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Auditors’ Report to the Directors

We have audited the annexed statement of financial position of Citibank N.A. — Pakistan
Branches (“the Bank”) as at 31 December 2016 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 Bank’s 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 60% of the total loans and advances
of the bank, we report that:

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

b)  in our opinion:

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

ii)  the expenditure incurred during the year was for the purpose of the Bank’s business; -
and

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

KFMG 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.




d)

KPMG Taseer Hadi & Co.

in our opinion and to the best of our information and according to the explanations given
to us, the statement of financial position, profit and loss account, statement of
comprehensive income, cash flow statement and statement of changes in equity together
with the notes forming part thereof conform with approved accounting standards as
applicable in Pakistan, and, give the information required by the Banking Companies
Ordinance, 1962 (LVII of 1962), and the Companies Ordinance, 1984 (XLVII of 1984), in
the manner so required and give a true and fair view of the state of the Bank’s affairs as at
31 December 2016 and its true balance of profit, its cash flows and changes in equity for
the year then ended; and

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

(XVIII of 1980), was deducted by the Bank and deposited in the Central Zakat Fund
established under section 7 of that Ordinance.
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Date: 30 March 2017 KPMG Taseer Hadi & Co.
Chartered Accountants
Karachi Amir Jamil Abbasi




Citibank, N.A. - Pakistan Branches
(Incorporated In The U.S.A. The Liability of Members Being Limited)

Statement of Financial Position

As at 31 December 2016
Note 2016 2015
(Rupees in '000)

ASSETS
Cash and balances with treasury banks 6 5,480,867 4,809,308
Balances with other banks 7 1,542,895 704,912
Lendings to financial institutions 8 13,325,003 8,464,057
Investments - net 9 66,676,243 48,585,117
Advances - net 10 21,421,510 21,389,597
Fixed assets 1 579,296 458,331
Deferred tax assets - net 12 133,999 201,088
Other assets 13 2,890,571 4,031,075

112,050,384 88,643,485
LIABILITIES
Bills payable 15 2,524,303 1,766,257
Borrowings from financial institutions 16 18,394,904 7,003,479
Deposits and other accounts 17 75,076,382 61,742,683
Sub-ordinated loans - -
Liabilities against assets subject to finance lease - -
Deferred tax liabilities - N
Other liabilities 18 5,834,617 7,364,498

101,830,206 77,876,917
NET ASSETS 10,220,178 10,766,568
REPRESENTED BY
Head office capital account 19 6,812,671 6,812,671
Reserves 168,704 164,791
Unremitted profit 3,174,345 3,602,788

10,155,720 10,580,250
Surplus on revaluation of assets - net of tax 20 64,458 186,318
10,220,178 10!7665568

CONTINGENCIES AND COMMITMENTS 21

The annexed notes 1 to 43 and Annexures I and II fo
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Citibank, N.A. - Pakistan Branches
(Incorporated In The U.S.A. The Liability of Members Being Limited)

Profit and Loss Account
For the year ended 31 December 2016

Note 2016 2015
(Rupees in '000)
Mark-up / return / interest earned 23 5,719,091 5,961,665
Mark-up / return / interest expensed 24 2,894,239 2,347,225
Net mark-up / return / interest income 2,824,852 3,614,440
(Reversal) / provision against loans and advances - net 10.3 (84,686) (175,184)
Bad debts (recovered) / written off directly 10.4 - -
Provision against off-balance sheet obligations - net 18.3 - 652
(84,686) (174,532)
Net mark-up / interest income after provisions ' ' 2,909,538 3,788,972
NON MARK-UP/ INTEREST INCOME
Fee, commission and brokerage incorae 816,831 471,785
Income from dealing in foreign currencies : 25 1,837,474 1,156,910
Gain on sale of securities 26 1,528,416 2,119,939
Unrealised gain / (loss) on revaluation of :
investments classified as held for trading (7,202) (357,666)
Other income / (loss) 27 182,310 471,884
Total non mark-up / interest income - net . 4,357,829 3,862,852
7,267,367 7,651,824
NON MARK-UP/ INTEREST EXPENSE
Administrative expenses 28 1,979,939 1,930,627
Reversal of provision against apprecization / diminution in the value of . )
non-banking assets - net 13.3 - (987)
Operating fixed assets written off - -
Other charges ‘ 29 ’ 95,999 63,077
Total non mark-up / interest expenses - net 2,075,938 1,992,717
PROFIT BEFORE TAXATION 5,191,429 5,659,107
Taxation 30
- Current 1,685,316 1,764,758
- Prior years 160,000 80,000
- Deferred 145,008 205,125
1,990,324 2,049,883
PROFIT AFTER TAXATION 3,201,105 3,669,224

The annexed notes 1 to 43 and Annexures I and II form an integral part of these financial statements.
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Citibank, N.A. - Pakistan Branches
(Incorporated In The U.S.A. The Liability of Members Being Limited)

Statement of Comprehensive Income
For the year ended 31 December 2016

2016

2015

(Rupees in '000)

Profit after taxation for the year 3,201,105 3,609,224
Items that will not be reclassified to profit and loss
Components of comprehensive income reflected in equity
- Remeasurements of defined benefit plan - (41,169) (9,902)
- Deferred tax asset / (liability) on remeasurements of defined benefit plan 14,409 3,466
(26,760) (6,436)
Comprehensive income transferred to equity 3,174,345 3,602,788
Items that may be reclassified subsequently to profit and loss
Components of comprehensive income not reflected in equity
- Surplus / (deficit) on revaluation of available for sale securities (187,477) (495,484)
- Deferred tax (liability) / asset on revaluation of available for sale securities 65,617 173,419
(121,860) (322,065)
3,052,485 3,280,723

The annexed notes 1 to 43 and
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Citibank, N.A. - Pakistan Branches

(Incorporated In The U.S.A. The Liability of Members Being Limited)

Cash Flow Statement
For the year ended 31 December 2016

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation

Adjustments for non cash and other items:

Depreciation

Amortisation

Reversal of provision against loans and advances

Unrealised (gain) / loss on revaluation of investments classified as held for trading
Bad debts written off directly

Gain on disposal of operating fixed assets

Charge for defined benefit plan

Reversal of provision against diminution in the value of non-banking assets
Provision against off-balance sheet obligations

Operating fixed assets written off

(Increase) / decrease in operating assets
Lendings to financial institutions
Investments - Held for trading securities
Advances

Other assets

Increase / (decrease) in operating liabilities
Bills payable

Borrowings from financial institutions
Deposits and other accounts

Other liabilities

Contribution to gratuity fund

Income tax paid

Remittances made during the year on acccunt of head office expenses
Net cash (used in) / generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Net investments in available for sale securities
Investments in operating fixed assets

Sale proceeds from disposal of property and equipment
Net cash generated from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Profit repatriated to head office during the year
Net cash used in financing activities

Decrease in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

The annexed notes 1 to 43 and Annexures [ and II form an integral part of these financial statements.
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Note 2016

2015

(Rupees in '000)

5,191,429 5,659,107
128,142 71,782
. 165
(84,636) (175,184)
7,202 357,666
2,370 (3,726)
38,504 47,908
- (987)
- 652
86,792 298,276
5,278,221 5,957,383
(4,860,946) (5,637,576)
(15,104,724) 3,503,576
52,773 6,981,177
517,432 786,831
(19,395,465) 5,634,008
758,046 201,513
11,301,259 (6,532,655)
13,333,699 13,598,694
(1,471,022) 360,661
23,915,982 7,628,213
9,798,738 19,219,604
(46,735) (65,326)
(1,104,594) (758,522)
(197,427 -
8,449,982 18,395,756
(3,181,081) (13,615,306)
(250,277) (181,573)
3,540 10,175
(3,427,818) (13,786,704)

L__3,602,788)] [ (3,056,648)]

(3,602,788) (3,056,648)
1,419,376 1,552,404
5,514,220 3,961,816
31 6,933,596 9,514,220
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Citibank, N.A. - Pakistan Branches
(Incorporated In The U.S.A. The Liability of Members Being Limited)

Statement of Changes in Equity
For the year ended 31 December 2016

Head office Unremitted Share based Total
capital profit payment
account contribution
reserve by
the ultimate
holding
company
{Rupees in '000)

Balance as at January 1, 2015 6,812,671 3,056,648 156,327 10,025,646
Profit for the year ended December 31, 2015 - - 3,609,224 - 3,609,224

Other comprehensive income for the year

Remeasurements of defined benefit plan - (9,902) - (9,902)
Tax on remeasurements of defined benefit plan - 3,466 - 3,466
- (6,436) - (6,436)
Transactions with owners
Contribution by the head office in respect of share based payments - - 25,418 25,418
Recharged balance payable to the head office for share based payments - -] (25,418) (25,418)
Effect of re-measurement of cost under share based payment - net of tax - - 8,464 8,464
- - 8,464 8,464
Profit remittance made to head office ' - (3,056,648) - (3,056,6438)
Balance as at December 31, 2015 6,812,671 3,602,788 164,791 10,580,250
Profit for the year ended December 31, 2015 - 3,201,105 ‘ - 3,201,105

Other comprehensive income for the year

- (41,169

Remeasurements of defined benefit plan - (41,169)

Tax on remeasurements of defined benefit plan - 14,409 - 14,409
- (26,760) - (26,760)

Transactions with owners

Contribution / (reversal) by the head office in respect of share based payments - - 13,483 13,483

Recharged balance (payable) / receivable to the head office for share based payments - - (13,483)) [, (13,483)

Effect of re-measurement of cost under share based payment - net of tax - - 3/ 3,913
- - 3,913 3,913

Profit remittance made to head office - (3,602,788) - . (3,602,788)

Balance as at December 31, 2016 6,812,671 3,174,345 168,704 10,155,720

The annexed notes 1 to 43 and Annexures I and II form an integral part of these financial statements.
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Citibank, N.A. - Pakistan Branches
(Incorporated In The U.S.A. The Liability of Members Being Limited)

Notes to and Forming Part of the Financial Statements
For the year ended 31 December 2016

3.1

3.2

STATUS AND NATURE OF BUSINESS

Citibank, N.A. - Pakistan Branches (the Bank) operates as a branch of Citibank, N.A. which is a foreign
banking company incorporated and domiciled in the U.S.A. with limited liability and is a member of
Citigroup Inc., which is the ultimate holding company.

The Bank is engaged in banking business as described in the Banking Companies Ordinance, 1962. Its
principal office is at AWT Plaza, L. I. Chundrigar Road, Karachi. At December 31, 2016 the Bank
operated through 3 branches (December 31, 2015: 3 branches) in Pakistan,

/

Credit ratings assigned to Citigroup Inc. and Citibank, N.A., by Moody's Investor Services are as follows:

Long-term  Short-term

_senior debt debt
Citigroup Inc. Baal P-2
Citibank, N.A. Al -P-1

BASIS OF PRESENTATION

In accordance with the directives of the Federal Government regarding the shifting of the banking system
to the Islamic modes, the State Bank of Pakistan (SBP) has issued various circulars from time to time.
Permissible forms of trade related modes of financing include purchase of goods by the Bank from its
customers and immediate resale to them at appropriate mark-up in price on deferred payment basis. The
purchases and sales arising under these arrangements are not reflected in these financial statements as
such but are restricted to the amount of facility actually utilised and the appropriate portlon of mark—up
thereon.

STATEMENT OF COMPLIANCE

These financial statements have been prepared in accordance with the approved accounting standards as
applicable in Pakistan. Approved accounting standards comprise of such International Financial Reporting
Standards (IFRSs) issued by the International Accounting Standards Board as are notified under the
Companies Ordinance, 1984, the requirements of the Companies Ordinance, 1984, the Banking
Companies Ordinance, 1962 and the directives issued by the Securities and Exchange Commission of
Pakistan (SECP) and the State Bank of Pakistan (SBP). Wherever the requirements of the Companies
Ordinance, 1984, Banking Companies Ordinance, 1962 or the directives issued by the SECP and SBP
differ with the requirements of IFRSs, the requirements of the Companies Ordinance, 1984, the Banking
Companies Ordinance, 1962 and the requirements of the said directives prevail.

The SBP through its BSD Circular No. 10 dated August 26, 2002, has deferred the applicability of
International Accounting Standard (IAS) 39 - "Financial Instruments: Recognition and Measurement" and
IAS 40 - "Investment Property" for Banking Companies in Pakistan. Further, the SECP has deferred the
applicability of International Financial Reporting Standard (IFRS) 7 "Financial Instruments: Disclosures"
through its S.R.0. 411(1)/2008 dated April 28, 2008. Accordingly, the requirements of these ‘standards

et




and their relevant interpretation (issued by the standard interpretation committee-IFRICs) have also not
been considered in the preparation of these financial statements. However, investments have been
classified and valued in accordance with the requirements prescribed by the SBP through various
circulars.

The SBP vide its BSD Circular No. 07 dated April 20, 2010 has clarified that for the purpose of
preparation of financial statements in accordance with International Accounting Standard - 1 (Revised),
'‘Presentation of Financial Statements', two statement approach shall be adopted i.e. separate 'Profit and
Loss Account' and 'Statement of Comprehensive Income' shall be presented, and Balance Sheet shall be
renamed as 'Statement of Financial Position'. Furthermore, only the surplus / (deficit) on revaluation of
available for sale (AFS) securities, may be included in the 'Statement of Comprehensive Income'.
However, it should continue to be shown separately in the Statement of Financial Position below equity.
Accordingly, the above requirements have been adopted in the preparation of these financial statements.

Other standards, interpretations and amendments to published approved accounting standards
that are effective in the current year

There are certain other new and amended standards and interpretations that are mandatory for the Bank's
accounting periods beginning on or after January 1, 2016 but are considered not be to relevant or to have
any significant effect on the Bank's operations and are, therefore, not disclosed in these financial '
statements.

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

The following standards, amendments and interpretations of approved accounting standards will be
effective for accounting periods beginning on or after 01 January 2017:

Amendments to IAS 12 ‘Income Taxes’ are effective for annual periods beginning on or after 1 January
2017. The amendments clarify that the existence of a deductible temporary difference depends solely on a
comparison of the carrying amount of an asset and its tax base at the end of the reporting period, and is
not affected by possible future changes in the carrying amount or expected manner of recovery of the

. asset. The amendments further clarify that when calculating deferred tax asset in respect of insufficient
taxable temporary differences, the future taxable profit excludes tax deductions resuiting from the reversal

of those deductible temporary differences. The amendments are not likely to have an impact on
Company’s financial statements.

Amendments to IAS 7 ‘Statement of Cash Flows’ are part of IASB’s broader disclosure initiative and are
effective for annual periods beginning on or after 1 January 2017. The amendments require disclosures
that enable users of financial statements to evaluate changes in liabilities arising from financing activities,
including both changes arising from cash flow and non-cash changes.

Amendments to IFRS 2 - Share-based Payment clarify the accounting for certain types of arrangements
and are effective for annual periods beginning on or after 1 January 2018. The amendments cover three
accounting areas (a) measurement of cash-settled share-based payments; (b) classification of share-based
payments settled net of tax withholdings; and (c) accounting for a modification of a share-based payment
from cash-settled to equity-settled. The new requirements could affect the classification and/or
measurement of these arrangements and potentially the timing and amount of expense recognized for new

and outstanding awards. The amendments are not likely to have an impact on Company’s financial
statements.
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3.5.4

3.5.5

3.5.6

4.1

4.2

Transfers of Investment Property (Amendments to IAS 40 ‘Investment Property’ -effective for annual
periods beginning on or after 1 January 2018) clarifies that an entity shall transfer a property to, or from,
investment property when, and only when there is a change in use. A change in use occurs when the
property meets, or ceases to meet, the definition of investment property and there is evidence of the
change in use. In isolation, a change in managemaﬁt's intentions for the use of a property does not prpvide
evidence of a change in use. The amendments are not likely to have an impact on Company’s financial -
statements. :

Annual improvements to IFRS standards 2014-2016 cycle. The new cycle of improvements addresses
improvements to following approved accounting standards:

Amendments to IFRS 12 ‘Disclosure of Interests in Other Entities’ (effective for annual periods beginning
on or after 1 January 2017) clarify that the requirements of IFRS 12 apply to an entity’s interests that are
classified as held for sale or discontinued operations in accordance with IFRS 5 — ‘Non-current Assets
Held for Sale and Discontinued Operations’. The amendments are not likely to have an impact on
Company’s financial statements. '

Amendments to IAS 28 ‘Investments in Associates and Joint Ventures’ (effective for annual periods
beginning on or after 1 January 2018) clarifies that a venture capital organization and other similar entities
may elect to measure investments in associates and joint ventures at fair value through profit or loss, for
each associate or joint venture separately at the time of initial recognition of investment. Furthermore,
similar election is available to non-investment entity that has an interest in an associate or joint venture
that is an investment entity, when applying the equity method, to retain the fair value measurement
applied by that investment entity associate or joint venture to the investment entity associate's or joint
venture's interests in subsidiaries. This election is made separately for each investment entity associate or
joint venture. The amendments are not likely to have an impact on Company’s financial statements.

IFRIC 22 ‘Foreign Currency Transactions and Advance Consideration’ (effective for annual periods
beginning on or after | January 2018) clarifies which date should be used for translation when a foreign
currency transaction involves payment or receipt in advance of the item it relates to. The related item is
translated using the exchange rate on the date the advance foreign currency is received or paid and the
prepayment or deferred income is recognized. The date of the transaction for the purpose of determining
the exchange rate to use on initial recognition of the related asset, expense or income (or part of it) would
remain the date on which receipt of payment from advance consideration was recognized. If there are

multiple payments or receipts in advance, the entity shall determine a date of the transaction for each
payment or receipt of advance consideration.

BASIS OF MEASUREMENT
Accounting convention

These financial statements have been prepared under the historical cost convention, except that held for
trading and available for sale investments and derivative financial instruments have been marked to
market and are carried at fair value. In addition, obligation in respect of staff retirement benefit is carried
at present value and certain financial asset's are stated net of provision.

Functional and presentational currency

These financial statements are presented in Pakistani Rupees, which is the Bank's functional and
presentational currency. The amounts are rounded to the nearest thousand.

\-L()w\$ Ttr




Critical accounting estimates and judgments

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

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

i) classification and provisioning against investments (notes 5.3 and 9)

i) classification and provisioning against advances (notes 5.4 and 10)
income taxes (notes 5.8, 12 and 30)

iv) accounting for defined benefit plan (notes 5.9 and 33)

v) depreciation / amortisation of fixed assets (notes 5.5 and 11)

vi) fair value of derivative financial instruments (note 5.15 (b) and 22)

vii) recording of head office expenses for the current year (note 28)

viii) fair value of financial instruments (note 37)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

below. These policies have been consistently applied to all the periods presented in these financial
statements.

Cash and cash equivalents

Cash and cash equivalents for the purpose of cash flow statement represent cash and balances with
treasury banks, balances with other banks and overdrawn nostro accounts.

