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Vision

To make a tangible contribution to economic development in both
sponsoring countries by supporting the Industrial, Agriculture and
Service sectors.

Mission

Pak Oman will endeavor to provide cutting edge financial solutions to
meet the requirements of its target customer base, with emphasis on
customer satisfaction. Our focus will remain on supporting economic
development in both sponsoring countries and on maximizing returns to
all stakeholders. We will aim to be the employer of choice.



Code of Ethics / Business Practices

Pak Oman Investment Company Limited operates on the basis of honesty,
integrity and fair play. All employees are strictly directed to adhere to the
Company’s Code of Business Practices and ensure that at all dealings be open and
transparent. Management and employees are pledged to:

» Be an ethical role model

» Treat colleagues with respect and dignity

» Protect and enhance the Company’s assets and reputation

» Make only factual and truthful statements about the Company’s product

» Understand and comply with Company Laws, regulations and policies
wherever applicable

» Comply with health, safety and environmental laws and policies

» Provide a work environment free from intimidation and harassment
» Comply with the Company’s employees service rules

» Safeguard the privacy and confidentiality of customer data

> Protect confidential information and trade secrets
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Chairman’s Review

It gives me pleasure to share with you the performance of Pak Oman Investment
Company. The Company completed a difficult year being affected adversely by
the political instability. Our result has shown that we are in the right markets,
with the right strategy and have the right leadership in place to deliver consistent
value to our shareholders.

0 In a challenging environment active balance sheet expansion helped
Company to arrest downward spread impact and managed to achieve net
mark-up income of Rs 856 million (US$ 7.8 million) in 2017 compared to net
mark-up income of 2016 Rs 852 million (US$ 7.7 million). In 2017, the
Company achieved profit after tax of Rs 437 million (US$ 4.0 million)
compared to Rs 706 million of 2016 (US$ 6.4 million). The lower profitability
is mainly attributed to maturity of high yielding PIBs and bearish spell in the
stock market.

0 Advances portfolio witnessed an increase of 27% in 2017 over 2016, while,
Company’s total assets increased to Rs 65 billion (US$ 585.7 million) from Rs
40 billion (US$ 360.5 million) as at December 31, 2017, showing an increase of
62%.

0 It continued to focused on its core business of lending

0 The Company maintained its Credit Rating of AA+ and Corporate
Governance Rating of CGR 9 by JCR-VIS Credit Rating Company

Overview of Operations

Corporate Banking

In 2017, Corporate Banking Department, by targeting growth industries and top
existing customers to grow the portfolio, disbursed Rs 9,133 million compared to
Rs 8,901 million in 2016, thereby maintaining its advances portfolio as largest
amongst the DFIs. In addition, the SME unit also made disbursements of Rs 108
million during the year (2016: Rs 75 million).

Corporate Banking managed to maintain a well-diversified portfolio with Textile
sector having the largest share in the total loan portfolio at 19%, followed by
Finance, Power and Media & Communication sectors with exposures of 13%,
11% and 9% of the loan portfolio respectively.



In 2017, majority of the portfolio comprised of long term finance, followed by
lease finance and medium term finance in with smaller shares.

Focus on recoveries continued to pay dividends as the Company was able to
affect reversals of Rs 189.45 million during the year.

A brief snapshot of Pak Oman’s Corporate Banking portfolio mix is as follows:

Investment Banking

During 2017, Pak Oman acted as the sole Advisor & Arranger to the first ever
issued tier II capital instrument of a microfinance bank in the form of Rated,
Unsecured & Subordinated and Privately Placed TFC Issue for U Microfinance
Bank Limited and also participated in the same. Besides this, Pak Oman
participated in tier II capital in the form of Privately Placed TFC Issue of JS Bank
Limited and The Bank of Punjab Limited. It also participated in the Commercial
Paper Issue of Pak Elektron Limited. Pak Oman also underwrote right shares of
The Bank of Punjab Limited.

In addition, Pak Oman is also acting as the Trustee to various TFC Issues
including NRSP Microfinance Bank Limited, Pakistan Refinery Limited, Askari
Bank Limited, Pak Arab Fertilizer Limited, Al Arabia Sugar Mills Limited and
FINCA Microfinance Bank Limited.



Treasury

State Bank of Pakistan keep the discount rate unchanged throughout the year at
6.25%. Treasury department efficiently and effectively managed liquidity
management. Pak Oman took a proactive approach and reduced longer term
portfolio (Pakistan Investment Bonds) and total duration of portfolio
simultaneously exposure in shorter tenor Treasury Bills increased aligning
Government Securities portfolio with expected interest scenario. The Company
booked Capital Gains of Rs 291 million and net mark-up income of Rs 202
million earned during the year.

Corporate sales desk is actively participating in government and corporate debt
securities trading with its corporate clients. The corporate sales team also
provides investment advisory services to its clients.

Deposit mobilization from retail clients has increased reducing the dependence
on fewer clients with large deposits, helped in bringing down the average cost of
deposits.

State Bank of Pakistan renewed Primary Dealership of Pak Oman Investment
Company for the year 2017-18, depicting confidence in the Company to develop
Government Securities market.

Risk Management

The Company’s stringent and robust risk management policies and procedures
are the cornerstone of prudent and effective risk management and has always
been a significant success factor in steering the Company’s growth and
profitability. This is further reflected in a low NPL to assets ratio. It is compliant
with State Bank of Pakistan requirements for implementation of BASEL Accords
and its Capital Adequacy Ratio is well above the stipulated requirement, hence
giving it ample cushion to cover any unforeseen events. Furthermore,
Operational Risk is proactively managed.

Support Operations

Finance, Information Technology, Human Resources and Administration played
their role in supporting core operations of the Company. Information
Technology Department placed special emphasis on the re-development of
existing application systems in order to bring necessary improvements. The



company’s IT infrastructure was upgraded in order to improve system
availability and performance. Human Resources on the other hand worked on
managing turnover rate and facilitated training and development of all
employees.

Management Committees

To implement prudent practices, foster joint decision making and bring into play
participation from all areas, the following Management Committees functioned
actively during the year:

(i) Credit Committee

(ii) Assets & Liabilities Committee (ALCO)
(iii) Risk Management Committee

(iv) Coordination Committee

(v) Purchase & Works Committee

(vi) Friends of Life Committee
(vi
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vii) Information Technology Committee
viii)Capital Market Review Committee (CMRC)
ix) Performance Evaluation Committee

x) Control & Compliance Committee

Contribution to Social Responsibility

As a responsible corporate citizen, it has been the vision of your Company to
empower the community through socio-economic development of
underprivileged and weaker sections. Pak Oman acknowledges its responsibility
in a manner that its activities influence its customers, employees and stake
holders. Your Company strives to proactively encourage community growth and
development, thereby contributing in building a sustainable future. To help the
weaker section of the society in their efforts of poverty alleviation, your
Company has established a country wide Microfinance bank in association with
the Government of the Sultanate of Oman.

Pak Oman Investment Company Limited has also an affiliated concern called
Friends of Life (FOL), which aims to promote social welfare, through active
participation in forums pertaining to health and education of underprivileged.



Some of Pak Oman's CSR initiatives are as follows:

Patients’ Aid Foundation of Jinnah Post Graduate Medical Centre

Patients” Aid Foundation of Jinnah Post Graduate Medical Centre to date, has
completed nine large-scale projects at Jinnah Hospital. It has installed
CyberKnife- robotic radio surgery for the treatment of whole body cancerous
tumours- which is now operational. This CyberKnife facility is the first ever
medical centre in the world which offers “free of cost” treatment to the poor and
needy patients. Further, Foundation has now launched another major project
“The Jinnah Institute of Cancer and Research” costing Rs. 6 billion, to be the
largest centre for awareness, prevention and cure for all kinds of cancer in the
region. The institute will be operational by 2020.

Hisaar Foundation

Hisaar Foundation is work for water, food and livelihood security. Foundation
focuses on small urban spaces and rural areas; water and food security in desert
areas and work through “Adopt a Village program”.

The Health Foundation

The Health Foundation (THF) is focusing on awareness, prevention,
collaboration and treatment of Hepatitis. Currently, THF is running projects in
Karachi, Sanghar, Thar, Ghotki and Lahore. To date more than 600,000 people
sensitized regarding Hepatitis B & C protection and prevention through multiple
awareness sessions; 400,000 persons fully immunized against Hepatitis B and
Over 4,000 patients have been treated for Hepatitis B & C free of cost.

2018 and Beyond

We remain cautious on the economic outlook, besides, 2018 is the election year.
However, with a proven strategy. I believe we are well positioned to capitalize
on growth opportunities in the coming year to the benefit our shareholders,
employees and customers.

As mentioned in 2016, during the year the planned acquisition / amalgamation
of Askari Investment Management Limited into/with Pak Oman Asset
Management Company Limited (POAMCL) has been completed. This
acquisition / amalgamation has increased POAMCL’s AUM’s from Rs 1.98
billion to Rs 6.17 billion and POAMCL has tangible existence across the country
with proper retail offices in Lahore and Islamabad. In 2017 POAMCL has also



won an international accolade for investment performance for ‘Pak Oman
Advantage Islamic Income Fund; ‘Thompson Reuters - Lipper Fund Award for
the best performing Pakistan Rupee Bond Fund in one year in the Global Islamic
Category for FY 2017. With this acquisition of Askari Investment Management
Limited, we expect higher returns to the shareholders” going forward.

As reported last year, a new shareholder having international exposure in SME
finance and microfinance sector has inducted into Pak Oman Microfinance Bank
Limited. Post induction the new shareholder has 50.1% shareholding while your
Company’s shareholding is reduced to 16.67% from 33.4%. This will certainly
improve the performance of Pak Oman Microfinance Bank Limited and improve
the value of its investment.

Acknowledgement

On behalf of the Board of Directors of the Company and myself, I take this
opportunity to acknowledge the dedicated services of the employees of the
Company. I feel delighted to say that we take great pride in our team, who are
motivated and much focused towards a collective goal. It is a pleasure to see
such diversification within the organisation. We are an equal opportunity
employer and encourage people from all walks of life to apply. Pak Oman’s key
strength remains its highly qualified and forward looking management, which
under the able guidance of the Managing Director has created and sustained a
leading position in an increasingly competitive environment.

I would like to express my gratitude to our stakeholders, the respective
Governments of Sultanate of Oman and the Islamic Republic of Pakistan, and
customers for their valuable support and cooperation & the regulatory bodies for
their guidance.

Yahya Bin Said Bin Abdullah Al-Jabri
Chairman
Karachi: March 08, 2018



DIRECTORS’ REPORT

On behalf of the Board of Directors, | am pleased to present the Sixteenth
Annual Report and Financial Statements of your Company, along with the
Consolidated Audited Financial Statements for the year ended December 31,
2017, together with Auditors’ Report thereon.

Economy

Pakistan‘s economy is showing growth on the back of improved security
condition, power supply and availability of gas to industrial sector through
imported LNG. Large-scale Manufacturing has shown healthy and broad
based growth (7.2 percent growth in July-Nov 2017). In view of currency
depreciation and recovery in global oil prices, inflation level is likely to
increase in coming months. SBP has though raised the policy rate by 25 bps
bringing it to 6% indicating an end of soft monitory policy, it is expected
that progress on China Pakistan Economic Corridor related projects and
improving energy supply at the back of LNG imports significantly boost
private investments and growth in the coming years.

However, serious concerns are brewing on country’s balance of payment
position owing to slowing exports, tapering off home remittances and
mounting external debt level. Further, the continuity of political uncertainty
in the country is also influencing the economy. Correction of external
account, addressing the struggling export sector, broadening of tax base,
increasing FDI (except under CPEC), restructuring / privatization of State
Owned Enterprises and divert funds to more productive developments will
remain major challenges for 2018.



Financial Highlights

As at As at

Dec 31, Dec3l, Dec 31, Dec3l,

2017 2016 2017 2016

US $ in million Rs in million

585.7 360.5 Total Assets 64,670 39,806
170.2 134.4 Advances 18,788 14,835
364.4 188.7 Investments 40,241 20,831
7.8 7.7 Net mark-up income 856 852
4.0 6.4 Profit after taxation 437 706

Earning per Share (basic &

00064 00104 4itted) of Rs 10/- each

0.71 1.15

Operational Review

Growth of your Company’s core business in the period under review
remained strong. Banking industry witnessed stiff competition and shrinking
of spreads in 2017 as large banks taking advantage of low funding cost
followed aggressive approach. In this back ground, Pak Oman successfully
grabbed available opportunities and able to build its loan portfolio over Rs.
19 billion ensuring a stable mark-up income stream for the future viz a viz
managed to arrest downward spread impact through its growth strategy.

In 2017, active balance sheet expansion in view of the low interest
environment helped Company to arrest downward spread impact and
managed to achieve net mark-up income of Rs 856 million (US$ 7.8 million)
compared to net mark-up income of 2016 Rs 852 million (US$ 7.7 million).
In 2017, the Company earned non mark-up income of Rs 340 million (US$
3.1 million), thus making total revenue achieved from operations at the level
of Rs 1,196 million (US$ 10.8 million). The Company achieved profit
before tax of Rs 745 million (US$ 6.7 million), after accounting for
administrative and other expenses of Rs 620 million (US$ 5.6 million) and



reversal of provisions against bad debts/investments-net Rs 168 million
(US$ 1.5 million).The Company recorded Profit after tax of Rs 437 million
(US$ 4.0 million) which is lower compared to corresponding period amount
of Rs 706 million (US$ 6.4 million). The lower profitability is mainly
attributed to maturity of high yielding PIBs and bearish spell in the stock
market. The extension in super tax levy for another year caused additional
tax liability of Rs 39 million (US$ 0.4 million).

During 2017, Pak Oman Investment Company Limited continued to improve
its well-diversified asset portfolio, comprising of loans and leases, corporate
bonds and investment in government securities. Advances portfolio
witnessed an increase of 27% in 2017 over 2016, while, Company’s total
assets rose to Rs 65 billion (US$ 585.7 million) from Rs 40 billion (US$
360.5 million) as at December 31, 2016, showing an increase of 62%.

Appropriations

The Board has recommended following appropriations:

For the Year ended 2017

Rs million | US$ million
To Statutory Reserve 87.3 0.79
Cash Dividend @ Rs 0.70 per share 430.5 3.90

Change in Accounting Estimate

During the year, the Company has changed its depreciation rate for
leasehold improvements from 20% to 10% to reflect the pattern in which the
asset’s future economic benefits are expected to be consumed. The effect of
change in accounting estimate in accordance with 1AS 8 - “Accounting
Policies, Changes in Accounting Estimates and Errors” has been
incorporated in the financial statements.

Credit Rating
Your Company has been assigned a medium to long-term rating of AA+

(Double A Plus) and short-term rating of Al+ (A one Plus) by JCR-VIS
Credit Rating Company Limited.



This rating indicates a superior quality of credit and strength of protection
factors. The assigned rating is primarily driven by development of a
sustainable profit base for the Company and its relative position amongst
peer group institutions.

Corporate Governance Rating

Your Company has also been assigned a corporate governance rating of
CGR-9 by JCR-VIS Credit Rating Company Limited.

The assigned rating denotes a very high level of corporate governance and is
the result of adoption of best practices within the Company.

Primary Dealer of State Bank of Pakistan

Acknowledging Pak Oman’s role in the development of the primary and
secondary markets for Government Bonds, the State Bank of Pakistan has
reappointed Pak Oman as a Primary Dealer for the financial year 2017-2018.

Pak Oman Microfinance Bank

Pak Oman Microfinance Bank Limited (POMFBL) is a nationwide
microfinance bank, with its presence in the four provinces of Pakistan. Its
sponsors are the Government of the Sultanate of Oman and Pak Oman
Investment Company Limited. POMFBL is offering a range of micro credit
and micro savings products, services, and aspires to become an engine of job
creation to the under privileged segments of our society. It has an aim to
reduce poverty through entrepreneurship by giving opportunities to small
and medium entrepreneurs for the betterment of the economy as well as their
well being.



The salient features of Pak Oman Microfinance Bank’s performance are;

2017 2016
Branches 19 16
Service Centre 14 14
Borrowers since inception 120,866 100,164
Borrowers for the year 20,702 17,119
Disbursement since inception Rs 3,717,010,000 | Rs 2,786,938,000
Disbursement for the year Rs 930,072,000 Rs 702,178,000
Average loan size for the year Rs 45,000 Rs 41,017
Outstanding Loans Rs 688,126,566 | Rs 428,478,754
Deposits Rs 9,033,264 Rs 148,895,471
Profit Before Tax Rs 43,743,657 Rs 14,769,836
Profit After Tax Rs 29,561,612 Rs 6,485,684
Earnings per Share Rs0.171 Rs 0.063

As reported last year, a new shareholder having international exposure in
SME finance and microfinance sector has inducted into Pak Oman
Microfinance Bank Limited. Post induction the new shareholder has 50.1%
shareholding while your Company’s shareholding is reduced to 16.67%
from 33.4%. This will certainly improve the performance of Pak Oman
Microfinance Bank Limited and improve the value of its investment.

Pak Oman Asset Management Company

During the year the planned acquisition / amalgamation of Askari
Investment Management Limited into/with Pak Oman Asset Management
Company Limited (POAMCL) has been completed. This acquisition /
amalgamation has increased POAMCL’s AUM’s from Rs 1.98 billion to Rs
6.17 billion and POAMCL has tangible existence across the country with
proper retail offices in Lahore and Islamabad. In 2017 POAMCL has also



won an international accolade for investment performance for ‘Pak Oman
Advantage Islamic Income Fund; ‘Thompson Reuters — Lipper Fund Award
for the best performing Pakistan Rupee Bond Fund in one year in the Global
Islamic Category for FY 2017. With this acquisition of Askari Investment
Management Limited, we expect higher returns to the shareholders’ going
forward.

Risk Management Framework

The responsibility of risk management stems down from the Board of
Directors to the management for operational assessment / mitigation. Pak
Oman’s risk management framework provides principles for identifying,
assessing and monitoring risks within the Company. These principals are
stringent but adaptable to keep up with the changing risk requirement by
being innovative and proactive and helping in making improved and
informed decision making throughout the company’s operations. The
Company is fully compliant with SBP’s guidelines on BASEL and risk
management.

Internal Control
The Directors endorsed the management’s evaluation related to internal
control over financial reporting and also endorsed the statement made by
management relating to internal controls.
Corporate Governance & Financial Reporting
The Directors declare that:
These financial statements, prepared by the Management, present
fairly its state of affairs, the result of its operations, cash flows, and

changes in equity.

Proper books of account of the Company have been maintained.



Appropriate accounting policies have been consistently applied in the
preparation of financial statements and accounting estimates are
based on reasonable and prudent judgment.

International Financial Reporting Standards, as applicable in
Pakistan, have been followed in preparation of financial statements
and any departure from them has been appropriately disclosed.

The system of internal control is sound in design and has been
effectively implemented and monitored.

There are no doubts regarding the Company’s ability to continue as a
going concern.

Two directors of the Company have completed the “Directors
Training Certification”. One Director is exempted from said
certification. Other directors have attended “Directors’ Orientation
Workshop”.

There has been no material departure from the best practices of
corporate governance.

Number of board and its sub-committees meetings held and attendance by
each Director

Name B_oard of Board’s Board’s Board’_s Bogrd’s
Directors Executive Audit Remuneratlo_n & Rlsl_<
Committee | Committee Compen_satlon Committee
Committee
Meetings Held 6 | Meetings Held 6 | Meetings Held 4 Meetings Held 1 Meetings Held 4
H.E. Yahya Bin Said 6 6 * 1 *
Bin Abdullah Al-Jabri
Mr. M. Zubair 6 6 3 1 4
Motiwala
Mr. Hamed Sloom 6 * 4 1 4
Mubarak Al Athobi
Mr. Noor Ahmed 6 5 4 * *
H.H. Juland Jaifar 6 6 3 * 3
Salim Al Said
Mr. Bahauddin Khan 6 6 * * *

*Not member.




Subsequent to December 2017, Government of Sultanate of Oman has
nominated Mr. Haitham Yousuf Juma Al Zadjali Director of Development
Loans & BSMP project Manager Ministry of Finance, as director of Pak
Oman Investment Company Limited in place of Mr. Hamed Sloom Mubarak
Al Athobi. The Company is in the process of completing regularity
requirements to appointment of Mr. Haitham Yousuf Juma Al Zadjali.

Statement of Investments of Provident & Gratuity funds

Investments of Provident & Gratuity funds as at December 31, 2017
according to their un-audited financial statements were Rs 190 million and
Rs 153 million respectively.

Auditors

The present Auditors, M/s KPMG Taseer Hadi & Co. Chartered
Accountants retire and being eligible, offer themselves for re-appointment.
The Board of Directors, on the recommendation of the Audit Committee,
recommended the appointment of M/s KPMG Taseer Hadi & Co. Chartered
Accountants, as auditors of the Company for the year ending December 31,
2018 for consideration and approval at the Annual General Meeting.

Pattern of Shareholding

Government of Pakistan: Ministry of Finance 49.99%
Secretary - Economic Affairs Division 0.01%

Sultanate of Oman: Ministry of Finance 49.99%
Ministry of Commerce & Industry 0.01%

Acknowledgements
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Regulators
The Board also takes this opportunity to express its gratitude to the State
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The Board acknowledges the staff for their exceptional efforts in positioning
the Company as a strong player in the financial sector. This is the result of
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Company’s objectives.
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& Chief Executive
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c—‘//{:/d//'/ﬁg/,’j
BALIedidisdosif™ 92017 2 B3lon eudssteder §5 eI 2L 50

-Uﬂt‘/(j}juéfgﬂz_/’l}}&/{f/d/qlﬁ’ U, @/Uﬁfgyhoﬁiﬂ/@f ;/l;f

> 4

S EALSHAS IS 257 e 2 SLINGeE 4T JE 152 ST
2017 3-B1D)e Uor s B 1mur e 26 MG LSy A 2 ]
uﬁjm)uﬁum’Li,LTf+5§uﬁ/$£dL4Juigdeﬁumd/u:/ﬁJ%u_(/»MQu:
e G b s Qe s e $TL a6 d_Litbps 254 L 6%, SBP 2/ 1K il
J&u?uﬁ}*uﬁLaul’/;JLNGmJqui‘ui.f"c;w,«,ud;ui’"tuﬁuu@ I;.@@Jé?,

_Knﬁwuﬁ(.}’;/;l(j/(dt/(j: U:U}JVLHLTCLJ[;/:“&)@&}'Z}Z{

EENL e 08T §n S0 s ptnze y m$ G it s 28 w,@@@?@
Jooc S0 e E 1 S GG b St e\ g R 8 S o St
LCPECZisl) bl KFDI & IS et o3 1 Lo uT (5 nEuid (s 2022018
-Kc‘-/é“’? by L3 A @]w;m;g)@/mﬁmd/téf/& ,‘;nguﬁuumLug,ﬂ@ Lo (e



L
2016 2017
& adES e
39,806 64,670
14,835 18,788
20,831 40,241
852 856
706 437
1.15 0.71

U

31
2016 2017
)mf/iu:j'

b1 3605  585.7
Y 1344 1702
SNy 188.7  364.4

duTol S P 7.7 7.8

Jr il 6.4 4.0

e AT L 10,
0.0104  0.0064
BV O

;tp/tganLu‘?»ﬂsK&@ﬂf)ﬁﬁLw@;z-&;f@]u@gum;g&&{L.,Tu:;;.iy

S L lb St B RS o U it b5 e (S U201 T s S 11

b’AJJL(? B e P 1 s Y6 AL ALl a6 gt I sl S ek

_E%vggug/l 1 9):!)’&/4{41&(7/}&%2.&&/5[{4:



S5 et oS Sa  LFE LR SRS F B AL 201 T
201725 ZOIE A 7. D 8520 4TSl P §2016 2387 Sison
G 3. D30 2017 S AN AT 8 st 85634T IS i
G 10.8)e0021,196 (revenue) (T =2 0 AUimd S bdaTo St F 50
g 168u%;;c.«,w/"f;md@té(/ﬁuf /uj:l'S.6)42_;435620:2_‘3%r i Zf..t?f// J()Guf Y
L(accounting) > Ll led L Lo/l /2 nds U 11 S)ess
LUBE A4 083725 P e IS kU o6, D s 7450
u’dvﬂgf BERAO IS /!&6.4)47)/&7064‘:.“4,96!‘_)&;’3}( 2K Sl
uguﬁ(levy)cj;éu’g/?‘u;zul.%%u{uﬁd)’mfﬂ/;lJf“JﬁmJPIBsduz“_)ét;»ugj,?;d"w/
_u@;‘f SMrmidbS s &thd/()ﬁ'uf /¢u:1'0.4 )a;:/J:L39 :-e}u( g ?/;’/JJL«

ecte 2 S SUS H I Ut gl sl 5 0 Lot o 20170
u:,Lw»LzOlwwi;J}@gé@w}_‘aJ‘:& LK 2L 0 ik ey K
S 03605 0402 s F LG Ut 201601 5o 3112702017

Ut M 3622 s (I 1025857 Ve 65201 TUb S oty (U3
Y
ol P ks pinrd 3 P25 5Th

2017Jv-21.
/'))’U{/'J:.L z“_udufkdf
0.79 87.3 PalS638.5

3.90 430.5 780 70@on 5




¢ Ut (Accounting Estimates) &f £ _U/_L>

;"Wﬁ‘ag)/ 4410 428205 (depreciation) S e ST L 2ty (leasehold) £ s L= uy
SR B B TAS-8S AL S U e LU et s K 035 b T Ll
—e LU SE e S £

h-ﬁ:/hb:k/

) AA+ Giondaih Pl ndF e e e e S ICR-VISSF ST

ce e (o) Al+ AU (e

(s § U LBtz P e S S N LiF e s S S FI
,4".(&3&&5 uﬁuuuwﬁ'%;?muu&%u( ébwz_c,é_tgém jy

LSS Loy K

Fed 25 918658 § F il g S atd = oSl 8,25 S ICR-VIS

-
¢

j}Kd_/'vW’Zﬂ.}/ﬁg{ﬂéd./((dﬁ&i%&/@wwJJ/K&J{/KJ/PA&!,@’AAP&;

Ry
¢

?ﬁk5d/l4d/u%.")u~@
UJ}..«@LUW/Q.:J»V@LM"KLI/ L!;/Luﬁ-«@%@}]/J]J%Ld)@uu/%&m&”ﬁ

e 6 S RS A1 tand £2017-2018 Jusf



AV

etk Lt 2e G 6 AL uﬁ@(d@q:@@)ig&@d@,/ Lt
2L AN -t S 2D L Db S S St e iy P L
- bfar 6T Kossel LU dhiled La Flons S ‘a&"lgm‘g&/ Liﬁu'”/;/“d/ gl
e G MBS o S f e SL UM S A KL a2l sl i
(a8 P LS K P b ]

2016 2017
16 19 S
14 14 Srlels
100,164 120,866 IS AP e ST
17,119 20,702 IENST RS-
£ +2,786,938,000 | <+.3,717,010,000 G U e kT
£+/702,178,000|  £5,930,072,000 FASu# S
£241,017 £+/45,000 Fhafus it
L 2A428,478,754|  £5,688,126,566 Sy
< /148,895,471 29,033,264 S
< 1/14,769,836 | £:.43,743,657 U S B
& +/6,485,684 £4,29,561,612 U ol
£2,0.063 £20.171 Vit




(3 S TG nadS0.1 b L bt §oil P72 1o WU Flatb
e S b SRS 1 6 6 P\ NS e iu816.67 S 5f - s33 400

_JLUdﬂuﬁjﬁJ,L/aim

2 o et}

b Ko g M POAMCLY S 2ot i ol Com L
16,17 Stz isici1.98 AUMEPOAMCL &/ Js U1-e s e b i1/ s
2017kt s o Bt Tt §r2vm it A § POAMCL s s s
Q]ML!ﬁAngﬁ,;!—)/UJ”LZuﬁd)?{dw‘fmo17JLILJ:5(F!.,~C‘M@?;,QUJ,?._,@U:
‘J“?§.//8?J&¢Tuy/uKﬂﬂﬂ&ﬁadﬁé%%%ﬂdﬁ-tfd‘wfﬁf;/j{

Z5y lb;lgéégﬁ

£.“»Lbﬁ'L(Directors)w“£ RTINS (@:!L'd:é._ijf /;J’;’ﬂ/jéw/f Sk
-t/ ﬂ!}dr‘léé&lf e ‘&Cﬁu/fuﬁ&f {uﬁd@u('d:;w/f(uﬁ,@-cr&f@
BT e el 2Ot a St P Sot et i s d bl St cg o)
AL P MBASEL YSBPE L (i deb ppfatob ke L 0L
e F et £

(& K[}lf Ay

B S A E S G ‘;u’muﬁuﬁ;/yé,/@ui&f Gait§ B0 A0



.,’G*Jgjéyu,u’,f 1

S S s A
/“/uﬁ,v“ut Jmﬁﬂé&ém!f‘deau,b»ét;ﬁf&ym//gzi,»w'&{
2 I
b P S i LG
Ui sk F0t b U = F e B A s B
b (b2l
:,uwu*éémgn TRl id 44»».@;5;3%6!5 Ut SIS B oy
-4‘“_@;@-(/:15{/} b/t//bﬂ/l(f/u’(
_§_f SUF 1365 7 Kl U, ulmwk,u’!/%(lb KU /f};m
e 2 S e SE S he LA KLF
‘gg@b*”f‘;‘/'@/w///uuﬁ MJ"("K@/VC// LYy 3 /uuz:u/
,c‘_d/:f/“uﬁw/u&’:&xmé_u;/u



d/"lad//y.’.///!ﬁ’/zu!u’l)e!oﬁ’;‘iux)‘:{&'5/}!?/)1

S

23 sl 20

& &

& 2k

i
3.4

o 07
//..(/15

4 1

}’ﬁd/u’ﬂ?lvﬁ’p

S i S 5S-G

Usde zfite

4 1 4 * 6 Goia Sk
* * 4 5 6 VTN
3 * 3 6 6 ,SMJT(J/ 2 o616
* * *

o

af o

}""&%3{, BSMP u!u;’:%ﬁ}{//!ﬁéayL;:/U}d'_;‘/ﬁgd/ G b L2017 45
e }?jﬁ,?d/g};ﬂtbﬁwki?t?uﬁﬂﬂg‘{ Lol eSS Yo s Hinz oy ﬁd‘” —t
ey I SRS B Lt L 1L s iz Sy -




ﬂl(d/(,L/J)ﬁ&éfuly{,@l‘g

19027, 2SS K Olor L s S22 a8 3 L5255 5 i 2017 131
ot 153 i

-

.»:Jz_ymivuwmg_w(’ IO QTS LV g”{ XIS v A L% Asny
G G GG Lo S T e S Bl D St S oo e le

LI BL LS b S St S EAnd £ F 2018 753 162350

-t

JeE

49.99% SesyE Gl
0.01% e SIS

49.99% NSy} UF b e ni?

