4,413,099
Liabilities
Bills payable 172,309 172,304 - - - - - - - -
Borrowings 40,028,520 23,128,004 - 16,900,514 - - - - - -
Deposits and other accounts 14,986,537 11,000,563 3,865,974 120,000 - - - - - -
Other liabilities 3,162,092 331,102 172,884 148,924 2,509,172 - - - - -

58,349,458 34,631,978 4,038,863 17,169,445 2,509,172 - - - - -
Net assets 3,695,347 (4,723,061) 4,709,928 394,093 (1,342,005) - 243,293 - - 4,413,099
Head Office-capital account 3,802,007
Accumulated loss (70,240)
Surplus on revaluation of asset - net -36,420

3,695,347



Assets

Cash and balances with treasury banks
Balances with other banks

Lending to financial institutions
Investments - net

Advances - net

Operating fixed assets

Deferred tax assets

Other assets

Liabilities

Bills payable

Borrowings

Deposits and other accounts
Sub-ordinated loans

Liabilities against assets subject to finance lease

Other liabilities
Net assets
Head Office-capital account

Accumulated loss
Surplus on revaluation of asset -

2012

Total Up to 1 month Over1to3 Over 3to 6 Over 6 Months||Over 1 to 2|Over 2to 3 Over 3to 5(| Over 5 to 1( | Above 10 Yearg
Months Months to 1 Year Years Years Years Years
(Rupees in '000}
4,063[541 556,631 - - - - - - - 3,506,910
1,336,371 1,336,371 - - - - - - - -
1,554,394 - 777,191 777,194 - - - - - -
13,596,093 7,261,159 1,337,631 4,997,304 - - - - - -
56,596 7,573 42,01 7,01d - - - - - -
316,663 - - - - - - - - 316,66
1,123,957 - 810,998 46,541 - - - - - 266,42
22,047,616 9,161,733 2,967,837 5,828,053 - - - - - 4,089,993
738 734 - - - - - - - -
12,221,381 1,967,037 - 10,254,344 - - - - - -
4,167,644 858,150 - 584,28 2,725,204 - - - - -
2,509,152 824,732 206,974 127,044 - - - - - 1,350,400
18,898,915 3,650,657 206,974 10,965,679 2,725,205 - - - - 1,350,400
3,148,701 5,511,076 2,760,863 (5,137,626) (2,725,205) - - - - 2,739,593
3,506,910
(364,645)
6,43€

3,148,701
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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, to 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.

Operational risk disclosures - Basel II Specific

The branches use Basic Indicator Approach to calculate capital charge for operational risk as per Basel II regulatory
framework. This approach is considered to be most suitable in view of the business model of the branches.

DATE OF AUTHORIZATION FOR ISSUE

The financial statements were authorized for issue on 27 March 2014 by the Chief Executive Officer and
Manager Finance of the branches.

GENERAL

Figures have been rounded off to nearest thousand.

| ,
z W

Xu Keen Wang Xin
Chief Executive Officer Head of Finance
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INDUSTRIAL AND COMMERCIAL BANK OF CHINA LIMITED KARACHI BRANCH

STATEMENT ON INTERNAL CONTROL

It is the responsibility of the management of ICBC Pakistan to establish, improve and
effectively implement internal controls and to evaluate the effectiveness of the
internal controls of the Branch. The objective for the internal control system of the
Bank is to reasonably assure that the Bank’s operations and management are in
compliance with relevant laws, safety of Bank assets, as well as the timeliness,
authenticity and completeness of its business record, financial information and other
management information, to enhance operation efficiency and results, and to facilitate
the Bank in achieving its development strategy and operating target.

The Bank has adopted internationally accepted COSO Internal Control - Integrated
Framework covering all sets of Internal Controls and ensuring compliance with SBP
Guidelines. Since the Bank only recently commenced business it is in the process of
Implementing SBP’s Guidelines on ICFR.

The Internal Audit Department of the Branch conducted assessments on the
effectiveness of the bank-wide internal control during the reporting period, and
believed that during the reporting period, internal control system of the Bank was
sound and effectively implemented. Keeping in view the risk exposure, internal
controls are regularly reviewed and reported on their soundness.

For the year under review, it has been endeavored to follow the Guidelines on Internal
Controls and that it is an ongoing process for the identification, evaluation and
management of significant risks faced by the bank. The system is designed to manage,
rather than eliminate the risk of failure in order to achieve the business objectives, and
can only provide reasonable assurance against material misstatement or loss.

&
Xu Keen Kashif Abdur Rahman
Chief Executive Officer Head of Compliance

8TH FLOOR, PARSA TOWER, 31-1-A, SHAHRA-E-FAISAL, KARACHI - 75400
Tel: 021-3520-8988 / 3520-8900 Fax: 021-3520-8930 Website: www.icbc.com.pk
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INDUSTRIAL AND COMMERCIAL BANK OF CHINA LIMITED KARACHI BRANCH

Risk Management Framework

ICBC has risk management guidelines to counter Credit Risk, Market Risk,
Operational Risk.

ICBC Head Office is responsible for formulating high-level policies; independent
review of the large credit exposure, as well as those tom banks; and the portfolio
management of risk concentrations. It also reviews the efficiency of credit approval
process, a key element of which is the Bank’s universal facility grading system
(GCMS).ICBC has dedicated standards, policies and procedures in place to control
and monitor all such risks. ICBC has a well-established credit risk management
process, which involves control of exposure, monitoring exposure.

The management of market risk is controlled through risk limits. The Bank fully
launched the construction of the global market risk management system (GMRM) to
establish an integrated and unified data management platform and risk measurement
management platform, and implemented the measurement and monitoring of interest
rate risk, exchange rate risk.

In order to guarantee the bank liquidity, ICBC has adopted the following measures:

a.Strengthen the forecast of the asset and liabilities of the Bank and properly
arrange the relevant capital

b.Enhance the communication with the trade banks and positively expand the
counterparty scope

c.Flexible pricing based on marketing research to attract more customer deposit

ICBC establish formal policies and manuals to ensure that the control environment is
formal and documented. Each policy and manual has its owner and is approved and
documented. ICBC promotes compliance culture, advises management and line staff
on regulations, assists in designing internal controls, monitors compliances with laws
and regulations, liaises with solicitors, communicates with the regulator, and provides
training to staff, all of which helps raise staff awareness and enhance compliance

controls.
(71
Xu Keen Zhang Rongxiang
Chief Executive Officer Head of Risk

8TH FLOOR, PARSA TOWER, 31-1-A, SHAHRA-E-FAISAL, KARACHI - 75400
Tel: 021-3520-8988 / 3520-8900 Fax: 021-3520-8930 Website: www.icbc.com.pk