Lendings to / borrowings from financial institutions

The Bank enters into inter-bank transactions at contracted rates for a specified period of time. These are
recorded as under: '

(a) Sale of securities under repurchase agreements

Securities sold with a simultaneous commitment to repurchase at a specified future date (repos)
continue to be recognised in the financial statements as investments and the counterparty liability for
amounts received under these agreements is included in borrowings from financial institutions. The

difference between sale and repurchase price is recognised over the period of transaction as an
expense.
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(b) Purchase of securities under resale agreements

Securities purchased with a corresponding commitment to resell at a specified future date (reverse
repos) are not recognised as investments in the statement of financial position. Amounts paid under
these agreements are included in lendings to flnancial institutions. The difference between purchase
and resale price is recognised over the period of transaction as income. :

(¢) Other lendings

These are recorded at the proceeds paid. Mark-up received is recognised in the profit and loss
account over the period on an accrual basis.

5.3 Investments

In accordance with the requirements of BSD circular No 10 dated 13 July 2004 the investments are
classified as follows:

(a) Held for trading

These are securities, which are either acquired for generating profit from short-term fluctuations in -
market prices, interest rate movements, dealer's margin or are securities included in a portfolio in
which a pattern of short-term profit making exists.

(b) Held to maturity

These are securities with fixed or determinable payments and fixed maturity in respect of which the
Bank has the positive intent and ability to hold them till maturity. These are carried at amortised cost.

(¢) Available for sale
These are investments that do not fall under the "held for trading' or 'held to maturity' categories.

Investments are initially recognised at fair value. All purchases and sales of investments that require
delivery within the time frame established by regulation or market convention are recognised at trade date,
which is the date on which the Bank commits to purchase or sell the investments.

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

specified by the State Bank of Pakistan, investments classified as 'held to maturity' are carried at amortised
cost. |

Investment in unquoted equity securities are stated at cost less impairment.

Impairment loss in respect of investments classified as available for sale (except term finance certificates)
and held to maturity is recognised based on management's assessment of objective evidence of
impairment as a result of one or more events that may have an impact on the estimated future cash flows
of the investments. Provision for diminution in the value of term finance certificates is made as per the
requirements set out in the Prudential Regulations issued by the State Bank of Pakistan. In case of
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54

5.5

impairment of available for sale securities, the cumulative loss that has been recognised directly in surplus
on revaluation of securities on the statement of financial position below equity is removed therefrom and
recognised in the profit and loss account. For investments classified as held to maturity, the impairment
loss is recognised in profit and loss account. The difference between the face value and .the purchase price
is amortised over the remaining life of the investment using effective yield method, in order to determine
the amortised cost.

Gains and losses on disposal of investments during the year is taken to the profit and loss account.
Advances

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

Fixed assets

Capital work in progress

Capital work in progress is stated at cost less impairment losses, if any.
Tangible

Fixed assets are carried at historical cost less accumulated depreciation and accumulated impairment
losses, if any, except for lease hold land which is stated as cost. Historical cost includes expenditure that
is directly attributable to the acquisition of the items.

Depreciation is charged to the profit and loss account applying the straight-line method using the rates
specified in note 11.2 to these financial statements. The depreciation charge for the year is calculated after
taking into account residual value, if any. The residual values, useful lives and depreciation method are
reviewed and adjusted, if appropriate, at each statement of financial position date. Depreciation on
additions is charged for the whole month if the assets are purchased before 15th day of the month while
no depreciation is charged in the month in which assets are disposed off. ~

Maintenance and normal repairs are charged to profit and loss account as and when incurred. Subsequent
costs are included in the assets' carrying amount or are recognised as a separate asset, as appropriate, only

when it is probable that future economic benefits associated with the item will flow to the Bank and the
cost of the item can be measured reliably.

Gain and loss on disposal of fixed assets is taken to the profit and loss account.

Intangible

Intangible assets having a finite useful life are stated at cost less accumulated amortisation and
accumulated impairment losses, if any. Such intangible assets are amortised using the straight-line method
over their estimated useful lives. The useful lives and amortisation method are reviewed and adjusted, if

appropriate at each statement of financial position date. Intangible assets having an indefinite useful life
are stated at acquisition cost, less impairment loss, if any.
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Amortisation is charged to the profit and loss account applying the straight-line method using the rates
specified in note 11.3 to these financial statements.

5.6 Non-current assets held for sale

The Bank classifies a non-current asset (or disposal group) as held for sale if its carrying amount will be
recovered principally through a sale transaction rather than through continuing use.

A non-current asset (or disposal group) held for sale is carried at the lower of its carrying amount and the
fair value less costs to scll. Impairment losses are recognised through the profit and loss account for any
initial or subsequent write down of the non-current asset (or disposal group) to fair value less costs to sell.
Subsequent gains in fair value less costs to sell are recognised to the extent they do not exceed the
cumulative impairment losses previously recorded. A non-current asset is not depreciated while classified
as held for sale or while part of a disposal group classified as held for sale.

5.7 Impairment

The carrying amount of assets are reviewed at each statement of financial position date for impairment
whenever events or changes in circumstances indicate that the carrying amounts of the assets may not be
recoverable. If such indication exists, and where the carrying value exceeds the estimated recoverable
amount, assets are written down to their recoverable amount. The resulting impairment loss is taken to the
profit and loss account.

58 Taxation

Income tax expense comprises of current and deferred tax. Income tax expense is recognised in the profit
and loss account except to the extent that it relates to items which are directly recognised in equity or.
below equity / other comprehensive income, in such cases, the relating income tax is also directly
recognised in equity or below equity / other comprehensive income. ’

Current

Current tax is the expected tax payable on taxable income for the year determined using tax rate enacted
or substantively enacted at the statement of financial position date. The charge for current tax also

includes adjustments, where considered necessary relating to prior years, which arises from assessments /
developments made during the year.

Deferred

Deferred tax is recognised using balance sheet liability method on all material temporary differences
between the carrying amounts of assets and liabilities for financial reporting purposes and amounts used
for taxation purposes. Deferred tax is calculated at the rates that are expected to apply to the period when

the differences are expected to reverse, based on tax rates that have been enacted or substantively enacted
at the statement of financial position date.

Deferred tax assets are recognised only to the extent that it is probable that future taxable profits will be
available against which the assets can be utilised. ‘

The carrying amount of deferred tax asset is reviewed at each statement of financial position date and

reduced to the extent that it is no longer probable that sufficient taxable profits will be available to allow
all or part of the deferred tax asset to be utilised.
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59

5.10

5.11

The Bank also recognises a deferred tax asset / liability on the deficit / surplus on revaluatiqn of
securities, which is adjusted against the related surplus / deficit in accordance with the requlremgnts of the
International Accounting Standard 12 - Income Taxes.

Staff retirement benefits
Defined benefit plan

The Bank operates an approved funded gratuity scheme for all its permanent employees whose period of
service with the Bank is five years or more. Expenses relating to the scheme are recognised and
contributions to the fund are made based on actuarial recommendations.

Contributions to the fund are made on the basis of actuarial recommendation. Liability in respect of this
benefit is recognised based on actuarial valuation carried out using Projected Unit Cost method. All
actuarial gains and losses are recognized in the Statement of Financial Position immediately, with a
charge or credit to Other Comprehensive Income in the periods in which they occur.

Amounts arising as a result of remeasurements are recognised in the Statement of Financial Position
immediately, with a charge or credit to Other Comprehensive Income in the periods in which they occur.

Gratuity is payable to staff on completion of the prescribed qualifying period of service under the plan.

- Defined contribution plan

The Bank operates a recognised provident fund scheme for all its permanent employees to which equal
monthly contributions are made both by the Bank and employees at the rate of 10 percent of basic salary.
The Bank has no further payment obligations once the contributions have been paid. The contributions are
recognised as employee benefit expense when they are due.

Share based payments

The Bank offers two types of share based incentive plans which are Stock Award and Stock Option
programmes. Under these plans, the share option of the holding company are granted by the holding
company to high performing employees of the Bank. Pursuant to a separate agreement the Bank makes a

cash settlement to Citigroup Inc. for the value of the share-based incentive awards delivered to the Bank's
employees under these plans.

The Bank applies equity-settled accounting for its share based incentive plans, with separate accounting
for its associated obligations to make payments to Citigroup Inc.

Fair value of the shares awarded under the stock award programme, on the grant date and on each
measurement date, is determined with reference to the price quoted on the New York Stock Exchange.

Borrowings / deposits and their cost
(a) Borrowings / deposits are recorded at the proceeds received.

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

5.12 Provisions

Provision for guarantee claims and other off balance sheet obligations is recognised when intimated and
reasonable certainty exists for the Bank to settle the obligation. Expected recoveries are recognised by
debiting the customer’s account. Charge to the profit and loss account is stated net-of expected
recoveries.

Other provisions are recognised when the Bank has a legal or constructive obligation as a result of past
events, it is probable that an outflow of resources will be required to settle the obligation and a reliable
estimate of the amount can be made. Provisions are reviewed at each balance sheet date and are adjusted
to reflect the current best estimate.

5.13  Revenue recognition
- Mark-up / return / interest on advances and investments is recognised on a time proportion basis,
taking into account effective yield on the instrument, except in case of non-performing advances

where income is recognised on receipt basis in accordance with the requirements of the Prudential
Regulations issued by the State Bank of Pakistan.

- Fee and commission are recognised as and when services are performed.

- Gains and losses on sale of investments and operating fixed assets are recognised in the profit and
loss account when the risks and rewards of ownership are transferred.

- Dividend income is recognised when the Bank's right to receive the dividend has been established.
5.14  Foreign currencies
(a) Functional and presentational currency

Items included in the financial statements are measured using the currency of the primary economic
environment in which the Bank operates. The financial statements are presented in Pakistani Rupees,
which is the Bank's functional and presentational currency.

(b) Foreign currency transactions

Foreign currency transactions are translated into Pakistani Rupees at the exchange rates prevailing on
the date of transaction. Monetary assets and liabilities in foreign currencies are translated into
Pakistani Rupees at exchange rates prevailing at the reporting date. Foreign bills purchased and

forward foreign exchange contracts are valued at the forward rates applicable to their respective
maturities.

(c) Translation gains and losses

Translation gains and losses are included in the profit and loss account.
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5.15

5.16

(d) Contingencies and commitments

Commitments for outstanding forward foreign exchange contracts are disclosed at contracted rates
with the fair value adjustment disclosed in other assets/ other liabilities as case may be. Contingent
liabilities / commitments for letters of credit and letters of guarantee denominated in foreign
currencies are expressed in Pakistani rupees terms at the exchange rate prevailing at the reporting
date.

Financial instruments
(a) Financial assets and financial liabilities

The Bank initially recognises financial assets and liabilities on the date at which they originate except for
investments which are recognised on the trade date.

Financial assets are derecognised when the contractual rights to the cash flows from the asset expire or are -
transferred. The Bank also enters into transactions whereby it transfers assets recognised on its statement-
of financial position, but retains either all or part of the risks and rewards of the transferred assets. If all or

substantially all risks and rewards are retained, then the transferred assets are not derecognised from the
statement of financial position.

Financial liabilities are derecognised when the contractual obligations expire, or are discharged or
cancelled.

(b) Derivative financial instruments

Derivative financial instruments are initially recognised at fair value on the date on which the derivative
contract is entered into and are subsequently remeasured at fair value using appropriate valuation
techniques. All derivative financial instruments having positive fair value are carried as assets and
instruments having negative fair value are carried as liabilities. Any change in the fair value of derivative
financial instruments is taken to profit and loss account.

(c) Offsetting

Financial assets and financial liabilities are offset and the net amount reported in the financial statements
only when there is a legally enforceable right to offset the recognised amounts and the Bank intends either
to settle on a net basis, or to realise the asset and settle the liability simultaneously. Income and expense

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

Assets acquired in satisfaction of claims

The Bank occasionally acquires vehicles and other assets in settlement of certain advances. These are
stated at the lower of related advances and the current fair value of such assets. Gains or losses on
disposal and unrealised losses on revaluation are recognised in income currently. In case certain
repossessed assets cannot be disposed of within pre-determined number of days, impairment loss is
recognised by the Bank against such assets.
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5.18

5.18.1

Acceptances

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

Segment reporting

A segment is a distinguishable component of the Bank that is engaged either in providing product or
services (business segment), or in providing products or services within a particular economic
environment (geographical segment), the bank's cheif operating descision maker reviews the results and
assesses performance of these segments separately. The operations of the Bank are based in Pakistan,
therefore geographical segment is not relevant.

Business segments
Trading and sales

It includes fixed income, foreign exchange, funding, own position securities, lending, borrowing and
derivatives.

Corporate banking

Corporate banking includes syndicated financing and services provided in connection with merger and
acquisitions, project finance, export finance, trade finance, short-term and long-term lending, bill
discounting and negotiation, letter of credit, acceptances, guarantees and deposits.

Note 2016 2015
CASH AND BALANCES WITH TREASURY BANKS (Rupees in '000)
In hand
Local currency . 127,342 147,520
Foreign currencies 270,033 342,256
With State Bank of Pakistan in
Local currency current account 6.1 4,154,022 3,473,070
Foreign currency current account 9,003 23,816
Foreign currency deposit accounts
- Cash reserve account 6.2 230,117 188,534
- Special cash reserve account 6.3 690,350 565,601
With National Bank of Pakistan in
Local currency current account 68,511

Gy 5,480,867 4,809,308




6.1

6.2

6.3

7.1

8.1

8.2

8.3

The local currency current account is maintained with the State Bank of Pakistan (SBP) as per the
requirements of Section 22 of the Banking Companies Ordinance 1962. This section requires banking
companies to maintain a local currency cash reserve in the current account opened with the SBP at a sum
not less than such percentage of its time and demand liabilities in Pakistan as may be prescribed by SBP.

This represents cash reserve of 5% which is required to be maintained with State Bank of Pakistan on
deposits held under the New Foreign Currency Accounts Scheme (FE-25 deposits).

This represents special cash reserve of 15% which is required to be maintained with State Bank of
Pakistan on FE-25 deposits. Profit rates on these deposits are fixed by SBP on a monthly basis. During the
year this deposit was not remunerated (2015: Nil).

Note 2016 2015

BALANCES WITH OTHER BANKS (Rupees in '000)
In Pakistan 7
In current account , 38,825 40,705
Outside Pakistan
In current account 7.1 1,504,070 664,207
In deposit account ’ - -

1,542,895 704,912

This includes balance of Rs. 1,474.013 million (2015: Rs.662.929 million) held with branches of
Citibank, N.A. outside Pakistan. ' -

Note 2016 2015
LENDINGS TO FINANCIAL INSTITUTIONS (Rupees in '000)
Placements 81&83 - 4,818,086
Repurchase agreement lendings (Reverse Repo) 82,83&84 13,325,003 3,645,971
13,325,003 8,464,057

These represent short term placement with Citibank entities. These carry mark-up of NIL (2015: 0.28%)
per annum and have a maturity period of NIL (2015: January 2016). '

These represent short term lendings to financial institutions against government securities. These carry
mark-up at rates ranging from 5.93% to 8.82% (2015: 6.24% to 6.40%) per annum and have a maturity
period of upto January 2017 (2015: January 2016).

2016 2015 -
Particulars of lendings to financial institutions (Rupees in '000)
In local currency 13,325,003 3,645,971
In foreign currency - 4,818,086
S"C(-,( 13,325,003 8,464,057
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8.4

9.1

9.2

9.3

v, g

Securities held as collateral against lendings to financial institutions

' 2015

Note 2016 .
Held by Further Total Held by Bank Further given Total
Bank given as as collateral
coliateral
(Rupees in '000)

Market Treasury Bills , 7,324,675 - 7.324,675 3,645,971 - 3,645,971
Pakistan Investment Bond 6,000,328 6,000,328

13,325,003 - 13,325,003 3,645,971 - 3,645,971
INVESTMENTS 2016 2015

Held by Given as Total Held by Given as Total
Investments by types: Bank collateral Bank collateral

(Rupees in '000)

Held-for-trading securities
Market Treasury Bills 9.4 22,996,286 - " 22,996,286 “ 3,554,265 - 3,554,265
Pakistan Investment Bonds 9.5 - - i - 4,337,297 - 4,337,297

22,996,286 - 22,996,286 7,891,562 - 7,891,562
Available-for-sale securities .
Market Treasury Bills 9.4 29,639,302 - 29,639,302 5,374,695 - 5,374,695
Pakistan Investment Bonds 9.5 13,944,807 - 13,944,807 32,961,503 2,066,830 35,028,333
Fully Paid-up Ordinary Shares 9.6 2,000 - 2,000 2,000 - 2,000
Unlisted Term Finance Certificates 9.7 248,090 - 248,090 248,090 - 248,090

43,834,199 - 43,834,199 38,586,288 2,066,830 40,653,118
Investments at cost 66,830,485 - 66,830,485 46,477,850 2,966,830 48,544,680
Less: Provision for diminution in:

the value of Investments 9.8 250,090 - 250,090 250,090 - 250,090

Investments (net of provisions) 66,580,395 - 66,580,395 ‘ 46,227,760 2,066,830 48,294,590
Surplus on revaluation of

held-for-trading securities - net 92.10 (3,318) - (3,318) 3,884 - 3,884
Surplus on revaluation of

available-for-sale securities - net 20 99,166 - 99,166 278,567 8,076 286,643
Total investments at market valve 66,676,243 - 662676&43 46,510,211 2,074,906 48,585,117

Note 2016 2015
Investments by segments: (Rupees in '000)
Federal Government Securities:
Market Treasury Bills 9.3&94 52,635,588 8,928,960
Pakistan Investment Bonds 93&9.35 13,944,807 39,365,630
66,580,395 48,294,590
Fully Paid up Ordinary Shares

Unlisted shares 9.6 2,000 2,000
Term Finance Certificates:

Unlisted 9.7 248,090 248,090
Investments at cost 66,830,485 48,544,680
Less: Provision for diminution in value of investments 928 250,090 250,090 -
Investments (net of provisions) 66,580,395 48,294,590
Surplus on revaluation of held-for-trading securities 9.10 (3,318) 3,884
Surplus / (deficit) on revaluation of available-for-sale securities 20 99,166 286,643
Total investments at market value 66,676,243 48.585.117

! z ¥ k]

Investments include certain approved / government securities which are held by

determined on the basis of the Bank"

the Bank to comply with the Statutory Liquidity Requirement
s demand and time liabilities as set out under section 29 of the Banking Companies Ordinance, 1962.




9.4

9.5

9.6

9.7

9.7.1

9.8

9.8.1

9.9

9.10

-

Market Treasury Bills are for a period of three months, six months and one year. The effective rates of profit on Market Treasury Bills
range from 5.75% to 6.22% (2015: 6.25% to 8.5%) per annum with maturities upto October 2017 (2015: December 2016). Market
Treasury Bills having face value of Rs 25 Million (2015: NIL) have been deposited with the State Bank of Pakistan against telegraph
transfer / discounting facility granted by them. In addition Market Treasury Bills having face value of Rs 2,492 million (2015: 3,242
million) have been deposited with the State Bank of Pakistan as pledged capital.