0.01% e xS e sl



7Y
=4
{0l ;u@"}u( Ul Zus e § S res] sl b b 54 35
g/l;lul/? sl
ce AP e L L cAe QUi Sy edisbedE v i
zﬂlﬁ;'l
& 2 bl AU S 5'%142_&0’/"Mkr,@u{l{é@yt:.wu:é_g%/?(&»w/ 5

‘aé}Kj/}!f!);(&d}’}gf]y&yfgfu!éLJW&:MU{AL

WLy
f},{?g%m}{//lfﬁ

201854851



Pak Oman Investment Company Limited
Six Years Financial Summary

Rupees in '000

2017 2016 2015 2014 2013 2012

December 31
STATEMENT OF FINANCIAL POSITION
ASSETS
Cash and balances with treasury and other banks 2,182,200 1,759,805 1,680,681 369,085 284,645 260,159
Lendings to financial institutions 2,038,288 935,826 362,824 614,177 1,206,521 833,119
Investments 40,240,634 20,831,182 14,073,356 12,179,521 7,629,301 10,229,027
Advances 18,788,493 14,834,851 9,993,263 9,070,314 7,493,690 6,347,059
Operating fixed assets 81,901 85,263 82,316 68,669 51,086 58,725
Other assets 1,337,874 1,359,428 1,002,189 1,063,857 1,062,467 849,852
Total assets 64,669,390 39,806,355 27,194,629 23,365,623 17,727,710 18,577,941
LIABILITIES
Borrowings 44,607,690 25,150,898 14,479,440 8,868,730 5,721,831 6,546,367
Deposits and other accounts 10,501,149 5,342,975 4,009,860 6,295,986 4,433,848 4,351,000
Other liabilities 1,437,194 851,284 540,243 488,736 371,186 519,504
Total Liabilities 56,546,033 31,345,157 19,029,543 15,653,452 10,526,865 11,416,871
NET ASSETS 8,123,357 8,461,198 8,165,086 7,712,171 7,200,845 7,161,070
REPRESENTED BY
Share capital 6,150,000 6,150,000 6,150,000 6,150,000 6,150,000 6,150,000
Reserves & Unappropriated profit 1,909,817 1,956,752 1,620,203 1,268,725 1,134,203 1,008,022

8,059,817 8,106,752 7,770,203 7,418,725 7,284,203 7,158,022
Surplus / (deficit) on revaluation of assets - net of deferred tax 63,540 354,446 394,883 293,446 (83,358) 3,048

8,123,357 8,461,198 8,165,086 7,712,171 7,200,845 7,161,070

PROFITABILITY

Mark-up/Return/Interest earned 3,955,607 2,287,972 2,242,063 2,117,169 1,564,799 2,048,783
Mark-up/Return/Interest expensed (3,099,597) (1,436,373) (1,356,296) (1,360,752) (892,690) (1,304,300)
Net mark-up/interest income 856,010 851,599 885,767 756,417 672,109 744,483
Fee, commission and brokerage income 61,204 60,302 39,488 29,699 9,900 13,969
Capital gain & dividend income 277,563 762,621 750,484 371,072 270,560 331,868
Other income 1,670 4,750 - 1,903 1,039 1,978
Total non markup/interest income 340,437 827,673 789,972 402,674 281,499 347,815
Gross Income 1,196,447 1,679,272 1,675,739 1,159,091 953,608 1,092,298
Administrative expenses and other charges (620,227) (647,335) (504,340) (392,775) (339,705) (311,967)
Profit before provisions 576,220 1,031,937 1,171,399 766,316 613,903 780,331
Reversals / (Provisions) 168,313 (6,648)  (196,135)  (221,033)  (126,139) (174,808)
Profit before taxation 744,533 1,025,289 975,264 545,283 487,764 605,523
Taxation (307,865) (319,675) (372,793) (161,690) (112,224) (177,169)
Profit after taxation 436,668 705,614 602,471 383,593 375,540 428,354

CASH FLOW STATEMENT - SUMMARY

Cash flow from operating activities 288,193 4,624,456 3,080,661 4,768,958  (1,839,497) 2,533,492
Cash flow from investing activities 626,527 (4,176,030) (1,549,550) (4,684,421) 2,390,954  (2,324,966)
Cash flow from financing activities (492,325) (369,302) (244,515) (251,097) (250,971) (224,072)
Cash and cash equivalents at the beginning of the year 1,759,805 1,680,681 394,085 560,645 260,159 275,705
* Cash and cash equivalents at the end of the year 2,182,200 1,759,805 1,680,681 394,085 560,645 260,159

Financial Ratios

Return on Equity 5.4% 8.9% 7.9% 5.2% 5.2% 6.1%
Return on Assets 0.8% 2.1% 2.4% 1.9% 2.1% 2.3%
Profit before tax ratio 62.2% 61.1% 58.2% 47.0% 51.1% 55.4%
Gross spread ratio 21.6% 37.2% 39.5% 35.7% 43.0% 36.3%
Total Assets to shareholders' fund 7.96 4.70 3.33 3.03 2.46 2.59

Weighted average cost of debt 5.87% 6.18% 7.54% 9.91% 9.38% 11.12%
Capital adequacy ratio (CAR) 21.45% 28.34% 35.62% 31.17% 36.60% 41.45%

Share Information

Cash dividend per share 7% 8% 6% 4% 4% 4%
Basic and diluted earnings per share 0.71 1.15 0.98 0.62 0.61 0.70
Breakup value per shares - Without surplus on revaluation of assets 13.11 13.18 12.63 12.06 11.84 11.64
Breakup value per shares - With surplus on revaluation of assets 13.21 13.76 13.28 12.54 1171 11.64

* Cash and cash equivalents comprise cash and balances with treasury banks, balances with other banks and placements with financial institutions having
maturities of three (3) months or less.
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KPMG Taseer Hadi & Co. Telephone + 92 (21) 3568 5847
Chartered Accountants Fax +92 (21) 3568 5095
Sheikh Sultan Trust Building No. 2 Internet www.kpmg.com.pk

Beaumont Road
Karachi, 75530 Pakistan

Auditor’s Review Report to the Members on Statement of Compliance with the
Code of Corporate Governance for the year ended 31 December 2017

We have reviewed the enclosed Statement of Compliance with the best practices contained in
the Code of Corporate Governance (the Code) prepared by the Board of Directors of Pak
Oman Investment Company Limited (the Company) for the year ended 31 December 2017 to
comply with the regulation G-1 of the Prudential Regulations for Corporate/Commercial
Banking issued by the State Bank of Pakistan.

The responsibility for compliance with the Code is that of the Board of Directors of the
Company. Our responsibility is to review, to the extent where such compliance can be
objectively verified, whether the Statement of Compliance reflects the status of the Company's
compliance with the provisions of the Code and report if it does not and to highlight any non-
compliance with the requirements of the Code. A review is limited primarily to inquiries of the
Company’s personnel and review of various documents prepared by the Company to comply
with the Code.

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

The Code requires the Company to place before the Audit Committee, and upon
recommendation of the Audit Committee, place before the Board of Directors for their review
and approval of its related party transactions distinguishing between transactions carried out on
terms equivalent to those that prevail in arm's length transactions and transactions which are not
executed at arm's length price and recording proper justification for using such alternate pricing
mechanism. We are only required and have ensured compliance of this requirement to the
extent of the approval of the related party transactions by the Board of Directors upon
recommendation of the Audit Committee. We have not carried out any procedures to determine
whether the related party transactions were undertaken at arm's length price or not.

Based on our review, nothing has come to our attention which causes us to believe that the
‘Statement of Compliance’ does not appropriately reflect the Company's compliance, in all
material respects, with the best practices contained in the Code as applicable to the Company
for the year ended 31 December 2017.

—
Date: 08 March 2018 KPMG Taseer Hadi & Co.
Chartered Accountants

Karachi

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

("KPMG International®), a Swiss entity.



Statement of Compliance with the best practices of Code of
Corporate Governance

For the Year Ended December 31, 2017

This statement is being presented to comply with the best practices contained in the Code of
Corporate Governance (the Code) to comply with the regulation G-1 of the Prudential
Regulations for Corporate/Commercial Banking issued by the State Bank of Pakistan.

The Company has complied with best practices contained in the Code following manner:

1.

The Board of Directors (“the Board”) of the Company comprises of 5 non-executive
directors and one executive director. All the directors are nominees of the respective joint
venture partner governments under requirements of the Joint Venture Agreement (JVA)
between them. At present the Board includes:

Category Names
Executive Director Mr. Bahauddin Khan, MD & CEO
Non-Executive H.E. Yahya Bin Said Bin Abdullah Al-Jabri
Directors Mr. M. Zubair Motiwala
H.H. Juland Jaifar Salim Al Said
Mr. Hamed Sloom Mubarak Al Athobi
Mr. Noor Ahmed

The Company has obtained relaxation from the State Bank of Pakistan with regards to the
requirement of independent director.

No casual vacancy occurred on the Board during the year ended December 31, 2017.

All the resident directors of the Company are registered as tax payers and none of them
has defaulted in payment of any loan to a banking Company, a DFI or an NBFI or, being a
member of a Stock Exchange has been declared as a defaulter by that Stock Exchange.

The directors have confirmed that none of them is serving as a director on more than
seven listed companies, including this company (excluding the listed subsidiaries of listed
holding companies where applicable).

(@) The Company has prepared a "Statement of Ethics & Business Practices (“the Code
of Conduct”) and has ensured that appropriate steps have been taken to disseminate it
throughout the Company along with its supporting policies and procedures, including
posting the same on the Company's website (www.pakoman.com).

(b) The Board has set in place adequate systems and controls for the identification and
redressal of grievances arising from unethical practices.



10.

11.

12.

13.

The Board has established a system of sound internal control, to ensure compliance with
the fundamental principles of probity and propriety; objectivity, integrity and honesty; and
relationship with the stakeholders, in the manner prescribed in the Rules.

The Board has developed and enforced appropriate policy related matters on conflict of
interest, the clauses of which are contained in relevant policies to lay down circumstances
or considerations when person may be deemed to have actual or potential conflict of
interests, and the procedures for disclosing such interest.

The Board has developed and implemented policy related matters on anti-corruption, the
clause of which are contained in the relevant policies to minimize actual or perceived
corruption in the Company.

The Board has ensured equality of opportunity by establishing open and fair procedures
for making appointments and for determining terms and conditions of service.

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

All the board members underwent an orientation course arranged by the company. The
purpose of the ‘Director Orientation Workshop (DOW) conducted through Pakistan
Institute of the Corporate Governance (PICG) was to appraise the Board regarding the
material developments and information as specified in the Rules. Currently two directors
have completed the Director’s Training Certification under the Directors Training
Program as prescribed by SECP and one director is exempt from the said certification. The
Board is encouraging other members to get the Directors Training Certification as soon as
possible.

The Board has carried out the performance evaluation of its members, including the
Chairman and the Chief Executive, on the basis of ‘Board Self Evaluation’ (BSE) process.
The Self Evaluation of the Members of the Board and its Sub-Committees was conducted
under the supervision of Pakistan Institute of Corporate Governance (PICG). The Board
has also monitored and assessed the performance of senior management on annual basis.

The meetings of the Board of Directors were presided over by the Chairman and, in his
absence, by a Director elected by the Board for this purpose; and

(@) The Board has met at least four times during the year.

(b) Written notices of the Board meetings, along with agenda and working
papers, were circulated at least seven days before the meetings.

(c) The minutes of the meetings were appropriately recorded and circulated.



14.

15.

16.

17.

18.

19.

20.

The Board has reviewed and approved the related party transactions placed before it after
recommendations of the Audit Committee. A party wise record of transactions entered
into with the related parties during the year has been maintained.

The Board has approved the profit and loss account for, and Statement of Financial
Position as at the end of, the first, second and third quarter of the year as well as the
financial year end, and has placed the annual financial statements on the company's
website. Monthly accounts were also prepared and circulated amongst the board members.

The Board has formed the following Board Sub- Committees:
Committee Name of Chairman / Members
Audit Committee Mr. Hamed Sloom Mubarak Al Athobi - Chairman

Mr. M. Zubair Motiwala — Member
H.H. Juland Jaifar Salim Al Said — Member
Mr. Noor Ahmed — Member

Executive Committee H.E. Yahya Bin Said Bin Abdullah Al-Jabri - Chairman
Mr. M. Zubair Motiwala— Member

H.H. Juland Jaifar Salim Al Said — Member

Mr. Noor Ahmed — Member

Mr. Bahauddin Khan — Member

Remuneration & H.E. Yahya Bin Said Bin Abdullah Al-Jabri - Chairman
Compensation Committee Mr. M. Zubair Motiwala — Member

Mr. Hamed Sloom Mubarak Al Athobi — Member
Risk Committee Mr. M. Zubair Motiwala - Chairman

H.H. Juland Jaifar Salim Al Said — Member
Mr. Hamed Sloom Mubarak Al Athobi — Member

The Board has approved appointment of Chief Financial Officer, Company Secretary and
Head of Internal Audit, with their remuneration and terms and conditions of employment,
and as per their prescribed qualifications.

The Directors' Report for this year has been prepared in compliance with the
requirements of the CCG and Ordinance and fully describes the salient matters required to
be disclosed.

The Directors, Chief Executive and Executives do not hold any interest in the shares of the
Company.

A formal and transparent procedure for fixing the remuneration packages of Executive
Director has been set in place.




21. The financial statements of the Company were duly endorsed by the Chief Executive and
Chief Financial Officer, before approval of the Board.

22. The Audit Committee has met at least once every quarter of the financial year ended
December 31, 2017. These meetings were held prior to the approval of interim results by
the Board of Directors. The Chief Executive and Chairman of the Board are not members
of the Audit Committee.

23. The Board has set up an effective internal audit function, which has an Audit Charter, duly
approved by the Audit Committee, and which worked in accordance with the applicable
standards.

24. The statutory auditors or the persons associated with them have not been appointed to
provide other services except in accordance with the listing regulations and the auditors
have confirmed that they have observed IFAC guidelines and all its partners are in
compliance with International Federation of Accountants (IFAC) guidelines on Code of
Ethics as adopted by the ICAP.

25. The Company has complied with all the corporate and financial reporting requirements of
applicable clauses of the Code

26. The statutory audit of the Company has been carried out by the audit firm which has been
given the satisfactory rating under the ‘Quality Control Review’ (QCR) Rating Program of
the Institute of Chartered Accountant of Pakistan (ICAP).

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

Yahya Bin Said Bin Abdullah Al-Jabri Bahauddin Khan
Chairman Managing Director & Chief Executive Officer
Karachi: March 08, 2018



STATEMENT OF INTERNAL CONTROLS
For the year ended December 31, 2017

REPORTING ON INTERNAL CONTROL SYSTEM

It is the management’s responsibility to establish and maintain an adequate and effective system of
internal control that would help to attain a professional and efficient working environment. The internal
control system comprises of control procedures and control environment.

The Management has taken steps to ensure that an efficient and effective internal control system is in
place by identifying control objectives, reviewing pertinent policies / procedures and establishing
relevant control procedures. All policies and procedures are reviewed on an ongoing basis and
necessary amendments are made where needed.

Alongside this, appropriate test of transactions, observation of control environment, sharing of findings
on internal control systems and ensuring relevant follow up / corrective actions are also carried out.

The Internal control system is designed to manage rather than eliminate the risk of failure to achieve
business objectives, and can only provide reasonable and not absolute assurance against material
misstatement or loss.

EVALUATION OF EXISTING INTERNAL CONTROL SYSTEMS

The Company has made an effort to ensure that an effective and efficient internal control system is in
place and no compromise is made in implementing desired procedures and maintaining a suitable
control environment in general. However it is an ongoing process that includes identification,
evaluation and management of significant risks faced by the Company.

The observations and weaknesses found and identified by the auditors, both internal and external, have
been noted and necessary steps have been taken by Management to ensure elimination of these
weaknesses. Management has given a timely and satisfactory response to the recommendations and
suggestions made by the auditors. The observations have also been discussed at the Audit Committee
and Board of Directors meetings.

We assess that the internal control system and operations have improved over previous years in all
business areas. Furthermore, due importance is given to the training needs of staff in order to ensure
that their knowledge and skill levels are constantly enhanced and updated.

During the year State Bank of Pakistan has granted exemption, to the company from the requirement of
Statutory Auditors’ long from report on ICFR. Accordingly, w.e.f. year ended December 31, 2017, the
Company will submit the Audit Committee’s annual assessment report on the efficacy of the internal
control over financial reporting as required under OSED circular number 01 dated February 07, 2014.

Mohammad Jamal Nasir Sajjad Arif S. Abdullah Jamal Ahmed
Chief Financial Officer Chief Compliance Officer Chief Internal Auditor

Karachi: March 08, 2018
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KPMG Taseer Hadi & Co, Telephone + 92 (21) 3568 5847
Chartered Accountants Fax +92 (21) 3568 5095
Sheikh Sultan Trust Building No. 2 Internet www.kpmg.com.pk

Beaumont Road
Karachi, 75530 Pakistan

Auditors’ Report to the Members

We have audited the annexed unconsolidated statement of financial position of Pak Oman
Investment Company Limited (“the Company™) as at 31 December 2017 and the related
unconsolidated profit and loss account, unconsolidated statement of comprehensive income,
unconsolidated cash flow statement and unconsolidated statement of changes in equity together
with the notes forming part thereof, 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 Company’s management to establish and maintain a system of
internal control, and prepare and present the above said statements in conformity with the
approved accounting standards and the requirements of the repealed Companies Ordinance,
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 above said statements are free of any material misstatement. An
audit includes examining on a test basis, evidence supporting the amounts and disclosures in the
above said statements. An audit also includes assessing the accounting policies and significant
estimates made by management, as well as, evaluating the overall presentation of the above said
statements. We believe that our audit provides a reasonable basis for our opinion and, after due
verification, we report that:

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

b)  in our opinion:

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

i) the expenditure incurred during the year was for the purpose of the Company’s
business; and

iii) the business conducted, investments made and the expenditure incurred during the
year were in accordance with the objects of the Company;

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

("KPMG International™), a Swiss entity
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KPMG Taseer Hadi & Co.

c)  in our opinion and to the best of our information and according to the explanations given
to us, the unconsolidated statement of financial position, unconsolidated profit and loss
account, unconsolidated statement of comprehensive income, unconsolidated cash flow
statement and unconsolidated 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 repealed Companies Ordinance, 1984,
in the manner so required and respectively give a true and fair view of the state of the
Company’s affairs as at 31 December 2017 and of the profit, its cash flows and changes in
equity for the year then ended; and

d)  in our opinion, no zakat was deductible at source under the Zakat and Ushr Ordinance,
1980 (XVIII of 1980).

k M ¢ (anes — °
Date: 8 March 2018 KPMG Taseer Hadi & Co.
Chartered Accountants
Karachi Muhammad Taufiq




Pak Oman Investment Company Limited
Unconsolidated Statement of Financial Position

As at 31 December 2017

2017

2016

(US Dollar in '000)

@

1,539 805
18,225 15,133
18,460 8,475

364,442 188,659

170,159 134,353

742 772
5,054 3,980
7,062 8,332

585,683 360,509

403,992 227,781
95,104 48,389

12 15
13,006 7,694
512,114 283,879
73,569 76,630
55,698 55,698
9,706 8,916
7,590 8,806
72,994 73,420
575 3,210
73,569 76,630

The annexed notes from 1 to 43 form an integral part of these unconsolidated financial statements.

-

\I/m.... ey

Chief Financial Officer

W

Mm}uﬁug Director
and Chief Executive

ASSETS

Cash and balances with treasury banks
Balances with other banks

Lendings to financial institutions
Investments - net

Advances - net

Operating fixed assets

Deferred tax assets - net

Other assets

LIABILITIES

Bills payable

Borrowings

Deposits and other accounts

Sub-ordinated loans

Liabilities against assets subject to finance lease
Deferred tax liabilities

Other liabilities

NET ASSETS
REPRESENTED BY
Share capital

Reserves
Unappropriated profit

Surplus on revaluation of assets - net of
deferred tax

CONTINGENCIES AND COMMITMENTS

Note

14
15

17

18
19

20

2017

2016

(Rupees in '000)

169,886 88,884
2,012,314 1,670,921
2,038,288 935,826

40,240,634 20,831,182
18,788,493 14,834,851
81,901 85,263
558,070 439,434
779,804 919,994
64,669,390 39,806,355
44,607,690 25,150,898
10,501,149 5,342,975
1,346 1,671
1,435,848 849,613
56,546,033 31,345,157
8,123,357 8,461,198
6,150,000 6,150,000
1,071,761 984,427

838,056 972,325
8,059,817 8,106,752

63,540 354,446

8,123,357

8,461,198

|\

/Managing Director
and Chief Executive

Chairman



Pak Oman Investment Company Limited

Unconsolidated Profit and Loss Account
For the year ended 31 December 2017

2017

2016

(US Dollar in '000)

35,824 20,721
28,072 13,009
7,752 7,712
(1,688) 1,523
163 (1,463)
(1,525) 60
9,277 7,652
554 546
855 1,098
1,645 5,785
14 23
15 43
3,083 7,495
12,360 15,147
5,192 5,151
425 711
5,617 5,862
6,743 9,285
6,743 9,285
2,514 3,088
352 29
(18) (222)
2,788 2,895
3,955 6,390
8,806 7,036
12,761 13,426
(US §)
0.0064 0.0104

Mark-up / return / interest earned
Mark-up / return / interest expensed
Net mark-up / interest income

(Reversal) / provision against non-performing advances ——
Provision / (reversal) for diminution in the value of investments
Bad debts written off directly

Net mark-up / interest income after provisions

NON MARK-UP/INTEREST INCOME

Fee, commission and brokerage income

Dividend income

Income from dealing in foreign currencies

Gain on sale of securities

Unrealised gain on revaluation of investments
classified as held-for-trading

Other income

Total non mark-up / interest income

NON MARK-UP /INTEREST EXPENSES

Administrative expenses

Other provisions / write offs

Other charges

Total non mark-up / interest expenses

Extra ordinary / unusual items
PROFIT BEFORE TAXATION

Taxation
- current
- prior years
- deferred

PROFIT AFTER TAXATION
Unappropriated profit brought forward
Profit available for appropriation

Basic and diluted earnings per share

The annexed notes from 1 to 43 form an integral part of these unconsolidated financial statements.
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Note

22
23

— 05—

9.3

24

25

26
13.2
27

28

29

2017

2016

(Rupees in '000)

3,955,607 2,287,972
3,099,597 1,436,373
856,010 851,599
——(186,343) 168,179
18,030 (161,531)
(168,313) 6,648
1,024,323 844,951
61,204 60,302
94,429 121,236
181,622 638,804
1,512 2,581
1,670 4,750
340,437 827,673
1,364,760 1,672,624
573,254 568,798
46,973 78,537
620,227 647,335
744,533 1,025,289
744,533 1,025,289
277,563 340,939
38,904 3,206
(8,602) (24,470
307,865 319,675
436,668 705,614
972,325 776,899
— 1408993 1482513
(Rupees)
0.71 1.15
Jﬁfnnaging Director

and Chief Exegi«e/

-

" Chairman



Pak Oman Investment Company Limited

Unconsolidated Statement of Comprehensive Income
For the year ended 31 December 2017

2017

2016

(US Dollar in '000)

3,955 6,390
70 (14)
1) 4
49 (10)
4,004 6,380
(3,604) (1,448)
997 553
(2,607) (895)
1397 5485

The annexed notes from 1 to 43 form an integral part of these unconsolidated financial statements.

V-

.\[/qw\. ( et

Chief Financial Officer

Mang ng Director
and Chief Executive

Profit after taxation
Other comprehensive income for the year

Items that may be reclassified subsequently
to profit and loss account

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

Remeasurement of defined benefit obligation
Related tax impact
Comprehensive income for the year
transferred to equity

Component of comprehensive income for
the year not transferred to equity

Deficit on revaluation of 'available for

sale' investments

Related tax impact

Total comprehensive income

Note

32.9

2017

2016

(Rupees in '000)

436,668 705,614
7,758 (1,529)
(2,327) 474
5,431 (1,055)
442,099 704,559
(397,974) (159,863)
110,034 61,080
(287,940) (98,783)
154,159 605,776
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Pak Oman Investment Company Limited

Unconsolidated Cash Flow Statement

For the year ended 31 December 2017

2017

2016

(US Dollar in '000)

6,743 9,285
(855) (1,098)
5,388 8,187
435 308
B 1
(14) (23)
(15) (43)
(1,688) 1,523
163 (1,463)
1 1
(1,113) 304
4,715 8,491
(9,985) (5,189)
(184,542) (22,495)
(34,119) (45,371)
82 (1,161)
(228,564) (74,216)
176,212 96,647
46,715 12,073
4,875 2,805
227,802 111,525
4,013 45,800
1) (1.00)
(1,403) (3.917)
2,609 41,882
5,005 (36,934)
. (829)
g (906)
874 1,080
(240) (313)
36 82
5,675 (37,820)
(3) (3)
(4,456) (3,342
(4,459) (3,345)
3,825 717
15,938 15,221

19,763 15,938

The annexed notes from 1 to 43 form an integral part of these unconsolidated financial statements.
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Chief Financial Officer
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Matfaging Director
and Chief Executive

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation
Less: Dividend income

Adjustments:
Depreciation

Amortization of intangible assets
Unrealised (gain) / loss on revaluation of investments
classified as held-for-trading
Gain on sale of property and equipment
(Reversal) / provision against non-performing advances
Provision / (reversal) for diminution in the value of investments
Finance charges on leased assets
Provision / (reversal) held against other assets

(Increase) / decrease in operating assets
Lendings to financial institutions
Net investments in held-for-trading securitics

Advances - net

Other assets (excluding taxation)

Increase / (decrease) in operating liabilities

Borrowings

Deposits and other accounts

Other liabilities

Finance charges paid on leased assets

Income tax paid

Net cash from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Net investments in available-for-sale securities
Investments in associates

Investment in subsidiary

Dividend income received

Purchase of operating fixed assets

Sale proceeds on sale of property and equipments

Net cash from / (used) in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Payments of finance lease obligations

Dividend paid

Net cash used in financing activities
Increase in cash and cash equivalents

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

Note

26

27& 25
10.5
9.3
26

30

2017

2016

(Rupees in '000)

744,533 1,025,289
(94,429) (121,236)
650,104 904,053

48,047 33,970
498 119
(1,512) (2,581)
(1,670) (8,750)
(186,343) 168,179
18,030 (161,531)
106 130
(122,844) 33,536
527,260 937,589
(1,102,462) (573,002)
(20,376,629) (2,483,843)
(3,767,299) (5,009,767)
9,078 (128,232)
(25,237,312) (8,194,844)
19,456,792 10,671,458
5,158,174 1,333,115
538,266 309,814
25,153,232 12,314,387
443,180 5,057,132
(106) (130)
(154,881) (432,546)
288,193 4,624,456
552,685 (4,078,143)
. (91,591)
5 (100,000)
96,457 119,208
(26,543) (34,589)
3,928 9,085
626,527 (4,176,030)
(325) (302)
(492,000) (369,000)
(492,325) (369,302)
422,395 79,124
1,759,805 1,680,681
2,182,200 1,759,805
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Pak Oman Investment Company Limited

Unconsolidated Statement of Changes in Equity
For the year ended 31 December 2017

Issued, Unappropriated Total
subscribed (Reserves) profit
and pald-up Statutory General
capital reserve reserve
(Rupees in "000)
Balance as at | January 2016 6,150,000 831,674 11,630 776,899 7,770,203
Total comprehensive income
Profit for the year ended 31 December 2016 - - - 705,614 705,614
Other comprehensive income - net of tax - - - (1,055) (1,055)
Total comprehensive income for the year - - - 704,559 704,559
Transfers
Transfer from surplus on revaluation of fixed
assets to unappropriated profit - net of tax - - - 990 990
Transfer to statutory reserve - 20% of the
profit for the year - 141,123 - (141,123) -
Transaction with owners recognised
directly in equity
Dividend for the year ended 31 December
2015 (Re. 0.6 per share) - - - (369,000) (369,000)
Balance as at 31 December 2016 6,150,000 972,797 11,630 972,325 8,106,752
Total comprehensive income
Profit for the year ended 31 December 2017 - - - 436,668 436,668
Other comprehensive income - net of tax - - - 5,431 5,431
Total comprehensive income for the year = = & 442,099 442,099
Transfers
Transfer from surplus on revaluation of fixed
assets to unappropriated profit - net of tax - - - 2,966 2,966
Transfer to statutory reserve - 20% of the
profit for the year - 87,334 - (87,334) s
Transaction with owners recognised
directly in equity
Dividend for the year ended 31 December
2016 (Re. 0.8 per share) - - s (492,000) (492,000)
Balance as at 31 December 2017 6,150,000 1,060,131 11,630 838,056 8,059,817
The annexed notes from 1 to 43 form an integral part of these unconsolidated financial statements.
! f
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Pak-Oman Investment Company Limited

Notes to the Unconsolidated Financial Statements
For the year ended 31 December 2017

21

2.2

23

LEGAL STATUS AND NATURE OF BUSINESS

Pak-Oman Investment Company Limited (the Company) was incorporated as a private limited company on 23 July 2001,
Subsequently, on 17 March 2004 the Company was converted into a public company. The Company is a joint venture between
the Government of Pakistan and the Government of the Sultanate of Oman. The Company's objectives interalia include promotion
of the economic growth of Pakistan and Oman through industrial development and agro-based industries on commercial basis and
to carry on the business of finance and / or investment Company. The registered office of the Company is situated at 1st Floor,
Block A, Finance and Trade Centre, Shahrah-e-Faisal, Karachi, Pakistan. The Company operates a branch at Lahore and other
representative offices at Islamabad, Gwadar and Muscat. The Company is designated as a development financial institution (DFT)
under the BPD Circular Letter No. 35 dated 28 October, 2003 issued by the State Bank of Pakistan.

BASIS OF PRESENTATION
Separate financial statements

These unconsolidated financial statements have been prepared in conformity with the format of financial statements prescribed by
the State Bank of Pakistan (SBP) vide BSD Circular No. 04, dated 17 February 2006. Furthermore, SBP vide BPRD Circular No.
02 dated 25 January 2018 has notified a new format of financial statements effective from the accounting year ending 31
December 2018. The new format would result in additional disclosures and certain changes in the financial statements
presentation.

These unconsolidated financial statements are separate financial statements of the Company in which the investments in
subsidiary and associates are stated at cost and have not been accounted for on the basis of reported results and net assets of the
investees (equity method) which is done in the consolidated financial statements of the Company.

US Dollar equivalent

The US Dollar amounts shown in the statement of financial position, profit and loss account, statement of comprehensive income
and cash flow statement are stated as additional information solely for the convenience of readers. For the purpose of conversion
to US Dollars, the rate of Rs. 110.4172 to 1 US Dollar has been used for 2017 and 2016 as it was the prevalent rate as on 31
December 2017.

Use of estimates and judgments

The preparation of financial statements in conformity with approved accounting standards requires the use of certain critical
accounting estimates. It also requires management to exercise its judgment in the process of applying the Company’s accounting
policies. The estimates / judgments and associated assumptions used in the preparation of the financial statements are based on
historical experience and other factors, including expectations of future events that are believed to be reasonable under the
circumstances. The key areas of estimate and judgments in relation to these financial statements are as follows:

a) Provision against non-performing advances

The Company reviews its loan portfolio to assess amount of non-performing advances and determine provision required there
against on quarterly basis. While assessing this requirement various factors including the past dues, delinquency in the
account, financial position of the borrower, value of collateral held and other requirements of Prudential Regulations are
considered.

b) Impairment of available-for-sale investments
The Company considers that available-for-sale investments are impaired when there has been a significant or prolonged
decline in the fair value below its cost. This determination of what is significant or prolonged requires judgment. In addition,
impairment may be appropriate when there is evidence of deterioration in the financial health of the investee, industry and
sector performance.

¢) Classification of investments

In classifying investments as “held-for-trading”, the Company has determined securities which are acquired with the intention
to trade by taking advantage of short-term market / interest ratc movements and are to be sold within 90 days.

\epnd—~
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In classifying investments as "held-to-maturity*" the Company follows the guidance provided in SBP circulars on classifying
non-derivative financial assets with fixed or determinable payments and fixed maturity. In making this judgment, the
Company evaluates its intention and ability to hold such investments to maturity.

The investments which are not classified as ‘held-for-trading’ or ‘held-to-maturity are classified as "available-for-sale".

d) Income taxes

In making the estimates for current and deferred income taxes, the management looks at the income tax law and the decisions
of appellate authorities on certain issues in the past. There are certain matters where the Company’s view differs with the
view taken by the income tax department and such amounts are shown as contingent liability.

¢) Fixed assets, depreciation and amortization

In making estimates of the depreciation / amortization method, the management uses method which reflects the pattern in
which economic benefits are expected to be consumed by the Company. The method applied is reviewed at each financial
year end and if there is a change in the expected pattern of consumption of the future economic benefits embodied in the
assets, the method would be changed to reflect the change in pattern.

During the year, the Company has changed its depreciation rate for leasehold improvements from 20% to 10% to reflect the
pattern in which the asset’s future economic benefits are expected to be consumed. The management has incorporated the effect of
change in accounting estimate in accordance with IAS 8 - “Accounting Policies, Changes in Accounting Estimates and Errors” in
the financial statements. The effect of these changes on actual and expected depreciation expense are recognised in profit and loss
account as follows:

2017 2018 2019 2020 2021 Later
(Rupees)
Increase / (decrease) in
depreciation expense __ (2,268,040) (2,628,324) (2,467,922)  (1,979,859) (1,722,421) 11,066,566

f) Employees' berefit plans

The liabilities for employees' benefit plans are determined using actuarial valuations. The actuarial valuations involve
assumptions about discount rates, expected rates of return on assets and future salary increases as disclosed in note 32. Due to
the long term nature of these plans, such estimates are subject to significant uncertainty.

g) Nor- banking assets acquired in satisfaction of claims.

Non banking assets acquired in satisfaction of claims are initially measured at settlement amount and upon revaluation, are
carried at revalued amounts less accumulated depreciation and impairment, if any.These assets are revalued as per SBP's
requirement by independent professionally qualified valuers taking into consideration assumptions and estimates.

h) Provistons against off - balance sheet obligations
The Company, in the ordinary course of business, issues guarantees. The commission against such contracts is
recognised in the profit and loss account under "fees, commission and brokerage income”. The Company's liability under
such contracts is measured at the higher of the amount representing unearned commission income at the reporting date
and the best estimate of the amount expected to settle any financial obligation arising under such contracts.

STATEMENT OF COMPLIANCE

These unconsolidated 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 (IASB) as are notified under the Companies Ordinance, 1984, the
provisions of and directives issued under the repealed Companies Ordinance, 1984 and the directives issued by the SBP. In case
requirements differ, the provisions of and directives issued under the repealed Companies Ordinance, 1984 and directives issued
by the SBP shall prevail.

The Companies Ordinance, 1984 has been repealed after the enactment of the Companies Act, 2017. However, as allowed by the
SECP under Circular No.23 dated 04 October 2017, these unconsolidated financial statements have been prepared in accordance
with the provisions of the repealed Companies Ordinance, 1984.
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5.1

5.2

The SBP has deferred the applicability of International Accounting Standard (IAS) 39, ‘Financial Instruments: Recognition and
Measurement' and IAS 40, 'Investment Property’ for DFIs through BSD Circular Letter No. 11 dated 11 September 2002 till
further instructions. Further, SECP has deferred the implementation of IFRS 7 Financial Instruments : Disclosures through SRO
411(1) / 2008 dated 28 April 2008. Accordingly, the requirements of these standards, their respective interpretations issued by
International Financial Reporting Committee (IFRIC) and Standing Interpretation Committee (SIC), have not been considered in
the preparation of these unconsolidated financial statements. However, investments have been classified and valued in accordance
with the requirements of various circulars issued by the SBP.