Pakistan Investment Bonds (PIBs) are for periods of three, five, tén and fifteen years. The yield on these PIBs range from 6.00% to
11.25% (2015: 6.70% to 12.07%) per annum with maturities from July 2017 to July 2019 (2015: May 2016 to March 2025).
Pakistan Investment Bonds having face value of NIL (2015: Rs 25 million) have been deposited with the State Bank of Pakistan
against telegraph transfer / discounting facility granted by them. Pakistan Investment Bonds having face value of Rs 5,198 million
(2015: Rs. 4,448 million) have been deposited with the State Bank of Pakistan as pledged capital.

Note 2016 2015

Particulars of Fully Paid-up Ordinary Shares - Unlisted companies (Rupees in '000)
Arabian Sea Country Club i

200,000 (2015: 200,000) fully paid-up ordinary shares of Rs.10/- each 2,000 2,000

Chief Executive Officer - Mr. Arif Ali Khan Abbasi

2,000 2,000

Particulars of Term Finance Certificates - Unlisted
Azgard Nine Limited
49,618 Term Finance certificates (2015: 49,618) of Rs. 5,000 each 9.7.1 248,090 248,090

Represents term finance certificates received as partial settlement from Azgard Nine Limited against overdue suspended mark-up
amounting to Rs 248.090 million kept in memorandum account and are completely provided for.

2016 2015

Particulars of provision for diminution in the value of investments (Rupees in '000)
Opening balance ' 250,090 250,090
Reversals - il
Closing balance 98.1 250,090 250,090
Particulars of provision for diminution in the
value of investments by type and segment
Unlisted shares - available-for-sale investments ) 2,000 2,000
Unlisted term finance certificates - available-for-sale investments 248,090 248,090
250,090 250,090
Quality of Available for Sale Securities 2016 2015
Amount Rating Amount Rating
(Rupees'000) (where (Rupees'000) (where
available) . available)
Federal Government Securities (at market value)
Mar.ket Treasury Bills 29,613,378 N/A 5,377,383 N/A
Pakistan Investment Bonds 14,069,897 N/A 35,312,288 N/A
43,683,275 40,689,671
Ordinary shares - unlisted (at cost) o
Arabian Sea Country Club 2,000 Unrated : 2,000 Unrated
2,000 2,000
Term Finance Certificates - unlisted (at cost)
Azgard Nine Limited 248,090 Unrated 248,090 Unrated
248,090 248,090
Total 43,933,365 40,939,761
Unrealised gain / (loss) on revaluation of investments 2016 2015
classified as held for trading (Rupees in '000)
Market Treasury Bills (3,318) (70
Pakistan Investments Bonds - 3,954
\ o, 4 (3318) 3,884
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10.1

10.1.1

10.1.2

10.1.3

10.2

10.3

ADVANCES

Loans, cash credits, running finances, etc.

In Pakistan

Bills discounted and purchased (excluding treasury bills)

Payable in Pakistan
Payable outside Pakistan

Advances - gross

Provision against advances

Specific - provision against non-performing advances

General - provision against advances

Advances - net of provisions

Particulars of advances (gross)

In local currency
In foreign currencies

Short term (for upto one year)
Long term (for over one year)

Note

10.1.3

102
103.1
10.3

2016 2015
(Rupees in '000)
22,930,708 23,406,161
1,357,767 1,049,891
- 4,435
1,357,767 1,054,326
24,288,475 24,460,487
(2,866,751) (3,070,673)
(214) 17
(2,866,965) (3,070,890)
21;421§10 21!389!597
24,065,255 24,232,528
223,220 227,959
24,_2_88,475 24,460,487
23,032,340 22,614,997
1,256,135 1,845,490
24,288,475 24,460,487

Based on classification defined in SBP Prudential Regulations, Rs 23,541.363 million (2015: Rs 23,685.746 million) advances fali
under Corporate and Rs 747.112 million (2015: Rs 775.730 million) fall under Consumer and SME classification as at December 31,

2016.

Advances include Rs.2,866.751 million (2015: Rs.3,070.673 million) which have been placed under non-performing status as detailed

below:

Category of classification

Substandard
Doubtful
Loss

Particulars of provision against advances

Opening balance

Charge for the year
Reversals

Amounts written off

Closing balance

\C{‘hﬁ%“(«.}
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10.4.1

2016 2015
Classified Provision Provision Classified Provision Provision
advances required held advances required held
(Domestic) (Domestic)
(Rupees in '000)
2,866,751 2,866,751 ‘ 2,866,751 3,070,673 3,070,673 3,070,673
2,866,751 2,866,751 2,866,751 3,070,673 3,070,673 3,070,673
2016 2015
Specific General Total Specific General Total
(Rupees in '000)
3,070,673 217 - 3,070,890 3,425,347 146 3;425,493
- - - 322 71 393
(84,683) 3) (84,686) (175,577) - (175,577)
(84,683) 3) (84,686) (175,255) 71 (175,184)
(119,239) - (119,239) (179,419) - (179,419)
2,866,751 214 2,866,965 3,070,673 217 3,070,890




10.3.1

10.3.2

10.3.3

10.4

10.4.1

10.4.1.1

10.4.2

10.5

10.6

11

General provision against consumer loans represents provision maintained at an amount equal to 1.5% 0.f. the i.’ully secured
performing portfolio and 5% of the unsecured performing portfolio as required by the Prudential Regulations issued by the
State Bank of Pakistan. ‘

Particulars of provision against advances

2016 ’ 2015
Specific General Total Specific General Total
(Rupees in '000)
In local currency 2,866,751 214 2,866,965 3,070,673 217 3,070,890

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

Note 2016 2015
Particulars of write-offs (Rgpees in '000)
Against provisions 103 119,239 179,419
Recovery taken / directly charged to profit and loss account 10.4.1.1 - -
119,239 179,419

It represents the amount recovered against customer that was previously written off.

Note 2016 2015
(Rupees in '000)

Write offs of Rs. 500,000 and above (excluding discount on prepayment

and loss on sale) 7 10.5 119,239 179,029
Recovery from party written off in previous period - -
Write offs of below Rs. 500,000 390

119,239 179,419

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

In terms of sub-section (3) of Section 33A of the Banking Companies Ordinance, 1962 the Statement in respect of written-off
loans or any other financial relief of five hundred thousand rupees or above allowed to person(s) during the year ended

December 31, 2016 is given in Annexure-1. These loans are written off as a book entry without prejudice to the Bank's right
of recovery against the customers.

Particulars of loans and advances to directors, executives 2016 2015
associated companies, etc. (Rupees in '000)

Debts due by directors, executives or officers of the Bank or any of
them either severally or jointly with any other persons *

Balance at beginning of the year 433,300 457,766
Loans granted during the year 174,382 141,643
Repayments {188,599) {166,109)
Balance at end of the year 419,083 433,300

* Represents loans given by the Bank to their executives and other employees as per the terms of their employment.

Note 2016 2015
FIXED ASSETS (Rupees in '000)
Capital work-in-progress 11.1 57,835 - 17,909
Property and equipment 11.2 521,461 440,422
Intangible assets 11.3 - -

\ Tt 579,296 458,331




11.2.1 The cost of full

y depreciated assets still in use amounts to Rs. 659.290 million (2015: Rs. 704.177 million).

2016 2015
11.1  Capital work-in-progress (Rupees in '000)
Advances to suppliers and con‘ractors $7,835 17,909
11.2  Property and equipment
2016
Cost Accumulated depreciation Book value
Asat01 Additions/ Asat31 Asat0l Chargefor Asat3l As at 31 Rate of
January (deletions) December January theyear/ December December depreciation
2016 2016 2016 (on 2016 © 2016 %
deletions) /
adjustments
(Rupees in '000)
Leasehold land 6,295 - 6,295 3,296 239 3,535 2,760 5
and buildings - -
Furniture and fixtures 418,766 154,384 564,856 133,028 59,288 184,032 380,824 10-50
(8,294) (8,284)
Electrical, office and 765.414 55,967 775,006 631,645 60,633 646,080 128,926  14.3-33.33
computer equipment (46,375) (46,198) o
Vehicles 86.758 - 79,144 68,842 7,982 70,193 8,951 20
(7,614) (6,631)
1,277.233 210,351 1,425,301 836,811 128,142 903,840 ‘521,461
(62,283) (61,113) :
2015
Cost Accumulated depreciation Book value
Asat0l Additions/ Asat31 Asat0l  Chargefor Asat3l Asat 3] Rate of
January  (deletions) December January theyear/(on December  December depreciation
2015 2015 2015 deletions) / 2015 2015 %
adjustments
(Rupees in '000).
Leasehold land 6,295 - 6,295 3,057 239 3,296 2,999 5
and buildings - -
Furniture and fixtures 245,996 174,416 418,766 117,593 17,060 133,028 285,738 10-50
(1,646) (1,625)
Electrical, office and 718,678 46,736 765,414 589,592 42,053 631,645 133,769  14.3-33.33
computer equipment - -
Vehicles 114,626 - 86,758 77,852 12,430 68,842 17,916 20
(27,868) (21,440) '
1,085,595 221,152 1,277,233 788,094 71,782 836,811 440,422
(29,514) (23,065)




11.3  Intangible assets

2016 S
Cost _Accumulated amortisation ______ Bookvalue ~ Rateof
As at Additions / As at 31 As at Amortisation  As at31 As at 31 amortisation
01 January  (deletions) December 01 January for the year/ December December
2016 2016 2016 (amortisation 2016 2016
on deletions) /
adjustments
(Rupees in '000) %
Computer software 10,945 - 10,945 lw - 10& - 20-33.33
2015 :
Cost Accumulated amortisation Book value Rate of
As at 01 Additions/ As at 31 As at 01 Amortisation As at31 As'at31 amortisation
January 2015 (deletions) December January 2015 forthe year/  December December
2015 (amortisation 2015 2015
on deletions) /
adjustments
(Rupees in '000) % -
Computer software 10,945 - 10i9_41.5_ 10,780 165 10,945 - 20-33.33

11.3.1 The cost of fully amortised assets still in use is Rs. 10.945 million (2015: Rs 10.945 million).

11.4  Disposals of fixed assets during the year

Details of disposals of fixed assets having cost of more than Rs. 1,000,000 or net book value of Rs. 250,000 or more are given in Annexure-1l and is

an integral part of these financial statements.

12 DEFERRED TAX ASSETS - net
Deferred tax assets - net

12.1  Deferred debits arising due to:
- provision against off balance sheet items and corporate
and financing
- accelerated tax depreciation
- other deductible temporary differences
- effect of remeasurement relating to defined benefit plan

Deferred credit arising due to:

- effect of re-measurement of cost under share based payment
- accelerated tax depreciation

- surplus on revaluation of available for sale investments

13 OTHER ASSETS

Income / mark-up accrued in local currency

Income / mark-up accrued in foreign currency

Advances, deposits, prepayments and other receivables

Advance taxation (payments less provisions)

Non-banking assets acquired in satisfaction of claims

Unrealised gain on forward foreign exchange contracts, foreign
currency options and derivative contracts

Others

Less: Provision held against non-banking assets acquired in
satisfaction of claims
Other assets - net of provision

WLz

Note

12.1

20

13.1
. 13.2

13.3

2016 2015
(Rupees in '000)
133,999 201,088
193,988 346,820
- 78,548 64,139
(90,840) (88,733)
(12,989) (20,813)
(34,708) (100,325)
133,999 201,088
719,051 1,551,282
29,519 21,415
156,801 155,889
758,548 1,381,620
7,954 7,954
1,226,119 920,814
533 55
2,898,525 4,039,029
7,954 7,954

2,890,571 4,031,075
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The Bank has filed appeals for different assessment years before tax appellate authorities. The Bank is vigorously contesting its appeals

and is confident of favourable decision in the appeals.

The management has made provision against the amount of non-banking assets acquired in satisfaction of claims taking a conservative

view. Therefore, the management has not disclosed the market value of these assets.

Provision against non banking assets acquired in satisfaction of claims

Opening balance
Reversal during the year
Closing balance

CONTINGENT ASSETS
There were no contingent assets of the Bank as at December 31, 2016 (2015: Nil).

Note
BILLS PAYABLE

In Pakistan
BORROWINGS FROM FINANCIAL INSTITUTIONS

In Pakistan
Outside Pakistan

Particulars of borrowings with respect to currencies

In local currency
In foreign currencies

Details of borrowings Secured / Unsecured

Secured
Repurchase agreement borrowings 16.2.1

Unsecured
Call borrowings
Overdrawn accounts

16.2.2

2016 2015

(Rupees in "000)
7,954 8,941
- (987)
7,954 7,954
2016 2015
(Rupees in '000)

2524,303 1,766,257

2,481 7,003,479
18,392,423 -

18304904 7005475

2,481 7,003,479

18,392,423 -
18,394,904 7,003,479
- 2,003,479
18,304,738 5,000,000
90,166 -
18,394,904 5,000,000

18394904 7003475

This represents secured borrowing that carries mark-up at the rate NIL (2015: 6.35%) per annum and are due to mature NIL

(2015:January 2016).

This represents unsecured borrowing that carries mark-up at the rate of 0.70% (2015: 6.25% t0 6.4

mature in January 2017 (2015: January 2016).

DEPOSITS AND OTHER ACCOUNTS

Customers

Fixed deposits

Savings deposits

Current accounts - non-remunerative
Other deposits

Financial institutions
Non-remunerative deposits

g 4

5%) per annum and are due to

2016 2015
(Rupees in '000)

19,457,869 16,533,913
43,463,616 34,407,487
10,774,265 9,166,601
108,556 142,891
73,804,306 60,250,892
1,272,076 1,491,791
75,076,382

61,742,683



171 Particulars of deposits : 2016 2015
{Rupees in '000)

In local currency 72,455,030 57,969,982

In foreign currencies 2,621,352 3,772,701
75,076,382 61,742,683

17.2 Includes deposits of Citigroup companies amounting to Rs. 602.059 million (2015: Rs.583.903 million).

Note 2016 2015

18 OTHER LIABILITIES (Rupees in '000)
Mark-up / return / interest payable in local currency 217,421 198,015
Unearned commission and income on bills discounted 16,443 27,617
Accrued expenses 18.1&18.2 638,593 - 680,763
Unrealised loss on forward fore:gn exchange contracts, foreign currency
options and derivative contracts , 735,440 756,156
Unremitted head office expenses 882,605 792,257
Payable to regional offices for support services 47,460 34,561
Payable to defined benefit plan . 33.2 176,996 144,058
Provision against off-balance sheet obligations ;183 - -
Payable on account of sale proczeds of securities held under custody 1,500,428 3,417,193
Payable on account of sale proceds of shares sold by an associated undertaking 372,828
Payable on account of securities fund services - -
Securities sold but not yet purchased 209,761 -
Others 1,036,642 1,313,878

5,834,617 7,364,498

18.1 This includes the Bank's obligation to the head office under the stock award and stock option programmes. As of December 31, 2016
recognised liability for share based incentive plans was Rs. 165.036 million (2015: Rs. 159.593 million).

18.2 Through Finance Act 2008, the Federal Government introduced amendments to the Workers' Welfare Fund (WWF) Ordinance, 1971
whereby the definition of industrial establishment was extended. The amendments were challenged at various levels and conflicting
judgments were rendered by the Lahore High Court, Sindh High Court and Peshawar High Court. Appeals against these orders were
filed in the Supreme Court. Further, as a consequence of passage of 18th Amendment to the Constitution, levy for Workers Welfare
was also introduced by the Government of Sindh (Sindh WWF) which was effective from January 1, 2014,

During the current year, the Supreme Court of Pakistan vide its order dated November 10, 2016 has held that the amendments made in
the law introduced by the Federal Government for the levy of Workers Welfare Fund were not lawful as this is not in the nature of tax
and therefore could not have bezn introduced through the money bill. The Federal Board of Revenue has filed review petitions against
the above judgment . These petitions are currently pending with the Supreme Court of Pakistan.

A legal advice has been obtained by the Pakistan Banks Association which highlights that consequent to filing of these review
petitions, a risk has arisen and the judgment is not conclusive or final till the review petitions are decided. Accordingly, the Bank
maintains full provision of Rs. 252.638 million in respect of Federal WWF law from the date of its levy till December 31, 2013.

Further the Bank maintains provision of Rs 235.391 million against Provincial WWF law from the date of its levy till December 31,
2016.

Note 2016 2015
183 Provision against off-balance sheet obligations (Rupees in '000)

Opening balance - 9,034
Charge for the year L. 652
Paid during the year C - (9,686)
Closing balance - -

19 HEAD OFFICE CAPITAL ACCOUNT

Capital held as: : .
Deposit of un-encumbered approved securities 19.1 6,812,671 . 6,812,671

6812671 6812671

19.1 This represents Market Treasury Bills having face value of Rs 2,492 million {2015: 3,242 million) and Pakistan Investment Bonds
having face value of Rs 5,198 million (2015: Rs. 4,448 million). The market value of Market Treasury Bills and Pakistan Investment
Bonds as at December 31, 2016 amounts to Rs. 2,440.127 million and Rs. 5,384.855 million (2015: 3,228.048 million and Rs.
4,564.899 million) and these have maturities of up to July 2017 and July 2019(2015: March 2016 and January 2019).

'k 19.2 Capital has been deposited with the State Bank of Pakistan in compliance with section 13 of the Banking Companies Ordinance, 1962,
bt & Trp .
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SURPLUS / (DEFICIT) ON REVALUATION Note 2016 2015

OF ASSETS - net (Rupees in '000)
Federal and Provincial Government Securities
- Market Treasury Bills (25,924) 2,688
- Pakistan Investment Bonds 125,090 283,955
99,166 286,643
Less: Related deferred tax asset : 12.1 (34,708) (100,325)
64,458 186,318

CONTINGENCIES AND COMMITMENTS
Direct credit substitutes

Includes general guarantees of indebtedness, bank acceptance guarantees and standby letters of credit
serving as financial guarantees for loans and securities.

2016 2015
(Rupees in '000)
(i) Government of Pakistan 202 202 -
(if) Banking companies and other financial institutions - 2,941,176

202 2,941,378

o

Transaction-related contingent liabilities

Includes performance bonds, bid bonds, warranties, advance payment guarantees, shipping guarantees and
standby letters of credit related to particular transactions.

2016 2015
(Rupees in '000)
(i) Government of Pakistan . 544,938 719,628
(ii) Banking companies and other financial institutions 34,004 34,676
(iii) Others 1,471,113 1,499,162
2,050,055 2,253,466

Trade-related contingent liabilities

Includes short-term self liquidating trade related contingent liabilities arising from the movement of goods,
such as documentary credits where the underlying shipment is used as security.

Note 2016 2015
(Rupees in '000)

Letters of credit / acceptances A 9,178,119 10,036,491

Other contingencies

Indemmity issued - -
Claims not acknowledged as debt 162,257 162,457

[y ¢ 21.4.1 162,257 162,457
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These are not recognised as debt as the probability of these crystallising against the Bank is considered remote.

2016 2015
(Rupees in '000)

Commitments in respect of forward transactions
Forward repurchase agreement lendings (reverse repos) 13.386447 _____ 3,648557
Forward repurchase agreement borrowing (repos) - 2,010,786
Forward borrowing 13,074,813 6,284,460
Forward purchase contracts of government securities 210,813 -
Uncancellable commitments to extend credit 3,930,‘698 1,947,363
Commitments in respect of forward exchange contracts
Purchase ' 121,436,578 99,992,028 -

Sale

103,510,839 102,542,917

The Bank utilises foreign exchange instruments to meet the needs of its customers and as part of its asset and liability
management activity to hedge its own exposure to currency risk.

Note 2016 2015
(Rupees in '000)
Other commitments

Cross currency and interest rate derivative contracts

(notional amount) 22.1 . 5,961,225 6,083.675
Commitments in respect of capital expenditure 53,192 115,884
DERIVATIVE INSTRUMENTS

A derivative financial instrurnent is a contract the value of which is determined by reference to one or more underlying
financial instruments, reference rates or indices. Forward contracts, options and swaps are the most common types of

derivatives. Also included in derivatives are structured financial products that have one or more characteristics of forwards,
futures, swaps and options.

The Bank enters into derivatives contracts for market making and for creating effective hedges to enable customers and the

Bank to transfer, modify or reduce their interest rate and foreign exchange risks. The Bank as an Authorised Derivative Dealer
(ADD) is an active participant in the derivative market of Pakistan,

Overall responsibility for derivatives trading activity lies with the treasury. Existence of an independent market risk function

together with the Asset Liability Committee (ALCO) assists in the identification and quantification of risks on derivatives.
This involves: '

- co-ordinating approvals of market risk limits;
- formulation of policies and procedures with respect to market risk; and
- monitoring of market risk and credit risk exposure.

Treasury operations records transactions in the books, while product control reports the price and liquidity information
independently.

The risk embedded in derivatives transactions are discussed in note 41,

N U
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22.2

Product analysis

Counterparties

With Banks for

Hedging

Market Making
With FIs other than banks

Hedging

Market Making
With other entities for

Hedging

Market Making
Total

Hedging

Market Making

Counterparties

With Banks for

Hedging

Market Making
With FIs other than banks

Hedging

Market Making
With other entities for

Hedging

Market Making
Total

Hedging

Market Making

Maturity analysis
Interest rate and cross currency swaps

Remaining maturity

2016

Interest Rate and Cross
Currency Swaps

FX Options

Number of
contracts

Notional principal

(Rupees in '000)

Number of.
contracts

Notional
principal

(Rupees in '000)

5,961,225 -

5,961,225 -

5961225 -

2015

Interest Rate and Cross

Currency Swaps

FX Options

Number of
contracts

Notional principal

(Rupees in '000)

Number of
contracts’

Notional
principal

(Rupees in '000)

6,083,675 -

6,083,675 -

6,083,675 -

2016

Number of
contracts

Upto 1 month -
1 to 3 months -
3 to 6 months 1
6 months to 1 Year -
1102 Years -
2to 3 Years 1
3t05 Years -
50 10 years -
Above 10 Years -

Notional

Mark to Market

principal

Negative

Positive .

61,225
5,900,000

(Rupees in '000)

Net

- 129,853

129,853

e, G0 L

5,9613225

130,272

129,853
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Remaining maturity 2015
Number of Notional Mark to Market

contracts principal Negative ~ Positive Net

{Rupees in '000)

Upto 1 month - - - - -
1 to 3 months - - - " -
3 to 6 months - - - - -
6 months to | Year - - -

1to 2 Years 1 183,675 (1,486) 2,240 754
2t0 3 Years - - - - -
3t05 Years 1 5,900,000 - 76,673 76,673 .
5to 10 Years - - - - -
Above 10 Years -

2 6,083,675 (1,486) 78,913 77,427

The fair value of derivative financial instruments has been determined using valuation techniques with significant inputs such
as forecasted market interest rates and foreign exchange rates. The determination of the fair value of these instruments is most
sensitive to these key assumptions. Any significant change in these key assumptions may have an effect on the fair value of
these derivative financial instraments.

Note 2016 2015

MARK-UP/ RETURN/ INTEREST EARNED (Rupees in '000)
a) On loans and advances to

Customers 1,526,936 2,013,115

Financial Institutions - : -
b) On investments in

Held for trading securities 980,976 774,136

Available for sale securities 23.1 2,130,723 2,406,890
¢) On deposits with financial institutions 12,431 3,477
d) On securities purchased under resale agreements (reverse repo) 1,068,025 764,047

5,719,091 5,961,665

This includes Funding Swap Cost of Rs. 0.578 billion (2015: 0.244 billion) on Available for Sale Government Securities

MARK-UP / RETURN / INTEREST EXPENSED

Deposits 2,727,461 2,205,527
Securities sold under repurchase agreements (repo) 107,304 82,338
Borrowings . 59,474 59,360

2,894,239 2,347,225

INCOME FROM DEALING IN FOREIGN CURRENCIES

This includes income from foreign exchange dealings, forward settled interbank deals, revaluation of on balance sheet
exposure and foreign exchange impact with respect to derivative contracts.

2016 2015
GAIN /(LOSS) ON SALE OF SECURITIES (Rupees in '000)
Federal Government Securities
- Market Treasury Bills 8,666 57,847
- Pakistan Investment Bonds 1,519,750 2,062,092
Shares - unlisted v - -
(T, 1,528,416 2,119,939

MM
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28.1

28.2

OTHER INCOME / (LOSS) Note

Credit losses recovered

Gain on sale of property and equipment
Gain / (loss) from derivative contracts
Interchange and miscellaneous income

ADMINISTRATIVE EXPENSES

Salaries, allowances, etc.

Charge for defined benefit plan 335
Contribution to defined contribution plan 34
Head office / Regional office expenses 28.3

Rent, taxes, insurance, electricity, etc.
Contract services

Legal and professional charges
Communications

Repairs and maintenance

Travelling and conveyance

Stationery and printing

Advertisement and publicity

Support services from regional offices

Donations 28.1
Auditors' remuneration 28.2
Depreciation ' 11.2
Amortisation 11.3
Restructuring expense

Banking Service charges

Others

Donations

Citizens Police Liaison Committee
The Cardiovascular Foundation

The Embassy of USA
Karwan-e-Hayat

Marie Adelaide Leprosy Centre

The Kidney Centre

Old Associates of Kinnaird Society
The Indus Hospital

OGS TRUST

Progressive Education Network
Shaukat Khanum Memorial Cancer Hospital
Patients Aid Foundation

Auditors’' remuneration

Audit fee
Fee for the half yearly review

Special certifications and sundry advisory services
Out-of-pocket expenses '

2016 2015
(Rupees in '000)
- 583
2,370 3,726
177,810 459,000
2,130 8,575
182,310 471,884
576,104 563,649
38,504 47,908
24,025 23,705
287,775 216,475
217,059 253,478
179,787 172,759
23,166 37,033
102,188 98,889
79,920 77,078
72,516 91,671
26,666 18,248
14,146 5,753
11,237 41,657
2,105 2,227
4,032 2,877
128,142 - 71,782
- 165
41,485 32,035
58,497 64,618
92,585 108,620
1,979,939 1,930,627
100 -
- 202
400 200
225 400
600 200
- 300
- 600
180 125
- 200
600 -
2,105 2,227
1,460 1,460
455 455
1,750 700
367 262
4,032 2,877

28.3 Head office / regional expenses are estimated based on head office certificates of prior year and are subject to

true ups / actualisation.

gty
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31

32

33
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OTHER CHARGES

Charge for / Reversal of penalty imposed by State Bank of Pakistan

Charge for / Reversal of Worker's Welfare Fund

TAXATION

For the year
Current
Deferred

For prior years
Current
Deferred

Relationship between tax expense and accounting profit

Profit before taxation

Taxation at the applicable tax rate of 35% (2015: 35%)
Prior year charge
Taxation effect of expenses that are not deductible in

determining taxable income
Others

CASH AND CASH EQUIVALENTS

Cash and balances with treasury banks
Balances with other banks
Overdrawn accounts

STAFF STRENGTH

Permanent
Contractual basis

Bank's own staff strength at the end of the year

Outsourced
Total staff strength at the end of the year

DEFINED BENEFIT PLAN

General description

the

16.2

2016 2015
(Rupees in '000)
15,330 670
80,669 62,407
95,999 63,077
1,685,316 1,764,758
145,008 205,125
1,830,324 1,969,883
160,000 80,000
160,000 80,000
1,990,324 2,049,883
5,191,429 5,659,107
1,817,000 1,980,687
160,000 80,000
8,736 4,654
4,588 (15,458)
1,990,324 2,049 883
5,480,867 4,809,308
1,542,895 704,912
(90,166) -
6,933,596 5,514,220
2016 2015
(Number of employees)
137 156
137 156
109 120
246 276

All permanent employees with a minimum service period of five years or more with the Bank are entitled to
end of service benefits calculated at 130 percent of basic salary for each year of service with the Bank. The
assets of the funded plan are held independently in a separate trustee administered fund.

\Cpyarg
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The amount recognised in the Statement of financial position are determined as follows:

2016 2015
(Rupees in '000)

Present value of defined benefit obligations 259,479 223,308
Fair value of plan assets (82,483) (79,250)
176,996 144,058

Plan assets consist of the following:

2016 * 2015
(Rupees % (Rupees %
in '000) in '000)
Pakistan Investment Bonds 78,142 C95% 77,687 98%-
Cash and bank 4,341 5% 1,562 2%
82,483 100% 79,249 - 100%

The movement in the defired benefit obligation over the year is as follows:

2016
Present Fair value Total
value of of plan
obligation assets

(Rupees in '000)

At January 1 223,308 (79,250) 144,058
Current service cost 25,460 - 25,460
Settlement loss - - -
Return expense / (income) 21,476 (8,432) 13,044
270,244 (87,682) 182,562
Remeasurements:
-Return on plan assets, excluding amounts included in :
interest income - 2,809 2,809
-(Gain) / loss from change in demographic assumptions - - -
-(Gain) / loss from change in financial assumptions 38,360 - 38,360
-Experience loss - - -
38,360 2,809 41,169
308,604 (84,873) 223,731
Contribution - (46,735) (46,735)
Benefit payments (49,125) 49,125 -
At December 31 259,479 (82,483) 176,996
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At January 1
Current service cost

Settlement loss
Return expense / (income)

Remeasurements:
-Return on plan assets, excluding amounts included in
interest income
-(Gain) / loss from change in demographic assumptions
-(Gain) / loss from change in financial assumptions
-Experience losses

Contribution
Benefit payments
At December 31

Charge for defined benefit plan
Current service cost

Net return cost
Settlement loss

2015

The plan assets and defined benefit obligations are based in Pakistan,

Principal actuarial assumptions

Discount rate
Expected rate of salary increase
Estimated service length of the employees

Present value Fair value of Total
of obligation  plan assets
-------- (Rupees in '000) --—-m-mmm--mmmm
238,954 (87,380) 151,574
26,713 - 26,713
4,729 - 4,729
27,538 (11,072) 16,466
297,934 (98,452) 199,482
- 4,047 4,047
3,947 . 3,947 |
1,908 - 1,908
5,855 4,047 9,902
303,789 (94,405) 209,384
- (65,326) (65,326)
(80,481) 80,481 -
223,308 (79,250) 144,058
2016 2015
(Rupees in '000)
25,460 26,713
13,044 16,466
- 4,729
38,504 47,908
2016 2015
85%pa.  9.75%p.a.
8.5% p.a. 9.25%p.a.
9 years 9 years

Assumptions regarding future mortality are set based on actuarial advice in accordance with published statistics
and experience in Pakistan. The rates assumed are based on the adjusted State Life Insurance Corporation 2001 -

2005 mortality tables with one year age set back.

T




33.9 The sensitivity of the defined benefit obligation to changes in the weighted principal assumptions is:

Impact on defined benefit
obligation - increase / (decrease)

Changein Increasein Decreasein
assumption assumption assumption

(Rupees in '000)
Discount rate 1.0% (20,761) 23,722
Salary growth rate 1.0% 23,490 (20,886)
Withdrawal rate 10.0% (242) 248

Increase by Decrease by
1 year in 1 year in
assumption assumption

Mortality Rate 1 year 4 3) .

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions
constant. When calculating the sensitivity of the defined benefit obligation to significant actuarial assumptions
the same method (present value of the defined benefit obligation calculated with the projected unit credit method
at the end of the reporting period) has been applied as when calculating the gratuity liability recognised within
the Statement of Financial Position. '

33.10 The weighted average duration of the defined benefit obligation is 9 years (2015: 11 years)

33.11 Expected maturity analysis of undiscounted defined benefit obligation for the gratuity scheme is as follows:

At December 31, 2016 Lessthana Between 1-2 Between 2-5 Over § Total
year years years years
(Rupees in '000)
Gratuity 28,734 14,662 66,425 505,832 615,653
2016 2015 2014 2013 2012
33.12 Historical information (Rupees in '000)
Defined benefit obligation (259,479) (223,308) (238,954) (215,011) (369,450)
Fair value of plan assets 82,483 79,250 87,380 129,162 55,526
Deficit (176,996) (144,058) (151,574) (85,849) (313,924)
Remeasurements of plan liabilities (38,360) (5,855) (45,426) 31,198 (36,.3 17
Remeasurements of plan assets (2,809) (4,047) (6,747) 286 1,101

33.13 Funding levels are monitored on an annual basis and are based on actuarial recommendations. Contribution for

the next year works out to Rs. 40.539 million (2015: Rs 38.504 million) as per the actuarial valuation report of
the Bank as of December 31, 2016. .
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Through its defined benefit gratuity plan, the Fund is exposed to a number of risks, the most significant of which are detailed bclbw:
Asset volatility The plan liabilities are calculated using a discount rate set with reference to corporate bond yields; if plan assets

underperform this yicld, this will create a deficit. The Fund believes that due to long-term nature of the plan
liabilitics and the strength of the Bank's support, current investment strategy manages this risk adequately.

Inflation risk The majority of the plans’ benefit obligations arc linked to inflation, and higher inflation will lead to higher
liabilities. However plan assets are variable rate instruments and are re-priced at regular intervals to off set
inflationary impacts.

Life expéetancy /  The majority of the plans' obligations are to provide benefits on severance with the Bank on achieving retirement.
Withdrawal rate  Any change in life expectancy / withdrawal ratc would impact plan liabilitics.

The disclosure made in notes 33.1 to 33.13 are based on the information included in the actuarial valuation report of the Bank as of
December 31, 2016.

DEFINED CONTRIBUTION PLAN

All permanent employees of the Bank are entitled to end of service benefits through a recognised provident fund, whereby the Bank and
all permanent employees aré required to make monthly contributions io the scheme at 10 percent of basic salary.

During the year, the Bank contributed Rs 24.025 million (2015: Rs 23.705 million) in respect of the defined contribution plan.
SHARE-BASED INCENTIVE PLANS

The Bank offers a number of share based incentive plans to attract, retain and motivate employces, to compensate them for their
contributions 1o the Bank, and to encourage employee stock ownership.

Stock option programme
Information with respect to stock option activity under the stock option programme is as follows:
2016 2015
Options Weighted Options Weighted

(Number of average (Number of average share
shares) share price shares) price $ USD

S USD
Outstanding at the beginning of the year - . - 1D 2865 40.80
Granted . . . .
Forfeited - - R .
Exercised . : - - (976) 40.80
Transfers - - - -
Expired . . - (1,889) 40.80

Outstanding at the end of the year - - - R

Excrcisable at the end of year - - - -

The following table summarises the information about stock options outstanding under the programme at December 31, 2016:

Range of exercise prices Shares Options outstanding Options exercisable
Qutstanding = Weighted Weighted Number Weighted
average - average Exercisable average
contractual exercise H exercise
tife. price $ USD price $ USD
remaining -
< $50.00 . . . . -
$50.00 - $399.99 - - - - -
$400.00 - $449.99 - - - - -
$450.00 and above - - - . -

s e ——————




The following table summarises the information about stock options outstanding under the programme at December 31, 2015:

Range of exercise prices Shares Options outstanding Options exercisable

Outstanding  Weighted Weighted Number =~ Weighted
average average Exercisable average
contractual exercise exercise
life price § USD price § USD
remaining
<$50.00 . . - - -

$50.00 - $399.99 - - - . .
$400.00 - $449.99 - - - - -
$450.00 and above . - - - .

353  Stock award programme
The Bank offers a stock award programme, under which shares are awarded in the form of restricted or deferred stock to certain
employees. During the applicable vesting period, the shares awarded cannot be sold or transferred by the employees, and the award is
subject to cancellation if the employment is terminated. Stock awards granted generally vest over a four year period. i

Information with respect to unvested stock awards is as follows:

2016 2015
Shares Weighted Shares Weighted
average average share
share price price $ USD
$USD
Unvested at the beginning of the year 4,098 46.9 4,092 44.5
Awards : 2,986 371 2,000 50.1
Cancellations - - - -
Deletions - - - ; -
Vestings - - . (1,994) -45.2
Unvested at the end of the year 7,084 42.8 4,098 46.9

35.4  Net charge/ (reversal) of Rs.3.912 million (2015: Rs. 8.464 million) was recognised in equity arising mainly due to fair value
adjustment as required by IFRS 2 - Share Based Payment. As of December 31, 2016 recognised liability for outstanding share based
incentive plans was Rs. 165.036 million (2015: Rs. 159.593million). Fair value of shares has been determined on the basis of market
value of shares of Citigroup Inc. as at December 31, 2016. i.e. $ USD 37.05 (2015: $ USD 51.75) per share.

36 COMPENSATION OF CHIEF EXECUTIVE AND EXECUTIVES

Citi Country Officer Executives
2016 2015 2016 2015
(Rupees in '000)
Managerial remuneration 48,721 50,266 340,149 255,522
Charge for defined benefit plan 1,999 1,666 21,504 15,969
Contribution to defined contribut:on plan 2,400 2,000 18,687 19,171
Rent and house maintenance 9,719 8,239 91,022 76,683
Utilities 4,592 4,214 37,392 32,344
Medical 1,034 - 3,412 3,010
Others 2,987 3,209 33,431 27,322
71,452 69,594 545,597 430,021
Number of persons 1 1 146 123

The Bank also provides free use of furnished accommodation to the Citi Country Officer (CCO) and bank maintained cars to the CCO
and certain Executives.