IFRS 8, 'Operating Segments' is effective for the Company's accounting period beginning on or after 1 January 2009. All DFIs in
Pakistan are required to prepare their annual financial statements in line with the format prescribed under BSD Circular No. 4
dated 17 February 2006, Revised Forms of Annual Financial Statements', effective from the accounting year ended 31 December
2006. The management of the Company believes that as the SBP has defined the segment categorisation in the above mentioned
circular, the SBP requirements prevail over the requirements specified in IFRS 8. Accordingly, segment information disclosed in
these financial statements is based on the requirements laid down by the SBP.

BASIS OF MEASUREMENT

These unconsolidated financial statements have been prepared under the historical cost convention except that certain investments
have been stated at revalued amounts in accordance with the directives of the SBP and obligations in respect of certain staff
retirement benefits are carried at present value.

Thke unconsolidated financial statements are prepared in Pakistani rupees which is the Company’s functional and presentation
currency.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these financial statements are set out below. These have been
consistently applied to all the years presented.

Cash and cash equivalents

Cash and cash equivalents comprise cash and balances with treasury Banks, balances with other Banks and placements with
financial institutions having maturities of three (3) months or less.

Revenue recognition

Interest income is recognized on a time proportion basis that takes into account effective yield on the asset. Premium or discount
on investments classified as held-for-trading, available-for-sale and held-to-maturity securities is amortised using the effective
interest method and taken to profit and loss account.

Financing method is used in accounting for income from lease financing. Under this method, the unearned lease income (excess
of the sum of total lease rentals and estimated residual value over the cost of leased assets) is deferred and taken to income over
the term of the lease period so as to produce a constant periodic rate of return on the outstanding net investment in lease.

In case of advances including finance lease and debt security investments classified under the Prudential Regulations, interest /

mark-up is recognized on receipt basis. Interest / mark-up on rescheduled / restructured advances and investments is recognized in
accordance with the Prudential Regulations of SBP.

Dividend income on equity investments and mutual funds is recognized when the right to receive is established.
Gains and losses on disposal of securities are recognised in the profit and loss account in the year in which they arise.

Gains / losses on termination of lease contracts, documentation charges, front-end fees and other lease income are recognized as
income on receipt basis.

Fee, brokerage and commission income other than commission on letters of credit, guarantees and remuneration for trustee
services are recognized upon performance of services.

Commission on letters of credit and guarantees is recognized on time proportion basis.

e



"2

3

:
4

3

53

54

5.5

5.5.1

5.5.2

Investments

The Company classifies its investments other than those in subsidiary and associates based on the criteria set out in BSD Circular
Nos. 10, 11 and 14 dated July 13, 2004, August 04, 2004 and September 24, 2004 respectively. The investments are classified in
the following categories as per SBP guidelines:

Held-for-trading — These are investments which are acquired with the intention to trade by taking advantage of short-term market
/ interest rate movements and are to be sold within 90 days. These are carried at market value, with the related gain / (loss) on
revaluation being taken to profit and loss account.

Held-to-maturity — These are investments which are acquired with the intention and ability to hold them up to maturity. These are
carried at amortised cost.

Available-for-sale — These are investments that do not fall under held-for-trading or held-to-maturity categories. These are carried
at market value with related gain / (loss) on revaluation being taken to ‘surplus / (deficit) on revaluation of assets’ account shown
below equity. On derecognition or impairment in available-for-sale investments, the cumulative gain or loss previously reported
as 'surplus / (deficit) on revaluation of assets' below equity is included in the profit and loss account for the period.

Investments other than those categorised as held-for-treding are initially recognised at fair value which includes transaction costs
associated with the investments. Investments classified as held-for-trading are initially recognised at fair value, and transaction
costs are expensed in the profit and loss account.

All regular way purchases / sales of investment are recognised on the trade date, i.e., the date the Company commits to purchase /
sell the investments. Regular way purchases or sales of investments require delivery of securities within the time frame generally
established by regulation or convention in the market place.

Held-for-trading and quoted available-for-sale securities are marked to market with reference to ready quotes on Reuters page
(PKRYV) or Mutual Funds Asscciation of Pakistan (MUFAP) or the Stock Exchanges.

Unquoted securities whose market value is not available are carried at cost less provision for diminution in value, if any.
Provision for diminution in value of investments in respect of unquoted shares is calculated with reference to book value of the
same.

Provision for diminution in value of investments for debt securities is calculated as per the SBP's Prudential Regulations.

Investments in subsidiary and associates are stated at cost. Provision is made for any impairment in value, if any.

The carrying values of investments are reviewed for impairment when indications exist that the carrying values may exceed the
estimated recoverable amounts.

Derivatives

Derivatives are initially recognised at fair value on the date on which a derivative contract is entered into and are subsequently
remeasured at their fair values. All derivatives are carried as assets when fair value is positive and as liabilities when fair value is
negative. Any change in the fair value of derivative financial instruments is taken to the profit and loss account.

Advances and net investment in finance lease

Advances

Advances are stated net of specific and general provisions against non-performing advances, if any, which are charged to profit
and loss account.

Provision against non-performing advances
Specific provisions are made in accordance with the requirements of the Prudential Regulations issued by SBP and charged to the

profit and loss account. These regulations prescribe an age based criteria (as supplemented by subjective evaluation of advances)
for classification of non-performing advances and computing provision / allowance there against.
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5.6

5.6.1

5.6.2

5.6.3

5.6.4

5.7

Net investment in lease

Leases are classified as finance lease when substantially all the risks and rewards incidental to ownership of an asset are
transferred to the lessee. A receivable is recognized at an amount equal to the present value of the lease payments, including
guaranteed residual value, if any. Finance lease receivables are included in advances.

Advances and finance lease receivables are written off when it is considered that there is no realistic prospect of recovery.

Operating fixed assets
Property and equipment - owned

Property and equipment are stated at cost less accumulated depreciation and impairment losses, if any. Depreciation is charged to
profit and loss account applying the straight-line method at rates stated in note 11.1.

Residual values and useful lives are reviewed at each balance sheet date and adjusted if impact is considered significant.
Depreciation on additions and deletions of property and equipment during a year is charged in proportion to the period of use.
Subsequent costs are included in the asset’s carrying amount or recognised as a separate itemn of property and equipment, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to the Company and the cost

of the item can be measured reliably. The carrying amount of the replaced part is derecognised. All other repairs and maintenance
are charged to the profit and loss account during the period in which they are incurred.

Item of property and equipment is derccognised when disposed off or when no future economic benefits are expected from its use
or disposal. Gains and losses on disposal of property and equipment are included in profit and loss account.

Property and equipment - leased

Assets held under finance lease are accounted for by recording the assets and related liabilities at the amounts determined on the
basis of the lower of fair value of assets and the present value of minimum lease payments at inception of lease and subsequently
stated net of accumulated depreciation. Finance charges are allocated over the period of lease term so as to provide a constant
periodic rate of charge on the outstanding liability. Depreciation is charged on leased assets on a basis similar to that of owned
assets. :

Capital work-in-progress

Capital work-in-progress is stated at cost less impairment losses, if any. These are transferred to specific assets as and when assets
are available for use.

Intangible assets

Expenditure incurred to acquire software licenses is capitalised as intangible assets and stated at cost less accumulated
amortization and impairment losses, if any.

Intangible assets having a finite life are amortised using the straight-line method over their estimated useful lives, at the rate stated
innote 11.2.

Amortization on additions and deletions of intangible assets during the year is charged in proportion to the period of use.

The estimated useful life and amortisation method are reviewed at the end of each annual reporting period, with the effect of any
changes in estimate being accounted for on a prospective basis.

Repurchase and resale agreements

Securities sold with a simultaneous commitment to repurchase at a specified future date (repos) continue to be recognised in the
statement of financial position and are measured in accordance with accounting policies for investments. The counterparty
liability for amounts received under these agreements is included in borrowings. The difference between sale and repurchase price
is treated as mark-up / return / interest expense and accrued over the life of the repo agreement using effective yield method.
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58.1

58.2

5.9

5.10

5.10.1

5.10.2

Securities purchased with a corresponding commitment to resell at a specified future date (reverse repos) are not recognised in the
statement of financial position, as the Company does not obtain control over the securities. Amounts paid under these agreements
are included in lendings to financial institutions. The difference between purchase and resale price is treated as mark-up / return /

interest income and accrued over the life of the reverse repo agreement using effective yield method.

Taxation
Current

The charge for current taxation is based on taxable income at the current rate of taxation after taking into account applicable tax
credits, rebates and exemption available, if any, or minimum taxation as per the Income Tax Ordinance, 20601 whichever is higher.
However, for income covered under final tax regime, taxation is based on applicable tax rates under such regime. The charge for
the current tax also includes adjustments wherever considered necessary relating to prior year, arising from assessments framed
during the year.

Deferred

The Company accounts for deferred taxation using the balance sheet liability method on temporary differences arising between
the tax base of assets and liabilities and their carrying amounts in the financial statements. The amount of deferred tax provided is
based on the expected manner of realisation or settlement of the carrying amount of assets and liabilities.

Deferred tax assets are recognised for all deductible temporary differences, carry forward of unused tax assets and any unused tax
losses, to the extent that it is probable that taxable profits will be available against which the deductible temporary differences,
carry forward of unused tax assets and unused tax losses can be utilised.

The carrying amount of deferred tax assets are reviewed at each statement of financial position date and reduced to the extent that
it is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred income tax asset to be
utilised.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the asset is realised or
the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at the reporting date.

Deferred tax related to gain / (loss) recognised in surplus / (deficit) on revaluation of assets is charged / credited to such account.

Borrowings

Borrowings are recognised initially at the value of consideration received. Difference between the consideration received and the
redemption value is recognised in profit and loss account over the period of the borrowings by applying effective rate of interest /
markup.

Staff retirement benefits
Defined benefit plan

The Company operates a funded-gratuity scheme for all its permanent employees. The scheme was established on 1 November
2002 and approved by the Commissioner of Income Tax with effect from 31 January 2003. Contribution to the fund is made every
year based on actuarial valuation. The actuarial valuation is carried out using the Projected Unit Credit Method (PUCM). Under
this methaod, the cost of providing gratuity is charged to the profit and loss account so as to spread the cost over the service lives
of the employees in accordance with the actuarial valuation. All actuarial gains and losses are recognized in Other Comprehensive
Income (OCI) in the periods in which they occur. The actuarial valuation was conducted as at 31 December 2017.

Defined contribution plan

The Company also operates a provident fund scheme for all its permanent employees. Equal monthly contributions at the rate of
8.33 percent per annum of salary are made by the Company and its employees. The scheme was established on 1 November 2002
and approved by the Commissioner of Income Tax with effect from 31 January 2003. Contributions from the Company are
charged to profit and loss account for the year.
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5.13

5.14

5.15

5.16

517

5.18

Compensated absences

Compensated absences (leaves) of employees are accounted for in the period in which these absences are carned.
Foreign currencies translation

Foreign currency transactions are translated into Pakistani Rupees (functional currency) using the exchange rate prevailing at the
dates of transactions. Monetary assets and liabilities in foreign currencies are translated into Pakistani Rupees using the exchange
rate prevailing at the reporting date. Foreign exchange gains and losses resulting from the settlement of foreign currency
transactions and from the translations of monetary assets and liabilities denominated in foreign currencies at statement of financial
position date are included in profit and loss account.

Provisions

Provisions are recognised when the Company has a present, legal or constructive obligation as a result of past event, it is probable
that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable estimate can be
made of the amount of obligation.

However, provisions are reviewed at each statement of financial position date and adjusted to reflect the current best estimate.
Offsetting

Financial assets and financial liabilities are offset and the net amount reported in the financial statement when there is a legally
enforceable right to set off the recognised amounts and the Company intends to settle on a net basis, or to realise the asset and
settle the liability simultaneously.

Dividend and reserves

Dividend declared and appropriations, except appropriations which are required by the law are recognised as liability and
recorded as changes in reserves in the period in which these are approved by the directors / shareholders as appropriate.

Impairment

The Company assesses at each balance sheet date whether there is any indication that non-financial assets except deferred tax
assets may be impaired. If such indication exists, the carrying amounts of such assets are reviewed to assess whether they are
recorded in excess of their recoverable amount. Where carrying values exceed the respective recoverable amount, assets are
written down to their recoverable amounts and the resulting impairment loss is recognized in profit and loss account. The
recoverable amount is the higher of an asset's fair value less costs to sell and value in use.

Where impairment loss subsequently reverses, the carrying amount of the asset is increased to the revised recoverable amount but
limited to the extent of the amount which would have been determined had there been no impairment. Reversal of impairment
loss is recognized as income.

Earnings per share

The Company presents basic and diluted earnings per share (EPS) for its shareholders. Basic EPS is calculated by dividing the
profit or loss attributable to ordinary shareholders of the Company by the weighted average number of ordinary shares
outstanding during the year. Diluted EPS, if any, is determined by adjusting the profit or loss attributable to ordinary shareholders
and the weighted average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares. There
were no dilutive potential ordinary shares in issue at 31 December 2017,

Financial instruments

Financial assets and liabilities are recognized at the time when the Company becomes party to the contractual provision of the
instrument. Financial assets are de-recognized when the contractual right to future cash flows from the asset expires or is
transferred along with the risk and reward of the asset. Financial liabilitics are de-recognized when obligation specific in the
contract is discharged, cancclled or expired. Any gain or loss on de-recognition of the financial asset and liability is recognized in
the profit and loss account of the current period. The particular recognition and subsequent measurement method for significant
financial assets and financial liabilities are disclosed in the individual policy statements associated with them.
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5.20

5.21

5.22

Certificates of investment (COI)

COI are initially recorded at the amount of proceeds received. Mark-up accrued is recognized separately as part of liabilities and
is charged to profit and loss account on a time proportion basis.

Segment information

A segment is a distinguishable component of the Company that is engaged in either providing products or services (business
segment), or in providing products or services within a particular economic environment (geographical segment), which is subject
to risks and rewards that are different from those of other segments.

Business segments

- Corporate finance

Corporate finance includes services provided in connection with mergers and acquisitions, underwriting, privatization,
securitization, research, debts (government, high yield), equity, syndication, Initial Public Offers (IPO) and secondary private
placements,

- Trading & sales

Involves the businesses of equity trading and fixed income securities.

- Commercial banking

Commercial banking includes project finance, real estate, export finance, trade finance, factoring, leasing, lending,
guarantees, bills of exchange and deposits.

Non- banking assets acquired in satisfaction of claims.

Non banking assets acquired in satisfaction of claims are initially measuréd at settlement amount and upon revaluation, are carried
at revalued amounts less accumulated depreciation and impairment, if any. These assets are revalued as per SBP's requirement by
independent professionally qualified valuers to ensure that their net carrying value does not differ materially from their carrying
value. Surplus arising on revaluation of property is credited to the "surplus on revaluation of fixed assets" account and any deficit
arising on revaluation is taken to profit and loss account directly. Legal fees, transfer cost and direct cost of acquiring title of
property is charged to profit and loss account and not capitalised.

Standards, interpretations and amendments to 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 2018:

- Classification and Measurement of Share-based Payment Transactions - amendments to IFRS 2 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.

- Annual Improvements to IFRSs 2014-2016 Cycle [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.

\eomd—~
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IFRIC 22 ‘Foreign Currency Transactions and Advance Consideration’ (effective for annual periods beginning on or after 1
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. The application of interpretation is not likely to have an impact on Company’s financial statements,

IFRIC 23 ‘Uncertainty over Income Tax Treatments’ (effective for annual periods beginning on or after | January 2019)
clarifies the accounting for income tax when there is uncertainty over income tax treatments under IAS 12. The interpretation
requires the uncertainty over tax treatment be reflected in the measurement of current and deferred tax. The application of
interpretation is not likely to have an impact on Company’s financial statements.

IFRS 15 ‘Revenue from contracts with customers’ (effective for annual periods beginning on or after 1 July 2018). [FRS 15
establishes a comprehensive framework for determining whether, how much and when revenue is recognized. It replaces
existing revenue recognition guidance, including IAS 18 ‘Revenue’, IAS 11 ‘Construction Contracts’ and IFRIC 13
*Customer Loyalty Programmes’. The Company is currently in the process of analyzing the potential impact of changes
required in revenue recognition policies on adoption of the standard.

IFRS 9 ‘Financial Instruments’ and amendment — Prepayment Features with Negative Compensation (effective for annual
periods beginning on or after 1 July 2018 and | January 2019 respectively). IFRS 9 replaces the existing guidance in IAS 39
Financial Instruments: Recognition and Measurement. IFRS 9 includes revised guidance on the classification and
measurement of financial instruments, a new expected credit loss model for calculating impairment on financial assets, and
new general hedge accounting requirements. It also carries forward the guidance on recognition and derecognition of
financial instruments from IAS 39. The Company is currently awaiting instructions from SBP as applicability of IAS 39 was
deferred by SBP till further (as explained in note 3).

Amendment to IAS 28 ‘Investments in Associates and Joint Ventures’ - Long Term Interests in Associates and Joint Ventures
(effective for annual period beginning on or after 1 January 2019). The amendment will affect companies that finance such
entities with preference shares or with loans for which repayment is not expected in the foreseeable future (referred to as long-
term interests or ‘LTI’). The amendment and accompanying example state that LTI are in the scope of both IFRS 9 and IAS
28 and explain the annual sequence in which both standards are to be applied. The amendments are not likely to have an
impact on Cotnpany’s financial statements.

Annual Improvements to IFRS Standards 2015-2017 Cycle - the improvements address amendments to following approved
accounting standards:

- IFRS 3 Business Combinations and IFRS 11 Joint Arrangement - the amendment aims to clarify the accounting treatment
when a company increases its interest in a joint operation that meets the definition of a business. A company remeasures
its previously held interest in a joint operation when it obtains control of the business. A company does not remeasure its
previously held interest in a joint operation when it obtains joint control of the business.

- IAS 12 Income Taxes - the amendment clarifies that all income tax consequences of dividends (including payments on
financial instruments classified as equity) are recognized consistently with the transaction that generates the distributable
profits.

- IAS 23 Borrowing Costs - the amendment clarifies that a company treats as part of general borrowings any borrowing
originally made to develop an asset when the asset is ready for its intended use or sale.

The above amendments are effective from annual period beginning on or after 1 January 2018 and are not likely to have an
impact on Company’s unconsolidated financial statements.

In addition, the Companies Act, 2017 was enacted on 30 May 2017 and SECP vide its circular 23 of 2017 has clarified that
the companies whose financial year closes on or before 31 December 2017 shall prepare their financial statements in
accordance with the provisions of the repealed Companics Ordinance, 1984. The Companies Act, 2017 applicable for
financial year beginning on 1 January 2018 requires certain additional disclosures and Section 235 of the repealed
Companies Ordinance, 1984 relating to treatment of surplus arising out of revaluation of assets has not been carried forward
in the Companies Act, 2017.
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CASH AND BALANCES WITH TREASURY BANKS Note 2017 2016
(Rupees in "009)

Cash in hand:

local currency 320 84

foreign currency 158 149

Balances with State Bank of Pakistan in local currency - current account 6.1 169,408 88,651

169,886 88,884

6.1 This represent the amount required to be maintained by the Company in accordance with the SBP's Regulations.
7. BALANCES WITH OTHER BANKS Note 2017 2016
(Rupees in '000)
In Pakistan:
current accounts 6,346 8,217
deposit accounts 7.1 2,005,642 1,662,449
2,011,988 1,670,666
Outside Pakistan:
current accounts 326 255
2012314 1670921
71 These include term deposit receipts (TDRs) of Rs. 2,000 million (2016: Rs. 1,650 million) maturing between January 2018 to June
2018 (2016: January 2017 to December 2017). These carry mark-up rates ranging from 6.75 to 9 (2016: 6.40 to 8.50) percent per
annum,
8. LENDINGS TO FINANCIAL INSTITUTIONS Note 2017 2016
(Rupees in '000)
Repurchase agreement lendings . 8.1 2,038,288 935,826
Certificate of investments (COIs) - -
2008288 935826
8.1 These are short-term lendings to different financial institutions secured against government securities as disclosed in note 8.3
which are purchased under resale obligations. These carry mark-up rates ranging from 5.70 to 6.25 (2016: 6.15 to 6.25) percent
per annum and will mature in January 2018 (2016: January 2017).
8.2 Particulars of lendings 2017 2016
(Rupees in '000)
In local currency ) 2,038,288 935,826
In foreign currency - -
2038288 __ 035826
83 Securities held as collateral against lendings to financial institutions
2017 2016
Note Held by Given as Total Held by the Given as Total
the collateral Company collateral
Company
(Rupees in '000)
Market Treasury Bills - 1,328,288 1,328,288 296,955 438,871 735,826
Pakistan Investment Bonds - 710,000 710,000 - 200,000 200,000
8.3.1 - 2,038,288 2,038,288 296,955 638,871 935,826
8.3.1 Market value of these securities amount to Rs. 2,099 million (2016: Rs. 941 millicn).
\eand—
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9.1

INVESTMENTS

Note
Investments by types 9.5
Held-for-trading securities

Pakistan Investment Bonds (PIBs) 9.4&95.1

Market Treasury Bills (T-Bills) 9.4&9.5.1
Listed ordinary shares 9.5.2.1
Available-for-sale securities

Pakistan Investment Bonds (PIBs) 9.4&9.5.1

Ijara Sukuks 94&9.5.1
Market Treasury Bills (T-Bills) 94&95.1
Listed ordinary shares 9.5.2.2
Unlisted ordinary shares 9.5.3
Term finance certificates (TFCs) 95.4&95.5
Sukuk certificates 9.5.6
Commercial papers 9.5.7
Assoclates 958
Japan Power Generation Limited

Pak Oman Microfinance Bank Limited

Pak Oman Advantage Islamic

Income Fund

Pak Oman Islamic Asset Allocation Fund

Pak Oman Advantage Asset

Allocation Fund

Pak Oman Government Securities Fund

Subsidiary

Pak Oman Asset Management
Company Limited 9.5.9

Investments at cost

Less: Provision for diminution in the
value of investments 93

Investments - net of provisions

Deficit on revaluation of
held-for-trading securities 9.6
Surplus / (deficit) on revaluation of
available-for-sale securities 20
Total investments

\:‘\‘W\L

2017 2016
Held by Given as Total Held by the Given as Total
the collateral Company collateral
Company
(Rupees in '000)
1,266,154 149,711 1,415,925 602,866 1,036,725 1,639,591
2,530,885 || 19,906,888 || 22,437,773 430,275 1,370,506 1,800,781
4,409 - 4,409 41,106 - 41,106
3,801,448 20,056,659 23,858,107 1,074,247 2,407,231 3,481,478
59 1,081,861 1,081,920 183,630 2,423,324 2,606,954
242,727 10,347,683 || 10,590,410 194,832 9,733,012 9,927,844
145,807 - 145,807 653,703 - 653,703
121,333 226,000 347,333 121,333 226,000 347,333
2,675,838 - 2,675,835 || 1,723,926 - 1,723,926
866,086 - 866,086 1,146,159 - 1,146,159
47,479 - 47,479 - - .
4,099,326 11,655,544 15,754,870 4,023,583 12,382,336 16,405,919
- 70,726 70,726 - 70,726 70,726
384,708 - 384,708 384,708 - 384,708
165,025 - 165,025 165,025 - 165,025
92,414 - 92,414 92,414 - 92,414
84,078 - 84,078 84,078 - 84,078
249,000 - 249,000 {| 249,000 - 249,000
975,225 70,726 1,045,951 975,225 70,726 1,045,951
498,300 - 498,300 498,300 - 498,300
9,374,299 31,782,929 41,157,228 6,571,355 14,860,293 21,431,648
855,075 70,726 925,801 935,409 70,726 1,006,135
8,519,224 31,712,203 40,231,427 5,635,946 14,789,567 20,425,513
(883) (1,567) (2,450) (2,229) (1,733) (3,962)
13,532 (1,875) 11,657 117,230 292,401 409,631
8&311873 31!708!761 40!240!634 53750!947 15!080!235 20!8315182



3 T3 T3 T3

"3

3

9.2

9.3

Investments by segments

Federal Government Securities
Pakistan Investment Bonds (PIBs)
Ijara Sukuk

Market Treasury Bills (MTBs)
Fully paid up ordinary shares

Listed companies
Unlisted companies

Term finance certificates (TFCs)

Listed

Unlisted

Sukuk certificates
Commercial papers
Investment in associates
Investments in subsidiary

Total investments at cost

Less: Provision for diminution in the value of investments

Investments (net of provisions)

Deficit on revaluation of held-for-trading securities
Surplus on revaluation of available-for-sale securities

Total investments

Note

9.4,95&9.6
9.4,9.5&9.6
9.4,95&9.6

9.5.2
9.5.3

9.5.4

9.5.5

9.5.6

9.5.7

9.5.8

9.5.9

9.3

9.6
20

Particulars of provision for diminution in the value of investments

Opening balance

Charge for the year
Reversals for the year

Transfer to capital gain due to disposal of relevant investments

Closing balance

9.3.1

932

2017 2016
(Rupees in '0600)
2,497,845 4,246,545
33,028,183 11,728,625
35,526,028 15,975,170
150,216 694,809
347,333 347,333
497,549 1,042,142
1,244,127 909,398
1,431,708 814,528
2,675,835 1,723,926
866,086 1,146,159
47,479 -
1,045,951 1,045,951
498,300 498,300
41,157,228 21,431,648
925,801 1,006,135
40,231,427 20,425,513
(2,450) (3,962)

11,657 409,631

40,240,634 20,831,182

1,006,135 1,257,431
113,486 79,820
(95,456) (241,351

18,030 (161,531)
(98,364) (89,765)

925,801 1,006,135

9.3.1 In 2016 reversal of provision Rs. 228.5 million against property swap of Rs 301 million Pace Pakistan Ltd's TFCs.
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9.3.2

9.4

9.4.1

9.5

9.5.1

9.5.1.1

9.5.1.2

Particulars of provision in respect of types and segments

Available-for-sale securities
Shares

- Listed

- Unlisted

Term Finance Certificates

- Listed

- Unlisted

Sukuk

Assoclate
Subsidiary

2017

2016

(Rupees in '000)

71,111 55,989
121,333 121,333
213,517 237,920
130,694 179,455
161,045 183,337
697,700 778,034

70,726 70,726
157,375 157,375

925,801 1,006,135

The rates of return on PIBs maturing between March 2018 to July 2024 (2016: March 2018 to April 2026), range from 6 to
8.25 (2016: 6.12 to 13.20) percent per annum. The rate of return on market treasury bills maturing between January 2018
to April 2018 (2016: January 2017 to October 2017), range from 5.93 to 6.02 (2016: 5.81 to 6.22) percent per annum.

PIBs and T-Bills having face valuc amounting to Rs. 626 million have been collateralized against a loan sanctioned to Pak
Oman Asset Management Company Limited by Habib Bank Limited for the acquisition of Askari Investment Management

Limited (AIML).

Detailed Information relating to investments including quality of

available-for-sale securities is given below:

Government Securities

Held-for-trading

Pakistan Investment Bonds (PIBs)
10 years

S years

3 years

Market Treasury Bills (MTBs)
3 months

6 months

12 months

Available-for-sale

Pakistan Investment Bonds (PIBs)
20 years

15 years

10 years

S years

3 years

Ijara Sukuk

Market Treasury Bills (MTBs)
6 months
12 months

\eqwn-

2017 2016
Market Rating Market Rating
Value Value
(Rupees in (Rupees in
'000) '000)
347,842 Unrated 80,818 Unrated
74,917 Unrated 1,040,255 Unrated
992,319 Unrated 515,459 Unrated
1,415,078 1,636,532
10,856,114 Unrated 819,627 Unrated
11,580,047 Unrated 98,805 Unrated
- 882,261 Unrated
22,436,161 1,800,693
- 23,621 Unrated
- 482,853 Unrated
579,759 Unrated 2,434,738 Unrated
503,013 Unrated -
1,082,772 2,941,212
4,590,475 Unrated -
5,997,129 Unrated 9,919,640 Unrated
10,587,604 9,919,640
T 35.521.615 _ 16298077
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9.5.2

9.5.2.1

9.5.2.2

Listed shares

Held-for-trading

Chemical
Fauji Fertilizer Company Limited

Power generation & Distribution
K- Electric Limited

Cable & Electrical Goods
Pak Elektron Limited

Commercial Banks
MCB Bank Limited

Refinery
National Refinery Limited

Automobile Assembler

Indus Motor Company Limited
Millat Tractors Limited
Al-Ghazi Tractors Limited

Avallable-for-sale
Coustruction and materials (Cement)

Fauji Cement Company Limited
Lucky Cement Limited
DG Khan Cement Company Limited

Electricity

HUB Power Company Limited

Kot Addu Power Company Limited
Nishat Chumian Power Limited
Nishat Power Limited

Chemical
Agritech Limited ( Note 9.5.5.2)
Engro Corporation Limited

Commercizl Banks

Bank of Punjab Limited
Habib Bank Limited

Habib Metro Bank Limited
MCB Bank Limited
National Bank of Pakistan
United Bank Limited

Reflaery / Oil & Gas

Attock Refinery Limited

Qil & Gas Development Company Limited
Pakistan Oilfield Limited

Pakistan Petroleum Limited

Pakistan State Oil Company Limited
National Refinery Limited

Mari Petroleum Company Limited

Paper and Board
Cherat Packaging Limited

Food & Personal care products
Engro Foods Limited

Textile
Nishat Mills Limited
Nishat (Chunizn) Limited

Engineering

International Industries Limited
Intemnational Steels Limited
Crescent Steel & Allied Products
Amerli Steels Limited

Mughal Iron & Steel Industries
Automobile Assembler

Honda Atlas Cars (Pakistan) Limited

Fertilizer
Engro Fertilizer Company Limited

Pharmaceuticals
The Secarle Company Limited

N

Rating

Unrated

AA/Al+

A+/Al

AAA/ AL+

AAHAL+

AA/AL+
Unrated
Unrated

AA+/Al+
AA+HAL+
Unrated
A+/Al

Unrated
AA/ AL+

AA/ Al+
AAA/ALY
AA+HAL+
AAA/ALY
AAA/AL+
AAA/AL+

AANAL+
AAANAL+
Unrated
Unrated
AA+/ AL+
AAAL+
Unrated

Ugrated

Unrated

AA/ AL+
Unrated

Unrated
Unrated
Unrated
Unrated
Unrated

Unrated

AAJAL+

Unrated

No. of shares held

2017

700,000

1,326,728

2016

75,000

35,000
20,000
10,000

3,500
9,000
10,000

600,000
40,000
95,000

200,000
400,000
550,000
400,000

1,926,616
100,000

700,000
115,000
200,000
205,000

30,000
100,000
55,000
70,000
42,000
4,750

5,000
55,000

159,500
250,000

100,000
75,000
35,000

150,600

120,000

15,000
215,000

220

Cost Market value
2017 2016 2017 2016
(Rupees In '000) ————

- 1954 - 7,828

4,409 - 4,418 .
- 2,493 - 2,495
- 4,747 - 4,156
- 5,865 - 5,711
- 5,584 - 5,651
- 8,105 - 8,142
- 6,358 - 5,708
4,409 41,106 4,418 40,291
- 24,387 - 27,048
- 28,487 - 34,650
- 18,842 - 21,064
- 24,510 - 24,696
- 33,886 - 31,520
- 30,641 - 30,514
- 22,194 - 25,636
46,435 67,449 6,460 24,429
- 31,482 - 31,609

9372 - 68,236 -
- 19,816 - 24,592
- 24,847 - 25,900
- 26,250 - 27,349
- 14,626 - 14,978
- 39,346 - 48,974
- 10,829 - 12,759
- 14,487 - 16,535
- 23,895 - 29,404
- 15,105 - 16,936
- 28,307 - 30,395
- 24,980 - 23,987
- 6,595 - 6,531
- 1,756 - 1,690
- 8917 - 10,557
- 23,645 - 24,287
- 13,600 - 15,607
- 17,522 - 20,373
- 6,077 - 7,330
- 5,193 - 5,396
- 10,469 - 9,989
- 11,824 - 10,579
- 8,824 - 10,030
. 14,302 - 14,616
- 113 - 144
145,807 653,703 74,696 660,104
150216 694,809 9,114 709,395




o Tl

9.53  Partlculars of Investrments held In shares of unlisted companies

9.53.1 Available-for-sale

W Number of shares beid Cost Share Bresk-cp/ Latest Nameof
I 017 2016 1017 2016 boldizg camylog svailsble the Chief
L (Rapees L3 '00) % vatus per fizanelsl Earcutive
share statements
F"" Sharcholding upto 10% 3 (Repees)
1 Albamrs Avenue (Private) Limited 5,000,000 3,000,000 50,000 50,000 2 931  30-hne-2012°**  Mr. Mubzmmad iammad
Pakistza Textile City Limited (Note 5,000,000 5,000,000 50,000 30,000 4.00 338 30-Jun-2018°*  Mr. Mohammad Jlanif
9511
! Texhlogix Intenstional Limited 1512,197 131,197 2133 21,333 1.84 696 31.Dcc-2016%* Mt Kewan Qadre Khawsja
i 1 Mz, Satman Akder (Co CEOs)
Oricce Power Company (Privaze) 22,600,000 22,600,000 126,000 226,000 .43 24188 30-}un-2017°  Mys. Nadeom Baber
Limitod (Nots 21.2)
m 34138 341333 ~. .
—_—————
e
*Auditcd financial statements
* Auditod consalidatod fnancial
.
¢ Unsudited financiat stazements -
o]
9.54  Llsted Term Flnance Certificates
9.5.4.0 Available-for-sale
Rate of Laterest Proflt Payment Mazturity Lacg Term Na. of certificates beld Market vatoe
radog 2017 2016 017 2016
(Rzpees Lo '000)
Cocamercial banks / DFLs
w Bank Al-Falah Limited V 6 muath Kibor ¢ 1.25% alf yearly 20-Feb-21 AA 19,500 29,300 149,384 151,168
! Habid Rank Limited 6 month Kibor + 0.5% Half yeasly 19-Feb-26 AAr 1,000 - 99,086 -
MCB Bark Limited (Farmerly NIB Bank 6 month Kibor + 1.15% Half yearly 19-Jun-22 AAA 70,000 33,000 384946 176,810
Lireited)
m Summit Bark Limitod 6 month Kibor ¢ 3.25% Elalf yearly 27-0a-18 A-(S0) 10,000 10,000 50,263 50338
H Sooeri Bank Limitod 6 month Kibar + 1.35% Half yeasly 8-hi-23 Unrated 76,700 60,000 323,576 305278
) Techaology sad communlestion
m WarldCalt Telecom Limitcd 6 month Kibor + 1.6% Half yoarly 10a21  Unmwd 103,613 108,623 . -
Personsl goods
Argard Nioe Limited 6 enonth Kibee ¢ 2.4% Half yearly 20-S¢p-17 Unraied - 15,000 - -

1,037,698 683,612
Crm—— pe—————

9.5.4.2 The face valuc of cach certificate held in listed TFCs is Rs. 5,000 cxcept Habib Bank Limitcd Rs 100,000 (2016: Rs. 5,000) per certificatc as at issuc datc.

9.5.5 Unlisted Term Flnance Certlflcate

9.5.5.1 Available-for-sale

Rate of Interest Profit Paymeot Maturity Loag Term No. of certificstes beld Market vtue
i Resiog 117 2016 2017 2016
{Rupers tn 000)
Commerclisl banks
Askani Bank Limited 6 months Kibur + 1.20% 10tf yeuly 30-Scp-24 AA. 50,000 . 135020 -
Faysal Bank Limited - PPTFC 6 month Kibur + 2.25% Half yeaity 27-Dex-17 AA - 30,000 - 15,456
Bank Al-Falab Limited - IV 6 moath Kibur ¢ 23% Half ycatly 2-Dec-17 AA- - 33,000 - 110,866
Bank Al Habd Limited 6 month Kibr + 0.75% Half yearly 17-Mar-26 AA- 40,012 . 100,140 -
S Bank liguted - PPTFC 6 munths Kibor 1 1.30% Half yeatly 14.Dcc-23 A 60,000 60,000 199,909 300,000
"m 15 Bank limited - PPTFC 1) 6 months Kibor+ 1.40%, Halfycaly 29-Dec-24 A 40,000 - 300,000 .
The Baak of Punyab 6 munths Kibur 1 1% Malf ycusly 23-Dex-26 AA 2,500 1,500 249,650 150,000
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I
(W‘ Rats of Interest Profit Payment  Maturity Long Term No. of certificates held Mariket vatug
L ’ Ratizg
017 2016 2017 2016
(Rapees [a '000)
F‘ Chemien)
Agritech Limited (Not¢ 9.5.5.2) 6 month Kibor + 1.75% Half yeasly 29-Nov-19 Unrated 20,000 20,000 - -
rm Agritech Limited (Note 9.5.5.2) Zct0 coupon Half yeasty 1-la0-15 Unrated 4309 4309 - -
) Personal goods
L Azgard Nine Limited - (I 6 mooth Kibor +2.25% Half yearly 4-Dex-17 Uarsted - 2,000 - -
Azgard Nine Limited - IV 3 meath Kibor + 1% Quartcrly 18-Nov-15 Unrated - 5,000 - .
Azgerd Nine Limited - V 2c10 coupoa Half yearty 31-Mar-17 Unrated . 5,687 - .
m Microfizance Basks
[ U Microfisance Bank Limited 6 moath Kibor +3.5% Half yearty 29-Jun-24 BBB+ 20,000 . 100,000 .
Leastzg
i"' Sccurity Leasing Corporstion Limitod . 29-Jaa-22 Unreted 12,000 12,000 - -
|
) 1,299,982 636,322
9.5.5.2 As per the terms of the Share Transfer and Debt Swap Agreement, Agritech Limited shares shall be held by the respective trustees for the TFC issues in their name for and on

bebalf of the TFC Holders who shall be the beneficial owners of the subject shares in proportion to their holdings. The Trustecs for the TFC issuc are authorised pursuant to
sharcholders investors agreement to hold the said shares for and on behalf of TFC holders for a period of five years from the date of transfer.

f‘m 9.5.5.3 The face valus of each certificate held in unlisted TFCs is Rs. 5,000 (2016: Rs 5,000) except Tho Bank of Punjab Rs 100,000 (2016: Rs. 100,000) per certificate as at issue
\' date.
9.5.6 lavestment In Sukuks
fm 9.5.6.1 Available-for-sale
{ Rats of 1aterest Profit Payment Maturity Loag Term No. of certtficates beld Market valze/Cost
Ratlog 2017 016 2017 2016

rm (Rapees tn *000)
; Personal Goods

Amtex Limited 3 moath Kidor + 2% Quarnterty 12-0ct-12  Unrated 12,000 22,000 20450 20450
™
| Lesstag

Scaurity Leasing Corporstion
rm Limited [ . Mocthly 19-J22-22 Unmicd 10,000 10,000 - .
)
i Ew

Lidaty Power Toch (Private) Limited 3 month Kibor + 3% Quarterly 18-Mar-21 Ar 60,000 60,000 143,378 178219
rm K-Electric Limited 3 enoath Kibor + 2.25% Quarterly 19-Mar-17 AA - 8,000 - 40347
' Banks
r‘l Al Baraka Bark (Pakistan) Limitcd 6 moaths Kibor +1.25% Half yearly 25-Sep-21 A 00 500 285,594 353,684

08 & Gas Marksting Companies

Hascol Petroleum Limited 3 months Kibor + 1.50% Quastarly 612022 AA 60,000 60,000 262,677 310,991
!m' Miscellancous
L

Al-Razi HealthCare (Private) Limited 6 moath Kibor + 2.5% Mounthly 4Fcb-21 Ugreied - 30,000 - 66,875
m New Altied Electroaic Industrics
i {Privaic) Limited 3 moath Kibor +2.6% Quarterly 25-%ul-12 Uorated 272,000 272,000 . .

712,599 970,626
{m 9.5.6.2 Tfle face value of each certificate held in unlisted Sukuks is Rs. 5,600 (2016: Rs. 5,000) per certificate as at issue datc except for New Allied Electronic Industries (Private)
i Limited having face value per Sukuk of Rs. 312.5 (2016: Rs. 312.5) and Al-Baraka Bank (Pakistan) Limited having face value of Rs 1 million.
9.8.7 Commercial papers

The rates of return on these Ci

1 \ear

ial papers ing in September 2018 is 7.72% (2016: ril) per annum.



9.5.8

9.5.8.1

9.5.8.2

9.58.3

9.5.8.4

9.5.8.5

Investment in associates

The Company holds investment in ordinary shares of Rs. 10 each in the following entity:

2017

2016

2017 2016

Number of shares / units
Quoted
Japan Power Generation 17,622,878 17,622,878
Limited (JPGL)
(Note 9.5.8.3 and 21.1N
Pak Oman Islamic Asset 2,000,000 2,000,000
Allocation Fund
Pak Oman Advantage Asset 2,000,000 2,000,000
Allocation Fund
Pak Oman Advantage Islamic 3,269,170 3,269,170
Income Fund
Pak Oman Government 23,660,643 23,660,643
Securities Fund
Unquoted
Pak Oman Microfinance Bank 38,470,788 38,470,788

Limited (Note 9.5.11)

**Published Net Asset Value
* Audited financial statements

(Rupees in '000)

70,726 70,726
92,414 92414
84,078 84,078

165,025 165,025
249,000 249,000
384,708 384,708

—LO045951 1045951

Break-up

Holding value per
share /

(Rupees)
11.29% (42.59)
49.99% 53.51
81.28% 50.81
53.99% 53.64
90.42% 10.88
16.67% 10.01

Latest
available
unaudited
financial
statements

30-June-17*

31-Dec-17**

31-Dec-17**

31-Dec-17**

31-Dec-17**

31-Dec-17 *

Name of the chief
executive

Mr. Amjad Awan

Mr. Adeel Ahmad
Khan

Mr. Adeel Ahmad
Khan

Mr. Adeel Ahmad
Khan

Mr. Adeel Ahmad
Khan

Mr. Teizoon Kisat

The Company exercises significant influence on the financial and operational policies of JPGL due to representation of four directors out of thirteen directors.
Accordingly, investment in JPGL is accounted for as investment in associate in these unconsolidated financial statements.

The above associates are incorporated in Pakistan.

Associates - Key Information Pak Oman PakOman PakOman PakOman Japan Power Pak Oman
Advantage  Islamic Advantage Government  Generation Microfinance
Islamic Asset Asset Securities Limited *** Bank ***
Income Allocation  Allocation Fund **
Fund ** Fund ** Fund **
(Rupees in '000)
Assets 328,180 218,312 130,183 287,729 11,856,868 2,391,691
Liabilities 3,401 4,238 5,160 3,060 17,673,828 80,903
Total income 25,845 19,671 (23,422) 19,797 192,970 290,540
Profit / (loss) before taxation 9,713 (73,491) (38,078) 15,280 (169,783) 43,744
Profit / (loss) after taxation 9,713 (73,491) (38,078) 15,280 (169,783) 29,562
**Published Net Asset Value
*** Unaudited financial statements .
Percentage Break-up Latest Name of the chiefl
i of holding value per available executive
Investments in Subsidiary ' - oo il s
2017 2016 2017 P
Number of shares (Rupees in '000) % (Rupees) statements
Pak Oman Asset Management 515,405,844 515,405,844 498,300 498,300 96.96% 0.503 31-Dec-17 Mr. Adeel Ahmad
Company Limited ( Note Khan
9.5.10)
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9.5.10 Investment in Pak Oman Asset Management Company Limited is part of strategic investment of the
Company. These shares are in the custody of CDC and cannot be sold without the prior approval of the
SECP in accordance with Circular Letter No. 9 of 2006 dated 15 June 2006 in addition to mandatory
holding period of five years from the last date purchase of these shares.
9.5.11 Investment in these securities forms part of strategic investment of the Company and cannot be sold for a
period of five years from the last date of purchase of securities.
9.6 (Deficit) / surplus on revaluation of Note 2017 2016
held-for-trading securities : (Rupees in '000)
Federal Government Securities
- Market Treasury Bills (1,612) (88)
- Pakistan Investment Bonds (847) (3,059)
(2,459) (3,147)
Shares - listed 9 (815)
(2,450) (3,962)
10. ADVANCES
In Pakistan
Loans, cash credits, running finances, etc. 17,619,083 13,048,162
Net investment in finance leases 10.2 1,521,930 1,881,884
Margin trading 309,281 841,195
Advance against leases 97,503 7,683
Staff loans 10.3 115,956 121,205
Advances - Gross 10.1 19,663,753 15,900,129
Less: Provision for non-performing loans and advances -
Specific 875,047 1,065,205
Provision for non-performing loans and advances -
General 213 73
10.5 875,260 1,065,278
Advances - net of provision 18,788,493 14,834,851
10.1 Particulars of advances (Gross)
10.1.1 Inlocal currency 10.1.3 19,663,753 15,900,129
10.1.2  In foreign currency - -
10.1.3  Short term (for upto one year) 5,808,784 5,184,551
Long term (for over one year) 13,854,969 10,715,578
19,663,753 15,900,129
\eame 19663753 __15.900.120
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10.2

10.2.1

Net Investment In finance lease

The periodic break-up of minimum lease payments due are as follows:

2017 2016
Not later Later than Later than
one and less Not later one and less
than Gne than five Tokal than one year  than five Total
- dead years years
(Rupees in '000)
Lease rentals receivable 740,694 593,839 1,334,533 928,720 822,021 1,750,741
Residual value 106,907 221,258 328,165 67,687 251,684 319,371
Minimum lease payments 847,601 815,097 1,662,698 996,407 1,073,705 2,070,112
Financial charges for future periods (81,956) (58,812) (140,768) (107,106) (81,122) (188,228)
Present value of minimum lease payments 765,645 756,285 1,521,930 889,301 992,583 1,881,884

10.2.1.1 In respect of the aforementioned finance leases the Company holds an aggregate sum of Rs. 291.874 million (2016: Rs, 272.007 million) as security

deposits on behalf of the lessees which are included under ‘other liabilities' (note 17).

10.2.1.2 The Company has entered into lease agreements of various vehicles and plant and machinery. The amount recoverable under these arrangements are

reccivable by the ycar 2023 and arc subject to finance income at rates ranging between 7.63 to 16.11 (2016: 6.35 to 16.11) percent per annum. Maximum
amount of lease outstanding as at 31 December 2017 amounts to Rs. 404 million (2016: Rs. 628 million).

Staff loans include personal loans and house loans given to employees in accordance with their terms of appointment. House loans carry mark-up at a

10.3
rate of 5 (2016: 5) percent per annum, while no mark-up is charged on personal loans.
10.4 Particulars of classification
10.4.1  Advances include Rs. 964.378 million (2016: Rs. 1,218.843 million) which have been placed under the non-performing status as detailed below:
2017
Classified advances Provislon required Provision held
Domestic  Overseas Total Domestic Overseas Total Domestic Overseas Total
(Rupees in '000)
Substandard - - s 5 a - - - .
Doubtful 209,246 B 209,246 130,938 - 130,938 130,938 - 130,938
Loss 755,132 - 755,132 744,109 - 744,109 744,109 - 744,109
964,378 - 964,378 875,047 - 875,047 875,047 - 875,047
2016
Classificd advances Provision required Provision held
Domestic  Overscas Total Domestic Overscas Total Domestic Overseas Total
(Rupees in '000)
Substandard 11,877 - 11,877 2,969 - 2,969 2,969 - 2,969
Doubtful 252,878 - 252,878 125,000 - 125,000 125,000 - 125,000
Loss 954,088 - 954,088 937,236 - 937,236 937,236 - 937,236
1,218,843 - 1,218,843 1,065,205 - 1,065,205 1,065,205 - 1,065,205
10,5 Particulars of provision agalnst non-performing advances
2017 2016
Note Specific General Total Specific General Total
(Rupees in '000)
Opening balance 1,065,205 73 1,065,278 914,462 - 914,462
Charge during the year 2,969 140 3,109 308,796 73 308,869
Reversal during the year (189,452) - (189,452) (140,690) - (140,690)
Net charge (186,483) 140 (186,343) 168,106 73 168,179
Less: Amounts written off during the year 10.6 (3,675) - (3,675) (17,363) - (17,363)
Closing balance 875,047 213 875,260 1,065,205 73 1,065,278
10.5.1  Particulars of provisions against non-performing advances
2017 2016
Specific General Total Specific General Total
(Rupees in '000)
In local currency 875,047 213 875,260 1,065,205 73 1,065,278
In foreign currencies - - - - - =
875,047 213 875260  _ 1065205 73 _ 1,065278
et
N
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10.6

10.6.1

10.6.2

10.7

10.7.1

11

Particulars of write offs 2017 2016
(Rupees in *060)
Against provisions 3678 17,363
Directly charged to profit and loss account - -
JEIS 17,363
A
Write offs of Rs. 500,000 and zbove 3,678 17,363
Write offs of below Rs 500,000 - -
3l675 17,363

Statement showing written off loans or any other financial relicf of five hundred thousand rupees or above provided during the year cnded 31 December 2017,

8. | Nzmeasad address of the barvewer Nase of tadlviduals /pastacre / directers with Tather's / s Labliities st dng of year Principal | Iaterest) Ocher Tetal
Ne CKXIC Ne name wiitten-alf | merbup Caancial
writtes o rellef
Peiscipsl | latcrst/mar|  Others Tetal provided
o 0+10+11)
1 H 3 4 [] 6 7 [ ] L] mw " 1
(Rapecs La '006)
1 Thres Star Holscry Mil's (Pvt) Limited
M. Muharmemed Rashood 3630204798795 Muhammed Amin 6152 13,162 . 19914 . 13,162 - 13,182
10 - A, odusaial rtste, Mubza Mrs. Teaverr Rashecd 36302-3805509-9  Muhemmad Rasbocd
Mr. Seod Rasbocd 3830203194835 Muhenyned Rasheed
1 Mursd Cosstroction Compaxy Sycd Pakbaro-Alsm 4230108431257 Sycd Dilsrsm Shab 4435 &40 14528 19.603 3618 640 15350 19868
Suit No. 09, Plot No. CMCS, Mr. Aureagzaid 61101-7624502-5  tnrer Gl
Scheme 33, Al Town,
Sobrad Qloch, Kerachi

13,187 13,802 14,518 39,517 3,678 13,803 18,55 33,027

Particulars of loans and sdvaates to directors, sssociated companies etc. Note 2017 2016
(Rupees [n '000)
Debts due by directors, executives or officers of the Company or say of them
elther severally or jolntly with any other persons.

Balance at beginning of the year 121,208 126,223
Loans granted during the year 185,610 38,996
Repayments (20,859) (44,014)
Balance at end of the year 115,956 121205

Debts due by subsidiary company, controlled firms and other related parties

Balzance at beginning of the year 218,134 | [ 250,630 ]
Loans granted during the year - -
Repayments (36,302)]| (31,896)
Balance at end of the year 182,432 218,734

107.1 298388 339.939

This inchudes an amount of Rs. 68.2 million duc from Japan Power Geaeration Limited (an associated company) classified as non performing loan under loss category. The Company
has ded provision for entire duc as at 31 December 2017,

Maximum total amount of ad including temporary ad granted during the year amounts to Rs. 331 million (2016: Rs. 383 million). The maximum amount has been
calculated by refercnce to month end balance.

OPERATING FIXED ASSETS Note 2017 2016
(Rupees in '000)
Property and cquipments 111 80,994 83,897
Intangible asscts 11.2 907 1,366
Advance for capital expenditure - -
—SL01 79526

\eawt



1.1 Property and equipments

3

Cost _ Depreciation _ Netbook
Asatl Additions / Asat31 Asatl During the year/ Asat 3l value as at Rate
]W January (deletions) / December January (on disposalsy/ December 31 December
2017 (Adjustments) 2017 2017 (Adjustments) 2017 2017 %
during the year
o (Rupees in '000)
Owaoed
Office premiscs® 42,126 - 42,126 25,978 2,106 28,081 14,045 5
’% Improvements 18,677 16,826 30,658 10,894 1,774 7,820 22,838 10
3 (4,848) (4,848)
Office cquipments 11,503 848 11,307 8,520 1,455 89m 2,338 20
F (1,040) (1,003)
Computer equipments 22,818 808 16,376 19,668 2,163 14,587 1,789 3333
(7244) (7,244)
™
’ Fumiture and fixtures 13,908 3,788 11,654 10,879 1,392 6,647 5,007 20
. (6,042) (5,624)
™ Vehicles 80,460 4,237 77,688 31,201 17,864 43,858 33,833 20
i (7,009) (5,210)
) Assets subject to
fingace lease
™
‘ Vehicles 1972 - 1,972 427 398 822 1,150 20
2017 191,461 26,504 191,778 107,564 27,149 110,784 80,994
™ (26.187) (23.929)
‘ Cost Depreciation Net book value
Asat 1 Additions / Asat3l Asatl During the year/ Asat31 Asat 31 Rate
January (delctions) during the  December January (on disposals) December December -
™ 2016 year 2016 2016 2016 2016 %
(Rupees in '000)
Owned
=
i Office premiscs® 42,126 - 42,126 23,869 2,106 25,975 16,151 5
Improvements 13,216 5,461 18,677 9,493 1,401 10,894 7,783 20
= Office equipments 10,230 1,379 11,503 7,149 1,408 8,520 2,983 20
(106) @
Computer equipments 21,969 934 22,815 17,388 2,368 19,668 3,147 35.33
n (88) (88)
Fumniture and fixtures 12,940 1,784 13,908 10,690 837 10,879 3,029 20
(816) (648)
M Vehicles 71,689 27,216 80,460 26,875 18,673 31,201 49,259 20
i (18,445) (14,347)
Assets subject to
finance lease
Vehicles 1,972 - 1,972 32 395 427 1,545 20
™ 2016 174,142 36,774 191,461 95,496 27,188 107,564 83,897
: (19.455) (15.120)

* The transfer of title of officc premises to the Company’s name is in process and has not been transferred.

Yoy
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11.1.1.

11.2

113

Details of disposals of assets whose original cost or the book value exceeds Rs. 1 million or Rs. 250,000 respectively whichever is less and property and
equipments disposed off to the Chief Executive or to a director or to executives or to any other related party, irrespective of the values, are as follows:

Description Cost Accumulated Net book Sale Galn/ (oss) Modse of Particolars of parchaser
depreciation value proceeds disposal
(Rupees In '000)
Vehicles
Honda Civic 1,084 632 22 533 111 | Company policy ~ Ms. Hina Mir (Exccutive)
Toyota Corolla 1478 1,478 - 296 296 | Companypolicy  Mr. Kazi Kkurram Abassi
(Exccutive)
Toyota Corolla 970 970 - 194 194 | Companypolicy  Mr. Noor Mubammad Ssheto
(Executive)
Toyota Corolla 1,478 1,478 - 29% 296 | Compasypolicy  Mr. Mohammad Azcem Dada
(Exccutive)
Honda Civic 1,979 602 1377 1,950 573 | Company policy ~ Mr. Wajahat Aziz ( Former
Executive)
6,959 5,160 1,799 3,269 1,470
Fumniture and fixturo 150 34 116 116 - Company policy ~ Ms. Nazia Ecam Siddiqui (Former
Executive)
Furnituro and fixture 250 25 25 225 - Company policy ~ Mr. Wajahat Aziz (Fonner
Exccutive)
Fumiture and fixturo 100 23 1'I w - Company policy ~ Mr. Noman Ahmed Mufli (Former
Exccutive)
Others 18,728 18,687 41 241 200
26,187 23,929 2,258 3,928 1,670
Intangible assets Net book
Cost Amortization value
Asatl Addition/ Asat31 Asatl During the year/ Asatdl Asat 31 Rate
January (Deletions)y/ December January (Adjustments) December December
2017 (Adjustments) 2017 2017 2017 2017 %
during the year
(Rupees in '000)
Software licences 13,040 39 10,356 11,674 498 9,449 907 333
), eny
Netbook
Cost Amortization value
Asatl Addition during the Asat3] Asatl During the year Assat3l Asat3] Rate
January year December January December December
2016 2016 2016 2016 2016 %
(Rupees in 000)
Software licences 11,670 1,370 13.040 11,555 119 11,674 1,366 33.33
Included in cost of property and equipments are fully depreciated items still in use having cost of:
2017 2016
(Rupees in '000)
Improvements 2,656 7,504
Office equipments 5,695 6,449
Computer equipments 10,237 15,880
Fumiture and fixturces 4,545 9,428
Vehicles 2,693 167
Intangiblc asscts 8,947 11,426
34,773 50,854
N— —_—
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12.

12.1

DEFERRED TAX ASSETS Note 2017 2016
(Rupees in '000)
Deferred tax assets arising in respect of:
Provision for diminution in the value of investments 235,190 248,833 7
Assets subject to finance leases 59 38
Amortisation of premium on Federal Government Securities 3,722 9,128
Provision against non-performing advances 262,578 319,583
501,549 571,582
Less: Deferred tax labilities arising in respect of:
Accelerated tax depreciation allowances 12) 1,274
Revaluation on investments classified as available-for-sale 20.1 (3,497) (113,531)
Revaluation on investments classified as held-for-trading 737 1,066
Net investment in finance leases 76,419 (3,350)
Revaluation on Non-banking assets (17,126) (23,395)
Dividend receivable - (212)
56,521 (138,148)
12.1 558.070 439434
Movement of deferred tax
Recognized in 31 __ Recognizedin 3
| Janvary Profitand Deficiton December Profitand Surpluson December
2016 loss account revaluation 2016 loss revaluation 2017
of available account  of available
for sale for sale
securities securities
(Rupees in '000)
Deferred tax assets
arising in respect of:
Provision for diminution in
the value of investments 319,793 (70,960) - 243,833 (13,643) - 235,190
Assets subject to finance leases 10 28 - 38 21 - 59
Amortisation of premium on
Federal Government Securities 7,281 1,847 - 9,128 (5,406) - 3,722
Provision against non-
performing advances 283,483 36,100 - 319,583 (57,005) - 262,578
610,567 (32,985) - 577,582 (76,033) - 501,549
Less: deferred tax liabilities
arising In respect of:
Accelerated tax depreciation
allowances 204 1,070 - 1,274 (1,286) - (12)
Revaluation on investments
classified as available-for-sale (174,611) - 61,080  (113,531) - 110,034 (3,497
Revaluation on investments
classified as held-for-trading 720 346 - 1,066 (329) - 737
Net Investment in finance
leases (57,566) 54,216 - (3,350) 79,769 - 76,419
Revaluation on Non-banking assets - 2,035 (25,430) (23,395) 6,269 - (17,126)
Dividend receivable - (212) - (212) 212 - -
(231,253) 57,455 35,650  (138,148) 84,635 110,034 56,521
379,314 24,470 35,650 439,434 8,602 110,034 558.070

-
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13.

13.1

13.2

14.

14.1

14.2

OTHER ASSETS

Mark-up / return / interest receivable in local currency

Dividend income receivable

Mark-up / profit receivable on purchase of securities

Security deposits

Prepayments

Receivable against sale of investments
Taxation

Non-banking assets acquired in satisfaction of claims

Staff Gratuity
Others

Less: Provision held against other assets

Market value of non-banking assets acquired in satisfaction of claims

Provision against other assets
Opening balance

Charge for the year
Reversals

Amount written off
Closing balance
BORROWINGS

In Pakistan
Outside Pakistan

Particulars of borrowings with respect to currencies

In local currency
In foreign currencies

Particulars of borrowings

Secured

Borrowings from the State Bank of Pakistan:

- Long term financing facility (LTFF)

- Financing facility for storage of agricultural
produce (FFSAP)

Repurchase agreement borrowings
Long term borrowings

Short term running finance

Bai Muajjal

Unsecured
Placements
Murabaha financing

\ego

Note

13.1
322

13.2

14.3

143

14.4
14.5
14.6
14.7

14.8
14.9

2017 2016

(Rupees in '000)
307,733 305,640
- 2,028
54,396 28,123
4,288 4,188
12,048 11,516
3,726 48,927
- 108,186
390,282 411,180
7,309 54
22 152
779,804 919,994
779,804 919,994

ettt e ey

443,104 417,962

44,607,690 25,150,898
44,607,690 25,150,898

44,607,690

25,150,898

44,607,690 25,150,898

1,644,315 1,229,176
3,343 6,687
22,837,748 5,351,991
5,972,387 4,546,640
563,390 480,389
9,696,507 9,851,015
40,717,690 21,465,898
1,540,000 685,000
2,350,000 3,000,000
44,607,690 25,150,898
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14.3

14.4

14.5

14.6

14.7

14.8

14.9

15.

15.1

15.2

153

15.4

16.

16.1

The Company has entered into agreements for financing with the SBP of long term finance for export oriented projects to
customers. According to the terms of the respective agreements, the SBP has the right to receive the outstanding amount
from the Company at the date of maturity of the finances by directly debiting the current account maintained by the
Company with the SBP. The mark up rates ranges from 2 to 6.25 (2016: 2 to 10.10) percent per annum. These are
repayable within 10 years (2016: 10 years).

The mark up rate on these repurchase agreement borrowings, maturing in January 2018 (2016: January 2017), ranges
between 5.83 to 5.90 (2016: 5.70 to 5.93) percent per annum. Securities having cost of Rs. 23,205 million (2016: Rs 5,172
million) have been pledged against these borrowings.

The mark up rate on these long-term borrowings ranges from 6.44 to 6.65 (2016: 6.32 to 6.56) percent per annum. The
above facilities are secured against advances receivable.

The mark up rate on these short-term running finance facility is three months KIBOR + 0.25% (2016: three months
KIBOR + 0.25%). The above facility are secured against loan and advances receivable.

The mark up rate on these Bai Muajjal secured against government securities, maturing in January 2018 to February 2018
(2016: January 2017 to October 2017) ranges between 5.75 to 5.84 (2016: 5.65 to 5.87) percent per annum.

The mark up rate on these placements, maturing between January 2018 to June 2018 (2016: January 2017 to February
2017) ranges between 6.15 to 6.25 (2016: 5.85 to 6.30) percent per annum.

The mark up rate on these murabaha financing, maturing in January 2018 (2016: January 2017 to June 2017) ranges
between 6.15 to 6.50 (2016: 6.15 to 6.25) percent per annum.

DEPOSITS AND OTHER ACCOUNTS 2017 2016
(Rupees in '000)

Certificates of investment - remunerative (in local currency):

Financial institutions 3,129,000 252,700

Others 1,372,149 5,090,275

10,501,149 5,342,975

Particular of deposits

In local currency 10,501,149 5,342,975
In foreign currency

10,501,149 3,342,975

The rate of return on deposits maturing between January 2018 to November 2018 (2016: January 2017 to May 2018)
ranges between 6 to 6.40 (2016: 6 to 12) percent per annum.

These include Certificate of Investments purchased by gratuity fund of the Company as disclosed in note 32.7.1 and by
provident fund of the Company amounting to Rs. 36.63 million (2016: Rs. 28.54 millicn).

These include Certificate of Investments purchased by Pak Oman Microfinance Bank Limited (associate) of the Company
amounting to Rs. 450 million (2016: Rs. 174.7 million).

LIABILITIES AGAINST ASSETS SUBJECT TO FINANCE LEASE

2017 2016
Minimum  Financial Principal  Minimum Financial Principal
lease charges for outstanding lease charges for outstanding
payments future payments  future periods
periods

(Rupees in '000)

Not later than one year 431 78 353 431 105 326
Later than one year but
not later than five years 1,059 66 993 1,490 145 1,345

1.490 144 1346 1921 250 1671

The Company has entered into lease agreements with financial institutions for lease of vehicle. Lease rentals are payable in
monthly installments. Financial charges included in lease rentals are determined on the basis of discount factors applied at
the rate of 7.90 (2016: 7.90) percent per annum. At the end of lease term, the Company has option to acquire the assets,
subject to adjustment of security deposits.
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17.1
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18.2
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19.1

20.
20.1

OTHER LIABILITIES Note 2017 2016
(Rupees in "000)
Mark-up / return / interest payable in local currency 737,691 347,506
Accrued expenses 222,527 193,316
Security deposits against investment in finance leases 10.2.1.1 291,874 272,007
Taxation 55,727 -
Payable against purchase of investments 5,494 -
Others 17.1 122,535 36,784
1,435,848 849,613

This includes advance of Rs. 46 million received against sale of non-banking assets.

SHARE CAPITAL
Authorized Capital
2017 2016
(Number of shares)

1,000,0003000 1,000,000,000 Ordinary shares of Rs.10 each 10,000,000 10,000,000

Issued, subscribed and paid-up

615,000,000 615,000,000 Ordinary shares of Rs. 10 each 6,150,000 6,150,000
- Fully paid in cash
615,000,000 615,000,000 6,150,000 6,150,000

The Ministry of Finance on behalf of the Government of Pakistan and the Sultanate of Oman through its
Ministry of Finance each holds 307,495,900 (2016: 307,495,900) ordinary shares of the Company, while
4,100 (2016: 4,100) ordinary shares each are held by the Secretary - Economic Affairs Division, Government
of Pakistan and Ministry of Commerce and Industry, Sultanate of Oman.

RESERVES

This represents a reserve created at 20% of the profit for the year in compliance with the SBP's requirements.

SURPLUS ON REVALUATION OF ASSETS - net of deferred tax

Surplus on revaluation of available-for-sale securities Note 2017 2016
(Rupees in '000)
Federal Government Securities
- Pakistan Investment Bonds (PIBs) 852 334,258
- Treasury Bills (T-Bills) (2,806) (8,204)
(1,9549) 326,054
Shares - listed - 62,390
Term Finance Certificates
- Listed 7,085 12,134
- Unlisted (1,032) 1,249
6,053 13,383
Sukuks certificates 7,558 7,804
11,657 409,631
Deferred tax recognized 12 (3,497) (113,531)
8,160 296,100
L'\
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20.2.1

21.

21.1

21.2

Note 2017 2016
(Rupees in '000)
Surplus on revaluation of non-banking assets
acquired in satisfaction of claims \
Revaluation of fixed assets / non-banking assets January 01, 83,352 84,766\
Transferred to unappropriated profit in respect of incremental
depreciation charged during the year (4,238) (1,414)
79,114 83,352
Less: Related deferred tax liability on: -
- Revaluation of fixed assets / non-banking assets (25,0006) (25,430)
- Incremental depreciation charged during the year 1,272 B 424
(23,734) (25,006)
55,380 58,346

A%

Surplus on revaluation of non-banking asset arising on the property located in Lahore having a market value
of Rs 374.538 million on valuation report Sep 08, 2016 and property located in Karachi having a market
value of Rs 43.424 million on valuation report April 07, 2016. The factors taken include the nature, physical
condition of building & civil structure, location, market feedback, the property buying and selling activity,
buyers' purchasing power, prevailing market conditions, return on investment, adverse factors, threats and
opportunities of real estate industry, etc.