37 FAIR VALUE OF FINANCIAL INSTRUMENTS

'Fair value' is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market

participants at the measurement date in principal or, in its absence, the most advantageous market to which the Bank has access at that
date. :

lepn <@y




37.1 The table below analyses financial instruments measured at the end of the reporting period by the level in the fair value hierarchy into which the fair value
measurement is categorised:
On balance sheet Snancial instruments 2016
Carryiag Valwe _ Fulr Value
Nots  Avallablefor Heldfor  Loamsand  Otherfinancial  Other financial Total Level § Ll Levs  Toul
Sale trading Recsivables Assets tisbilities
(Rupees in '900) (Rupees in '008)
Financisl asscts measared at falr value
lnvestments .
Masket Treasury Bills 29613378 22992968 . - - 52,606,346 - 52606346 - f::::"m“
Pakistan Investment Boads 14,069,897 - - - . 14,069,897 . 14069397 -
Fully Paid-up Ordinary Shares - . - - - - o
Financial assets not measured at fair value
Cash and balances with treasury banks 372 - - - 8,450,867 - 5,480,867 - - - -
Balances with other banks 37.2 - . - 1,542,398 - 1,542,898 . - - -
Lendings to financial institutions 37.2 - - . 13,325,003 - 13,325,083 - - - -
Advances - net 372 - . - 21,421,510 - 21,421,510 - - . -
Other financial ssscts 372 - - - 1,974,689 - 1,974,689 . . - -
2 z PN <X 77Y P 7Y T PR 7T WP 7 %10
Financial iabilities not measured st fair value s
Bills payable 372 - - . - 2,524,303 2,524,303
ings from financial i 372 . - - . 18,354,984 18,394,904
Deposits and other accounts 372 - - - - 75,876,382 75,476,382
Other financial lisbilities 372 - . - . 5,305,541 5,388,541
. N . . 101,801,130 101,801,130
2016
Off balance sheet inanclal instruments Fair Value
CarryingValue Levell  Level2  Leved3 Totat
(Rupees in '§00)
Forward foreign exchange purchase contracts miasg:: - 120,993,943 - %
Forward foreign exchange sale contracts lﬂdlﬁ - 718 - 104,343,713
Forward purchase of trading securities 210,813 - 109,761 - 209,761
Cross currency and interest rate derivative contracts $.961,225 - 6,061,668 - 6,061,668
On balance shoet inancial instrumnents 2015
Casrying Value Fair Value
Note  Avilablefor  Held for Loamssnd  Other finsncial  Other financial Total Levet | Level 2 Levet 3 Toul
Sale trading Receivables Assets tinbilitics
{Rupees in '000) {Rupecs in '000)
Financlal asscts measured at fair vaine
Investments
Market Treasury Bills 5377383 3,554,195 - - B 8,931,578 - 8,931,578 - 8,931,578
Pakistan Investment Boods 35312288 4,341,251 . - - 39,653,539 - 39,653,539 - 39,653,539
Fully Paid-up Ordinary Shares -
Financial assets not measured at fair value
Cash and balances with tressury banks 372 - - - 4,809,308 . 4,809,308 - - .
Balances with other banks 37.2 B .- . 704,912 - 704,912 . . . .
Lendings to financial institutions 37.2 - - - 8,464,057 - 8,464,057 - . - .
Advances - net 37.2 - - - 21,389,597 - 21,389,597 - . - -
Other financial assets 37.2 - - - 2,493,511 - 2,493,511 - - - -
40,689,671 7.895.446 . 37861383 - 86,446,502 - 48,585,117 - 48,385,117
F ial liabilities not at falr value
Bils paysble 37.2 - - - - 1,766,257 1,766,257
Borrowings from financial institutions 372 - - - - 7,003,479 7,003,479
Deposits and other accounts 37.2 - - - . 61,742,683 61,742,683
Other financial liabitities 37.2 - - - . 7,336,881 7,336,881
B S - - J1.849.300 77,849,
2015
Off balance sheet financial instruments Fair Value
Carrying Value  Level | Level 2 Level 3 Total
B ——————taead L0 - R LA £ D]
Forward forcign exchange contracts - purchase 99,992,028 - 99,571,466 - 99,971,466
Forward forcign exchange coutracts - sale 102,542,017 e 830,710 - 102650710
Cross and interest rate derivati . -
currency ate derivative contracts 6,083,675 77, 42=7 77, g7=
The Bank measures fair values using the following fair value hierarchy that reflects the significance of the inputs used in making the measurements:
Level 1: Fair value measurements using quoted prices (unadjusted) in active markets for identical assets or liabilities.
Lc.vel 2: Fair value measurements using inputs other than quoted prices included within Level 1 that are observable for the assets or liability, either directly (i.e. as
prices) or indirectly (i.c. derived from prices).
Level 3: Fair value measurements using input for the asset or liability that are not based on observable market data (i.c. unobservable inputs).
372

amounts are reasonable approximation of fair value.

Lo bt

The Bank has not disclosed the fair values for these financial assets and liabilities, as these are short term or reprice over short term. Therefore their canymg




* 373 The fair value of traded investments other than those classified as held to maturity is based on quoted market price. Fair value of unquoted equity investments is
determined on the basis of break-up value of these investments as per the latest available audited financial statements. :

38
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Fair value of fixed term loans, other assets, other liabilities and fixed term deposits cannot be calculated with sufﬁcic.m. reliabi}ity d.ue to absence of current and
active market for such assets and liabilities and reliable data regarding market rates for similar instruments. The provision for impairment of loans and advances
has been calculated in accordance with the Bank's accounting policy as stated in fiote 5.4 to these financial statements.

The repricing profile, effective rates and naturity are stated in note 41.2.3 to these financial statements.

In the opinion of the management, the fair value of the remaining financial asscts and liabilities are not significantly different from their carrying values since
assets and liabilities are cither short term in nature or in the case of customer loans and deposits arc frequently repriced.

SEGMENT DETAILS WITH RESPECT TO BUSINESS ACTIVITIES

The Chief Operating Decision Maker (CODM) is the Managing Director and Citi Country Officer of the Bank. The segment analysis with respect to business

activity presented to the CODM is as follows:

External revenue
Mark-up / return / interest earned
Fee, commission and brokerage
Trading income
Other income

Intersegment revenue

Total revenue

Depreciation and amortisation
Impairment of assets

Other immaterial non cash items
Other expenses

Total expenses

Reportable segment profit
Tax expense

Segment assets

Segment liabilities

Segment average retum on net assets®
Segment cost of funds**

External revenue
Mark-up / return / interest camed
Fee, commission and brokerage
Trading income
Other income

Intersegment revenue

Total revenue

Depreciation and amortisation
Impairment of assets

Other immaterial non cash items
Other expenses

Total expenses

Reportable segment profit
Tax expense

Segment assets

Segment liabilities

Segment average return on net assets*
Segment cost of funds**

%

RELATED PARTY TRANSACTIONS

Segment average return of net assets = Nzt income / Average (Segment Assets - Segment Provisions)
Segment cost of funds have been computed based on the average balances.

2016
Corporate Trading & Total
Banking Sales
(Rupees in '000)
1,526,937 4,192,154 5,719,091
816,831 - 816,831
2,250 3,538,748 3,540,998
3,154,666 (3,154,666) b
5,500,684 4,576,236 10,076,920
(64,071) (64,071) (128,142)
(4,550,135) (2,197,538) (6,747,673)
(4,614,206) (2,261,609) (6,875,815)
886,478 2,314,627 3,201,105
24,581,622 87,468,762 112,050,384
82,878,589 18,951,617 101,830,206
3.60% 3.10% 3.20%
3.40% 1.30% 3.10%
2015
Corporate Trading & Total
Banking Sales
(Rupees in '000)
2,013,114 3,948,551 5,961,665
471,785 - 471,785
3,865 3,387,202 3,391,067
2,798,558 (2,798,558) -
5,287,322 4,537,195 9,824,517
(21,534) (50,248) (7!,782)
(4,268,121) (1,875,390) '(6,143,511)
(4,289,655) (1,925,638) (6,215,293)
997,667 2:611,557 3,609,224
25,298,845 63,344,640 88,643,485
70,609,597 7,267,320 77,876,917
4.30% 4.00% 4.10%
3.88% 2.36% 3.73%

Transactions with related parties comprise of transactions in the normal course of business with other branches of Citibank, N.A. outside Pakistan, other direct and

indirect subsidiaries of Citigroup, retirement benefit plans and key management personnel of the Bank.

Banking transactions with the related partics are executed substantially on the same terms, including mark-up rates and collateral, as those prevailing at the time

for comparable transactions with unrelated parties and do not involve more than a normal risk.

Contributions to and accruals in respect of staff retirements and other benefit plans are made in accordance with the actuarial valuations / terms of the contribution

plan. R tion to ives is determined in accordance with the terms of their appointment,




~  39.1 Details of significant transactions with related parties and balances with them as at year end are as follows: -
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40.1

e~Cty

Balance as at Net placements / Net settlements / Balance as at
December 31, disbursements / repayments / December 31,
2015 deposits / withdrawals / 2016
transfers transfers
{Rupees in '000)
Deposits
Associated undertakings 583,903 1,059,153 (1,040,997) 602,059
Staff retirement benefit funds 9,572 191,258 (188,609) 12,221
2016 2015
(Rupees '000)
Nostro balances / placements with Citibank Branches
outside Pakistan 1,474,013 5,481,015
Overdrawn Nostro Accounts 87,685 -
Unremitted head office expenses 882,605 792,257
Markup / return / interest receivable 6,374 4,171
Markup / return / interest payable 1,177 78
Payable for expenses and share based payment 214,516 194,154
Payable to defined benefit plan 176,996 144,058
Commitments in respect of forward exchange contracts
Purchase 22,437,431 28,761,393
Sale 22,428,603 28,918,895
Unrealised (loss) on forward foreign exchange contracts - purchase (120,488) (99,573)
Unrealised (loss) / gain on forward foreign exchange contracts - sale 108,913 (86,438)
Contribution to staff retirement benefit funds 70,766 ‘ 89,031
Call borrowings 18,304,738 -
Counter guarantees to branches 916,657 4,189,848
Payable on account of sale proceeds of shares sold by an associated undertaking 372,828 -
Income / expense for the year
Mark-up / return / interest earned 13,534 4,508
Mark-up / return / interest expensed 51,648 8,363
Fee, commission and brokerage income 11,599 41,272
Other income 44,979 22,093
Regional expenses for support services 11,237 41,657
Head office expenses 287,775 216,475
Remuneration of key management personnel 71,452 69,594
Gain on sale of securities 402 3,219
CAPITAL ASSESSMENT AND ADEQUACY BASEL SPECIFIC
The State Bank of Pakistan (SBP) through BPRD circular No. 6/dated 15 August 2013 has issued Basel III capital instruction

for Bank's / DFTI's. The reviews to the previously applicable capi

adequacy regulation pertain to components of eligible

capital and related disclosures. Further SBP has introduced new|guidelines with respect to disclosure of capital adequacy
related information in the financial statements of banks vide its communication dated November 5, 2014. The SBP has
specified a transitional period till 2018 for implementation of Basel III. The disclosures below have been prepared on the

basis of these new guidelines.

Capital Management

The objective of managing capital is to safeguard the Bank's ability to continue as a going concern, so that it could continue to

provide adequate returns to investors by pricing products and

ices commensurately with the level of risk. It is the policy

of the Bank to maintain a strong capital base so as to maintain investor, creditor and market confidence and to sustain future

development of the business.




Statutory minimum capital requirement and management of capital

The State Bank of Pakistan through its BSD Circular No. 07 dated April 15, 2009 has préscribed the
minimum paid-up capital (net of losses) for Banks / Development Finance Institutions to be raised to Rs.10
billion by the year ending December 31, 2013. The raise is to be achieved in a phased manner requiring
Rs. 10 billion capital (net of losses) from the end of the financial year 2013 onwards. However, branches
of foreign banks operating in Pakistan whose head office holds paid-up capital (free of losses) of atleast
US$ 300 million, have a CAR of 8% or minimum prescribed by the home regulator and have prescribed -
number of branches, are allowed to maintain lower amount with prior approval of SBP. In this regard the
Bank is maintaining higher capital to support business requirements.

The Head office capital account of the Bank for the year ended December 31, 2016 stands at Rs 6.813
billion and is in compliance with the SBP requirement for the said year. In addition the banks are also
required to maintain a minimum Capital Adequacy Ratio (CAR) of 10.65% of the risk weighted exposures
of the Bank as of December 31, 2016. The Bank's CAR as at December 31, 2016 was 30.09% of its risk
weighted exposure.

Capital Structure

Under Basel Il framework, Bank's regulatory capital has been analysed into two tiers as follows:

- Tier 1 capital (going concern capital) which is sub divided into:

a) Common Equity Tier 1 (CET1), which includes fully paid up capital, reserve for bonus issue, general
reserves and un-appropriated profits (net of losses), etc after deductions for investments in the equity
of subsidiary companies engaged in banking and financial activities ( to the extent of 50%),

reciprocal crossholdings and deficit on revaluation of available for sale investments and deduction for
book value of intangibles.,

b) Additional Tier 1 capital (AT1), which includes instruments issued by the Bank which meet the
specified criteria after deduction of remaining 50% investment in the equity of subsidiary companies
engaged in banking and financial activities and other specified deductions.

Tier I capital, which includes general provisions for loan losses (upto a maximum of 1.25% of credit

risk weighted assets), reserves on revaluation of fixed assets and available for sale investments after
deduction of deficit on available for sale investments.

Banking operations are categorised in either the trading book or the banking book and risk weighted
assets are determined according to the specified requirements that seek to reflect the varying levels of
risk attached to assets and off balance sheet exposures.

The required capital adequacy ratio is achieved by the Bank through:

a)  Adequate level of paid up capital;

b)  Adequate risk profile of asset mix;

c) Ensuring better recovery management; and
d) Maintaining acceptable profit margins.

Capital adequacy ratio

The capital to risk weighted assets ratio, calculated in accordance with the SBP guidelines on capital
adequacy, under Basel Il and Pre-Basel Il treatment using Standardised Approach for Credit and Market

Risk and Basic Indicator Approach for Operational Risk is presented below:
gty




40.4

Capital Adequacy Ratio (CAR) disclosure template:

2016 2015
(Rupees in '000)
Amount Amount
Rows # Common Equity Tier 1 capital (CET1): Instruments and reserves
1 Fully Paid-up Capital/ Capital deposited with SBP 6,812,671 6,812,671
2 Balance in Share Premium Account
3 Reserve for issue of Bonus Shares
4 Discount on Issue of shares
5 General/ Statutory Reserves 168,704 164,791
6 Gain/(Losses) on derivatives held as Cash Flow Hedge
7 |Unappropriated/unremitted profits/ (losses) 3,174,345 3,602,788
8 Minority Interests arising from CET1 capital instruments issued to third parties by consolidated bank
subsidiaries (amount allowed in CET1 capital of the consolidation group)
9 CET 1 before Regulatory Adjustments 10,155,720 10,580,250
10 |Total regulatory adjustments applied to CET1 (Note 40.5)
11 Common Equity Tier 1 10,155,720 10,580,250
Additional Tier 1 (AT 1) Capital
12 |Qualifying Additional Tier-1 capital instruments plus any related share premium - -
13 of which: Classified as equity - =
14 of which: Classified as liabilities - -
15 |Additional Tier-1 capital instruments issued to third parties by consolidated subsidiaries (amoumt allowed in
group AT 1) hd =
16 of which: instrument issued by subsidiaries subject to phase out - -
17 __|ATI before regulatory adjustments hd -
18  |Total regulatory adjustment applied to AT capital (Note 40.6) - -
19 _ [Additional Tier 1 capital after regulatory adjustments - -
20 |Additional Tier 1 capital recognized for capital adequacy - -
21 |Tier 1 Capital (CET1 + admissible AT1) (11+20) 10,155,720 | | 10,580,250 |
Tier 2 Capital - by
22 |Qualifying Tier 2 capital instruments under Basel ITI plus any related share premium - -
23 |Tier 2 capital instruments subject to phaseout arrangement issued under pre-Basel 3 rules - -
24 |Tier 2 capital instruments issued to third parties by consolidated subsidiaries (amount altowed in group tier 2) - -
25 of which: instruments issued by subsidiaries subject to phase out - -
26  ]General provisions or general reserves for loan losses-up to maximum of |1.25% of Credit Risk Weighted
Assets 214 217
27 |Revaluation Reserves (net of taxes) - -
28 of which: Revaluation reserves on fixed assets - -
29 of which: Unrealized gains/losses on AFS 64,458 186,318
30 [Foreign Exchange Translation Reserves - -
31 |Undisclosed/Other Reserves (if any) - -
32 __|T2 before regulatory adjustments 64,672 186,535
33 __|Total regulatory adjustment applied to T2 capital (Note 40.7) - -
34 |Tier 2 capital (T2) after regulatory adjustments - h
35___|Tier 2 capital recognized for capital adequacy - -
36  |Portion of Additional Tier 1 capital recognized in Tier 2 capital - -
37 |Total Tier 2 capital admissible for capital adequacy 64,672 186,535
38 |TOTAL CAPITAL (T1 + admissible T2) (21+37) 10,220,392 10,766,785
39 |Total Risk Weighted Assets (RWA) {for details refer Note 40.11} 33,961,701 | | 34,049,239 |
Capital Ratios and buffers (in percentage of risk weighted assets)
40 ICET1 to total RWA 29.90% 31.07%
41  |Tier-1 capital to total RWA 29.90% 31.07%
42 |Total capital to total RWA 30.09% 31.62%
43 |Bank specific buffer requirement (minimum CET! requirement plus capital conservation buffer plus any other
buffer requirement) 6.65% 6.25%
44 of which: capital conservation buffer requirement 0.65% 0.25%
45 of which: countercyclical buffer requirement 0.00% 0.00%
46 of which: D-SIB or G-SIB buffer requirement 0.00% 0.00%
47 __{CET]I available to meet buffers (as a percentage of risk weighted assets) 29.90% 31.07%
National minimum capital requirements prescribed by SBP
48 |CET1 minimum ratio 6.00% 6.00%
49 _ |Tier 1 minimum ratio 7.50% 7.50%
50 {Total capital minimum ratio . 10.65% © 10.25%