CONTINGENCIES AND COMMITMENTS
Transaction related contingent liability:
Standby letter of credit 178,690 -

Pledge of shares on behalf of Japan Power
Generation Limited 21.1 70,726 70,726

Pledge of shares on behalf of Orient Power
Company (Private) Limited 21.2 226,000 226,000

Commitments for:

Purchase of Government securities 121,256 -
Sale of Government securitics 1,798,281 219,782
Purchase of Term finance certificates (TFCs) 76,548 -
Commitments for advances and

net investment in finance leases 3,740,991 3,393,784
Commitment for sale of non-banking assets - 46,0600

Sccurities given as collateral against loan taken
by Pak Oman Assct Management Company Limited 9.4.1 626,000 -

Shares in Japan Power Generation Limited (JPGL) (an associate) aggregating 17,622,878 having a cost of
Rs. 70.726 million (2016: Rs. 70.726 million) are pledged as security on behalf of that associate company
against a syndicate financc facility obtained by it (the associate company).

Investment in unlisted shares in Orient Power Company (Private) Limited (related party) aggregating
22,600,000 having a cost of Rs. 226 million are pledged as security against a syndicate finance facility
obtaincd by Orient Power Company (Private) Limited.
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22.

23.

24.

25.

MARK-UP / RETURN / INTEREST EARNED

On loans and advances to:
Customers
Financial institutions

On investments in:
Available-for-sale securities
Held-for-trading securities

On securities purchased under resale agreements
On deposit with financial institutions
On placements

MARK-UP / RETURN / INTEREST EXPENSED

On secured borrowings:

On securities sold under resale agreements
Long-term borrowings

Bai Muajjal

Short-term borrowings

On unsecured borrowings and deposits:
Placements

Murabaha financing

Certificate of investments

GAIN ON SALE OF SECURITIES

Federal Government Securities
- Market Treasury Bills
- Pakistan Investment Bonds

Term Finance Certificates and sukuk certificates
Mutual funds

Shares:

- Listed

OTHER INCOME

Gain on sale of property and equipment

el

2017 2016
(Rupees in '000)

1,085,405 893,792
349,396 207,568
1,434,801 1,101,360
1,286,556 826,516
1,085,109 278,557
2,371,665 1,105,073
81,991 35,126
65,981 46,055
1,169 358

3.955,607 ___2.287.972

1,083,489 468,791
417,873 256,485
824,784 173,959

13,766 12,091
2,339,912 911,326
81,240 72,886
192,369 118,484
486,076 333,677
759,685 525,047

3009597 1436373

2,679 1,555
285,523 460,728
288,202 462,283
(58,537) (4,784)
(48,043) 181,305
181,622 638,804

1,670 4,750
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26.

26.1

26.2

26.2.1

26.3

ADMINISTRATIVE EXPENSES

Salaries, allowances and employees' benefits
Contribution to defined contribution plan

Charge for defined benefit plan

Non-executive directors' fee / remuneration

Travelling and accommodation
Rent, rates and taxes

Utilities

Communications

Professional training

Advertisement and business promotion

Membership and subscriptions
Printing, stationery and periodicals
Depreciation

Amortization of intangible assets
Auditors' remuneration

Legal and professional charges
Repairs and maintenance
Transportation

Insurance

Finance charges on leased assets
Entertainment and canteen expenses
Donations

Others

Auditors' remuneration

Audit fee

Half yearly review

Special certifications and others
Out of pocket expenses

Note

32.8
34.

11.1 &26.3
11.2
26.1

26.2

2017

2016

(Rupees in '000)

360,498 359,012
16,756 16,550
16,388 16,283
23,367 18,854

9,925 8,791
26,108 417,537
3,337 3,842
8,944 8,916
442 1,138
2,907 1,858
1,705 1,650
1,495 1,757
48,047 33,970
498 119
1,465 2,001
11,679 13,200
14,654 8,495
8,696 8,972
9,379 9,954
106 130
3,297 3,083
1,200 574
2,361 2,072
573,254 568,798
561 534
194 185
440 1,020
270 262
1,465 2,001

Donations were riot made to any donee in which a director or his spouse had any interest at any time during the

year.

Donations made in excess of Rs. 0.1 million to a single donee are as follows:

The Health Foundation

Patients’ Aid Foundation of Jinnah Post Graduate Medical Centre

Hisar Foundation
Developments in Literacy
Al-Mehrab Tibbi Imdad
Burns Centre

2017

2016

(Rupees in '000)

This includes depreciation on non-banking assets Rs 20.898 (2016: Rs 6.782) million.

\eord—
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27.

27.1

28’

28.1

28.2

28.3

OTHER CHARGES 2017 2016

(Rupees in '000)
Fees, commission and others 27.1 46,973 78,537
Loss on sale of fixed assets - -
SBP penalties -

46,973 78,537

This includes provision for Sindh Worker's Welfare Fund amounting to Rs. 19.550 million (2016: 57.85 million).

TAXATION

For the year

Current 277,563 340,939

Prior 38,904 3,206

Deferred (8,602) (24,470)

307,865 319,675

Relationship between tax expense and accounting profit

Profit before taxation 744,533 1,025,289
Tax at the applicable rate of 30% (2016: 31%) 223,360 317,840
Tax effect due to change in tax rate - 17,827
Tax effect of income taxed at different rate (15,694) (21,792)
Tax effect of capital loss / (gain) on listed shares and mutual funds 22,636 (21,984)
Tax effect of provision for diminution in the value of listed shares
" and mutual funds 34,046 3,949
Prior year 38,904 3,206
Net tax effect of income not subject to tax and expenses

that are not allowable in determining taxable income tax charge 4,613 20,629

307865 __ 310675

Tax contingencies

The Income tax Department has amended the deemed assessment orders for the tax years 2004, 2009, 2010, 2011,
2012,2013, 2014, 2015 and 2016, wherein major issues raised by the authorities were related to applicability of
Workers Welfare Fund (WWF), disallowance of allocation of common expenses and disallowance of losses
claimed on early termination of leased assets. The Company’s appeals are pending at various appellate forums. For
the tax year 2005 and 2008, the Commissioner Inland Revenue (Appeals) [CIR(A)] has adjudicated that the
proceeding initiated by the department under section 122(5A) for respective tax years were barred in time, thereby,
the amended assessment order has been annulled. Thereafter, the department being aggravated by the CIR(A)
decision, filed appeal before the Appellate Tribunal Inland Revenue for the respective tax years. Further, for the
matter of WWF, Supreme Court (SC) in its recent decision has annulled the amendments made through Finance
Act 2006 and 2008. However, Federal Board of Revenue (FBR) has now filed review petition in the SC against the
SC decision in the matter of WWF. Management estimates that sufficient provisions have been made and no
further provision is required.

Taxation - prior

This includes Rs 38.904 million (2016: Rs 38.746 million) super tax at 3% on the taxable income for the tax year
2017 & tax year 2016 for rehabilitation of temporarily displaced persons imposed through Finance Act, 2017 &
2016 respectively. This also includes reversal of provision of tax amounting to Rs. nil (2016: Rs 35.54 million)
which is in excess of latest assessment orders passed by the Income Tax Authorities.

\epvi—
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29. EARNINGS PER SHARE 2017 2016
Profit after taxation : Rupees in '000 436,668 705,614
Weighted average number of ordinary shares in issue Numbers in ‘000 615,000 615,000
Basic and diluted eamings per share Rupees 0.71 115
29.1 There were no convertible dilutive potential ordinary shares outstanding on 31 December 2016 and 2017.
30. CASH AND CASH EQUIVALENTS Note 2017 2016
(Rupees in '000)
Cash and balances with treasury banks 6 169,886 88,884
Balances with other banks 7 2,012,314 1,670,921
2,182,200 1,759,805
30.1 Reconciliation of movement of Liabilities to cash flows arising from financing activities
Liablilities Equity
Lisbilities
Deposits and Sub-ordinated against assets Other Unappropriated Total
Bills payable Borrowings other sccounts subject to finance lisbilities Share capital  Reserves profit of
lease
(Rupees in "000)
Balance as at 01 January 2017 - 25,150,898 5,342,975 1,671 849,613 6,150,000 984,427 972,325 39,451,909
Changes from financing cash flows
Receipts from sub - ordinated loans - net - - - - - - - - -
Dividend paid - - - - - - - (492,000) (492,000)
Total changes from financing cash flows - - - - - - - (492,000) (492,000)
Liability - related
Changes in bills payable - - - - - - - - -
Changes in borrowings - 19,456,792 - - - - - - 19,456,792
Changes in deposits and other accounts - - 5,158,174 - - - - - 5,158,174
Changes in Liabilities against assets subject to finance
lease (325) - - - - (325)
Changes in other liabilities -
- Cash based - - - - 586,235 - - - 586,235
- Non - cash based - Actuarial loss on -
remeasurements of defined benefit plan - - - - - - - - -
Transfer of profit to reserve - - - - - - 87,334 (87,334) -
Profit for the year - - - - - - - 436,668 436,668
Other comprehensive income - net of tax - - . - - - - 5,431 5,431
Transfer from surplus on revaluation of fixed -
assets lo unappropriated profit - net of tax - - - - - - - 2,966 2,966
Exchange differences on translation of net ° J
investment in foreign branches - - - - - - - - -
- 19,456,792 5,158,174 (325) 586,235 - 87,334 357,731 25,645,941
Balance as at 31 December 2017 - 44,607,690 10,501,149 1,346 1,435,848 6,150,000 1,071,761 9__&056 64,605,850

\~ 0
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32,6
2.7

STAFF STRENGTH (Number)
Permanent 65 66
Temporary / contractual 27 3
Company's own staff strength at end of the year 2 69
Outsourced = 26
Total staff strength 2., 25,
DEFINED BENEFIT PLAN

General Description

General description of the defined benefit plan and accounting policy for recognising actuarial gains and losses is disclosed in note 5.11.1 to the financial
statements.

Priccipal actuarial assumptions

The latest actuarial valuation for defined benefit plan scheme was carried out as at 31 December 2017 using the Projected Unit Credit Method (PUCM). The
following significant assumptions were used for the actuarial valuation:

2017 2016
(Percent per annum)
Discount rate 828 8.00
Expected rate of increase in salary levels 825 8.00
Expected rate of return on plan assets 825 8.00

Mortality rates assumed were based on the SLIC 2001-200S mortality table.

The expected return on plan assets is based on the market expectations and depends upon the asset portfolio of the Company, at the beginning of the period, for
returns over the entire life of the related obligation.

Reconciliation of amount payable to defined benefit plan Note 2017 2016
(Rupees in '000)
Present value of defined benefit obligation 323 141,181 118,450
Fair value of plan assets 325 __(148,450) (118,504)
324 (1309}, (54)
Movemeant In the defined benefit obligation Note 2017 2016
(Rupees in '000)
Present value of obligation as at 1 January 118,450 111,643
Current service cost 17,028 16,728
Interest cost 9,376 10,254
Benefits paid (2,505) (18,210)
Actuarial loss on remcasurement of obligation (1,168) (1,965)
Present value of obligation as at 31 December —14L181 118450
Movement in payable to defincd benefit plan
Opening liability (54) 8,961
Expense for the year 328 16,388 16,283
Other Comprehensive Income (1,758) 1,529
Contributions to the fund (15,885) (26,827)
Closing liability (1.309), (54)
Movement in the fair value of plan assets
Fair value of plan assets as at 1 January 118,504 102,682
Expected return on plan assets 10,016 10,699
Contributions 15,885 26,827
Benefits paid (2,508) (18,210)
Actuarial gain on remeasurement of plan assets 6,590 (3,494)
Fair value of plan assets as at 3t December 32.7 148.490 118,504

Actual return on plan assets during the year was Rs. 16.606 million (2016: Rs. 7.205 million).

The plan assets arc compriscd as follows:

Particulars 2017 2016 2017 2016

Note Rating Rating (Rupees in % (Rupees in %

'000) '000)

Market Treasury Bills Unrated  Unrated - - - -
Pakistan Investment Bonds Unrated  Unrated 9,157 6.17 15,502 13.08
Special Saving Certificates (SSCs) Unrated  Unrated 24,386 16.42 61,127 51.58
Term Deposit receipts Unrated - 95,301 64.18 25,145 21.22
Term Finance Certificates
- WorldCall Telecom Limited D D 804 0.54 812 0.69
Certificate of Investments 32.7.1 Unrated Unrated 18,828 12,68 13,969 11.79
Bank balance Unrated  Unrated 14 0.01 1,949 1.64
\¢o A — 45450 10000 118504, 10000
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32,7.1 These include Certificate of Investment held with the Company. These carry mark-up at rates 6.15 (2016: 6.00 to 6.15) percent per annum.
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32.9.1

32.10

3211

The amount recognised in the profit and loss account is as follows:

Current service cost

Net Interest

Expected retum on plan assets
Actuarial loss

Actuarizl (losses) / gains

Net unrecognised actuarial (fosses) / gains as at 1 January
Actuarial loss on remeasurement of obligation
Actuarial (loss) / gain on remeasurement of plan assets

Actuzrial loss recognised in:
Other comprehensive income
Profit and loss account

Net unrecognised actuarial (losses) / gains as at 31 December

Actuarial loss / (zain) on remeasurement of obligation / plan assets comprise of

Demographic assumptions
Financial loss
Experience adjustment

Sensitivity analysis

Discount rate
Salary growth rate

Maturlty profile of defined benefit obligation

Benefit payments
Distribution of timing of benefit payments
Years

Vo WN -

6t0 10
11 and above

Note 2017 2016
(Rupees in '000)
17,028 16,728
(640) (445)
329.1 1,168 1,965
329.1 6,590 (3,494)
7,758 (1,529)

(1,758) 1,529

Actuaria] (loss) / gain on remeasurement of

Obligation Plan asscts
2017 2016 2017 2016
(Rupees in '000) (Rupees in '000)

(163) (1,091) -

_(005) _ (874) (6590 3494

(L168), . (1.965) . (6.390), 3494,

Impact on defined benefit obligation

Changein Increascln Decrease in
assumption assumption assumption

% (Rupees In '000)
1 (12,203) 14,154
1 14,730 (12,905)
2017 2016
(Rupees in '000)
4,988 4,676
4,980 4,363
4,875 4,25}
47,280 36,448
11,602 3,276
37279 24,802

259,843 241,592

32.12 The expected gratuity contribution for the next year cnding 31 December 2018 works out to Rs. 17.881 million.

32.13  The average duration of the benefit obligation at 31 December 2017 is 9.34 years (2016: 9.88 years).

3.

DEFINED CONTRIBUTION PLAN

The Company also operates a provident fund scheme for its permanent employees.

Contribution made during the year

Contribution from the Company
Contribution from employees

N

2017 2016
(Rupees in '000)

16,756 16,550
16,756 16,550

=338z, 33100,
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4.1

3s.

35.1

35.2

COMPENSATION OF DIRECTORS AND EXECUTIVES

Chief Executive Non-Executive Directors ___ Executives
2017 2016 2017 2016 2017 2016
(Rupees in '000)

Fees / remuneration - - s 23,367 18,854 - -
Managerial remuneration 113,984 67,063 - - 225,326 213,765
Charge for defined benefit plan 2,879 2,255 - - 13,364 13,857
Contribution to defined contribution plan 3,323 2,658 - - 13,245 13,127
Medical 782 730 - - - ~ -
Utilities 2,659 1,842 - - 289 308
Membership fee 184 181 - - 56 37
Others 1,389 1,313 - - 895 719

125,200 76,042 23,367 18,854 253,175 241,813
Number of persons 1 1 5 S oy 68 72

The managing director and certain executives are provided with free use of Company’s maintained cars. Executive means employees other than
managing director and directors, whose basic salary exceeds five hundred thousand rupees in a financial year.

FAIR VALUE OF FINANCIAL INSTRUMENTS

The fair value of traded investments is based on quoted market prices and has been disclosed in note 9. Unquoted equity investments, other than
investments in associates and subsidiary, are determined on the basis of break-up value of these investments as per the latest available audited
financial statements. The provision for impairment of investments has been determined in accordance with the Company’s accounting policy as
stated in notes 2.3 and 5.3 to these unconsolidated financial statements.

Fair value of fixed term loans, other assets, other liabilities and fixed term deposits cannot be calculated with sufficient reliability due to the absence
of current and active market for such assets and liabilities and reliable data regarding market rates for similar instruments. The provision against
advances has been calculated in accordance with the Company’s accounting policy as stated in note 5.5.2.

The re-pricing profile, effective rates and maturity are stated in notes 39.3.2 and 39.6.1 respectively.

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

On-balance sheet financial instruments 2017 2016
Book value Fair value Book value Fair value
——-- (Rupeces in '000)

Asscts
Cash and balances with treasury banks 169,886 169,836 88,884 88,884
Balances with other banks 2,012,314 2,012,314 1,670,921 1,670,921
Lendings to financial institutions 2,038,288 2,038,288 935,826 935,826
Investments 40,240,634 40,233,855 20,831,182 20,990,929
Advances 18,788,493 18,788,493 14,834,851 14,834,851
Other assets 370,165 370,165 389,058 389,058

63,619,780 63,613,001 38,750,722 38,910,469
Liabilities
Borrowings from financial institutions 44,607,690 44,607,690 25,150,898 25,150,898
Deposits and other accounts 10,501,149 10,501,149 5,342,975 5,342,975
Liabilitics against assets subject to finance lcase 1,346 1,346 1,671 1,671
Other liabilities 1,380,121 1,380,121 849,613 849,613

56,490,306 56,490,306 31,345,157 31,345,157
7,129,474 7,122,695 7,405,565 7,565,312

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable willing parties in an arm’s length
transaction. Fair value of financial instruments is based on:

Federal Government Securitics PKRYV rates (Reuters page)

Listed securitics Market prices

Mutual funds Net assct values

Unlisted equity investments Break - up value as per latest available audited

financial statements.

Fair value of fixed term advances of over one ycar, staff loans and fixed term deposits of over one year cannot be calculated with sufficient reliability
duc to non - availability of rclevant active market for similar assets and liabilities. The provision for impairment of debt securitics and loans and
advances has been calculated in accordance with the accounting policies of the company.

The carrying valuc of all financial asscts and liabilitics in the financial statements approximate to their fair values except for certain investment in an
associate.
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The table below analyses financial instruments measured at the end of the reporting period by the level in the fair valuc hicrarchy into which the fair value measurement is categorised:

On balance sheet financial instruments

Financial assets measured at fair value
- Investments
Government Securities
Listed Term Finance Certificates
Unlisted Term Finance Certificates
Sukuk Certificates
Commercial Papers
Listed shares

- Associates
Listed sbares
Mutual funds

Financial assets not measured at fair value

- Cash and bank balances with treasury banks
- Balances with other banks

- Lending to financial instruments

- Unlisted shares

- Associates - unlisted shares

- Subsidiary - unlisted shares

- Advances

- Other assets

Financial liabilities not measured at fair value
- Borrowings from financial institutions
- Deposits and other accounts

- Liabilities against assets subject to finance lease

- Other lisbilities

\apar~

Note

353.1
353.1
353.1
353.1
353.1
353.1
353.1
353.1

353.1
353.1
353.1
353.1

3

31 December 2017
Fair value
HFT Avallablefor HTM Loans and  Other financial Other financial Total Level 1 Level 2 Level 3 Total
sale receivables assets lisbilities
(Rupees in '000)

23,851,239 11,670,376 - - - - 35,521,615 - 35,521,615 - 35,521,615
- 1,037,695 - - - - 1,037,695 - 1,037,695 - 1,037,695
- 1,299,982 - - - - 1,299,982 - 1,299,982 - 1,299,982
- 712,599 - - - - 712,599 - 712,599 - 712,599
- 47,479 - - - - 47,479 - 47,479 - 47,479
4,418 74,696 - - - - 79,114 9,114 - - 79,114
- - - - - - - 23,438 - - 23,438
- - - - 590,517 - 590,517 641,389 - - 641,389

- - - 169,886 - - 169,886 - - - -

- - - 2,012,314 - - 2,012,314 - - - -

- - - 2,038,288 - - 2,038,288 - . - -

- 226,000 - - - - 226,000 - - - -

- - - - 384,708 - 384,708 - - - -

- - - - 340,925 - 340,925 - - - -

- - - 18,788,493 - - 18,788,493 - - - -

- - - - 370,165 - 370,165 - - - -
23,855,657 15,068,827 - 23,008,981 1,686,315 - 63,619,780 743,941 38,619,370 - 39,363,311

- - - - - 44,607,690 44,607,690 - - - -

- - - - - 10,501,149 10,501,149 - - - -

- - - - - 1,346 1,346 - - - -

- - - - - 1,380,121 1,380,121 - - - -

- - - - - 56,490,306 56,490,306 - - - -
23,855,657 15,068,827 - 23,008,981 1,686,315 (56,490,306) 7,129,474 743,941 38,619,370 - 39,363,311




43— 3 73

On balance sheet financial instruments

Financial assets measured at fair value

- Investments
Govemnment Securities
Listed Term Finance Certificates
Unlisted Term Finance Certificates
Sukuk Certificates
Listed shares

- Associates
Listed shares
Mutual funds

Financial assets not measured at fair value
- Cash and bank balances with treasury banks
- Balances with other banks
- Lending to financial instruments
- Unlisted shares
- Associates - unlisted shares
- Subsidiary - unlisted shares
- Advances
- Other assets

Financial liabilities not measured at fair value
- Borrowings from financial institutions
- Deposits and other accounts

- Liabilitics against assets subject to finance lease

- Other liabilities

3 ' 3 3 3 3 3 3 P 3 3 3 3
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:
31 December 2016
Fair value
Note HFT Available for HTM Loansand  Other financial  Other financial Total Level 1 Level 2 Level 3 Total
sale receivables assets liabilities
(Rupees in '000)

3,437,225 12,860,852 - - - - 16,298,077 - 16,298,077 - 16,298,077

- 683,612 - - - - 683,612 - 683,612 - 683,612

- 636,322 - - 636,322 - 636,322 - 636,322

- 970,626 - - - - 970,626 - 970,626 - 970,626

40,291 660,104 - - - - 700,395 700,395 - - 700,395

- - - - - - - 98,511 - - 98,511

- - - - 590,517 - 590,517 709,139 - - 709,139
35.3.1 - - - 88,884 - - 88,884 - - - -
35.3.1 - - - 1,670,921 - - 1,670,921 - - - -
35.3.1 - - - 935,826 - - 935,826 - - - -
35.3.1 - 226,000 - - - - 226,000 - - - -
353.1 - - - - 384,708 - 384,708 - - - -
353.1 - - - - 340,925 - 340,925 - - - -
35.3.1 - - - 14,834,851 - - 14,834,851 - - - -
353.1 - - - - 389,058 - 389,058 - - - -

3,477,516 16,037,516 - 17,530,482 1,705,208 - 38,750,722 1,508,045 18,588,637 - 20,096,682
35.3.1 - - - - - 25,150,898 25,150,898 - - - -
353.1 - - - - - 5,342,975 5342975 - - - -
35.3.1 - - - - - 1,671 1,671 - - - -
35.3.1 - - - - - 849,613 849,613 - - - -
- - - - - 31,345,157 31,345,157 - - - -

3,471,516 16,037,516 - 17,530,482 1,705,208 31,345,15 7,405,565 1,508,045 18,588,637 - 20,096,682

The Company 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.

Level 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.c. 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.e. unobservable inputs).

35.3.1 The Company has not disclosed the fair values for these financial assets and liabilities, as these are for short term or reprice over short term. Therefore their carrying amounts arc reasonable approximation of fair value.

N~V



3

36.

37.

371

37.2

373

374

37.5

SEGMENT ANALYSIS WITH RESPECT TO BUSINESS ACTIVITIES
The segment analysis with respect to business activity is as follows:
Corporate Trading & Commercial
Finance Sales Banking
(Rupees in '000)

2017
Total income 15,120 2,806,751 1,474,173
Total expenses 91,829 2,376,330 1,083,352
Net (loss) / income (76,709) 430,421 390,821
Segment assets (gross) - 46,203,112 20,267,339
Segment non-performing advances - - 964,378
Investments provided for - 1,361,872 -,
Segment provision required * - <. 925801, 875,260
Segment liabilities - 38,454,687 18,091,346
Segment return on net assets (%) - §31% 30.05%
Segment return on assets (ROA) (%) - 0.95% 2.02%
Segment cost of funds (%) - 5.28% 5.02%
2016
Total income 13,207 1,961,921 1,140,517
Total expenses 93,083 861,507 1,135,766
Net (loss) / income (79,876) 1,100,414 4,751
Segment assets (gross) - 25,426,267 16,451,501
Segment non-performing advances - - 1,218,843
Investments provided for - 1,490,508 -
Segment provision required* - 1,006,135 1,065,278
Segment liabilities - 18,438,620 12,906,537
Segment return on net asscts (%) - 18.40% 0.19%
Segment return on assets (ROA) (%) - 4.51% 0.03%
Segment cost of funds (%) - 4.75% 4.74%
* The provision against each segment represents provision held in advances and investments.
RELATED PARTY TRANSACTIONS
The Company has related party relationship with its associates, subsidiary company, employce bencfit plans, company having common
directors and its key management personnel (including their associates). The details of investments in subsidiary company and associates are
stated in note 9 to these financial statements.
Contributions to the accounts in respect of staff retirement benefits are made in accordance with actuarial valuation / terms of the contribution
plan. Remuneration of the key management personncl are in accordance with the terms of their employment. Advances are given to employees

* as per the Company’s Policy. Transactions with other related partics arc carried out on commercial terms and as per market rates.
The nature of the relationships and transactions with related partics, other than those which have been specifically disclosed elsewhere in the
financial statements are as follows:
Subsidiary
Pak Oman Assct Management Company Limited
Assoclates
Japan Power Generation Limited
Pak Oman Microfinance Bank Limited
Pak Oman Advantage Islamic Income Fund
Pak Oman Islamic Asset Allocation Fund
Pak Oman Advantage Assct Allocation Fund
Pak Oman Government Sccurities Fund
Key management personncl
All heads of departments
Directors
Retirement benefit fund
Defined bencfit plan
Defined contribution plan
Other related party
Oricnt Power Company (Private) Limited

\“a’\h“\f



F’ 37.6  The volumes of related party transactions, outstanding balances at the year end, and related expense and income for the year are as follows:
2017 2016
- Nature of related party Asat Given during Repaid Asat Asat Given Rep.aid Asat
Lm transzction 1 January the year during 31 December | January during during 31 December
- 2017 the year 2017 2016 the year the year 2016
(Rupees in '000)
- Investments
fw Subsidiary 498,300 - - 498,300 398,300 100,000 - 498,300
L Associates 1,045,951 - - 1,045,951 997,872 100,000 (51,921) 1,045,951
Other related parties 226,000 - - 226,000 226,000 - - 226,000
- —Lz70281 : . L770251 L6217 200000 ___(51921) 177025
W Advances
Associates 68,200 - - 68,200 68,200 - - 68,200
— Key Management personnel 36,040 9,221 (12,862) 32,399 49,225 4,497 (17,682) 36,040
Other related parties 150,533 - (36,301) 114,232 182,429 - (31,896) 150,533
fm 254,773 9,221 (49,163) 214831 299,854 4497 (49.578 254,773
_ Deposits
Associates 174,700 1,300,000 (1,024,700) 450,000 535,926 896,437  (1,257,663) 174,700
= Key Management personnel 1,610 12,549 (12,991) 1,168 2,149 12,906 (13,445) 1,610
) Retirement benefit funds 28,540 271,027 (262,941) 36,626 5358 159,879 (136,69 28,540
- — 204850 _LS835%6 __(1300.632) 487794 543433 1069222 _(1407.805) __ 204850
= 2017 2016
' (Rupees in '000)
- Other recelvable
il Gratuity fund 7,309 54
Mark-up income
- Key management personnel 1,497 1,669
fm Other related parties 11,869 15,322
Dividend income .
- Associates 24,282 29,574
= Other related parties 45,200 45,200
Mark-up expense on deposits
- Associates 25,656 21,613
Key management personnel 69 115
fm Retirement benefit fund 3,806 1,595
- Expenses for the year
Remuneration to key management personnel 243,893 176,910
’W Non-executive director’s fee / remuneration 23,367 18,854
Charge for defined contribution plan 16,756 16,550
= Charge for defined benefit plan 16,388 16,283
&l Other comprehensive income
) Remeasurement of defined benefit obligation 7,758 (1,529)
- Outright sale of Government Securities
™ Subsidiary - 108,960
Associates 955,316 5,493
Key management personnel - -
- Retirement benefit fund 2,033 323,918
= Outright purchase of Government Securities
Subsidiary - -
- Retirement benefit fund 2,033 423,027
m Capital gain on Government Securities
Subsidiary - (73)
— Associates 3,199 550
Retirement benefit fund [0)) 1
m
Capital gain on shares & Mutual Funds
~— Associates - 67,582
\epoq—
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38.
38.1

38.2

CAPITAL ADEQUACY

Capital management policies and procedures

The Company’s objectives when managing capital are:

- to comply with the capital requirements set by the regulators of the Company,

- to safeguard the Company’s ability to continue as a going concern so that it can continue to provide returns for shareholders
and benefits for other stakeholders; and

- to acquire, develop and maintain a strong capital base to support the development of its business.

Capital adequacy and the use of regulatory capital are monitored frequently by the Company’s management, employing
techniques based on the guidelines issued by State Bank of Pakistan (SBP).

SBP requires each development financial institution to: (a) hold the minimum level of the regulatory capital of Rs. 6 billion as at
31 December 2009 and in future periods till further notification issued by SBP, and (b) maintain a ratio of total regulatory
capital to the risk-weighted asset as per the CAMELS Rating assigned to the institution or above the minimum prescribed level
of 10%.

Capital Structure
The Company’s regulatory capital is divided into three tiers:

- Common Equity Tier 1 capital (CET1), which includes fully paid up capital (including the bonus shares), balance in share
premium account, general reserves, statutory reserves as per the financial statements and net unappropriated profits after all
regulatory adjustments applicable on CET1 (refer note 38.3).

Additional Tier 1 Capital (AT!), which includes perpetual non-cumulative preference shares and Share premium resulting from
the issuance of preference shares balance in share premium account after all regulatory adjustments applicable on AT1 (refer
note 38.3).

Tier 2 capital, which includes Subordinated debt/ Instruments, share premium of issuance of Subordinated debt/ Instruments,
general provisions for loan losses (up to a maximum of 1.25 % of credit risk weighted assets), Net of tax reserves on revaluation
of fixed assets and equity investments up to a maximum of 45 % of the balance and foreign exchange translation reserves after
all regulatory adjustments applicable on Tier-2 (refer note 38.3).

The risk-weighted assets are measured by mcans of a hierarchy of five risk weights classified according to the nature of and
reflecting an estimate of credit, market and other risks associated with each asset and counterparty, taking into account any
eligible collateral or guarantees. A similar treatment is adopted for off-balance shect exposure, with some adjustments to reflect
the more contingent nature of the potential losscs.

The Company calculates capital requirement as per Basel III regulatory framework, using the following
approaches:

- Credit risk Standardized approach
- Market risk Standardized approach
- Operational risk Basic indicator approach

The table refer in note 38.3 summarizes the composition of regulatory capital and the ratios of the Company for the year ended
31 December 2017.

Scope of application

The Basel Il Framework for capital adequacy is applicable to the Company both at the consolidated level (including
subsidiaries) and also on standalone basis. Pak Oman Investment Company Limitcd is the only Company in the Group to which
Basel III capital adequacy framework applies.

The Company’s CAR as at 31 December 2017 was 21.45% of its risk weighted exposure.

The calculation of capital adequacy enables the DFIs' to assess the long term soundness. The Company has successfully managed
in the past and will in the future its Capital requirements/ needs. Based on the directives of the Board, the Company has built a
health portfolio of assets and liabilities focusing on quality. CAR of 21.45% demonstrates that the company is geared to absorb
major risks / shocks in the present market scenario. The Company meets its capital nceds through clean placements (LOP &
COI) and short and long term lines from commercial institutions.

The capital adequacy ratio of the Bank was subject to the Basel 111 capital adequacy guidelines stipulated by the State Bank of
Pakistan through its circular BPRD Circular No. 06 of 2013 dated 15 August 2013. These instructions are effective from 31
December 2013 in a phased manner with full implementation intended by 31 December 2019.

WIS
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R) disclosure template:
383 Capital Adequacy Ratio (CAR) dis p 2017 2016
(Rupees in '000)
[__Amount | | Amount |
Rows# _Common Equity Tier 1 capital (CET1): Instruments and reserves
1 Fully Paid-up CapitaV/ Capital deposited with SBP 6,150,000 6,150,000
2 Balance in Share Premium Account - R
3 Reserve for issue of Bonus Shares - -
4 Discount on Issue of shares - .
5 General/ Statutory Reserves 1,071,761 984,427
6 Gain/(Losses) on derivatives held as Cash Flow Hedge - -
7 Unappropriated/unremitted profits/ (losses) 838,056 972,325
8 Minority Interests arising from CET]1 capital instruments issued to third parties by consolidated
bank subsidiaries (amount allowed in CET]1 capital of the consolidation group) - -
9 CET 1 before Regulatory Adjustments 8,059,817 8,106,752
10 Total regulatory adjustments applied to CET1 (Note 38.3.1) 1,849,546 1,020,457
11 Common Equity Tier 1 6,210,271 7,086,295
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 (amount
allowed in group AT 1) - -
16 of which: instrument issued by subsidiaries subject to phase out - -
17 ATI before regulatory adjustments - -
18 Total regulatory adjustment applicd to AT capital (Note 38.3.2) 1,575,241 558,659
19 Additional Tier ! capital after regulatory adjustments - -
20 Additional Tier 1 capital recognized for capital adequacy hd -
21 Tier 1 Capital (CET1 + admissible AT1) (11+20) 6,210,271 7,086,295
Tier 2 Capital
22 Qualifying Tier 2 capital instruments under Basel HI plus any related share premium - -
23 Tier 2 capital instruments subject to phaseout arrangement issued under pre-Basel 3 rules - -
24 Ticr 2 capital instruments issued to third parties by consolidated subsidiarics (amount allowed in
group tier 2) - -
25 of which: instruments issued by subsidiaries subject to phase out - -
26 General provisions or general rescrves for loan losses-up to maximum of 1.25% of Credit Risk
Weighted Assets 213 73
27 Revaluation Rescrves (net of taxes) - -
28 of which: Revaluation reserves on fixed assets - -
29 of which: Unrealized gains/losses on AFS 7,262 230,958
30 Foreign Exchange Translation Reserves - -
31 Undisclosed/Other Reserves (if any) - -
32 T2 before regulatory adjustiments
33 Total regulatory adjustment applied to T2 capital (Note 38.3.3) 1,451,101 394,845
34 Tier 2 capital (T2) after regulatory adjustments - -
35 Tier 2 capital recognized for capital adequacy - -
36 Portion of Additional Ticr | capital recognized in Tier 2 capital - -
37 Total Tier 2 capital admissible for capital adequacy - -
38 TOTAL CAPITAL (T1 + admissible T2) (21+37) 6,210,271 7,086,295
39 Total Risk Weighted Asscts (RWA) {for details refer Note 38.6} 28,956,344 25,006,621
Capital Ratios and buffers (in percentage of risk weighted assets)
40 CETI to total RWA 21.45% 28.34%
41 Tier-1 capital to total RWA 21.45% 28.34%
42 Total capital to total RWA 21.45% 28.34%
43 Bank specific buffer requircment (minimum CET! rcquirement plus capital conscrvation buffer
plus any other buffer requirement) - -
44 of which: capital conscrvation buffer requirement - -
45 of which: countercyclical buffer requirement - -
46 of which: D-SIB or G-SIB buffer requirement - -
47 CET1 available to mect buffers (as a percentage of risk weighted assets) - -
National minimum capital requirements prescribed by SBP
48 CET1 minimum ratio 6.0% 6.00%
49 Tier 1 minimum ratio 1.5% 7.50%
50 Total capital minimum ratio 11.28% 10.65%
AAN A
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2017 2016
(Rupees In '000)
Amount A b Amount A m‘;:::’r;‘
t
Regulatory Adjustments and Additlonal Informstion to r::':::l.lll ° treatment®
[Fete3831__ JCommon Equity Tier 1 capital: Regulatory adjustments
1 Goodwl {net of retatcd deferred tax liability) :
2 AU othet intangibles (net of sy essociated deferred tax fiabifty) _ 507 1366
3 Shortfall in ions against classified assets LIS U, ———————- -
4 Deferred tax assets that rely on future profitsbility excluding those arising from temporary differeaces i i
met of related tax liability) —e—e—e— _-i --.-—-—-—-—i
s Defined-bencfit pension fund net assets S8471 .. - PO
6 i cross boldings in CET1 capital instruments of banking, financial and insurance entitics ——————— - f—r—ememem
7 Cash (low hedge reserve ———————- . ——
8 Investment in own shares/ CET! instruments
9 Securitization gain on sale
10 Capital shortfall of regulated subsidiarics
11 Deficit on account of revatustion from bank’s holdings of fixed assets/ AFS LI G a—- d et
12 Investments in the capital i of banking, financial and & catitics that are outside the | !
scope of regulatory consolidation, where the bank docs not own more than 10% of the issued share - i ’ |
capital (amount above 10% threshold) 62741 e—imy S —e S
13 Significant i inthe stocks of banking, financial and @ cntitics that are outside H .
the of regulatory consolidation (amount sbove 10% threshold) 0186) - . R DR
14 Defcrred Tax Asscts arising from temporary differences (amount above 10% threshold, nct of related tax ! !
tiabilit ———————- - f— .
15 Amount exceeding 15% threshold ——— 1,1!2_l,§9_4_= —.- 1430362 ¢
16 of which: significant investments in the common stocks of financial entitics LA . S —————t
17 of which: deferred tax asscts arising from temporary differcaces 12,003 132,894 i@0361)
18 National specific latory adiustments applicd to CET1 capital e e . ——_—t——— -
19 Investments in TFCs of other banks exceeding the limit = | sy 404321 460432
20 other deduction specified by SBP (mention details - I . ————————
21 Adjustment to CET1 due to insufficicnt AT1 and Tier 2 to cover deductions 1,575,241 | 558,659
2 Total regulstory adjustments applied to CET1 (sumof 1 to 21) 1,849,546 1,020,457 ]
Note 38.3.2 Additiona) Tler-1 & Tler-1 Caplital: regulatory adjustments
23 lavestment in mutual funds exceeding the prescribed limit [SBP specific adjustment] -
24 Investment in own AT1 capital instruments -
25 |Reciprocal cross holdings in Additional Ticer 1 capital i of banking, financial and i
catitics - e e e,
26 Investments in the capital instruments of banking, financial and i entitics that are outside the i i
scope of regulstory consolidation, where the bank docs not own more than 10% of the issucd sharc i i
iggiud {amount above 10% threshold) - e e PR S SN ’
27 Significant investmeats in the capital i of banking, financiz! and i entitics that are ! —!
outside the scope of regulatory consolidation LN RO B E SO __!
28 Portion of deduction applied 50:50 to Tier-1 and Tier-2 capital bascd on pre-Basel Il treatment which, i |
during transitional period, remain subject to deduction from additional tier-1 capital Besy . —— 3948451 . —
29 Adjustments to Additional Ticr | due to insufficient Tier 2 to cover deductions 1,443,626 - 163,814 -
30 Total regulatory adjustment applicd 10 AT1 capital (sum of 23 to 29) 1,575,241 | 558,659
Note 38.33 Tter 2 Capital: regulatory adjustments e, e c———
3 Portion of deduction applied 50:50 to Tier-1 and Tier-2 capital based on pre-Basel 11l treatment which, i I'
during transitional period, remain subject to deduction from ticr-2 capital e8] et 394845 ...
32 Reciprocal cross holdings in Tier 2 instruments of banking, financial and insurance entitics -
33 Investment in own Tier 2 capital instrument - e e
M Investments in the capital instruments of banking, financial and entitics that are outside the H 1
scope of regulatory consolidation, where the bank does not own mare than 10% of the issued share i i
L capital (amount above 10% threshold) 1,239486 1 _ - . LI S S |
35 Significant investments in the capital instruinents issucd by banking, financial and insurance entitics that ! —!
are outside the scope of regulatory consolidation gpo000) . __| U R S JO |
36 ITota! n.EhloE ad'immnl :EElicd 10 T2 caEilal isum of31 w0 35) 1,451,101 394,845
2017 2016
_ (Rupcees In '000)
Note 33.3.4 Additional Information Amount I Amouat |
Risk Welghted Assets subject to pre-Basel 111 treatmeat
37 Risk weighted assets in respect of deduction items (which during the transitional period will be risk
weighted subject to Pre-Basel 111 Treatment) - -
(0] of which: deferred tax assets - -
(i) of which: Defined-benefit pension fund net assets - -
(i) of which: Recognized portion of i in capital of banking, financial and insurance entitics
where holding is less than 10% of the issued common share capital of the entity - -
(iv) of which: R d portion of & in capital of banking, financial and i cntitics
where holding is more than 10% ol the issued common share capital of the entity - -
Amguants below the thresholds for deduction (before risk welghting) - -
38 Non-significanl investinents in the capital of other financial entitics - -
39 Significant investments in the common stock of financial entitics - .
40 Deferred tax asscts arising from temporary differences (net of related tax liability) - -
Applicable caps on the Inclusion of provisions in Tier 2 - -
41 Provisions cligible for inclusion in Tier 2 in respect of exposurcs subject to standardized approach (prior
to application of cap) . .
42 Cap on inclusion of provisions in Tier 2 under standardized approach - -
43 Provisions cligible for inclusion in Ticr 2 in respect of exposures subject to interal ralings-based
approach (prior to application of cap) - -
44 Cap for inclusion of provisions in Ticr 2 under internal ratings-based approach - -
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Capitsl Structure Reconcillation

Table: 38.4.1

Bal sheet of the p
financis! statements

Under regulatory scope of
consolldation

2)

Avatperiodend | Asstperiodend |
)

169,886 __169,886 |
2,012,314 2012314
2,038,268 2,038,288 |
40,240,634 40,240,634 |
18,788,493 18,788,493
81,901 81,901
358,070 558,070
779,804 779,804
69,390 64,669,390 §
44,607,690 44,607,690 |
10,501,149 10,501,149
1,346 N - 1,346
Deferred tax liabilities - hd
Other liabilities 1,435,848 1,435,848 |
Tots) labillties 033 86,546,033 |
Share capital/ Head office capital sccount 6,130,000 6,150,000 |
Reserves 1,071,761 1,071,761
Unsporopristed/ Unremitted profi/ (losses) 838,056 838,056
Minority [nterest - hd
Surplus on revaluation of assets 63,540 63,540 |
Total Uabilities & equity 64,669,390 64,669,390
Bal sheet as fn published Under regulatory scope of fe
Table: 38.4.2 (inancisl statements consolidation
Asatperiodend ] = Asatperiodend
Assets [i)) 2 4)
Cash and balances with treasury banks 169,886 169,886 |
Balanced with other banks 2012314 2,012314
Lending to financial institutions 2,038,288 2,038,288
Investinents 40,240,634 40,240,634
of which: Non-significant investments in the capital i of banking, financial and i
entities exceeding 10% threshold a
of which: significant investmenis in the capital instruments issued by banking, fi { and i
entities exceeding regulatory threshold b
of which: Mutual Funds exceeding regulatory threshold [
of which: reciprocal crossholding of capital instrument (separate for CETI, ATI, T2) d
of which: others (mention details) [3
Advances 18,788,493 18,788,493
shartfall in provisions/ excess of total EL amount over eligible provisions under IRB f 1
general provisions reflected in Tier 2 capital R |
|Fixed Asxets 81,901 81,901
Deferred Tax Asscts 558,070 558,070
of which: DTAs that rely on future profitability excluding those arising from temporary differences
b
of which: DTAs arising from temporary differences exceeding regulatory threshold i
Other assets 779,804 779,804
of which: Goodwill i
of which: Intangibles k
of which: Defined-benefit pension fitnd net assels !
Total assets 64,669,390 64,669,390
Liabilities & Equity
Bills payable - -
Bosrowings 44,607,690 44,607,650
Deposits and other accounts 10,501,149 10,501,149
Sub-ordinated loans - -
of which: eligible for inclusion in AT m |
of which: eligible for inclusion in Tier 2 n
Liabilitics against asscts subject to finance tease 1,346 1,346
Deferred tax liabitities . .
of which: DTLs related to goodwill [
of which: DTLs related to intangible assets P
of which: DTLs related to defined pension fund net assets q
of which: other deferred tax liabilitics 4
Othet liabilitics 1,435,848 1,435,848
Total liabilities 56,546,033 56,546,033
Share capital 6,150,000 6,150,000
of which: amount eligible for CET? 6,150,000 6,150,000 s |
of which: amount eligible for ATI 1 J
Reserves 1,071,761 1,071,761
of which: portion eligible for inclusion in CET1{provide breakup) 1,071,761 1,071,761 u
of which: portion eligible for inclusion in Tier 2 v
Unappropriated profiv/ (losses) 838,056 838,056 w
Minority Intcrest -
of which: portion eligible for inclusion in CET! - X
of which: portion eligible for inclusion in AT1 y
of which: portion eligible for inclusion in Tier 2 z
Surplus on revaluation of asscts 63.540 63,540
of which: Revaluation reserves on Fixed Assets
of which: Unrealized Gains/Losses on AFS 63,340 63310 =
In case of Deficit an revaluation (deduction from CET1) ab
Fetal Habilities & Equity 64,669,390 64,669,390
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Bagsel 111 Disclosure Template (with added column)
Component of regulatory Source based on refereace
Table: 3843 capital reported by bank aumber from step 2
m
! 1 Fully P2id-up Cspitsl/ Capital ited with SBP 6,150,000 |
2__|Balance in Share Premium Account - ®
3 [Reserve for issuc of Bonus Shares, -
4| Geners/ Statutory Reserves 1071761 @
S |Guin/(Losses) on derivatives held a3 Cash Flow Hedge -
i §___|Unsppropristediunremitted profits/ (losses) 838,056 )
" 7 Minority Intcrests arising ffom CET1 capital instruments issucd to third party by consolidated bank X - ®
subsidiaries (smount allowed in CET| capital of the consolidation grou;
8§ |CET | befor Regulatory Adfustments
Common Equity Tler | capital: Regulatory adjustrment:
5 |Goodwill (nct of related doforred tax linblity) - Q-G
- 10___ | All other intangibles (nct of sny associnted deferred tax liabitity) 907 K)-(p)
1) __ ISkortfall of provisions sgainst classified asscts - [)
12 Deferred tox assets that rely on future profitability excluding those arising from temporary differences (net of (®)- () *x%
™ |related tax liabitity) =
13| Defined-beneft pension fnd et ssets S8A7 M-@re% |
14__Reciprocal cioss holdings in CET| capital instruments . : @
15 |Cash flow hedge rescrve z
16 |investment in own sharey/ CETI instruments L
1?7 Sccuritization gain on szlc - N
m 18__ | Capital shontfall of regulated subsidiarics -
19 Deficit on account of revaluation from bmk’s holdmg ol‘ﬁxcd mcu/ AFS - (ab)
20 Investments in the capital ofb cntities that are outside the scope of 36,274
regulatory consolidation, where the bank does not own more tlnn 10% of the issucd share capital (zmount (8) - (2¢) - (2c)
above 10% threshold
m 21 Significant investments in the capital i issucd by banking, financial and i entitics that arc 201,836 (®)- (ad) - (a)
o outside the scope of regulatory consolidation (smount above 10% thres reshold)
22 Deferred Tax Asscts arising from temporary differences (amount above 10% threshold, act of related tax -
liability) @)
23 Amount cxceeding 1 5% threshold
24 of which: significant investments in the common stocks of financial entities 17,348
m 25 of which: deferved tax assets arising from temporary differences 12,093
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 -
29 Regulatory adjustment apptied to CET due to insufficient AT and Tier 2 to cover deductions 1,575,241
m 30 Total regulatory adjustments applied to CET1 (sum of 9 to 29) 1,849,546
o 31 Common Equity Tier | 6,210,271
Additlonal Tiee 1(AT 1) Capital
32 Qualifying Additional Tier-1 instruments plus any related share premium -
33 of which: Classificd as cquity - (t)
i) 34 of which: Classified as liabilitics - (m)
3s Additional Ticr-1 capital instr issucd by lidatcd subsidiarics and held by third partics (amount
allowed in group AT 1) - ()
36 of which: instrument issucd by subsidiarics subject to phasc out -
37 AT before regulstory adjustments -
- Additional Tier 1 Capital: regulatory adjustments -
™ 38 Investment in mutual funds excceding the prescribed timit (SBP specific adjustment) -
39 Investment in own AT | capital instruments -
40 Reciprocal cross holdings in Additional Ticr { capital instruments -
41 Investments in the capital i of banking, fi ial and i cntitics that arc outside the scope of
regulatory consolidation, where the bank docs not own more than 10% of the issued share capital (amount
above 10% threskold) . (ac)
42 Significant investments in the capital & issucd by bankiny, financisl and i cntitics that arc
outside the scope of regulatory consolidation - (ad)
43 Portion of deduction applicd 50:30 to core capital and supplementary capital based on pre-Bascl [U treatment
which, during transitional geriod, remain subjcct to deduction from tier-1 capital 131,615
44 Reyulatory adjustments applicd to Additional Tier | due to insufficient Tice 2 to cover deductions 1,443,620
™ 43 Total of Renlatory Adjustment applied to AT1 eapital (sum of 38 to 44) 1,575,241
46 Additional Tier | capital
47 Additional Tier 1 capital recognized for capital adequacy -
48 Tier 1 Capital (CETI + admissible AT1) (31+47) 6210271 |
Tier 2 Capital
49 Qualifying Tier 2 capital instruments under Basel §il plus any telated share premium -
50 Capital instruments subject to phasc out arnngcmcm from tice 2 (Pre-Bascl Ul instruments) - _(n)
51 Ticr 2 capital instruments issucd to third party by consolidusted subsidiarics (amount allowed in group ticr 2} - (z)
$2 of which: instruments issucd by subsidiarics subject to phase out -
$3 General Provisions or general reserves for loan losses-up to maximum of 1.25% of Credit Risk Weighted
Assets 213 )
$4 Revaluation Reserves -
ss of which: Revaluation reserves on fixed asscts - .
36 of which: Unrealized Gains/Losses on AFS 7,262 portion of (22)
57 Forcign Exchange Translation Reservas - (3]
58 Undisclosed 'Other Rescrves (if any) .
39 T2 before regulatory adjustments .
Tier 2 Capital: regulatory adjustments
60 Portion of deduction applicd §0:50 to core capital and supplementary capital based on pre-Bascl 1] trcatment
which, during transitional period, remain subject to deduction from ticr-2 capital 131615
T 61 Reciprocal cross holdings in Ticr 2 instrumcents
62 Investment in own Tier 2 capital instrument
b3 Investments in the capital instruments of banking, financial and insurance entitics that are outside the scope of
1cgulatory consolidation, where the bank does not own more than 10% of the issucd share capital (amount
above 10% threshold) 1,239,486 _(ac)
64 Significant investments in the capital in issucd by banking, financial and insurance cntitics that are
outside the scope of regulatory consolidation 80,000 (f)
65 Amount of Regulatory Adiustment applicd to T2 capital (sum of 60 to 64) 1,451,100
66 Ticr 2 capital (T2)
67 Tier 2 capital recognized for capital adequacy
68 Excess Additions] Ticr | capital recognized in Tier 2 capital
m 69 Total Ticr 2 capital 2dmiissible for capital adequacy -
70 TOTAL CAPITAL (V1 + admissible 12) (48+69) 6,210,271

N
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385 Main Features Template of Regulatory Capital Instruments
1 |Issuer B "7 |Pak Oman Investment Company Limited |
2 |Unique identifier (eg KSE Symbol or Bloomberg identifier etc.) Not Applicable
3 |Goveming law(s) of the instrument . SECP
Regulatory treatment
4 Transitional Basel III rules Common Equity Tier |
5 Post-transitional Basel III rules Common Equity Tier 1
6 Eligible at solo/ group/ group&solo Group and stand alone
7 Instrument type Common shares
8 |Amount recognized in regulatory capital (Currency in PKR thousands, as of 6,150,000 -
reporting date)
9 |Par value of instrument PKR 10
10 |Accounting classification Shareholder Equity
11 |Original date of issuance 23-Jul-01
12 |Perpetual or dated iPerpetual
13 Original maturity date No maturity
>l4 Issuer call subj :;ct to pﬁor supervisory approval No maturity
15 Optional call date, contingent call dates and redemption amount Not Applicable
16 Subsequent call dates, if applicable Not Applicable
Coupons / dividends
17 Fixed or floating dividend/ coupon Not Applicable
18 coupon rate and any related index/ benchmark Not Applicable
19 Existence of a dividend stopper No
20 Fully discretionary, partially discretionary or mandatory Fully discretionary
21 Existence of step up or other incentive to redecm No
22 Noncumulative or cumulative Not Applicable
23 |Convertible or non-convertible Not Convertible '
24 If convertiblc, conversion trigger (s) Not Applicach
25 If convertible, fully or partially Not Applicable
26 If convertible, conversion rate » Not Applicable
27 If convertible, iandatory or optional conversion Not Applicable
| 28 If convertible, specify instrument type convertible into Not Applicable
29 If convertible, spccify issuer of instrument it converts into Not Applicable
30 |Write-down feature Not Applicable o
i 31, Ifwrite-down, write-down trigger(s) Not Applicable
32 : If writc-down, full or partial o —_—;Not Applicable o
33 If write-down, pcm;a;lz;\T or tcmpoar;'"_m N ;Not Applicable T
%’ 34 i If temporary write-dowx;, description of wrilc-tib mechanism iNot Applicable -

35 ;Position in subordination hicrarchy in liquidalion-(spccify instrument type -
! jimmediatcely scnior to instrument i
. 36 .Non-compliant transitioncd features No

"Not Applicable

{"3'7""1"l’r"y'c’"s,’s}§c'éity'}ioxilééinpi_iam features " NotApplicable
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38.6 Risk Weighted Assets

Capital Requirements Risk Weighted Assets

2017 2016 2017 2016
Credit Risk (Rupees in '000)
On-Balance sheet
Portfolios subject to standardized approach
Simple or Comprehensive
Public Sector entities 65,741 9,373 657,408 93,725
Banks 219,005 256,116 2,190,050 . 2,561,161
Corporate 1,551,941 1,115,753 15,519,409 11,157,532
Retail 944 883 9,437 8,832
Residential Mortgages 3,618 3,830 36,181 38,300
Past Due loans 8,382 14,521 83,818 145,212
Operating Fixed Assets 8,099 8,390 80,994 83,897
Other assets 213,890 201,858 2,138,898 2,018,579
Off-Balance sheet
Non-market related 270,945 188,722 2,709,453 1,887,220
Equity Exposure Risk in the Banking Book 195,819 131,615 1,958,193 1,316,150
Total Credit Risk 2,538,384 1,931,061 25,383,841 19,310,608
Market Risk
Capital Requirement for portfolios subject to
Standardized Approach
Interest rate risk 104,069 162,579 1,300,864 2,032,238
Equity position risk 1,741 112,063 21,763 1,400,787
Total Market Risk 105,810 274,642 1,322,627 3,433,025
Operational Risk
Capital Requirement for operational risks 179,990 181,039 2,249,876 2,262,988
TOTAL 2,824,184 2,386,742 28,956,344 25,006,621
Capital Adequacy Ratios
2017 2016
Required Actual Required Actual
CETI to total RWA 10.00% 21.45% 10.00% 28.34%
Tier-1 capital to total RWA 10.00% 21.45% 10.00% 28.34%
Total capital to total RWA 10.00% 21.45% 10.00% 28.34%
Leverage Ratio 3.00% 8.68% 3.00% 16.19%
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39.

39.1

RISK MANAGEMENT

The Company has set up objectives and policies to manage the risks that arise in connection with financial insruments. The risk managem;en't
framework and policies of the Company are guided by specific objectives to ensure that comprehensive and adequate risk management policies
are established to mitigate the salient risk elements in operations of the Company. The establishment of the overall financial risk management
objectives is consistent and in tandem with the strategy to create and enhance shareholders' value, whilst guided by a prudent and robust
framework of risk management policies. In achieving the objective of maximizing retums to shareholders, the board of directors takes cognizance
of the risk elements that the Company is confronted with in its operations. In view of the multi-faceted risks inherent in the financial sector, the
Company places great emphasis on the importance of risk management and has put in place clear and comprehensive risk management
mechanisms and strategies to identify, monitor, manage and control the relevant risk factors.

Risk management organisation

Risk Management Department ensures that risks remain within the boundaries as defined by the board, comply with the risk parameters and
prudential limits, establish systems and procedures and work out remedial measures.

Credit Committee implements credit risk policy and monitors credit risk in light with credit policy and prudential regulations.

The Company's risk management, compliance and internal audit department support the risk management function. The compliance department
ensures that all the directives and guidelines issued by SBP are being complied with. Internal audit department reviews the compliance of internal
control procedures with internal and regulatory standards.

Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other party to incur a financial loss.
Exposure to credit risks for the Company arises primarily from lending activities and investments in fixed income securities.

A multi-tiered approach is being followed in the management of credit risk with the organizational structure, roles and responsibilities clearly
outlined in the Credit Policy Manual. The Board is responsible for final approval of overall risk tolerance, limits for sectors and pricing strategies.
Various business units responsible for undertaking risks are expected to comply with the credit policy and adhere to the independent risk
management function. This is ensured through the implementation of a credit approval and documentation process adopted by the Company.

The Company uses both external and internal ratings to evaluate risk. The Company obtains external ratings from PACRA and JCR-VIS whereas
a comprehensive risk assessment matrix model is used for internal ratings.

Exposures . JCR-VIS PACRA Other
(specify)
Corporate Yes Yes x
Banks Yes Yes X
Sovercigns X X X
SME's x X X
Sccuritizations x X X
Others (Specify) x X X
Credit exposures subject to Standardised Approach
2017 2016
Exposurcs Rating Amount Deduction Net amount Amount Deduction Net amount
Category Outstanding CRM* Outstanding CRM*
(Rupces in '000)
Corporate 0 - - - - - -
1 1,289,584 247,705 1,537,289 883,198 197,512 1,080,710
2 7,364,049 - 7,364,049 4,015,721 - 4,015,721
34 1,342,889 - 1,342,889 - - -
5-6 20,450 - 20,450 87,325 - 87,325
Unrated 8,938,200 (247,705) 8,690,495 7,543,343 (197,512) 7,345,831
18,955,172 - 18,955,172 12,529,587 - 12,529,587
Banks 0 - - - - - -
1 1,305,263 1,440,583 2,745,846 1,958,409 738,314 2,696,723
2-3 1,285,594 (692,949) 592,645 4,340,586 (296,955) 4,043,631
4-5 - - - 441,359 (441,359) -
6 747,634 (747,634) - - - -
Unrated - - - - - -
3,338,491 - 3,338,491 6,740,354 - 6,740,354

Sovereigns etc.
Unrated
*CRM = Credit Risk Mitigation

The accounting policics and methods used by the Company are in accordance with the requirements of the Prudential Regulations of the SBP.
These policies are disclosed in note 5 to these financial statements. Reconciliation in the provision against non-performing advances has been

disclosed in note 10.5 of these financial statements.
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39.2

39.2.1

Segmental information

Segment by class of business

2017
Advances (Gross) Deposits Contingencies and
commitments
(Rupees in % (Rupees in % (Rupees in %
'000) '000) '000)

Financial institution 3,587,722 18.25 3,129,000 29.80 2,622,085 38.34
Textile 3,486,973 17.73 - - 953,896 13.95
Transportation and communication 3,284,574 16.70 200,000 1.90 160,000 2.34
Power 1,068,679 543 - - . 977,041 14.29
Cement - - - - 500,000 731

Electronics 828,571 4.21 - - © - -
Food and beverage 836,198 4.25 50,690 048 250,000 3.66
Services 1,034,912 5.26 1,833,526 17.46 75,000 1.10
Engineering and allied products 477,057 243 - - 97,640 143
Chemical and pharmaceuticals 596,018 3.03 - - 537,000 7.85

Automobiles 22,662 0.12 - - - -

Fuel and energy 966,745 4.92 - - - -
Construction : 892,085 4.54 77,334 0.74 633,330 9.26

Sugar 1,762,723 8.96 - - - -

Paper and board /packaging 356,622 1.81 - - - -
Healthcare 256,250 130 - - 25,000 0.37

Individual 115,956 0.59 908,948 8.66 -
Others 90,006 0.47 4,301,651 40.96 7,500 0.10
19,663,753 100.00 10,501,149 100.00 6,838,492 100.00

2016
Advances (Gross) Deposits Contingencies and
commitments
(Rupees in % (Rupees in % (Rupees in %
'000) '000) '000)

Financial institution 3,700,856 23.28 252,700 4.73 419,782 10.61
Textile 3,132,853 19.70 - - 343,180 8.67
Transportation and communication 1,381,783 8.69 15,500 0.29 472,240 11.94
Power 1,033,241 6.50 - - 296,726 7.50
Electronics 50,000 0.31 - - 500,000 12.64
Food and beverage 1,205,270 7.58 - - 115,600 292

Services 471,317 2.96 155,750 292 -
Engineering and allied products 288,842 1.82 - - 48,050 1.21
Chemical and pharmaceuticals 636,492 4.00 100,000 1.87 44,740 1.13

Automobiles 67,986 0.43 - - - -

Fuel and energy 639,552 4.02 - - - -
Construction 809,916 5.09 - - 350,000 8.85
Sugar 1,429,688 8.99 - - 400,000 10.11
Paper and board /packaging 337,066 2.12 - - 102,455 2.59
Healthcare 187,500 1.18 - - 150,000 3.79

Individual 121,205 0.76 925,845 17.33 -
Others 406,562 2.57 3,893,180 72.86 713,519 18.04
15,900,129 100.00 5,342,975 100.00 3,956,292 100.00
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39.2.2

39.2.3

39.2.4

39.2.5

Segment by sector
2017
Advances (Gross) Deposits Contingencies and commitments
(Rupees in % (Rupees in % (Rupees in %
'000) '000) . '000)
Public / Government 1,437,926 731 965,000 9.19 - -
Private 18,225,827 92.69 9,536,149 90.81 6,838,492 _100.00
19,663,753 100.00 10,501,149 100.00 6,838,492 100.00_
2016
Advances (Gross) Deposits Contingencies and commitments
(Rupees in % (Rupees in % (Rupees in %
'000) '000) 000)
Public / Government 187,450 1.18 700,000 13.10 -. -
Private 15,712,679 98.82 4,642,975 86.90 3,956,292 100.00
15,900,129 160.00 5,342,975 100.00 3,956,292 100.00
Details of non-performing advances and specific provisions by class of business segment
2017 2016
Classified Specific Classified Specific
advances provisions advances provisions held
held
(Rupees in '000)
Automobile 22,662 22,662 67,985 67,985
Textile 415,859 399,348 429,211 404,211
Construction - - 4,435 3,675
Engineering and allied products 68,073 68,073 68,073 68,073
Electronics 50,000 50,000 50,000 50,000
Fuel and energy 104,865 104,865 232,095 232,095
Food and beverages 197,820 125,000 252,878 125,000
Financial institution 5,161 5,161 5,161 5,161
Power 68,200 68,200 68,200 68,200
Others 31,738 31,738 40,805 40,805
964,378 875,047 1,218,843 1,065,205
Details of non-performing advances and specific provisions by scctor
2017 2016
Classified Specific Classificd Specific
advances provisions advances provisions held
held
(Rupees in '000)
Public / Government - - - -
Private 964,378 875,047 1,218,843 1,065,205
964,378 875,047 1,218,843 1,065,205
Geographical segment analysis 2017
Profit before  Total asscts Net assets Contingencies
taxation employed employed and
commitments
(Rupces in '000)
Pakistan 744,533 64,667,746 8,123,357 6,838,492
Middle East - 1,644 - -
744,533 64,669,390 8,123,357 6,838,492
\ep ™
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39.3

39.3.1

Market risk

Market risk is the risk that the value of on and off-balance sheet positions of a financial institution will be adversely affected by
movements in market rates or prices such as interest rates, foreign exchange rates and equity prices. The board of directors is
responsible for reviewing and recommending all market risk policies.

The market risk management framework of the company comprises of business unit actually undertaking the risk, the Risk
Management Department, Asset and Liability Committee and the Investment Committee.

Dealing activities of the Company include investment in government securities, term finance certificates, sukuks / bonds, shares and
mutual funds, and money market transactions catering to the needs of its customers. All such activities are carried out within the
prescribed limits. Stress testing is performed as per guidelines of SBP as well as Company's internal policy.