\C%Mg 7




\ i

2016 2015
{Rupees in '000)
Amount Amounts Amount
subject to Pre-
Regulatory Adjustments and Additions! Information Basel 111
40.5 Common Equity Tier 1 capital: Regulatory ad}
1 Goodwiil (net of related deferred tax liability) 5
2 TAllother intangibles (ct of any sssociated deferved tax fability) -
3 Shortfall in provisions agsinst classifiedassets | 0. -
4 Deferred tax assets that rely on future profitability excluding those arising from temporary differences (net of related tax
faoiityy o000y -
5 Defined-benefit pension fund netagsets | - 1 1 —
6 Reciprocal cross holdings in CET1 capital instruments of banking, financial and insuranceentities | .
7 Cash flow hedge reserve -— e o -
8 L in own shares/ CET1 instruments
9 Securitization gain on sale
10 Capital shortfall of regulated subsidiari
11 Deficit on account of revaluation from bank's holdings of fixedassets/ AFS | 1 -
12 Investments in the capml of banking, fi ialand i entities ue outside the scope of regulatory
consohdauon.wheretlwbmkdoclnolownmotethmlo%ofthemuedlhucclpl sbove 10% threshold)
13 ngmﬁcmt mveslmenumthe stocks of banking, financial and i mTiﬁel that are outside the scope of
id: [{ above 10% Ihmhold\ ....... -
T Defored Tox Asesaisin o temporsry ifrence smoust shov 10% Bl s of eed Ty~ || 1=~ " -
15 Amount exceeding iS% theeshold 0000000000l 0 4
16 of which: significant investments in the common stocks of financialentities | ¢ -
17 of which: deferred tax asscts arisiag from temporarydifferences [ 0000000000000 1 1 -
18 Nanonll specific regulatory adjustments applicd to CET1 copil o -
19 Investments in TFCs of other banks exceeding thepresenbed tiit [ =~~~ | 1 - - -
20 Any other deducnon specified by SBP (mentiondetals) 000000000000y 0 p o -
21 Adj nt to CET1 due to insufficient AT and Tier 2 to cover deductions
22 Total regulatory adjustments applied to CET1 (sum of | to 21) - 0
40.6 Additional Tier-1 & Tier-1 Capital: regulatory adjustments
23 Investment in mutual funds exceeding the ibed limit [SBP ific adi
24 Investment ment in own AT1 capital instruments .
25 Reciprocal cross holdings in Additional Tier 1 capital i of banking, financial and i entities  F .
26 Investments in the cnpxul instruments of banking, financial and insurance entities that are outside the scope of regulatory i
jconsolidation, where the bank docs not own more than 10% of the issucd share capital (. above 10% threshold) i
27 Significant investments in the capits] instruments of banking, fi ial and entitics that are outside the scope of] !
g L e i -
28 Portion of deduction applied 50:50 to Ticr-1 and Tier-2 capital based on pre-Basel Il treatment which, during i )
transitional period, remain subject to deduction from additional tier-lcapieal | 0000000} 4 1
29 Adj to Additional Tier | due to insufficient Tier 2 to cover deductions
30 Towwry adjustment applied to AT1 capital (sumof23 to 29)
40.7 Tier2 Capital: regulatoryadjustrvents T —————1
31 Portion of deduction applied 50:50 to Tier-1 and Tier-2 capital based on pre-Basel I treatment which, during i
ansitional period, remain subject to deduction fomter2capit | 0000 | -} —
32 Reciprocal cross holdings in Tier 2 instruments of banking, financial and insurance entitics
33 Investment in own Ticr Jcapitalinsgument ___ ~~~ ~~ 1~~~ T 4{—————
34 Investments in the capital i of banking, fi | and insurance entitics that are outside the scope of regulatory |
lidation, where the bank does not own more than 10% of the issued share capithl (amount above 10% threshoid) i
35 Significant investients i m thc capital i issued by banking, fi ial and i entities that are outside the | | —!
scope of regulatory i _____.___!
36 Total regul Y adjustment applied to T2 capital (sum of 31 to 35)
2016 - 2015
(Rupees in '000)
Amount Amount
40.8 Additional Information
Risk Weighted Assets subject to pire-Basel I1I treatment
37 Risk weighted assets in respect of deduction items (which during the transitional period will be risk weighted subject
to Pre-Basel I T ) - -
(i) of which: deferred tax asscts - -
(ii) of which: Deﬁned—beneﬁt pension fund net assots b b
(i) of which: R ized portion of i in capital of banking, fi ial and i entitics where holding is
less than 10% of the um.led share capital of the entity - -
(iv) of which: Recognized portion of investment in capital of banki g, fi ial and i entities where holding is
more than 10% of the issued share capital of the eatity - -
Amou-u below the thresholds for deduction (before risk weighting)
38 N mtmvcmnentsmtlwggmlofoduﬁmnmdmna - .
39 Si lﬁcantmvemumdtecommannockofﬁmmalmmm . b
40 Defcn'ed tax assets arising f'mmlﬁmdlﬁ'em (net of related tax liability) - .
ficabl cluumehdnﬂmﬁmh_ghmz
41 Provmom ligible for inclusion in Tier 2 in respect of exp subject to standardized approach (prior to application of]
cap) - -
42 Cap on inclusion of provisions in Tier 2 under dardized approach - -
43 Provisions eligible for inclusion in Tier 2 in pect of exp subject to i | ttings-based approach (prior to
li of cap) . -
Cap for inclusion of provisions in Tier 2 under internal ratings-based approach - -




- 40.9  Capital Structure Reconciliation

Table: 40.9.1 Balance sheet Unde}'
of the published| regulatory
financial scope of
statements consolidation
(in thousand PKR) As at December| As at December
31, 2016 31, 2016
?) &)

Cash and balances with treasury banks 5,480,867 5,480,867
Balanced with other banks 1,542,895 1,542,895
Lending to financial institutions 13,325,003 13,325,003
Investments - net 66,676,243 66,676,243
Advances - net 21,421,510 21,421,510
Operating fixed assets 579,296 579,296
Deferred tax assets - net 133,999 133,999
Other assets 2,890,571 2,890,571
Total assets 112,050,384 112,050,384
Bills payable 2,524,303 2,524,303
Borrowings 18,394,904 18,394,904
Deposits and other accounts 75,076,382 75,076,382
Sub-ordinated loans - .
Liabilities against assets subject to finance lease - -
Deferred tax liabilities - -
Other liabilities 5,834,617 5,834,617
Total liabilities 101,830,206 101,830,206
Share capital/ Head office capital account 6,812,671 6,812,671
Reserves 168,704 168,704
Unappropriated/ Unremitted profit/ (losses) 3,174,345 3,174,345
Minority Interest - -
Surplus on revaluation of assets 64,458 64,458
Total liabilities & equity 112,050,384 112,050,384

t(-/)‘\r\« STLy




Table: 40.9.2

Cash and balances with treasury banks

Balance sheet as
in published
financial
statements

Under
regulatory scope
of consolidation

Reference

. As at December
31, 2016

As at December
31, 2016

Q)

(8]

5,480,867

5,480,867

Balanced with other banks

1,542,895

1,542,895

Lending to financial institutions

13,325,003

13,325,003

Investments - net
of which: Non-significant investments in the capital instruments of
banking, financial and insurance entities exceeding 10% threshold
of which: significant investments in the capital instruments issued
banking, financial and insurance entities exceeding regulatory thresho
of which: Mutual Funds exceeding regulatory threshold
of which: reciprocal crossholding of capital instrument (separate for
CETI, AT1, T2)
of which: others (mention details)

66,676,243

66,676,243

Advances - net
shortfall in provisions/ excess of total EL amount over eligible
|provisions under IRB

general provisions reflected in Tier 2 capital

21,421,724

21,421,724

214

214

Fixed Assets

579,296

579,296

Deferred Tax Assets - net
temporary differences

threshold

133,999

133,999

of which: DTAs that rely on future profitability excluding those arising from

of which: DTAs arising from temporary differences exceeding regulatory

Other assets
of which: Goodwill
of which: Intangibles
of which: Defined-benefit pension fund net assets

2,890,571

2,890,571

Total assets

Ibilities ¢
Bills payable

112,050,384

112,050,384

2,524,303

2,524,303

Borrowings

18,394,904

18,394,904

Deposits and other accounts

75,076,382

75,076,382

Sub-ordinated loans
of which: eligible for inclusion in AT
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

5,834,617

5,834,617

Total liabilities

101,830,206

101,830,206

Share capital
of which: amount eligible for CET1
of which: amount eligible for AT1

= jo o jo

6,812,671

6,812,671

Reserves

of which: portion eligible for inclusion in CET] (provide breakup)
of which: portion eligible for inclusion in Tier 2

168,704

168,704

Unappropriated profit/ (losses)

3,174,345

3,174,345

Minority Interest
of which: portion eligible for inclusion in CET]
of which: portion eligible Jor inclusion in AT1
of which: portion eligible for inclusion in Tier 2

Surplus on revaluation of assets
of which: Revaluation reserves on Fixed Assets
of which: Unrealized Gains/Losses on AFS
In case of Deficit on revaluation (deduction from CETI)

64,458

64,458

aa

ab

Total liabilities & Equity

112,050,384

lep—o gy

112,050,384




Basel III Disclosure Template (with added column)
Component of | Source based on
regulatory reference number
Table: 40.9.3 capital reported | from step 2
by bank
1 | Fully Paid-up Capital/ Capital deposited with SBP 6,812,671
2 | Balance in Share Premium Account - ()
3 | Reserve for issue of Bonus Shares -
4 | General/ Statutory Reserves 168,704 )
3 | Gain/(Losses) on derivatives held as Cash Flow Hedge -
6 | Unappropriated/unremitted profits/ (losses) 3,174,345 (w)
7 |Minority Interests arising from CET]1 capital instruments issued to third party
by consolidated bank subsidiaries (amount allowed in CET1 capital of the (x)
consolidation group) -
CET 1 before Regulatory Adjustments 10,155,720
4| Comnion; :
Goodwill (net of related deferred tax liability) G)-(0)
All other intangibles (net of any associated deferred tax liability) - : &) -(p)
Shortfall of provisions against classified assets @
Deferred tax assets that rely on future profitability excluding those arising from {(h) - (r} *x%
temporary differences (net of related tax liability) »
13 | Defined-benefit pension fund net assets {D- (@} *x%
14 | Reciprocal cross holdings in CET1 capital instruments @
15 | Cash flow hedge reserve
16 | Investment in own shares/ CET1 instruments
17_| Securitization gain on sale
18 | Capital shortfall of regulated subsidiaries
19 [ Deficit on account of revaluation from bank's holdings of fixed assets/ AFS (ab)
20 |investments in the capital instruments of banking, financial and insurance
entities that are outside the scope of regulatory consolidation, where the bank (a) - (ac) - (ae)
does not own more than 10% of the issued share capital (amount above 10%
21 | Significant investments in the capital instruments issued by banking, financial
and insurance entities that are outside the scope of regulatory consolidation (b) - (ad) - (af)
(amount above 10% threshold)
22 | Deferred Tax Assets arising from temporary differences (amount above 10%
threshold, net of related tax liability) ()]
23 | Amount exceeding 15% threshold
24 of which: significant investments in the common stocks of financial entities
25 of which: deferred tax assets arising from temporary differences
26 | National specific regulatory adjustments applied to CET] capital
27 of which: Investment in TFCs of other banks exceeding the prescribed limit
28 of which: Any other deduction specified by SBP (mention details)
29 |Regulatory adjustment applied to CET1 due to insufficient AT1 and Tier 2 to
cover deductions
30_| Total regulatory adjustments applied to CETT (et of S 15 29) T
31 | Con Wty 10,155,720
¥ Kadifonal e T (AT Caph
32 _| Qualifying Additional Tier-1 instruments plus any related share premium -
33 of which: Classified as equity - (t)
34 of which: Classified as liabilities - (m)
35 |Additional Tier-1 capital instruments issued by consolidated subsidiaries and
held by third parties (amount allowed in group AT 1) - 82)
36 of which: instrument issued by subsidiaries subject to phase out
37 | AT! before regulatory adjustments

U—{kM STy




Basel III Disclosure Template (with added column)

Table: 40.9.3

Additional Tt ¥ AP g s toryean ety SRR

38

Investment in mutual funds exceeding the prescribed limit (SP g
adjustment)

Component of
regulatory
capital reported
by bank

Source based on
reference number
from step 2

39

Investment in own AT capital instruments

40

Reciprocal cross holdings in Additional Tier 1 capital instruments

41

Investments in the capital instraments of banking, financial and i ce
entities that are outside the scope of regulatory consolidation, where the baqk
does not own more than 10% of the issued share capital (amount pbove 10%

(ac)

42

Significant investments in the capital instruments issued by banking, financial
and insurance entities that are outside the scope of regulatory consolidation

(ad)

43

Portion of deduction applied 50:50 to core capital and supplementary capital
based on pre-Basel III treatment which, during transitional period, remain
subject to deduction from tier-1 capital

Regulatory adjustments applied to Additional Tier 1 due to insufficient Tier 2
to cover deductions

45

Total of Regulatory Adjustment applied to AT1 capital (sum of 38 to 44)

46

Additional Tier 1 capital

47

48

49

Qualifying Tier 2 capital instruments under Basel ITI plus any re
premium

share

10,155,720 |

50

Capital instruments subject to phase out arrangement from tier 2
instruments)

(Pre-Basel 111

)

51

Tier 2 capital instruments issued to third party by consolidated subsidiaries
(amount allowed in group tier 2)

()

52

of which: instruments issued by subsidiaries subject to phase ont

33

of Credit Risk Weighted Assets

General Provisions or general reserves for loan losses-up to maximum of 1.25%

214

®

54

Revaluation Reserves

55

of which: Revaluation reserves on fixed assets

56

of which: Unrealized Gains/Losses on AFS

64,458

portion of (aa)

57

Foreign Exchaggg Translation Reserves

(2]

58

Undisclosed/Other Reserves (if any)

59

T2 before regulatory adjustments

TierZC

60

Portion of deduction applied 50:50 to core capital and supplementary capital
based on pre-Basel Il treatment which, during transitional period,|remain
subject to deduction from tier-2 capital

64,672

61

Reciprocal cross holdings in Tier 2 instruments

62

Investment in own Tier 2 capital instrament

63

Investments in the capital instruments of banking, financial and insurance
entities that are outside the scope of regulatory consolidation, where the bank

does not own more than 10% of the issued share capital (amount above 10%
threshold)

(ae)

Significant investments in the capital instruments issued by banki g, financial
and insurance entities that are outside the scope of regulatory consplidation

(af)

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

Tier 2 capital (T2)

64,672

Tier 2 capital recognized for capital adequacy

64,672

Excess Additional Tier 1 capital recognized in Tier 2 capital

Total Tier 2 capil admissible for capital ade

f(PL A ban

64,672

10,220,392




Note 40.10

Main Features Template of Regulatory Capital Instruments

Disclosure template for main features er regulatory capital instruments
Main Features Government Securities
1 |Issuer Government of Pakistan
2 |Unique identifier (eg KSE Symbol or Bloomberg identifier etc.) N/A
3 _[Governing law(s) of the instrument State Bank of Pakistan
Regulatory treatment
4 Transitional Bascl Il rules Common Equity Tier 1
5 Post-transitional Basel I rules Common Equity Tier 1
6 Eligible at solo/ group/ group&solo Solo
7 Instrument type Government Securities
8 |Amount recognized in regulatory capital (Currency in PKR
thousands, as of reporting date) 6,812,671
9 |Par value of instrument N/A
10 |Accounting classification Head Office Capital Account
11 |Original date of issuance Various
12 |Perpetual or dated Dated
13 Original maturity date Various
14 |Issuer call subject to prior supervisory approval N/A
15 Optional call date, contingent call dates and redemption amount N/A
16 Subsequent call dates, if applicable N/A
Coupons / dividends
17 Fixed or floating dividend/ coupon N/A
18 coupon rate and any related index/ benchmark N/A
19 Existence of a dividend stopper N/A
20 Fully discretionary, partially discretionary or mandatory N/A
21 Existence of step up or other incentive to redeem N/A
22 Noncumulative or cumulative N/A
23 |Convertible or non-convertible N/A
24 If convertible, conversion trigger (s) N/A
25 If convertible, fully or partially N/A
26 If convertible, conversion rate N/A
27 If convertible, mandatory or optional conversion N/A
28 If convertible, specify instrument type convertible into N/A
29 If convertible, specify issuer of instrument it converts into N/A
30 |Write-down feature N/A
31 If write-down, write-down trigger(s) N/A
32 If write-down, full or partial N/A
33 If write-down, permanent or temporary N/A
34 If temporary write-down, description of write-up N/A
35 |Position in subordination hierarchy in liquidation (specify
instrument type immediately senior to instrument N/A
36 |Non-compliant transitioned features N/A
37_[If yes, specify non-compliant features N/A

(%s’ér




40.11 Risk Weighted Assets

The capital requirements for the banking group as per the major risk categories

should be indicated in the manner given below:-

Capital Requirements Risk Weighted Assets
2016 2015 2016 2015
Credit Risk
On-Balance sheet
Portfoli bi tardized 1 (Simple or C hensive)
Cash and other liquid Assets 33,822 17,850 317,582 178,501
Money at call / Repurchase agresment lendings 13,813 98,476 129,696 984,759
Investments - - - -
Loans and Advances 1,213,089 1,204,021 11,390,510 12,040,207
Fixed Assets 61,695 45,833 579,296 458,331
Deferred tax assets - net 35,677 50,272 334,995 502,718
Other Assets 16,756 15,594 157,334 155,944
1,374,852 1,432,046 12,909,413 14,320,460
e.g. Corporate, Sovereign, Corporate, Retail, Securitization etc.
Off-Balance sheet
Loan Repayment Guarantees - - - -
Purchase and Resale Agreements 13,993 1,420 131,393 14,196
Commitment in respect of forwerd purchase contract of government security - - - -
Performance Bonds etc 52,902 54,192 496,733 541,920
Shipping 73 68 683 684
Revolving underwriting Commitments 60,934 38,687 572,147 386,867
Stand By Letters of Credit 442,934 576,779 4,159,005 5,767,793
Commitment in respect of Cross Cutrency and interest rate derivative contracts 3,416 2,322 32,077 23,222
Commitment in respect of Foreign currency options - - - -
Outstanding Foreign Exchange Contracts 83,196 87,049 781,184 870,490
Commitments in respect of capital expenditure 5,665 11,588 53,192 115,884
663,113 772,105 6,226,414 7,721,056
Credit Risk-weighted Exposures 2,037,965 2,204,151 19,135,827 22,041,516
Equity Exposure Risk in the Banking Book
Under simple risk weight method - - - -
e.g. Listed, Unlisted
Under Internal models approach - - . -
Market Risk
Capital Requirement for portfolios sudject to Standardized Approach
Interest rate risk 210,457 67,611 . 2,630,711 845,151
Equity position risk - . C -
Foreign Exchange risk 55,776 88,330 - 697,196 1,104,127
Operational Risk
Capital Requirement for operational risks - 919,837 804,676 11,497,967 10,058,445
TOTAL 3,224,035 3,164,768 33,961,701 34,049,239
2016 2015
Capital Adequacy Ratios Required || Actual Required || Acwaal
C'ETl to total RWA 6.00% 29.90% 6.00% 31.07%
Tier-1 capital to total RWA 7.50% 29.90% 7.50% 31.07%
Total capital to total RWA 10.65% 30.09% 10.25% 31.62%

1%@"[‘[:‘




41

41.1

41.1.1

41.1.2

41.1.3

\

RISK MANAGEMENT

The Head office capital account of the Bank for the year

December 31, 2016 stands at Rs 6.813 billion and is

in compliance with the SBP requirement for the said year. In addition the banks are also required to maintain a
minimum Capital Adequacy Ratio (CAR) of 10.65% of the risk weighted exposures of the Bank. The Bank's CAR as
at December 31, 2016 was 30.09% of its risk weighted exposure.

These standards are governed by specific policies whic:

Risks are measured using defined methodologies.

business areas.

liquidity and operational risks.

are defined and documented.

Limits for credit, market and liquidity risks are approved by Risk Management, which is “independent” of the

Dedicated risk management and control functions are in place for credit (Corporate and Consumer), market,

Additionally, Risk Manageraent maintains oversight of the regulatory, economic, reputational and legal risks

associated with the above-mentioned risk areas.
Credit risk

This represents the potential for financial loss resulting fro
financial or contractual obligations arising out of activities
securities transaction and settlement.