Interest rate risk

Interest rate risk arises when there is a mismatch between positions, which are subject to interest rate adjustment within a specified
period. The lending, funding and investment activities of the Company are exposed to interest rate risk. The Company is using a
16band repricing model for measurement of interest rate risk. Furthermore, stress testing technique is also used to evaluate the
potential effects on the financial condition of a specific event and movements in a set of financial variables. The Company has also
developed value-at-risk (VAR) model internally.

nterest Ra kin B Book mic Approach
S.No | Time Bands | Assets/Liabilities Duration Interest Rate Duration Interest Rate |
GAP (Middle of time band) Shock Welmgctor Shock (Stress)
1 __ |Upto 1 Month (18,962,289) ' 0.05% 9,481 0.08% 15,170
2 |1 to 3 Months 22,441,193 0.20% (44,882) 0.32% (71,812)
3 |3 to 6 Months 1,626,304 0.45% (7,318 0.72% (11,709
4 16to 12 Months (798,477) 0.90% 7,186 1.43% 11,418
5_ |1t02 Years 1,002,421 1.50% (15,036) 2.77% (27,767)
6 |2to3 Years 17,061 2.50% (427 4.49% (766)
7 _|3t04 Years 8,734 3.50% (306) 6.14% (536)
8 [4t05 Years 935,054 4.50% (42,077) 1.711% (72,093)
9 |5t07 Years 15,294 6.00% (918) 10.15% (1,552))
10 {71010 Years 18,016 8.50% (1,531 13.26% (2,389)
11 |Over 10 Years 25,715 12.50% (3,214 17.84% (4,588
6,329,026 (99,042) (166,624)|

Interest Rate Risk in Banking Book (Earning Approach)

S.No | Time Bands | Assets/Liabilities Duration Interest Rate Duration Interest Rate

GAP (Middle of time band) Shock Welg_hting factor | Shock (Stress)

1  |Upto 1 Month (18,962,289) 0.05% 9,481 0.08% 15,170
2 1 to 3 Months 22,441,193 0.20% (44,882) 0.32% (71,812)
3 |3 to 6 Months 1,626,304 0.45% (7,318) 0.72% (11,709),

4 |6 to 12 Months (798,477) 0.90% 7,186 1.43% 11,418
S |1to2 Years 1,002,421 1.50% (15,036) 2.77% (27,767
5,309,152 (50,569) (84,700)
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39.3.2 Mismatch of interest rate sensitive assets and Habilities as at 31 December 2017

Effective Exposed to yield / interest risk
yleld/ Total Upto 1 Over 1 Over 3 Over 6 Overl Over2 Over3 OverS Above 10 Non-interest
interest month to3 to6 months to2 to3 toS to 10 years bearing
rate months months to 1 year years years years years financial
(Rupees in *000)
On-balance sheet financial instruments
Assets
Cash and balances with treasury banks 169,886 - - - - - [ - - - - 169,886
Balances with other banks 131% 2,012,314 1,005,642 450,000 550,000 - - - - - - 6,672
Lending to financial institutions 6.03% 2,038,288 2,038,288 - - - - - - - - -
Investments 6.24% 40,240,634 1,523,831 26,364,096 2,726,853 122,396 954,593 - 927,541 60 - 1,621,264
Advances 1.83% 18,788,493 5,960,933 7,029,681 3,780,450 249,443 248,003 230,561 437373 813,752 25,715 12,582
Other assets 370165 - - - - - - - - - 370,165 |
63,619,780 16,528,694 33,843,717 7,057,303 371,839 1,202,596 230,561 1,364,914 813,812 25,715 2,180,569
Liabilities
Bormrowings from financial institutions 5.83% 44,607,690 31,775,130 8,275,927 2,923,783 18,540 199,793 212,889 421,126 780,502 - -
Deposits and other accounts 6.21% 10,501,149 3,715,824 3,126,600 2,507,129 1,151,596 - - - - - -
Lisbilities against assets subject
to finance leases 1.91% 1,346 29 57 87 180 a2 611 - - - -
Other lizbilities L 1380021 - - - | - - - - - - __:Js_so‘:_i:_
—56490,306  ___ 35490,983 11,402,584 5430999 1170316 200,175 213,500 421,126 780,502 - 1380121
On-balance sheet gap 7,129,474 ={18.962.280) _____ 22441,193 ____ 1.626304  ___O98477N _ 1002421 17,061 243.768 33310, ) - I—
Noa-Financial assets 1,049,610
Non-Financial liabilities 55,727
Total Net Assets 123,357
Total yield/profit risk sensitivity gap gla!%gw! 22!Ml!l93 1361204 ];I9é412! 1&421 l7!Ml 943!788 33,310 %
Cumulative yield/profit risk sensitivity gap !1§961é89! 3!418!904 sgmsgos 4;%731 5;09!152 gzsgu Gg‘IO!OOl 03,311 6,329,026
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Mismatch of interest rate sensitive assets and lisbilities as at 31 December 2016

Effective Exposed 1o yield / interest risk
yield / Total Upto 1 Over 1 Over3 Over 6 Over 1 Over2 Over3 Over 5 Above 10 Non-interest
interest rate month 03 06 months 02 03 05 010 years bearing
months months to 1 year years years years years financial
(Rupees in '000)
On-balance sheet financial instruments
Assets
Cash and balances with treasury banks 88,884 - - - - - - - - - 88,884
Balances with other banks 7.12% 1,670,921 1,162,449 300,000 100,000 100,000 - - - - - 8,472
Lending to financial institutions 6.19% 935,826 935,826 - - - - - - - - -
Investments 7.07% 20,831,182 2,741,862 2,394,690 2,322,128 6,552,213 985,599 565,214 2,117,262 909,669 - 2,242,545
Advances 7.69% 14,834,851 2,783,919 6,109,323 4,254,931 264,231 101,686 209,584 341,974 727,959 29,468 11,776
Other assets 389,058 - - - - - - - - - 389,058
38,750,722 7,624,056 8,804,013 6,677,059 6,916,444 1,087,285 774,798 2,459,236 1,637,628 29,468 2,740,735
Liabilities
Borrowings from financial institutions 5.82% 25,150,898 9,458,193 2,859,723 5,134,765 6,491,984 32,596 167,531 315,062 691,044 - .
Deposits and other accounts 5,342,975 1,255,881 906,964 1,175,168 1,998,985 5977 - - - - -
Liabilities against assets subject 6.28%
to finance leases 191% 1,671 26 53 81 166 353 382 610 - - -
Other liabilities 849,613 - - - - - - - - - 849,613
31,345,157 10,714,100 3,766,740 6310014 _ 8491135 38,926 167913 315,672 691,044 - 849,613
On-balance sheet gap 7,405,565 (3,090,044) 5,037,273 362,045 1,574,691 1,048,359 606885 _ 2143564 _ 946584 29468 _ 1891122
Non - financial assets 1,055,633
Non - financial liabilities -
Total Net Assets 8,461,198
Totalyield/profit risk sensitivity gap —(00064) __ sOM273, 367045 (LS74691) _ 1048359 __ GOGRES _ 2043564 __ 946584 29468
Cumulative yield/profit risk sensitivity gap 3,090044) 1947229 2314274 739,583 1,787942 2394827 4538391 5484975 5514443

3933 Yield risk is the risk of decline in eamings due to adverse movement of the yield curve.

39.3.4 Profit rate risk is the risk that the value of the financial instruments will fluctuate due to changes in the market profit rates. The company is not exposed to any major profit rate risk as it mainly invests in equity securitics.
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39.5

39.6

Foreign currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to change in foreign currency
rates. However, the Company is not exposed to major foreign currency risk as its assets and liabilities are primarily
denominated in Pakistani rupees.

Assets Liabilities = Off-balance sheet  Net foreign
items currency
exvosure
(Rupees in '000)
Pakistani Rupees 64,669,064 56,546,033 - 8,123,031
United States Dollar 65 - - 65
Omani Riyal 261 - - 261
64.669.390 56546033 - 8,123,357

Equity position risk

Equity position risk refers to the risk arising from taking long or short positions, in the trading book, in equities and
all instruments that exhibit market behavior similar to equities. The Company is exposed to such risk due to
investment activities undertaken on a day-to-day basis. The Company has established a Capital Market Review
Committee to monitor the equity portfolio and the future strategy pertaining thereto. As per Standardized Approach
8% charge has to be created on both Specific and General Equity Position Risk Management calculation.

Liquidity risk

Liquidity risk is the potential for loss arising from either inability to meet obligations or to fund increases in assets
as they fall due without incurring unacceptable cost or losses.

Large off-balance sheet exposures or heavy reliance on large corporate deposits gives rise to relatively high level of
liquidity risk. Rapid growth in assets also increases the liquidity risk. Objectives of liquidity management in Pak
Oman are that:

- A reasonable amount of liquid assets are maintained at all times.
- Measurement and projection of funding requirements during various scenarios.
- Excess funds are profitably deployed.

Beside the Board which will be responsible for formulation of over all policy, the following will be involved in
Liquidity Risk Management Process with roles and responsibilities defined hereunder:

- Risk Management Department
- Finance Department

- Treasury Department

- Asset Liability Committee

The ALCO will be responsible for monitoring of the tolerance limits.

™



39.6.1

Maturities of assets and Liabilities - Based on contractual maturity of assets and Liabilities

Maturities of assets and liabilities as at 31 December 2017

Assets

Cash and balances with treasury banks
Balances with other banks

Lending to financial institutions
Investmeats

Advances

Other assets

Operating fixed assets

Deferred tax assets

Liabilities

Borrowings from financial institutions

Deposits and other accounts

Liabilities against assets subject to
finance leases

Others liabilities

Deferred tax liabilities

Net assets

Share capital
Reserves
Unappropriated profit

Surplus on revaluation of assets - net of tax

\d e

3 3 3 3 -3 73 3 3 3 T3 T3 T3
2017
Total Upto 1 Over 1 Over3 Over 6 Over1 Over2 Over 3 OverS Above 10
month to3 to 6 months to2 to3 toS to 10 years
months months to 1 year years years years years
(Rupees in '000)

169,886 169,886 - - - - - - - -
2,012,314 1,012,314 450,000 550,000 - - - - - -
2,038,288 2,038,288 - - - - - - - -

40,240,634 6,726,330 25,442,344 1,497,368 259,870 1,563,679 187,540 2,809,346 1,754,157 -
18,788,493 251,059 993,173 1,451,988 2,394,414 4,696,313 3,639,073 3,718,573 1,618,185 25,715
779,804 148,030 152,009 469,587 5,890 - - 4,288 - -

81,901 2,960 5,737 6,851 12,851 23,514 8,626 10,343 11,019 -
558,070 (44,700 (17,684) (31,072) _(80,847) (17,873)| 14,435 522,324 272,597 | 890
64,669,390 10,304,167 27,025,579 3,944,722 2,592,178 6,205,633 3,849,674 7,064,874 3,655,958 26,605
44,607,690 31,541,796 5,600,927 1,217,690 1,293,167 1,999,046 1,037,142 1,137,420 780,502 -
10,501,149 3,715,824 3,126,600 2,507,129 1,151,596 - - - - -
1,346 29 57 87 180 382 611 - - -
1,435,848 390,388 659,645 52,914 131,221 137,355 28,402 31,423 4,500 -
56,546,033 35,648,037 9,387,229 3,777,820 2,576,164 2,136,783 1,066,155 1,168,843 785,002 -

18357 (536870 17638350 16690 ___ 16014 __ 4068850, __ 2TBISI9. 5896031 2870956, . 26605
6,150,000
1,071,761

838,056
8,059,817

63,540
8,123,357

——r



Maturities of assets and liabilities as at 31 December 2016

Assets

Cash and balances with treasury banks
Balances with other banks

Lending to financial institutions
Investments

Advances

Other assets

Operating fixed assets

Deferred tax assets

Liabilities

Bomrowings from financial institutions

Deposits and other accounts

Liabilities against assets subject to
finance leases

Others Liabilities

Net assets
Share capital

Reserves
Unappropriated profit

Surplus on revaluation of investment - net of tax

2 3 3 3 3 T3 T3 3 3 3 3 T3 T3 T3 T
2016
Total Upto 1 Over 1 Over 3 Over 6 Over 1 Over 2 Over3 Over 5 Above 10
month to3 to 6 months to2 to3 to$ to 10 years
months months to | year years years years years
(Rupees in '000)
88,884 88,884 - - . - - - - R
1,670,921 1,170,921 300,000 100,000 100,000 - - - - -
935,826 935,826 - - - - - - - -
20,831,182 1,883,001 1,967,483 1,579,653 6,737,186 1,884,156 936,723 4,163,994 1,678,986 -
14,834,851 173,496 1,246,580 1,186,563 1,728,360 3,356,794 2,942,610 2,954,087 1,216,893 29,468
919,994 148,230 145,851 615,768 5,883 74 - 4,188 - -
85,263 3,281 6,561 8,380 13,957 23,016 20,239 4,212 5,617 -
439,434 (48,022)] (22,800) (42,601) (210,774) (98,215) (30,474 606,682 284,649 989
39,806,355 4,355,617 3,643,675 3,447,763 8,374,612 5,165,825 3,869,098 7,733,163 3,186,145 30,457
25,150,898 8,958,193 1,401,390 3,262,751 7,458,277 1,798,516 1,016,785 563,942 691,044 7 -
5,342,975 1,255,881 906,964 1,175,168 1,998,985 5977 - - - -
1,671 26 53 81 166 353 382 610 - -
849,613 130,414 301,629 63,471 132,498 65,583 137,390 8,753 9,875 -
31,345,157 - - - - - - - - -
8,461,198 4,355,617 3,643,675 3,447,763 8,374,612 5,165,825 3,869,098 7,733,163 3,186,145 30457
6,150,000
984,427
972,325
T 8106752
354,446
8.461,198

The contractual maturities of assets and linbilities do not significantly differ with the expected maturities except operating fixed assets and deferred tax assets which do not have any contractual maturitics. The maturities of
operating fixed assets and deferred tax assets have been reported based on their pattern of usage and recoverability of the underlying assets on which deferred tax asset has been recorded.
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— "3 3 3 3 3 3 3 73 T3 3B 4 73 T3 T3 T3
39.62 Maturities of assets and liabilities - Based on the working prepared by the Asset and Liabilities Management Committee (ALCO)
Maturities of assets and liabilities as at 31 December 2017
2017
Total Upto 1 Over1 Over3 Over 6 Over1 Over 2 Over3 Over § Above 10
month to3 to6 months to2 to3 to$ to 10 yesars
months months to 1 year years years years years
(Rupees in '000)
Assets
Cash and balances with treasury banks 169,886 169,886 - - - - - - - -
Balances with other banks 2,012,314 1,012,314 450,000 550,000 - - - - - -
Lending to financial institutions 2,038,288 2,038,288 - - - - - - - -
Investments 40,240,634 6,726,330 25,442,344 1,497,368 259,870 1,563,679 187,540 2,809,346 1,754,157 -
Advances 18,788,493 251,059 993,173 1,451,988 2,394,414 4,696,313 3,639,073 3,718,573 1,618,185 25,715
Other assets 779,804 148,030 152,009 469,587 5,890 - - 4,288 - -
Operating fixed assets 81,901 2,960 5,737 6,851 12,851 23,514 8,626 10,343 11,019 -
Deferred tax assets 558,070 (44,700) (17,684) (31,072) (80,847) (77,873) 14,435 522,324 272,597 890
64,669,350 10,304,167 27,025,579 3,944,722 2,592,178 6,205,633 3,849,674 7,064,874 3,655,958 26,605
Liabilities
Borrowings from financial institutions 44,607,690 31,541,796 5,600,927 1,217,690 1,293,167 1,999,046 1,037,142 1,137,420 780,502 -
Deposits and other accounts 10,501,149 3,715,824 3,126,600 2,507,129 1,151,596 - - - - -
Liabilities against assets subject to
finance leases 1,346 29 57 87 180 382 611 - - -
Others liabilities 1,435,848 390,388 659,645 52914 131,221 137,355 28,402 31,423 4,500 -
Deferred liabilities - - - - - - - - - -
56,546,033 35,648,037 9,387,229 3,777,820 2,576,164 2,136,783 1,066,155 1,168,843 785,002 -
Net assets —BI235] __(0S33870) _ 17638350 166902 ___ 16014 __ 4068850 _ 2783519 _ 5896031 _ 287095 _ 26605
Share capital 6,150,000
Reserves 1,071,761
Unappropriated profit 838,056
8,059,817
Surplus on revaluation of investment - net of tax 63,540
—8IB35T
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Maturities of assets and liabilities as at 31 December 2016

Assets

Cash and balances with treasury banks
Balances with other banks

Lending to financial institutions
Investments

Advances

Other assets

Operating fixed assets

Deferred tax assets

Liabilities

Borrowings from financial institutions

Deposits and other accounts

Liabilities against assets subject to
finance leases

Others Liabilities

Net assets

Share capital
Reserves
Unappropriated profit

Surplus on revaluation of investment - net of tax

3 3 3 3 3 T3 T3 3 I I T3 T3 T3
2016
Total Upto 1 Over | Over3 Over 6 Over 1 Over2 Over3 Over5 Above 10
month to3 to 6 months to2 to3 oS to 10 years
months months to 1 year years years years years
(Rupees in '000)
88,884 88,884 - - - - - - - -
1,670,921 1,170,921 300,000 100,000 100,000 - - - - -
935,826 935,826 - - - - - - - -
20,831,182 1,883,001 1,967,483 1,579,653 6,737,186 1,884,156 936,723 4,163,994 1,678,986 -
14,834,851 173,496 1,246,580 1,186,563 1,728,360 3,356,794 2,942 610 2,954,087 1,216,893 29,468
919,994 148,230 145,851 615,768 5,883 74 - 4,188 - -
85,263 3,281 6,561 8,380 13,957 23,016 20,239 4,212 5,617 -
439,434 (48,022) (22,800) (42,601) (210,774) (98,215) (30,474 606,682 | 284,649 989
39,806,355 4,355,617 3,643,675 3,447,763 8,374,612 5,165,825 3,869,098 7,733,163 3,186,145 30,457
25,150,898 8,958,193 1,401,390 3,262,751 7,458,277 1,798,516 1,016,785 563,942 691,044 -
5,342,975 1,255,881 906,964 1,175,168 1,998,985 5,977 - - - -
1,671 26 53 81 166 353 382 610 - -
849,613 130,414 301,629 63,471 132,498 65,583 137,390 8,753 9,875 -
31,345,157 - - - - - - - - -
8.461,198 4,355,617 3,643,675 3,447,763 8.374.612 5,165,825 3,869,098 7,733,163 3,186,145 30,457
6,150,000
984,427
972,325
8,106,752
354,446
8,461,198

The contractual maturities of assets and liabilities do not significantly differ with the expected maturities except operating fixed assets and deferred tax assets which do not have any contractual maturities. The maturities of
operating fixed assets and deferred tax assets have been reported based on their pattern of usage and recoverability of the underlying assets on which deferred tax asset has been recorded.

Operational risk

Operational risk is the risk of loss resulting from inadequate or failed intemal processes, people and system or from extemal events. Operational risk is inherent in the company’s business and operational activities.

The Company has instituted sound internal controls through policies, plans and processes approved by the board of directors for controlling and mitigating potential operational risk. The system of internal controls include
financial, operational and compliance controls and is performed on continuous basis by the senior management and all levels of employees within the Company.

The objectives of intemal controls include the safeguarding of assets from inappropriate use or from loss and fraud, ensuring that liabilities are identified and managed and that the quality of internal and external reporting is

maintained. The Company monitors its Key Risk Indicators (KRI) and Loss Data reporting through an operational risk software.

The company has also formulated a business continuity plan, a disaster recovery plan and guidelines for information security, employee conduct and for prevention of fraud and forgery to ensure smooth functioning of the

Company’s operations.
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40.

41.

TRUST ACTIVITIES

The Company is acting as a trustee to Term Finance Certificates issued by Pakistan Refinery Limited. Askari Bank
Limited. Pak Arab Fertilizers Limited, NRSP Microfinance Bank Limited, Al-Arabia Sugar Mills Limited and FINCA
Microfinance Bank Limited. The Company is holding the trust properties in fiduciary capacity on behalf of the relevant
beneliciaries. In this behalf, the Company is fulfilling all its obligations and duties in accordance with the provisions of
the respective trust documents.

POST BALANCE SHEET EVENTS

'he Board of Directors of the Company in their meeting held on 08 March 2018 have:

- proposed 7% cash dividend amounting to Rs. 430.5 million subject to the approval of the members at the annual
general meeting.

These financial statements do not recognise the aforementioned appropriation as this has been proposed and approved
subsequent to the statement of financial position date.

GENERAL

The JCR-VIS Credit Rating Company Limited has maintained the Company's rating of AA -+ (Double A Plus) in the
long term and A-1 + (A One Plus) for the short term.

Amounts in these Inancial statements have been rounded off to the nearest thousand rupee except stated otherwise.

DATE OF AUTHORISATION

Iwmnciul statements were authorised on 08 March 2018 by the Board of Directors of the Company.
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KPMG Taseer Hadi & Co. Telephone + 92 (21) 3568 5847
Chartered Accountants Fax +92 (21) 3568 5095
Sheikh Sultan Trust Building No. 2 Internet www.kpmg.com.pk

Beaumont Road
Karachi, 75530 Pakistan

Auditors’ Report to the Members

We have audited the annexed consolidated financial statements comprising consolidated
statement of financial position of Pak Oman Investment Company Limited (“the Holding
Company”) and its subsidiary company (“the Group”) as at 31 December 2017 and the related
consolidated profit and loss account, consolidated statement of comprehensive income,
consolidated cash flow statement and consolidated statement of changes in equity together with
the notes forming part thereof, for the year then ended. We have also expressed separate opinion
on the financial statements of Pak Oman Investment Company Limited and its subsidiary
company namely Pak Oman Asset Management Company Limited. These financial statements
are responsibility of the Holding Company’s management. Our responsibility is to express an
opinion on these financial statements based on our audit.

Our audit was conducted in accordance with the International Standards on Auditing and
accordingly included such tests of accounting records and such other auditing procedures as we
considered necessary in the circumstances.

In our opinion, the consolidated financial statements present fairly the financial position of Pak

Oman Investment Company Limited and its subsidiary company as at 31 December 2017 and the
results of their operations for the year then ended.

Date: 8 March 2018 KPMG Taseer Hadi & Co.
Chartered Accountants
Karachi Muhammad Taufiq

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

("KPMG International”), a Swiss entity,



Pak Oman Investment Company Limited

Consolidated Statement of Financial Position
As at 31 December 2017

2017 2016

(US Dollar in '000)
1,540 805
18,504 15,255
18,460 8,475
365,921 188,925
170,177 134,376
3,217 872
4,627 3,552
8,229 8,637
590,675 360,397
408,982 227,781
95,104 48,389
12 15
13,842 7,885
517,940 284,070
72,735 76,827
55,698 55,698
9,706 8,916
6,681 8,913
72,085 73,527
74 88
72,159 73,615
576 3,212
72,135 76,827

ASSETS

Cash and balances with treasury banks
Balances with other banks

Lendings to financial institutions
Investments

Advances

Operating fixed assets

Deferred tax assets

Other assets

LIABILITIES

Bills payable

Borrowings

Deposits and other accounts

Sub-ordinated loans

Liabilities against assets subject to finance lease
Deferred tax liabilities

Other liabilities

NET ASSETS
REPRESENTED BY

Share capital
Reserves
Unappropriated profit

Non-controlling interest

Surplus on revaluation of assets
- net of deferred tax

CONTINGENCIES AND COMMITMENTS

Note

14
15

16

17

18
19

21

22

2017 2016
(Rupees in '000)

170,000 88,909
2,043,137 1,684,442
2,038,288 935,826
40,403,976 20,860,575
18,790,501 14,837,460
355,214 96,337
510,857 392,221
908,649 953,536
65,220,622 39,849,306
45,158,690 25,150,898
10,501,149 5,342,975
1,346 1,671
1,528,228 870,853
57,189,413 31,366,397
8,031,209 8,482,909
6,150,000 6,150,000
1,071,761 984,427
737,744 984,139
7,959,505 8,118,566
8,142 9,664
7,967,647 8,128,230
63,562 354,679
—8.031.209 8,482,909

The annexed notes from 1 to 44 form an integral part of these consolidated financial statements.
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Pak Oman Investment Company Limited

Consolidated Profit And Loss Account
For the year ended 31 December 2017

2017

2016

(US Dollar in '000)

35,951 20,785 Mark-up / return / interest earned
28,270 13,009  Mark-up / return / interest expensed
7,681 7,776  Net mark-up / interest income
(1,688) 1,523 | (Reversal) / provision against non-performing advances
163 (1,567)| Provision / (reversal) for diminution in the value of investments
- - Bad debts written off directly
(1,525) (44)
9,206 7,820  Net mark-up / interest income after provisions
NON MARK-UP / INTEREST INCOME
1,229 725 Fee, commission and brokerage income
635 830 | Dividend income
- - Income from dealing in foreign currencies
1,647 5,177 Gain on sale of securities
Unrealised gain on revaluation of investments
15 27 classified as held-for-trading
(510) 1,951 Share of (loss) / profit from associates - net of tax
58 43 Other income
3,074 8,753 Total non mark-up / interest income
12,280 16,573
NON MARK-UP / INTEREST EXPENSES
6,104 5,736 Administrative expenses
- - Other provisions / write offs
425 779 | Other charges )
6,529 6,515  Total non mark-up / interest expenses
5,751 10,058
- - Extra ordinary / unusual items
5,751 10,058 PROFIT BEFORE TAXATION
Taxation
2,586 3,200 - current
317 29 | - prior years
(78) (236)] - deferred
2,825 2,993
2,926 7.065 PROFIT AFTER TAXATION
PROFIT / (LOSS) ATTRIBUTABLE TO:
2,940 7,069  Shareholders of the holding company
(14) (4) Non-controlling interest
2,926 7.065
(US §)
0.0048 0.0115 Basic and diluted earnings per share

The annexed notes from 1 to 44 form an integral part of these consolidated financial statements.
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Note

23
24

10.5
9.3

2¥

26

27
13.2
28

29

30

2017

2016

(Rupees in '000)

3,969,612 2,295,027
3,121,481 1,436,373
848,131 858,654
(186,343) 168,179
18,030 (172,986)
(168,313) (4,807)
1,016,444 863,461
135,651 80,035
70,147 91,662
181,864 571,673
1,668 2,963
(56,277) 215,445
6,365 4,779
339,418 966,557
1,355,862 1,830,018
673,937 633,316
46,973 86,057
720,910 719,373
634,952 1,110,645
634,952 1,110,645
285,563 353,373
34,971 3,206
(8,602) (26,043
311,932 330,536
323020 ___ 780109
324,542 780,564
(1,522) (455)
323020 _ 780109
(Rupees)
0.53 1.27

Managing Director
and Chief Executive
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Pak Oman Investment Company Limited

Consolidated Statement of Comprehensive Income
For the year ended 31 December 2017

2017 2016 2017 2016
(US Dollar in '000) Note (Rupees in '000)
2,926 7,065  Profit after taxation 323,020 780,109

Other comprehensive income for the year

Items that may be reclassified subsequently
- - to profit and loss account - -

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

70 (14)] Remeasurement of defined benefit obligation 33.9 7,758 (1,529)
(21) 4 | Related tax impact (2,327) 474
49 (10) 5,431 (1,055)
2,975 7.055 328,451 779.054

Comprehensive income for the year
transferred to equity attributable to:

2,989 7,059  Shareholders of the holding company 329,973 779,509
(14) (4) Non-controlling interest (1,522) (455)
Comprehensive income for the year
2,975 7.055 transferred to equity 328,451 779,054

Component of comprehensive income for the
year not transferred to equity

Surplus on revaluation of 'available for

(3,606) (1,446) sale' investments (398,185) (159,706)
997 553 Related tax impact 110,034 61,080

(2,609) (893) : (288,151) (98,626)
366 6,162 Total comprehensive income 40,300 680.428

The annexed notes from 1 to 44 form an integral part of these consolidated financial statements.
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Pak Oman Investment Company Limited

Consolidated Cash Flow Statement
For the year ended 31 December 2017

2017 2016
(US Dollar in '000)
5,751 10,058
635 330
5,116 9,228
448 319
5 1
(15) 27N
(25) (41)
510 (1,951)
(1,688) 1,523
163 (1,567)
1 1
(601) (1,742)
4,515 7,486
(9,985) (5,189)
(186,562) (22,778)
(34,113) (45,366)
(969) (1,200)
(231,629) (74,533)
181,202 96,647
46,715 12,073
5,883 2,907
233,300 111,627
6,686 44,580
(1) (1)
(1,616) (4,032)
5,069 40,547
5,005 (36,934)
297 (1,260)
654 812
(2,633) (421)
50 84
3,373 (37,719)
(3) (3)
(4,456) (3,342)
(4,459) (3.345)
3,983 (517)
16,060 16,577
20,043 16,060

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation
Less: Dividend income

Adjustments:

Depreciation

Amortization of intangible assets

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

Gain on sale of operating fixed assets

Share of loss / (profit) from associates - net of tax

(Reversal) / provision against non-performing advances

Provision / (reversal) for diminution in the value of investments
of investments

Finance charges on leased assets

(Increase) / decrease in operating assets
Lendings to financial institutions

Net investments in held-for-trading securities
Advances

Other assets (excluding taxation)

Increase / (decrease) in operating liabilities
Borrowings

Deposits and other accounts

Other liabilities

Finance charges paid on leased assets
Income tax paid
Net cash from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Net investments in available-for-sale securities
(Investments in) / sale of associates

Dividend income received

Purchase of operating fixed assets

Sale proceeds on sale of property and equipments

Net cash from / (used) in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Payments of finance lease obligations

Dividend paid

Net cash used in financing activities

Increase / (decrease) in cash and cash equivalents

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

The annexed notes from | to 44 form an integral part of these consolidated financial statements.
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28 & 26

10.5

9.3
27

31

/

2017

2016

(Rupees in '000)

634,952 1,110,645
70,147 91,662
564,805 1,018,983
49,520 35,260
498 119
(1,668) (2,963)
(2,761) (4,531)
56,277 (215,445)
(186,343) 168,179
18,030 (172,986)
106 146
(66,341) (192,221)
498,464 826,762
(1,102,462) (573,002)
(20,599,660)| |  (2.515,074)
(3,766,698)| |  (5,009,214)
(107,025) (132,533)
(25,575,845)  (8,229,823)
20,007,792 10,671,458
5,158,174 1,333,115
649,694 320,922
25,815,660 12,325,495
738,279 4,922,434
(106) (146)
(178,436) (445,158)
559,737 4,477,130
552,685 (4,078,143)
32,750 (139,159)
72,175 89,634
(290,726) (46,493)
5,490 9,264
372,374 (4.164,897)
(325) (302)
(492,000) (369,000)
(492,325) (369,302)
439,786 (57.069)
1,773,351 1,830,420
2,213,137 1,773.351
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Pak Oman Investment Company Limited

Consolidated Statement Of Changes In Equity
For the year ended 31 December 2017

Attributable to the
shareholders of the holding

Issued, company Unappro- Sub total Non- Total
subscribed (Reserves)—— priated profit controlling
and paid-up  Statutory General Interest
capital reserve reserve
(Rupees in '000)
Balance as at | January 2016 6,150,000 831,674 11,630 713,763 1,707,067 10,119 7,717,186
Comprehensive income
Profit / (loss) for the year ended
31 December 2016 - - - 780,564 780,564 (455) 780,109
Other comprehensive income - net of tax - - - (1,055) (1,055) - (1,055)
Total comprehensive income for the year - - - 779,509 779,509 (455) 779,054
Transfers
Transfer from surplus on revaluation of fixed
assets to unappropriated profit - net of tax - - - 990 990 - 990
Transfer to statutory reserve - 20% of the
holding company’s profit for the year - 141,123 - (141,123) - - 2
Transaction with owners recognised
directly in equity
Dividend for the year ended
31 December 2015 (Re. 0.60 per share) - - (369,000) (369,000) - (369,000)
Increase in share of non-controlling interest = = - & H - &
Balance as at 31 December 2016 6,150,000 972,197 11,630 984,139 8,118,566 9,664 8,128,230
Comprehensive income
Profit / (loss) for the year ended
31 December 2017 - - - 324,542 324,542 (1.522) 323,020
Other comprehensive income - net of tax - - - 5431 5431 - 5.431
Total comprehensive income for the year = - - 329,973 329973 (1,522) 328,451
Transfers
Transfer from surplus on revaluation of fixed
assets to unappropriated profit - net of tax - - - 2,966 2,966 - 2,966
Transfer to statutory reserve - 20% of the
holding company's profit for the year - 87,334 - (87,334) - - -
Transaction with owners recognised
directly in equity
Dividend for the year ended
31 December 2016 (Re. 0.8 per share) - - - (492,000) (492,000) - (492,000)
Balance as at 31 December 2017 6,150,000 1,060,131 11,630 737,744 7,959,505 8,142 7,967,647
The annexed notes from 1 to 44 fonn an integral part of these consolidated financial statements.
\,_'D‘\‘v/
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Pak Oman Investment Company Limited

Notes to the Consolidated Financial Statements
For the year ended 31 December 2017

1.1

1.1.1

1.2

LEGAL STATUS AND NATURE OF BUSINESS

The Group comprises of Pak-Oman Investment Company Limited - POICL (the "holding company” or "parent"), a subsidiary, Pak
Oman Asset Management Company Limited (POAMCL) and associates. The Group is principally engaged in promotion of the
economic growth of Pakistan and Oman through industrial development and agro-based industries on commercial basis and to carry
on the business of finance and / or investment bank, asset management and investment advisory services. Brief profile of the
holding company and its subsidiary is as follows:

Holding Company

Pak-Oman Investment Company Limited (the "holding company" or "POICL" or “parent") was incorporated as a private limited
company on 23 July 2001. Subsequently, on 17 March 2004 the holding company was converted into a public limited company. It is
a joint venture between the Government of Pakistan and the Government of the Sultanate of Oman. The objectives of the holding
company include promotion of the economic growth of Pakistan and Oman through industrial development and agro-based
industries on commercial basis and to carry on the business of finance and / or investment bank. Its registered office is situated at

Ist Floor, Block A, Finance and Trade Centre, Shahrah-e-Faisal, Karachi, Pakistan. The holding company operates a branch at
Lahore and other representative offices at Islamabad, Gwadar and Muscat. The holding company is designated as a development
financial institution (DFI) under the BPD Circular Letter No. 35 dated 28 October 2003 issued by the State Bank of Pakistan (SBP).

Subsidiary Company

Pak-Oman Asset Management Company Limited (the "subsidiary company" or "POAMCL") was incorporated in Pakistan under
the repealed Companies Ordinance, 1984 on 28 July 2006 as an unlisted public limited company having its registered office at st
Floor, Tower A, Shahrah-e-faisal, Karachi, Pakistan. POAMCL obtained certificate of commencement of business on 31 October
2006. The principal activities of the company includes investment advisory and asset management services.

During the year, the Company has purchased 100% shares of Askari Investment Management Limited for a consideration of Rs.
55t million. The acquisition is effective from the close of business as on 31 May 2017 under a Share Purchase Agreement dated 10
January 2017. Askari Investment Management Limited has been merged with Pak Oman AMCL effective from 30 October 2017.
And accordingly seven funds of Askari Investment Management Limited are now under the management of the Company.