Corporate credit risk
This risk is managed through the following:

Single centre of control for each credit relationship that

acceptable standards (both borrower and industry speci
capital alignment.

Documented target market and portfolio concentration }

the failure of a borrower or counterparty to honour its
hich include lending, sales and trading, derivatives,

coordinates credit activities with the borrower.

mits that establish the credit appetite and minimum
c), provide portfolio diversification and maintain risk /

Consistent standards for credit origination, documentati

Maintenance of accurate and consistent borrower risk
validated) or approved scoring methodologies after

Periodic stress testing of the credit portfolio based on

Consumer credit risk

n and remedial management.

ings through use of statistical models {periodically

ing into consideration the available credit risk mitigates.

erging or expected risk events,

Independent credit risk management is responsible for establ shing the Consumer credit policy, approving specific

policies and procedures, providing ongoing assessment of C
Consumer Credit Cycle management entails the following:

Product approval.

Consistent and prudent underwriting standards.

Reliable and accurate Management Information System

Effective anti-fraud controls to minimize fraud losses.
Credit Risk - General Disclosures

The Bank has adopted standardised approach for calculation
requirement.

Sqi¢

msumer portfolio risk and approving new products. The

Robust account management policies to manage the portfolio.

Efficient collection and recovery unit to ensure acceptable loss norms.

0 support informed decision making.

of capital charge against credit risk in line with SBP




-

Under standardized approach the capital requirement is based on

the credit ratings assigned by ECAIs and has recognized agenci

41.1.4 Credit Risk: Disclosures for portfolio subject to the Standardised Approach

the credit rating assigned @o the counterparties by the External

Credit Assessment Institutions (ECAISs) duly recognized by SB%T:’ capital adequacy purposes. In this connection, Bank utilizes

(Japan Credit Rating Company - Vital Information System), M
SBP.

Types of exposures and ECAI's used:

such as PACRA (Pakistan Credit Rating Agency), JCR-VIS
y's and Standard & Poors which are also recognized by the

Exposures JCR-VIS  PACRA Standard Moody's
' | & Poors

Corporate v v N/A N/A

Banks v v v v

SME's v v N/A N/A

Public Sector Entities (PSEs) v v N/A - N/A

Use of ECAI Ratings

The Bank prefers solicited ratings over unsolicited ratings at all r

associated with solicited ratings as compared to unsolicited ratin;
solicited rating is not available.

Mapping to SBP Rating Grades

The selected final ratings (after application of the principles stated

rating grades given by the SBP. In this regard, the mapping tables
are given below: :

Long - Term Rating Grades Mapping

es, owing to the greater Jegree of accuracy (in general)
. Unsolicited ratings may only be used in cases where a

above) for all exposures nked to be translated to the standard
to be used for converting ECAI ratings to SBP rating grades

SBP Rating grade Fitch Moody’s S&p PACRA JCR-VIS ECA
Scores
1 AAA Aaa AAA | AAA AAA 0
AA+ Aal AA+ - AA+ AA+ 1
AA Aa2 AA L AA AA
AA- Aa3 AA- AA- AA-
2 A+ Al A+ A+ A+ 2
A A2 A A A
A- A3 A- CA- A-
3 BBB+ Baal BBB+ 'BBB+ BBB+ 3
BBB Baa2 BBB . BBB BBB
BBB- Baa3 BBB- BBB- BBB-
4 BB+ Bal BB+ | BB+ BB+ 4
BB Ba2 BB ' BB BB
BB- Ba3 BB- BB- BB-
5 B+ B1 B+ B+ B+ 5
B B2 B B B 6
B- B3 B-  B- B-
6 CCC+and Caaland CCC+and | CCC . CCC 7
below below below 1 CC CcC
C C
D
Short - Term Rating Grades Mapping
I SBP Rating Grade Fitch Moody’s S&P PACRA JCR-VIS
CWS"W S1 F1 P-1 A-1+ A-l+ A-l+
[ A-1 A-1 A-1
s2 F2 P-2 A2 A2 A2
83 F3 . P33 'A-3 A3 A-3
S4

Others Others Others Others Others




41.1.6

+ 4115 Credit Exposures subject to Standardised approach
For exposure amounts after risk mitigation subject to the standardized approach, amount of bank's / DFT's outstanding (rated & unrated)
in each risk bucket as well as those that are deducted are as follows:
2016 2015
Exposures Rating Amount Deduction Net Amount Deduction Net
Category  Outstanding CRM amount Outstanding CRM amount
(Rupees '000)
Corporate 1 5,887,647 . 5,887,647 5,364,494 - 5,364,494
p2 152,230 - 152,230 332,369 - 332,369
34 - - - - - -
Unrated 64,298,267 (51,225) 64,247,042 63,362,155 (297,774) 63,064,381
Banks i 28,307,269  (25,458,959) 2,348,310 10,010,873 (9,129,268) 881,605
2 23,186,599 - 23,186,599 25,767,728 - 25,767,728
k| - - . - - -
s - - - - - » -
Unrated 130,343 - 130,343 4,818,086 - 4,818,086 .
Sovereigns etc 49,859,185 - 49,859,185 47,491,444 - 47,491,444
4,5 9,003 - 9,003 23,816 - 23,816
Public sector entities 1 945,545 - 945,545 4,784,231 - 4,784,231
23 - - - - - -
Unrated - - - - - -
Retail Unrated 118,903 - 118,903 225,714 - 225,714
Mortgage Unrated 314,836 - 314,836 329,558 - 329,558
Others Unrated - - - . - -
CRM= Credit Risk Mitigation
Credit Risk: Disclosures with respect to Credit Risk Mitigation for Standardised Approach

41.1.7

e gy

The Bank has adopted the Comprehensive Approach of Credit Risk tigation for the Banking Book. In instances where the Bank’s
exposure on an obligor is secured by collateral that conforms to the eligibility criteria under the Comprehensive Approach of CRM, then

the Bank reduces its exposure under that particular transaction by
calculation of capital requirement i.e. risk weight of the collateral ins

the counter party.

ing into account the risk mitigating effect of the collateral for the
t securing the exposure is substituted for the risk weight of

The Bank accepts cash, lien on deposits, government securities under the Comprehensive Approach of Credit Risk Mitigation. The Bank

has in place detailed guidelines with respect to valuation and manag
mitigation benefit, the Bank uses realizable value of eligible collat

t of various collateral types. In order to obtain the credit risk
to the extent of outstanding exposure.

Counterparty ratings are obtained through the two local SBP authorized External Credit Rating Agencies; JCR VIS and PACRA and
other international sources such as Standard and Poor's and Moody's. Credit risk assessment and the continuous monitoring of
counterparty and portfolio credit exposures is carried out by the Credit/Risk Management function.

The wholesale portfolio, which includes corporate and commercial are ideally collateralized by cash equivalents, fixed and current assets
including property plant and equipment and land. Loans to individuals are typically secured by autos for car loans and private or income
producing real estate is secured by a mortgage over the relevant property. ‘

Credit concentration risk

Credit concentration risk arises mainly due to concentration of expos
single/group borrower exposures. Within credit portfolio, as a prudenti
concentration of risks, the SBP has prescribed regulatory limits on

under various categories viz. industry, geography, and
measure aimed at better risk management and avoidance of
s’ maximum exposure to single borrowers and group borrowers.




. 41.1.8 Leverage ratio

The State Bank of Pakistan (SBP) through its BPRD Circular No. 06 of 2013 has issued instructions regarding implementation of parallel
run of leverage ratio reporting and its components from December 31, 2013 to December 31, 2017. During this period the ﬁnal.
calibration, and any further adjustments to the definition, will be comp with a view to set the leverage ratio as a seperate capital
standard on December 31, 2018. Banks arc required to disclosed the leverage ratio from December 31, 2015:

The Basel III leverage ratio is defined as the capital measure (the n tor) divided by the exposure measure (the denominator), with -

this ratio expressed as a percentage:
Leverage Ratio = Tier 1 capital (after related deductions)
Total Exposure
As at December 31, 2016 the Bank's Leverage ratio stood at 6.29% which is well above the minimum requirement of 3.0%.
2016 2015

~———{(Rupees in 000)-—
On Balance Sheet Assets
Cash and balances with treasury banks 5,480,867 4,809,308 |
Balances with other banks 1,542,895 704,912
Lendings to financial institutions 13,325,003 8,464,057
Investments 66,676,243 48,585,117 |
Advances 21,421,510 21,389,597
Operating fixed assets 579,296 458,331
Deferred tax assets 133,999 201,088
Financial Derivatives (A.1) 1,226,119 920,814
Other assets 1,664,452 3,110,261
Total Assets (A) 112,050,384 88,643,485
Derivatives (On-Balance Sheet)
Interest Rate 130,272 76,673
Equity - -
Foreign Exchange & gold ' 1,095,847 844,141
Precious Metals (except gold) - ’ -
Commodities - -
Credit Derivatives (protection brought & sold) - -
Any other derivatives - -
Total Derivatives (A.1) 1,226,119 920,814
Off-Balance Sheet items excluding derivatives
Direct Credit Substitutes (i.e. Acceptances, general guarantees for indebtness etc.) 3,159,757 6,521,122
Performance-related Contingent Liabilities (i.e. Guarantees) 2,050,055 2,253,467
Trade-related Contingent Liabilities (i.e. Letter of Credits) 6,018,564 6,456,746
Lending of securities or posting of securties as collaterals 13,386,447 5,659,343
Undrawn committed facilities (which are not cancellable) 3,930,698 1,947,363
Unconditionally cancellable commitments (which can be cancelled at any time without notice) 5,810,080 6,115,012
Commitments in respect of operating leases - -
Commitments for the acquisition of operating fixed assets 53,192 115,884
Other commitments 13,447,883 6,284,460
Total Off-balance sheet items excluding derivatives (B) ‘ 47,856,676 35,353,397
C) Commitments in respect of Derivatives - Off Balance Sheet Items

(Derivatives having negative fair value are alsomluded)
Interest Rate 29,500 29,500
Equity - -
Foreign Exchange & gold 1,417,216 1,628,534
Precious Metals (except gold) - -
Commodities - -
Credit Derivatives (protection sold and bought) - -
Other derivatives = —
Total Derivatives (¢) 1,446,716 1,658,034
Tier-1 Capital 10,155,720 10,580,250
Total Exposure (sum of A, B and (0) 161,353,776 125,654,916
Leverage Ratio 6.29% 8.42%
(e =« 4




41.1.9

- 41.1.9.1

41.1.9.2

Segmental information

Segments by class of business

Food manufacturing

Textile

Chemical and pharmaceuticals

Cement

Footwear and Leather garments
Automobile and transportation equipment
Electronics and electrical appliances
Tobacco

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

Transport, Storage and Communication
Financial

Individuals

Others

Food manufacturing

Textile

Chemical and pharmaceuticals

Cement

Footwear and leather garments
Automobile and transportation eqtiipment
Electronics and electrical appliances
Tobacco

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

Transport, storage and communication
Financial

Individuals

Others

Segment by sector

Public / Government
Private

Public / Government
Private

* Contingent liabilities for the purpose of this note includes direct credit

contingent liabilities.

\ L\}\.A«C,ﬂ'*‘

2016
Advances (Gross) Deposits Contingent liabilities*
(Rupees in Percent (Rupees in Percent (Rupees in Percent
'000) '000) '000)
944,270 3.89% 2,378,944 3.17% 2,349,436 20.93%
1,827,663 7.52% 36,910 0.05% 141 0.00%
6,251,545 25.74% 8,912,722 '11.87% 2,083,681 18.56%

- 50 0.00% - 0.00%

73,174 - 0.00% - 0.00%

3,289,508 909,633 1.21% 848,916 7.56%

- 19,310,123 25.73% 348,529 3.10%

2,653 337 0.00% - 0.00%
957,194 4,010,661 5.34% 475,225 . 4.23%
9,026 481,891 0.64% - 0.00%
6,853,060 14,274,951 19.01%° 1,042,420 9.28%
- 2,094,639 2,79% 1,043,666 9.30%
589,798 318,139 0.42% . - 0.00%
3,490,584 22,347,382 29.77% 3,036,362 27.04%
24,288,475 l“.d;/:l 75,076,382 100.0% 11,228,376 100.0%
2015
Advances (Gross) Deposits Contingent liabilities*
(Rupees in Percent (Rupees in Percent (Rupees in Percent
'000) '000) '000)
2,739,007 4,343,935 7.04% 1,482,300 9.73%
2,137,077 56,183 0.09% 141 0.00%
5,471,026 7,915,475 12.82% 2,259,158 14.83%

- 1,364 0.00% - 0.00%

73,174 - 0.00% - 0.00%

567,482 221,976 0.36% 186,043 1.22%

- 14,805,424 23.98% 145,961 0.96%

1,001,779 28,770 0.05% 13,618 0.09%
1,119,270 4,029,207 6.53% 199,569 1.31%
9,026 355,069 0.58% 200 0.00%
9,499,116 10,458,778 16.94% 1,573,410 © 1033%
- 1,852,780 3.00% 4,520,528 29.68%
620,416 § 376,176 0.61% - 0.00%
1,223,114 5.00% 17,297,546 28.00% 4,850,408 __31.85%
24,460,487 100.0% 61,742,683 100.0% 15,231,336 100.0%
2016
Advances (Gross) Deposits Contingent liabilities*
(Rupees in Perceat (Rupees in Percent (Rupees in Percent
'000) '000) '000)

- o.oop/r.s 18,371 0.02% 1,000 0.01%
24,288,475 100.60% 75,058,011 99.98% 11,227,376 99.99%
24,288.475 100.0.& 75,076,382 100.0% 11,228,376 100.00%

2015

Advances (Gross) Deposits Contingent liabilities*

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

10,581 0.04% 476,027 0.77% 1,000 0.01%
24,449,906 99.96% 61,266,656 99.23% 15,230,336 99.99%
24,460,487 100.0% 61,742,683 100.0% 15,231,336 100.0%

substitutes, transaction related contingent liabilities and trade related




»

41.1.9.3 Details of non-performing advances and specific provisions by elass of business segment

2016 2015
Classified Specific Classified Specific
advances provisions held advances provisions held
(Rupees in '000)
Textile 1,714,054 1,714,054 1,818,915 1,818,915
Chemicals and pharmaceuticals 61,343 61,343 61,343 61,343
Individuals 152,828 152,828 165,236 . 165,236
Others 938,526 938,526 1,025,179 1,025,179
2866781 2866751 __ 3070673 3070673
41.1.9.4 Details of non-performing advances and
specific provisions by sector
Public / Government - - - -
Private 2,866,751 2,866,751 3,070,673 3,070,673
2,866,751 2,866,751 3,070,673 3,070,673
41.1.9.5 Geographical segment analysis
2016
Profit before Total assets Net assets Contingent
taxation employed employed liabilities*
(Rupees in '000)

41.2

1

Pakistan 5!1914&9 112,050,384 10,220,178 11,228,376
2015
Profit before Total assets Net assets | Contingent
taxation employed employed liabilities*
(Rupees in '000)
Pakistan 5,659,107 88,643,485 10,766,568 15,231,336

*Contingent liabilities for the purpose of this note includes direct credit substitutes, transaction related contingent liabilities and trade

related contingent liabilities.

Total assets employed include intra group items of Rs. 1,474.014 million (2015: Rs.5,481.015 million).

Market risk

Market risk is the risk of losses arising from fluctuation in the
sources of market risk are fluctuation in interest rates and foreign ex

nI‘l:“et value of trading and non-trading portfolios. The primary

ge rates.

Market risk is measured in accordance with the Bank’s established

dards, under which the business is required to establish, with

approval from independent market risk management, a market risk limnit framework, including risk measures, limits and controls, that
clearly defines approved risk profiles and is within the parameters of the Bank’s overall risk appetite. In all cases, businesses are
ultimately responsible for the market risk they take and for remaining within their defined limits.

Exposure (IRE). This measures the change in expected Net Interest

evenue from changes in market rates of interest. Market risk in

The Bank’s principal measure of earnings risk to earnings from non;{'ading portfolios due to interest rate changes is Interest Rate

trading portfolios is measured through a complementary set of tools,

The Bank uses the Standardized Approach to calculate capital ¢
Basel II. This approach covers the Bank’s trading portfolios, compri
securities classified under the trading portfolio.

gty

ncluding factor sensitivities, value-at-risk and stress testing,

for market risk as per the current regulatory framework under
ing off-balance sheet transactions including derivatives and




-

41.2.1

*

41.2.2

41.2.3

Foreign exchange risk

Foreign Exchange Risk is the risk of loss resulting from adverse movement in exchange rates. The Bank's pr‘incipal exchange rat'e
related contracts are forward foreign exchange conducts, cross ¢ y swaps and options. Non traded foreign e?(change risk arises
through the provision of banking products and services in foreign cy. The objectives of foreign exc%xange risk r.nanagemenf
function is to minimise the adverse impact of foreign exchange and liabilities mismatch and maximise the eamings observing
the limits set by the Bank. Exchange position arising from trading sctivities are monitored through foreign exchaflge hmxt§ on
aggregate and individual basis. Hedging strategies and mark to market valuations are used to mitigat.e exchange nslf resulting from
open positions. Overall exchange position risk is maintained in ance with the regulatory requirements prescribed by the State
Bank of Pakistan.

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

2016
Assets Liabilities * Off-balance Net foreign
sheet itemg currency
exposure
(Rupees in '000)
United States dollar 4,466,8 22,982,001 19,010,693 495,555
Great Britain pound 148,269 1,337 (96,429) 50,503
Japanese yen 407,987 454,587 58,678 12,048
Euro 33 S 314,445 3,145 26,985
Swiss Francs 12,860 - - 12,860
Other currencies 51 202,546 (727,780) (417,382)
Foreign currency exposure 5,887,178 23,954916 18,248,307 180,569
Pakistan rupee 106,163, 77,875,290 (18,248,307) (180,569)
Total currency exposure 112!050& 101,830,206 - -
2015 :
Assets Liabilities * Off-balance sheet Net foreign
items currency
exposure
(Rupees in '000)
United States dollar 9,474,075 6,839,047 (1,653,267) 981,761
Great Britain pound 177,411 9,168 (165,360) 2,883
Japanese yen 90,735 1 (82,679) 8.,075
Euro . 144,271 148,908 5,321 684
Swiss francs 14,723 - (1,965) 12,758
Other currencies 488,631 328,639 (497,114) (337,122)
Foreign currency exposure 10,389,866 7,325,763 (2,395,064) 669,039
Pakistan rupee 78,253,619 70,551,154 2,395,064 (669,039)
Total currency exposure 88,643 45 é__‘ 77,876,917 - -
Sk by
Includes head office capital account, unremitted profit and deficit on tevaluation of assets in Pakistan Rupees.
Equity position risk
The risk arising from taking long or short positions, in the trading book, in the equities and all instruments that exhibit market
behaviour similar to equities. The Bank does not maintain equity trading portfolio.
Mismatch of Interest Rate Sensitive Assets and Liabilities
Yield risk is the risk of decline in eamnings due to adverse movement

Interest rate risk is the risk that value of the financial instrament will
to the interest rate risk arises from mismatches of financial assets and
mature or reprice in a given period. The Bank manages these mis:
changes in gap positions can be adjusted.

Wl

gr(‘l.\f

f the yield curve.

ctuate due to changes in the market interest rates, Sensitivity
iabilities and off-balance sheet financial instruments that
es through risk management strategies where significant




is based on settlement

The position for on-balance sheet financial instruments is based on the earlier of: | repricing or date. The for off-balance sheet financial i
dates.
2016
Effective yleld Total Exposed to Yiekd / Intarest risk Noa-lnterest
/ tuterest rate Upwoimosth Overltc3 Overdteé Over ¢ Overite? Overltsd Over3teS OverStold  Abeve 10 bearing
% mouths menths  wenthete | years yours yoars years years """:l
yoar
(Rupees in '000)
Ow-balance 1heet fluancial lnstruments
Assets
Cash and balances with treasury banks - SA867 0466 B N - - - - . - 4560481
Balances with othes banks . 1,842,898 . - - - . - . - . 1,542,895
Lending to financial institutions S13% 13325063 | 13325003 B - - . . - - - .
Investmenis 669% 6647620 8,068,010 | 16,163,332 1347058 | 26531,203 | 13,556,410 368230 - . - -
Advances T44% 21421510 | 18,094,208 1,421,247 118 301,502 3,409 Jae688 25,343 738 235,572 36781
Other assets - 1,974,689 - . . - - - - - - 1,974,689
110421207 40407479 17584579 1284176 26,833,005 14,201,849 676918 2830 57,353 235512 8114736
Liabilities :
Bills payable - 2524363 - - B - - - - - - 1,524,303
ings from fnancial instivuti 1.52% 18394904 | 18304738 . . . - . - - - 90,166
Deposits and other accounts 1TI% 75076382 | 86,490,652 2172802 4,242,008 5,000 - - 1,000 . - 12,154,858
Othier lisbilities - 5,808,541 - - - - - - - - - 3,805,541
101,804,130 7479839 1172837 4,242,000 5,000 - - 3,000 . - 20,574,908
Ow-balance theet gap 3620077 (343%,711)  15411,747 (1957524) 26828008 14,201,349 676915 17343 $7383 DI {(12460,172)
Off-batance sheet flonncial lnstruments
Forwand exchange contracts - purchase 121436578 | 61475297 | 40,755,386 | 19,205,725 - - - - - - E
Forward exchango coatracts - sale 103510839 | S6339234 | 31360608 | 15,194,199 116,798 . - . - - -
Interest rate swape - long position £,961,228 - - s - - 5,900,000 - - -
Interest rate swaps - short position (5,961,229 - - (61,229) - - (5,900,000)) - - - .
Forward currency options - long position - - - - - - . - - - -
Forward curmency options - shost position . . . . . . . . . . X
Off-balance theet gap ; LUMTALT  UBIAEN TLUGI6 34,399,924 16798 - - - - - .
Total Yield / Interest Risk Semsltivity Gap 203567494 SII3AN  STSNTIN 3440100 26,544,800 14,201,849 676,913 17,343 57,383 235572 (11468,172)
Cumnlative Yield / Interest Risk Sensitivity Gap 83,923,020 171455731 203,893,831  IIGE30,634  I4S.040483  STITI0  ETITHL  MSTIL0NE  J4G01T666  230,5674%4
2015
Effective yield Toml Exposed to Vield / Interest risk Non-interest
/ inuerest o Upoimmth Owrltol Owrdwé Ovx6momhs Ovrito2  OvrZiod  Over3to5  Ova 5110 Above l0yeas  boaring
% months months 1 yeor years years yers years . Snancisl
insguments
(Rupees in 000)
On-balance shicet financial iustruments
Assets
Cash and balances with treasury banks - 4,809,308 754,138 . - B - - - B - 4,055,172
Balances with other banks 0.18% 704912 - . - - - - - . 704912
Lending to financial instinutions 6.92% 8,464,057 8,464,057 . . - . . . . . .
Invesunents 8.22% 428585117 | 3347646 | 8,975,108 795,729 8992210 | 2,265,680 | 18,240,740 5,968,007 . . .
Advances 8.74% 21389597 | 15,099,787 419,528 5,377,267 13,577 26,110 20,952 28,495 59,333 241,060 43,488
Othar assets - 2,493,511 - - - - - - - - - 2,493,511
. 86,446,502 27,665,625 9454633 6,172,99 9,005,787 2,291,790 18,261,692 5,996,502 59,333 241,060 7,297,083
Lisbilities
Bills payable - 1,766,257 - 1,766,257
Borrowings from finsncial institutions 236% 7,003,479 7,003,479 - . . . .
Deposits and other sccounts 3.88% 61,742,683 |  45,126462 5,493,439 308,500 5,000 - - 8,000 - 10,801,282
Other liabilities . 7,336,881 - - R . - . . . . 7,336,881
71,849,300 52,129,941 5493439 308,500 5,000 N - 8,000 - - 19,904,420
Om-balance sheet gap 8597202 (24,464316) 3,961,194 3,864,496 9,000,787 229179 18,261,602 5,988,502 59,333 241,060 (12,607,337)
Off-batauce sheet finsucial instrmments
Forward exchange contracts - purchase 99992028 | e4m3272 3802301 3,476,448 . . - -
Forward exchange coutracts - sale (102,542.9iT)| (35,768,602) (37.532496)]  (6,880,559) ' (2,361,260) - - °
Tnterest rate swaps - long position 6,003,675 - - - . 183,675 - 5,900,000
Interest rate swaps - short position {6,083,675) - - {183,675)] - {8,900,000)| - -
Forward currency options - short position - - - - . - - - -
Oft-balance sheet gap (2,550.889) 8944670  (5,730,18%)  (3,404,114)  (2,361,260) -
Total Yield / Interest Risk Sumsitivity Gap 6,046,313 (15,519646)  (1,768.991) 2,460,382 6,639,527 2,291,790 18,261,692 5,988,502 59,333 241,060 (12,607,337)
Cumulative Vield / Interest Risk Sensitivity Gap (3S15646) (I7288637)  (14628255)  (LISET2B)  (S.496,938) 12364754 18353256  18412,589 18,653,649 6,046,312
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2016 2015
41.2.4 Reconcilistion of assets and liabilities exposed to Yield / Interest Rate risk with total assets and liabilities {Rupees in '000)
Total financial assets as per note 41.2.3 110,421,207 86,446,502
Add: Non financial assets .
Operating fixed assets 579,296 458331
Deferred tax asset 133,999 201,088
Other assets 915,882 1.537.564
Totalassts 2 per of fnancial positi L0838 88603487,
Total liabilities as per note 41.2.3 ) 101,301,130 77.849.300
3:1: N9n _ﬁ‘n.ancnl liabilities 2907 27617
er liabilities
Total liabilities as per of fi ial positi 103,230,206 __ 11876917
413  Liquidity Risk
Liquidity risk is the potential for loss to the Bank arising from either its inability to meet its obligations or to fund i in assets as they fall due without incurring any un acceptable losses.
A uniform tiquidity risk policy exists for the Bank, under which there is a single set of standards for the of liquidity risk. of liquidity is performed on a daily
basis by the Treasurer and is monitored by independeat risk with ight by Country Asset and Liability Comiittee (ALCO): The objective of ALCO is to monitor and review the
overal! liquidity and balance sheet positions of the baak.
An annual funding and liquidity plan is approved by ALCO and independent risk management team. The plan includes analysis of the balance sheet, as weil as the icand b di
impacting the liquidity of the bank. As part of the plaa, liquidity limits, ratios and triggers are established and approved.
41.3.1 Maturities of Assets and Liabilities - Based on coniractus! maturity of the assets and liabilities of the Bank
2016
Total Upto 1 month Overito3 Over3toé Overé Overl1ta2 Over2to3 Over3to$ OverStol0 Above 10
months menths moaths to | years years years years years
year
(Rupees in '000)
Assets
Cash and balances with treasury banks $,480,367 5,159,378 108,642 212,100 250 - - - - -
Balances with other banks 1,542,895 1,542,395 - . - - - . - -
Lendings to financial institutions 13,325,903 13,325,003 - - - - - - - -
Investments 66,676,243 8,068,010 | 16,163,332 1,947,058 | 26,831,203} 13,598.410 368,230 - - .
Advances 21,421,510 13,095,113 1,423,080 339870 307,307 643,301 316,721 32,638 57353 235572
Operating fixed assets 579,196 12,558 77,980 39,176 61,3438 111,037 86,660 102,037 76,032 11,963
Deferred tax assets 133,999 2,233 4467 6,700 13,460 26,300 26,800 53,599 - -
Other assets 2,890,874 906,761 931,941 410,951 461,068 - 129,853 - - -
112,050,334 47,112,453 18,759,442 2,955,358 27,375,073 14,350,048 928,264 188,324 133,385 247,540
Liabilities .
Bills payable 2,524.303 2,524,303 - - - - - R - -
Borrowings from fi ial instituti 18,394.904 | 18,394,904 - - - - - - - -
Deposits and other accounts * 75,076.382 68,648,548 2,172,834 4,242,000 5,000 - - 8,000 | - -
Other liabilities $,834617 3,623,552 421,287 366,938 1,422,840 - - - - -
101,830 206 93,191,307 2,594,121 4,608,938 1,427,840 - - 8,000 - -
Net assets 10,220 178 (46,078,854 16,165.32 653,08 25.947.233 14,350,048 928,264 180,324 133,385 247,540
Represented by:
Head office capital account 6,312,671
Reserves 163.704
Unremitted profit 3,174 348
Deficit on fuation of ities - net 64458
10,220,178
2015
Tota: Upto i month Overito3 Overdtoé6 Over 6 Overlto2 Over2to3 Over3to 5 Over 510 10 Above 10
months months months to 1 years years years years years
year
{Rupees in '000)
Assets
Cash and balances with treasury banks 4,809,308 4,518,961 274,672 15,425 250 - - - - -
Balances with other banks 704912 704,912 - - - - - - . N
Lendings to financial institutions 8,464,057 8,464,087 - - - - . - - -
Investments 48,585,117 3,347,640 8,975,105 795,729 8.992.210 2,265,680 18.240.740 5,968,007 - -
Advances 21,389,597 18,064,193 856,033 316673 307,209 613374 606910 324812 59333 241.06)
Operatin fixed assets 458331 21,959 15,247 22,367 44,507 55171 43,089 48,697 41,974 165,320
Deferred tax assets 201,088 - - - - - - 201,087 - -
Other assets 4,031,078 1,074,144 1,577,207 337344 531,847 383.860 - 76,673 - -
83,643,485  36.195.872  11.698.264 1487538 9926023 3318085 18.890.739  6,619.276 101,307 406,381
Liabilities
Bills payable 1,766,257 | 1,766,287 -] - - - . B . .
Borrowings from financial institutions 7.00%,479 7.003.479 - - - - . . - .
Deposits and other accounts * 61,742,683 | 559277441 5.493.439 308.500 $.000 . . $.000 - -
Other liabilities 7,364,498 5310979 414,065 34011 1,323,957 1,486 - - - -
71876917 70.008 459 5,907,504 622,541 1.328.957 1,486 - 8.000' - -
Net assets 10,760,368 _ (33.812.587) 5,790,760 865,027 3,597,066 3316599 18890739 6611276 * 101,307 406381
Represented by:
Head office capital account 681,671
Reserves 164,791
Unremitted profit 3,602,788
Surplus on revaluation of ities - net 186,318
10,766,568

* Includes saving deposits which have been classified as maturing up to one month. However they are not expected to fall materially below their current level

(0, Ty




41.3.2 Maturities of Assets and Liabilities - Based on expected maturity of the assets and Habilities of the Bank

2016
Total Upto 1 month Overi1te3 Over3toé Over é Overito2 Over2tod Over3to5 OverStol0 Above 10
h ths to 1 years years years years years
year
(Rupees (a '000)
Assets
Cash and balances with treasury banks 8,480,367 5,159,878 108,642 212,100 250 - - - - :
Balances with other banks 1,542,898 1,542,898 - - - - - - - R
Lendings to fi ial instituti 13,325,003 | 13,325,003 - - - - N - - R
Investnents 66,676,243 8,068,018 | 16,163,332 1,947,658 1 26,531,203 | 13,598,410 368,230 - - s
Advances 21,421,516 | 18,095,116 1,423,081 339,870 307,307 613,801 316,721 32,688 £7,353 2 ,57:
Operating fixed assets 579,296 12,558 71,980 39,176 61,848 111,037 86,660 102,037 76,032 11,96
Deferred tax assets 133,999 2,233 4,467 6,700 13,400 26,300 26,800 53,598 - -
Other asscts 2,890,871 761 981,941 410,951 461,065 - 129,853 = = =
112,050,384  47,112451 18,759,443 2,985,858 27,375,073 14,350,048 928,264 188,324 133,388 24.7,541
Linbilities
Bills payable 2,524,303 1,524,303 - - - - - - . - a
Borrowings from financial institutions 18,394,904 | 18,394,904 - - - - - - - -
Deposits and other accounts 75,076,332 | 15,184,171 2,172,834 4,242,000 5,000 - - 53,472,377 - i
Other liabilitics 5,834,617 | 3,623,850 _ 421289 366,938 1,422 - : - hd hd
101,830,236 39,726,928 2,594,123 4,608,938 1,427,840 - - 53472377 - -
Net assets 20,178 1 928 133 7.
Represeated by:
tead office capital account 6,812,6M
Reserves 168,704
Unremitted profit 3,174,345
Deficit on revaluation of ities - net 64,458
10,220,178
2015
Total Upto I month Overito3 Over3twoé Over 6 Overito2 Over2to3 Over3tw s OverSto 10 Above 10
months months months to { years years years years years
year
(Rupees in '000)
Assets )
Cash and balances with treasury banks 4,809,308 4,518,961 274,672 15,428 250 - . - - -
Balances with other banks 704,912 704,912 - . - . - - - -
Lendings to financial institutions 8,464,057 8,464,057 - - - - - - . -
Investments 48,585,117 3,347,646 8,975,108 798,729 8,992,210 2,265,680 | 18,240,740 5,968,007 - ) -
Advances 21,389,567 5,030,281 856,033 316,673 307,209 613,374 606910 t 13,358,724 59,333 241,061
Operating fixed assets 458,331 21,959 15,247 22,367 44,507 35,171 43,089 48,697 41,974 165,320
Deferred tax assets 201,0¢8 - - - - - - 201,087 - -
Other assets 4,031,075 1,074,144 1,577,207 337344 581,847 383,860 - 76,673 - -
88,643,455 23,161,960 11,698,264 1,487,538 9,926,023 3,318,085 18,890,739 19,653,188 101,307 406,381
Liabitities
Bills payable 1,766,257 1,766,257 - - - B . - - .
B ings from financial instituti 7,003,479 | 7,003,479 . - - . . - . .
Deposits and other accounts 61,742,683 | 23,483,247 5,493,439 308,500 5,000 - - 32,452,497 ) - -
Other ligbitities 7,364,498 5,310,979 -414,065 314014 1,323,957 1,486 - - - N
77,876,917 37,563,962 5,907,504 622,511 1,328,957 1,486 - 32,452,497 i - -
Net assets 10,766,568 {14,402,002) 3,790,760 $65,027 $.597.066 3316599 18890739 {12,799.309) 101,307 406,381
Represented by:
Head office capital account 6,812,671
Reserves 164,791
Unremitted profit 3,602,783
Deficit on revaluation of securities - net 186313
10,766,563
41.3.3 The Bank has asscts and liabilitics that have | and maturities. The Bank conducts statistical studies to assess the expected maturity of assets and lisbilities with non-contractual
maturities. The Bank uses this methodology on such assets and lhbilitienodmmimthecmporﬂonwhichi:mblemdmnmtlynppemonthehdmesheet and the non-core portion that is
relatively volatile. The behavioral ities of d d deposits, bills paysble and running finance is determined onmbbuhbuedoumepmthueyemdmComummeucmgotinduheld
for sale has been classified in short term buckets, The ity buckets have been adjusted ingly where the | assets and liabilitics are highly probable to deviate from its maturities
worked out based on statistical models.
414  Operational Risk
Opcmionnlriski:d:eriskoflmmlﬁngﬁomimdeqzmeorfni!edinmal, , people or or from | cvents. Operational risk is inh in the Bank's activities and as with other
risk types is managed through an overall fram ‘with:hechmdbalmuthnincludemopiudwmhipoﬁhcmkbyme‘ i independent risk oversight and independent
review by corp audit. The operati ! risk policy codifies the core g ing principles for operational risk g and provides s fr k for operational risk. In dance with the
policy, each business area is responsibic to identify its key operational risks as well as the 1 blished to mitigate those risks and to ensure pli with {aws, tati gulatory
administrative actions and the Bank's policies.
The operational risk policy and its requirements facilitats the effective communication of operational risks both within and across busi Infor ion about the b perational risk,
historical losscs and the control environment is reported by each major b gment and functional areas and ised for senior management.
The Bank has created a strategic fra k for informati ity technology initiatives snd has impl d enh to various Information Security programs across it busi ing Risk
M Security Incident Resp and E) ic Transportable Media. The Bank also impl d tools to § the effecti of its data p ion and entit! g
programs.
The busi inuity program provides risk analysis snd robust support for business resiliency. The office of Business Continuity, with the support of the senior imsed to coordi

ity risks by reviewing and testing recovery procedures. .
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42 DATE OF AUTHORISATION

These financial statements were authorised for issue on by the management of the
Bank.

43 GENERAL
43.1 Figures have been rounded off to the nearest thousand rupees.

43.2  Corresponding figures have been re-classified, re-arranged or additionally incorporated in these
financial statements, wherever necessary to facilitate comparison and to conform with changes in

' presentation in the current year.
STy

| /) ‘
N > y ~
DHI GULZEB(KHAN
Managing Director and Chief Financial Officer
Citi Country Officer ‘




Citibank. N A, - Pakistan Branches
(Incorporated in the U.S. A, The Liability of Members Being Limited)

Statement Showmg Written Off Loans Or Any Other

Financial Relief Of Five Hundred Thousand Rupeces

Or Above Provided During The Year 2016

ANNEXURE |
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B i : 000
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Citibank, N.A. - Pakistan Branches
(Incorporated in the U.S.A. The Liability of Members Being Limited)

Disposal Of Fixed Assets
During The Year Ended 31 December 2016

Details of disposal of fixed assets having cost of more than Rs. 1,000,000 and net book value of Rs. 250,000 or above

Description Cost Book Sale Mode of disposal Particulars of purchasers
value roceeds

(Rupees in '000)

Furniture and fixture

[ 18,153 1,536 | AUCTION M AHSAN & BROTHERS
18,153 1,536

Vehicles

Term of Employment NADEEM LODHI
Term of Employment IMRAN DEDHI

7,614

Items having book value of less than 54,669
Rs. 250,000 or cost of less than
Rs. 1,000,000