The Group’s associates are as follows:

Entity Country of Nature of business Holding %
Incorporation 2017 2016

Pak Oman Advantage Islamic Pakistan Established as an open-end scheme under the §3.99 43.34
Income Fund Non-Banking Finance Companies Rules, 2003

. and Notified Entities Regulations, 2008.
Pak Oman Islamic Asset Pakistan Established as an open-end scheme under the 49.99 38.50
Allocation fund Non-Banking Finance Companies Rules, 2003

and Notified Entities Regulations, 2008.

Pak Oman Advantage Asset Pakistan Established as an open-end scheme under the 81.28 60.25
Allocation Fund Non-Banking Finance Companies Rules, 2003

and Notified Entities Regulations, 2008.

Pak Oman Government Pakistan Established as an open-end scheme under the 90.42 66.91
Securities Fund Non-Banking Finance Companies Rules, 2003
and Notified Entitics Regulations, 2008.

Askari High Yield Scheme Pakistan Established as an open-end scheme under the 5.62 -
Non-Banking Finance Companies Rules, 2003
and Notified Entities Regulations, 2008.

Pak Oman Microfinance Bank Pakistan Incorporated under the repealed Companies 16.67 33.40
Limited Ordinance, 1984 and is engaged in providing

micro finance services to the poor and under

served segment of the society.
Japan Power Generation Pakistan Incorporated under the repealed Companies 11.29 11.29
Limited Ordinance, 1984 and is engaged in generation of

. power and its supply to WAPDA.
\epvw—
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2.1

2.2

BASIS OF PRESENTATION

Consolidated Financial Statements

These consolidated financial statements have been prepared from the information available in the audited financial statements of the
holding company for the year ended 31 December 2017 and the audited financial statements of the subsidiary (POAMCL) for the
year ended 31 December 2017. The financial statements used for the equity accounting of associates are disclosed in Note 9.5.8.

US Dollar equivalent

The US Dollar amounts shown on the consolidated statement of financial position, consolidated profit and loss account,
consolidated statement of comprehensive income and consolidated cash flow statement are stated as additional information solely
for the convenience of readers. For the purpose of conversion to US Dollars, the rate of Rs. 110.4172 to 1 US Dollar has been used
for 2017 and 2016 as it was the prevalent rate as on 31 December 2017.

Use of estimates and judgements

The preparation of consolidated financial statements in conformity with approved accounting standards requires the use of certain
critical accounting estimates. It also requires management to exercise its judgment in the process of applying the Group’s accounting
policies. The estimates / judgments and associated assumptions used in the preparation of the consolidated financial statements are
based on historical experience and other factors, including expectations of future events that are believed to be reasonable under the
circumstances. The key areas of estimate and judgments in relation to these consolidated financial statements are as follows:

a)

b)

©)

d)

e)

Provision against non-performing advances

The Group reviews its loan portfolio to assess amount of non-performing advances and determine provision required there
against on quarterly basis. While assessing this requirement, various factors including the past dues, delinquency in the
account, financial position of the borrower, value of collateral held and other requirements of Prudential Regulations are
considered.

Impairment of avallable-for-sale investments

The Group considers that available-for-sale investments are impaired when there has been a significant or prolonged decline in
the fair value below its cost. This determination of what is significant or prolonged requires judgment. In addition, impairment
may be appropriate when there is evidence of deterioration in the financial health of the investee, industry and sector
performance.

Classification of investments

In classifying investments as "held-for-trading”, the Group has determined securities which are acquired with the intention to
trade by taking advantage of short-term market / interest rate movements and are to be sold within 90 days.

In classifying investments as "held-to-maturity”, the Group follows the guidance provided in SBP circulars on classifying non-
derivative financial assets with fixed or determinable payments and fixed maturity. In making this judgment, the Group
evaluates its intention and ability to hold such investments to maturity.

The investments which are not classified as ‘held-for-trading’ or *held-to-maturity’ are classified as "available-for-sale®.
Income taxes and deferred taxes
In making the estimates for current and deferred income taxes, the management looks at the income tax law and the decisions

of appellate authorities on certain issues in the past. There are certain matters where the Group’s view differs with the view
taken by the income tax department and such amounts are shown as contingent liability.

Fixed assets, depreciation and amortization

In making estimates of the depreciation / amortization method, the management uses method which reflects the pattern in
which economic benefits are expected to be consumed by the Group. The method applied is reviewed at each financial year end
and if there is a change in the expected pattem of consumption of the future economic benefits embodied in the assets, the
method would be changed to reflect the change in pattern.

\L:\W
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4.1

During the year, the Company has changed its depreciation rate for leasehold improvements from 20% to 10% to reflect the pattern
in which the asset’s future economic benefits are expected to be consumed. The management has incorporated the effect of change
in accounting estimate in accordance with IAS 8 - “‘Accounting Policies, Changes in Accounting Estimates and Errors” in the
financial statements. The cffect of these changes on actual and expected depreciation expense are recognised in profit and loss
account as follows:

2017 2018 2019 2020 2021 Later
Rupees
Increase / (decrease) in
depreciation expense (2,268,040) (2,628,324) (2,467,922) (1,979,859) (1,722,421) 11,066,566

f) Employees' benefit plans

The liabilities for employees' benefit plans are determined using actuarial valuations. The actuarial valuations involve
assumptions about discount rates, expected rates of return on assets and future salary increases as disclosed in note 33.1. Due to
the long term nature of these plans, such estimates are subject to significant uncertainty.

g) Non- banking assets acquired in satisfaction of claims.

Non banking assets acquired in satisfaction of claims are initially measured at settlement amount and upon revaluation, are
carried at revalued amounts less accumulated depreciation and impairment, if any. These assets are revalued as per SBP's
requirement by independent professionally qualified valuers taking into consideration assumptions and estimates.

h) Provisions against off - balance sheet obligations

The Group, in the ordinary course of business, issues guarantees. The commission against such contracts is
recognised in the profit and loss account under "fees, commission and brokerage income". The Company'’s liability under
such contracts is measured at the higher of the amount representing unearned commission income at the reporting date
and the best estimate of the amount expected to settle any financial obligation arising under such contracts.

STATEMENT OF COMPLIANCE

These consolidated 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 (LASB) as are notified under the repealed Companies Ordinance, 1984, the provisions of
and directives issued under the repealed Companies Ordinance, 1984 and the directives issued by the SBP. In case requircments
differ, the provisions of and directives issued under the repealed Companies Ordinance, 1984 and directives issued by the SBP shall
prevail.

The SBP has deferred the applicability of International Accounting Standard (IAS) 39, 'Financial Instruments: Recognition and
Measurement' and 1AS 40, ‘Investment Property’ for DFIs through BSD Circular Letter No. 11 dated 11 September 2002 till further
instructions. Further, SECP has deferred the implementation of IFRS 7 Financial Instruments: Disclosures through SRO
411(1)/2008 dated 28 April 2008. Accordingly, the requirements of these standards have not been considered in the preparation of
these consolidated financial statements. However, investments have been classified and valued in accordance with the requirements
of various circulars issued by the SBP.

IFRS 8, 'Operating Segments' is effective for the Group's accounting period beginning on or after 01 January 2609. All DFIs in
Pakistan are required to prepare their annual financial statements in line with the format prescribed under BSD Circular No. 4 dated
17 February 2006, 'Revised Forms of Annual Financial Statements', effective from the accounting year ended 31 December 2006.
The management of the holding company believes that as the SBP has defined the segment categorisation in the above mentioned
circular, the SBP requirements prevail over the requirements specified in IFRS 8. Accordingly, segment information disclosed in
these consolidated financial statements is based on the requirements laid down by the SBP.

The SECP through a notification no. SRO 56(1)/2016 dated 28 January 2016, directed that the requirements of consolidation under
section 237 of the repealed Companics Ordinance, 1984 and IFRS 10 "Consolidated Financial Statements” is not applicable in case
of investment by companics in mutual funds established under Trust Structure. Accordingly, the aforesaid requirements have not
been considercd in the preparation of these consolidated financial statements.

BASIS OF MEASUREMENT
These consolidated financial statements have been prepared under the historical cost convention except that certain investments have
been stated at revalued amounts in accordance with the directives of the SBP and obligations in respect of certain staff retirement

benefits are carricd at present value.

The consolidaied financial statements are prepared in Pakistani Rupees which is the Group's functional and presentation currency.
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51.1

5.2

5.3

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted in the preparation of these consolidated financial statements are consistent with those of the )
previous financial year, except for certain standards, which became effective during the year. However, they do not have material
effect on these consolidated financial statements of the Group.

Business Combination

Acquisitions of businesses are accounted for using the acquisition method. The consideration transferred in a business combination
is measured at fair value, which is calculated as the sum of fair values of the assets transferred by the Group, liabilities incurred by
the Group to the former owners of the acquiree and the equity interests issued by the Group in exchange for control of the acquiree
at acquisition date. Acquisition related costs are recognised in consolidated profit and loss account as incurred.

At the acquisition date, the identifiable assets acquired and the liabilities assumed are recognised at their fair value at the acquisition
date.

Goodwill is measured as the excess of the sum of the consideration transferred, the amount of any non-controlling interests in the
acquiree, and the fair value of the acquirer’s previously held equity interest in the acquiree (if any) over the net of the acquisition
date amounts of the identifiable assets acquired and the liabilities assumed. If, after reassessment, net of the acquisition date
amounts of the identifiable assets acquired and liabilities assumed exceeds the sum of the consideration transferred, the amount of
any non-controlling interests in the acquiree and the fair value of the acquirer’s previously held interest in the acquiree (if any), the
excess is recognised immediately in profit or loss as a bargain purchase gain.

Non-Controlling Interest in equity of the subsidiary company is measured at the portion of operation and of net assets of subsidiary
company attributable to interest which is not owned by the holding company.

When a business combination is achieved in stages, the Group's previously held equity interest in the acquiree is re-measured to fair
value at the acquisition date (i.e. the date when the Group obtains control) and the resulting gain or loss, if any, is recognised in
consolidated profit or loss account.

Basis of consolidation

- Subsidiary is the enterprise in which the Group directly or indirectly controls, beneficially owns or holds more than 50 percent
of its voting securities or otherwise has power to elect and appoint more than 50 percent of its directors.

- Subsidiary company is consolidated from the date on which more than 50 percent of voting rights are transferred to the Group
or power to control the company is established and excluded from consolidation from the date of disposal or when the control is
lost.

- The financial statements of the subsidiary is prepared for the same reporting year as the Group for the purpose of consolidation,
using consistent accounting policies except where specified otherwise.

- The assets, liabilities, income and expenses of subsidiary have been consolidated on a line by line basis and the carrying value
of investment in subsidiary held by the Group is eliminated against the shareholders’ equity in the consolidated financial
statements.

- Non-Controlling Interest in equity of the subsidiary company is measured at proportionate share of net assets of the acquiree.

- Material intra-group balances and transactions have been eliminated.

Cash and cash equivalents

Cash and cash equivalents comprise cash and balances with treasury banks, balances with other banks and placements with
financial institutions having maturities of three (3) months or less.

Revenue recognition

Interest income is recognized on a time proportion basis that takes into account effective yield on the asset. Premium or discount on
investments classified as held-for-trading, available-for-sale and held-to-maturity securities is amortised using the effective interest
method and taken to profit and loss account.

Financing method is used in accounting for income from lease financing. Under this method, the unearned lease income (excess of
the sum of total lease rentals and estimated residual value over the cost of leased assets) is deferred and taken to income over the
term of the lease period so as to produce a constant periodic rate of return on the outstanding net investment in lease.

In case of advances including finance lease and debt security investments classified under the Prudential Regulations, interest / mark-
up is recognized on receipt basis. Interest / mark-up on rescheduled / restructured advances and investments is recognized in
accordance with the Prudential Regulations of SBP.

Dividend income on equity investments and mutual funds is recognized when right to receive is established.
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Gains and losses on disposal of securities are recognised in the consolidated profit and loss account in the year in which they arise.

Gains / losses on termination of lease contracts, documentation charges, front-end fees and other lease income are recognized as
income on receipt basis.

L

Fee, brokerage and commission income other than commission on letters of credit and guarantees and remuneration for trustee
services are recognized upon performance of services.

Commission on letters of credit and guarantees is recognized on time proportion basis.
Management fee is recognised on accrual basis on the average annual net assets of the funds calculated on a monthly basis.

Advisory fee is recognized on accrual basis as and when services are rendered.

5.4 Investments

The holding company classifies its investments other than those in subsidiary and associates based on the criteria set out in BSD
Circular Nos. 10, 11 and 14 dated 13 July 2004, 04 August 2004 and 24 September 2004 respectively. The investments are
classified in the following categories as per SBP guidelines:

The Group has classified its investment portfolio, except for investments in associates, into ‘held-for-trading’, ‘held-to-maturity’ and
‘available-for-sale’ portfolios as follows:

i Held-for-trading — These are investments which are acquired with the intention to trade by taking advantage of short-term market /

‘ interest rate movements and are to be sold within 90 days. These are carried at market value, with the related gain / (loss) on
revaluation being taken to consolidated profit and loss account.

™ Held-to-maturity — These are investments which are acquired with the intention and ability to hold them up to maturity. These are
{ carried at amortised cost.

Available-for-sale — These are investments that do not fall under held-for-trading or held-to-maturity categories. These are carried at
m market value with related gain / (loss) on revaluation being taken to ‘surplus / (deficit) on revaluation of assets’ account shown
below equity. On derecognition or impairment in available-for-sale investments, the cumulative gain or loss previously reported as
‘surplus / (dcficit) on revaluation of assets' below equity is included in the consolidated profit and loss account for the period.

e Investments other than those categorised as held-for-trading are initially recognised at fair value which includes transactions costs
associated with the investments. Investments classified as held-for-trading are initially recognised at fair value, and transaction costs
are expensed in the consolidated profit and loss account.

™ All regular way purchases / sales of investment are recognised on the trade date, i.e., the date the Group commiits to purchase / sell
‘ the investments. Regular way purchases or sales of investments require delivery of securities within the time frame generally
established by regulation or convention in the market place.

fm Held-for-trading and quoted available-for-sale sccurities are marked to market with reference to ready quotes on Reuters page
! (PKRYV) or MUFAP or the Stock Exchanges.

Unquoted securities whose market value is not available are carried at cost less provision for diminution in value, if any. Provision

o for diminution in value of investments in respect of unquoted shares is calculated with reference to book value of the same.
Provision for diminution in value of investments for debt securities is calculated as per the SBP's Prudential Regulations.

fm Associates — Associates are all entities over which the Group has significant influence but not control, generally accompanying a

! shareholding between 20% and 50% of the voting rights. Investments in associates are accounted for under the equity method of
accounting.

Under the equity method, the Group's share of its associates’ post-acquisition profits or losses is recognized in the consolidated
profit and loss account, its share of post-acquisition movements in reserves is recognized in reserves. The cumulative post-
acquisition movements are adjusted against the carrying amount of the investment. When the Group’s share of losses in an associate
= equals or exceeds its interest in the associate, including any other unsecured receivables, the Group does not recognize further losses,
unless it has incurred obligations or made payments on behalf of the associate.

The carrying values of investments are reviewcd for impairment when indications exist that the carrying values may exceed the
™ estimated recoverable amounts.

5.5 Derivatives

Derivatives are initially recognised at fair value on the date on which a derivative contract is entered into and are subsequently rc-
measured at their fair values. Al derivatives are carried as assets when fair value is positive and as liabilities when fair value is
negative. Any change in the fair value of derivative financial instruments is taken to the consolidated profit and loss account.
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5.6

5.6.1

5.6.2

5.6.3

5.7

5.7.1

5.7.2

5.7.3

5.74

Advances and net investment in finance lease
Advances

Advances are stated net of specific and general provisions against non-performing advances, if any, which are charged to
consolidated profit and loss account.

Provision against non-performing advances

Specific provisions are made in accordance with the requircments of the Prudential Regulations issued by SBP and charged to the
consolidated profit and loss account. These regulations prescribe an age based criteria (as supplemented by subjective evaluation of
advances) for classification of non-performing loans and advances and computing provision / allowance there against.

Net investment in lease

Leases are classified as finance lease when substantially all the risks and rewards incidental to ownership of an asset are transferred
to the lessee. A receivable is recognized at an amount equal to the present value of the lease payments, including guaranteed residual
value, if any. Finance lease receivables are included in advances.

Advances and finance lease receivables are written off when it is considered that there is no realistic prospect of recovery.
Operating fixed assets

Property and equipment — owned

Property and equipment are stated at cost less accumulated depreciation and impairment losses, if any. Depreciation is charged to
the consolidated profit and loss account applying the straight-line method at rates stated in note 11.1.

Residual values and useful lives are reviewed at each balance sheet date, and adjusted if impact is considered significant.
Depreciation on additions and deletions of property and equipment during a year is charged in proportion to the period of use.
Subsequent costs are included in the asset’s carrying amount or recognised as a separate item of property and equipment, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to the Group and the cost of
the item can be measured reliably. The carrying amount of the replaced part is derecognised. All other repairs and maintenance are
charged to the consolidated profit and loss account during the period in which they are incurred.

Item of property and equipment is derecognised when disposed of or when no future economic benefits are expected from its use or
disposal. Gains and losses on disposal of property and equipment are included in consolidated profit and loss account.

Property and equipment - Leased

Assets held under finance lease are accounted for by recording the assets and related liabilities at the amounts determined on the
basis of the lower of fair value of assets and the present value of minimum lease payments at inception of lease and subsequently
stated net of accumulated depreciation. Finance charges are allocated over the period of lease term so as to provide a constant
periodic rate of charge on the outstanding liability. Depreciation is charged on leased assets on a basis similar to that of owned
assets.

Capital work-in-progress

Capital work-in-progress is stated at cost less impairment losses, if any. These are transferred to specific assets as and when assets
are available for use.

Intangible assets

Expenditure incurred to acquire software licenses is capitalised as intangible assets and stated at cost less accumulated amortization
and impairment losses, if any.

Intangible assets having a finite life are amortised using the straight-line method over their estimated useful lives, at the rate stated in
note 11.2.

Amortization on additions and deletions of intangible assets during the year is charged in proportion to the period of use.

The estimated uscful life and amortisation method are reviewed at the end of each annual reporting period, with the effect of any
changes in estimate being accounted for on a prospective basis.
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59

5.9.1

59.2

5.10

5.11

5.11.1

5.11.2

Repurchase and resale agreements

Securities sold with a simultaneous commitment to repurchase at a specified future date (repos) continue to be recognised in the
consolidated statement of financial position and are measured in accordance with accounting policies for investments. The
counterparty liability for amounts received under these agreements is included in borrowings. The difference between sale and
repurchase price is treated as mark-up / return / interest expense and accrued over the life of the repo agreement using effective yield
method.

Securities purchased with a corresponding commitment to resell at a specified future date (reverse repos) are not recognised in the
consolidated statement of financial position, as the Group does not obtain control over the securities. Amounts paid under these
agreements are included in lendings to financial institutions. The difference between purchase and resale price is treated as mark-up
/ retumn / interest income and accrued over the life of the reverse repo agreement using effective yield method.

Taxation
Current

The charge for current taxation is based on taxable income at the current rate of taxation after taking into account applicable tax
credits, rebates and exemption available if any or minimum taxation as per the Income Tax Ordinance, 2001 whichever is higher.
However, for income covered under final tax regime, taxation is based on applicable tax rates under such regime. The charge for the
current tax also includes adjustments wherever considered necessary relating to prior year, arising from assessments framed during

the year.
Deferred

The Group accounts for deferred taxation using the balance sheet liability method on temporary differences arising between the tax
base of assets and liabilities and their carrying amounts in the financial statements. The amount of deferred tax provided is based on
the expccted manner of realisation or settlement of the carrying amount of assets and liabilities.

Deferred tax assets are recognised for all deductible temporary differences, carry forward of unused tax assets and any unused tax
losses, to the extent that it is probable that taxable profits will be available against which the deductible temporary differences, carry
forward of unused tax assets and unused tax losses can be utilised.

The carrying amount of deferred tax assets are reviewed at each statement of financial position date and reduced to the extent that it
is no longer probable that sufTicient taxable profit will be available to allow all or part of the deferred income tax asset to be utilised.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the asset is realised or
the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at the reporting date.

Deferred tax related to gain / loss recognised in surplus / (deficit) on revaluation of assets is charged / credited to such account.
Borrowings

Borrowings are recognised initially at the value of consideration received. Difference between the consideration reccived and the
redemption value is recognised in consolidated profit and loss account over the period of the borrowings by applying effective rate
of interest / markup.

Staff retirement benefits
Defined benefit plan

The holding company operates a funded-gratuity scheme for all its permanent employees. The scheme was established on 01
November 2002 and approved by the Commissioner of Income Tax with effect from 31 January 2003. Contribution to the fund is
made every year based on actuarial valuation. The actuarial valuation is carried out using the Projected Unit Credit Method
(PUCM). Under this method, the cost of providing gratuity is charged to the profit and loss account so as to spread the cost over the
service lives of the employees in accordance with the actuarial valuation. All actuarial gains and losses are recognized in Other
Comprehensive Income (OCI) in the periods in which they occur. The actuarial valuation was conducted as at 31 December 2016.

Defined contribution plan - the holding company

The holding company also operates a provident fund scheme for all its permanent employees. Equal monthly contributions at the
rate of 8.33 percent per annum of salary are made by the holding company and its employees. The scheme was established on 01
November 2002 and approved by the Commissioner of Income Tax with effect from 31 January 2003. Contributions from the
holding company are charged to consolidated profit and loss account for the year.
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512

513

514

5.15

5.16

5.17

5.18

Defined contribution plan - the subsidiary company

The subsidiary company operates a provident fund scheme for all its permanent employees. Equal monthly centributions at the rate
of 8.33 percent per annum of salary are made by the subsidiary company and its employees. The scheme was established on 01 July
2007 and approved by the Commissioner of Income Tax with effect from 01 May 2008. Contributions from the subsidiary company
are charged to consolidated profit and loss account for the year.

Compensated absences

Compensated absences (leaves) of employees are accounted for in the period in which these absences are carned.
Foreign currencies translation

Foreign currency transactions are translated into Pakistani Rupees (functional currency) using the exchange rate prevailing at the
dates of transactions. Monetary assets and liabilities in foreign currencies arc translated into Pakistani Rupees using the exchange
rate prevailing at the reporting date. Foreign exchange gains and losses resulting from the settlement of foreign currency transactions
and from the translations of monetary assets and liabilities denominated in foreign currencies at statement of financial position date
are included in consolidated profit and loss account.

Provislons

Provisions are recognised when the Group has a present, legal or constructive obligation as a result of past event, it is probable that
an outflow of resources embodying cconomic benefits will be required to settle the obligation and a reliable estimate can be made of
the amount of obligation.

However, provisions are reviewed at each statement of financial position date and are adjusted to reflect the current best estimate.
Offsetting

Financial assets and financial liabilitics are offset and the net amount reported in the consolidated financial statement when there is a
legally enforceable right to set off the recognised amounts and the Group intends to settle on a net basis, or to realise the asset and
seitle the liability simultaneously.

Dividend and reserves

Dividend declared and appropriations, except appropriations which are required by the law are recognised as liability and recorded
as changes in reserves in the period in which these are approved by the directors / shareholders as appropriate.

Impairment

The Group assesses at each balance sheet date whether there is any indication that non-financial assets except deferred tax assets
may be impaired. If such indication exists, the carrying amounts of such assets are reviewed to assess whether they are recorded in
excess of their recoverable amount. Where carrying values exceed the respective recoverable amount, assets are written down to
their recoverable amounts and the resulting impairment loss is recognized in consolidated profit and loss account. The recoverablc
amount is the higher of an asset's fair value less costs to sell and value in use.

Where impairment loss subsequently reverses, the carrying amount of the asset is increased to the revised recoverable amount but
limited to the extent of the amount which would have been determined had there been no impairment. Reversal of impairment loss
is recognized as income.

Earnings per share

The Group prescnts basic and dilutcd carnings per share (EPS) for its shareholders. Basic EPS is calculated by dividing the profit or
loss attributable to ordinary shareholders of the Group by the weighted average number of ordinary shares outstanding during the
year. Diluted EPS, if any, is determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted average
number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares. There were no dilutive potential
ordinary shares in issue at 31 December 2017.

Financial instruments

Financial assets and liabilitics are recognized at the time when the Group becomes party to the contractual provision of the
instrument. Financial asscts are de-recognized when the contractual right to future cash flows from the asset expires or is transferred
along with the risk and reward of the assct. Financial liabilities are de-recognized when obligation specific in the contract is
discharged, cancelled or expired. Any gain or loss on de-recognition of the financial asset and liability is recognized in the
consolidated profit and loss account of the current period. The particular recognition and subsequent measurement method for
significant financial assets and financial liabilities are disclosed in the individual policy statements associated with them.
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5.20

5.21

5.22

5.23

Certificates of investment (COI)

COI are initially recorded at the amount of proceeds received. Mark-up accrued is recognized separately as part of liabilities and is
charged to profit and loss account of a time proportion basis.

Receivables from funds

Thesc are carried at original invcice amount made to the fund in respect of management fee. No estimate is made for doubtful
receivables as amount receivable from funds is received on monthly basis.

Segment information

A segment is a distinguishable component of the Group that is engaged in either providing products or services (business segment),
or in providing products or services within a particular economic environment (geographical segment), which is subject to risks and
rewards that are different from those of other segments.

Business segments
- Corporate finance

Corporate finance includes services provided in connection with mergers and acquisitions, underwriting, privatization,
securitization, research, debts (government, high yield), equity, syndication, Initial Public Offers (IPO) and secondary private
placements.

- Trading & sales
Involves the businesses of equity trading and fixed income securities.
- Commercial banking

Commercial banking includes project finance, real estate, export finance, trade finance, factoring, leasing, lending, guarantees,
bills of exchange and deposits.

- Asset management

Asset management includes services under the Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003
(the Rules) and the Non-Banking Finance Companies and Notified Entities Regulations, 2008 (the Regulations).

Non- banking assets acquired in satisfaction of claims.

Non banking assets acquired in satisfaction of claims are initially measured at settlement amount and upon revaluation, are carried
at revalued amounts less accumulated depreciation and impairment, if any. These assets are revalued as per SBP's requirement by
independent professionally qualified valuers to ensure that their net carrying value does not differ materially from their carrying
value. Surplus arising on revaluation of property is credited to the "surplus on revaluation of fixed assets" account and any deficit
arising on revaluation is taken to profit and loss account directly. Legal fees, transfer cost and direct cost of acquiring title of
property is charged to profit and loss account and not capitalised. )

Standards, interpretations and amendments to 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 2018:

- Classification and Measurement of Share-based Payment Transactions - amendments to IFRS 2 clarify the accounting for
certain types of arrangements and are effective for annual periods beginning on or after | January 2018. The amendments cover
three accounting areas (a) measursment 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.

- Annual Improvements to IFRSs 2014-2016 Cycle [Amendments to [AS 28 ‘Investments in Associates and Joint Ventures']
(effective for annual periods beginning on or after | 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 venturc 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.
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IFRIC 22 ‘Foreign Currency Transactions and Advance Consideration’ (effective for annual periods beginning on or after 1
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 cach payment or receipt of advance consideration. The
application of interpretation is not likely to have an impact on Company's financial statements.

[FRIC 23 ‘Uncertainty over Income Tax Treatments’ (effective for annual periods beginning on or after 1 January 2019)
clarifies the accounting for income tax when there is uncertainty over income tax treatments under IAS 12. The interpretation
requires the uncertainty over tax treatment be reflected in the measurement of current and deferred tax. The application of
interpretation is not likely to have an impact on Company’s financial statements.

IFRS 15 ‘Revenue from contracts with customers’ (effective for annual periods beginning on or after 1 July 2018). IFRS 15
establishes a comprehensive framework for determining whether, how much and when revenue is recognized. It replaces
existing revenue recognition guidance, including IAS 18 ‘Revenue’, IAS 11 *Construction Contracts’ and [FRIC 13 ‘Customer
Loyalty Programmes’. The Company is currently in the process of analyzing the potential impact of changes required in
revenue recognition policies on adoption of the standard.

IFRS 9 ‘Financial Instruments’ and amendment — Prepayment Features with Negative Compensation (effective for annual
periods beginning on or after 1 July 2018 and 1 January 2019 respectively). [FRS 9 replaces the existing guidance in [AS 39
Financial Instruments: Recognition and Measurement. [FRS 9 includes revised guidance on the classification and measurement
of financial instruments, a new expected credit loss model for calculating impairment on financial assets, and new general
hedge accounting requirements. It also carries forward the guidance on recognition and derecognition of financial instruments
from IAS 39. The Company is currently awaiting instructions from SBP as applicability of IAS 39 was deferred by SBP till
further (as explained in note 3).

Amendment to [AS 28 ‘Investments in Associates and Joint Ventures’ - Long Term Interests in Associates and Joint Ventures
(effective for annual period beginning on or after 1 January 2019). The amendment will affect companies that finance such
entities with preference shares or with loans for which repayment is not expected in the foreseeable future (referred to as long-
term interests or ‘LTI'). The amendment and accompanying example state that LTI are in the scope of both [FRS 9 and IAS 28
and explain the annual sequence in which both standards are to be applied. The amendments are not likely to have an impact on
Company's financial statements.

Annual Improvements to [FRS Standards 2015-2017 Cycle - the improvements address amendments to following approved
accounting standards:

- IFRS 3 Business Combinations and IFRS 11 Joint Arrangement - the amendment aims to clarify the accounting
treatment when a company increases its interest in a joint operation that meets the definition of a business. A
company remeasures its previously held interest in a joint operation when it obtains control of the business. A
company does not remeasure its previously held interest in a joint operation when it obtains joint control of the
business.

- IAS 12 Income Taxes - the amendment clarifies that all income tax consequences of dividends (including
payments on financial instruments classified as equity) are recognized consistently with the transaction that
generates the distributable profits.

- IAS 23 Borrowing Costs - thc amendment clarifies that a company treats as part of general borrowings any
borrowing originally made to develop an asset when the asset is ready for its intended use or sale.

The above amendments are effective from annual period beginning on or after 1 January 2018 and are not likely to have an
impact on Group's consolidated financial statements.

In addition, the Companies Act, 2017 was enacted on 30 May 2017 and SECP vide its circular 23 of 2017 has clarified that the
companies whose financial year closes on or before 31 December 2017 shall prepare their financial statements in accordance
with the provisions of the repealed Companies Ordinance, 1984. The Companies Act, 2017 applicable for financial year
beginning on | January 2018 requires certain additional disclosures and Section 235 of the repealed Companies Ordinance,
1984 relating to treatment of surplus arising out of revaluation of assets has not been carried forward in the Companies Act,
2017.
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8.3.1

2017 2016
Note (Rupees in '000)

CASH AND BALANCES WITH TREASURY BANKS
Cash in hand :
local currency 434 109
foreign currency 158 149
Balances with State Bank of Pakistan in local currency - current account 6.1 169,408 88,651

170,000 88,909

This represent the amount required to be maintained by the holding company in accordance with the SBP's Regulations.

BALANCES WITH OTHER BANKS

In Pakistan:

current accounts 6,346 8,217

deposit accounts 7.1 2,036,465 1,675,970
2,042,811 1,684,187

Outside Pakistan - current accounts 326 255

2,043,137 1,684,442
These include term deposit receipts (TDRs) of Rs. 2,000 million (2016: Rs. 1,650 million) maturing between January 2018 to June

2018 (2016: January 2017 to December 2017). These carry mark-up rates ranging from 6.75 to 9 (2016: 6.40 to 8.50) percent per
annum.

LENDINGS TO FINANCIAL INSTITUTIONS

Repurchase agreement lendings 8.1 2,038,288 935,826

2,038,288 935,826

These are short-term lendings to different financial institutions secured against government sccuritics as disclosed in note which are
purchased under resale obligations. These carry mark-up rates ranging from 5.70 to 6.25 (2016: 6.15 to 6.25) percent per annum and
will mature in Janaury 2018 (2016: January 2017).

Particulars of lendings

In local currency . 2,038,288 935,826
In foreign currency

2008288 035836

Securities held as collateral against lendings to financial institutions

2017 2016
Held by the Given as Total Held by the Given as Total
holding collateral holding collateral
company company

Note (Rupees in '000)
Market Treasury Bills - 1,328,288 1,328,288 296,955 438,871 735,826
Pakistan Investment Bonds - 710,000 710,000 - 200,000 200,060

8.3.1 - 2,038,288 2,038,288 296,955 638,871 935,826

Market value of these securitics amount to Rs. 2,099 million (2016: Rs. 941 million).
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9.1

INVESTMENTS

Investments by types
Held-for-trading securities

Pakistan Investment Bonds (PIBs)
Market Treasury Bills (T-Bills)
Listed ordinary shares

Term i_'mance certificates (TFCs)

Sukuk certificates

Available-for-sale securities

Pakistan Investment Bonds (PIBs)
Market Treasury Bills (T-Bills)
Ijara Sukuk

Listed ordinary shares

Unlisted ordinary shares

Term finance certificates (TFCs)

Sukuk certificates

Commercial papers

Associates

Japan Power Generation Limited

Pak Oman Advantage Islamic Income Fund
Pak Oman Islamic Asset Allocation Fund
Pak Oman Advantage Asset Allocation Fund
Pak Oman Government Securities Fund

Askari High Yield Scheme

Pak Oman Microfinance Bank Limited

Investments at cost

Less: Provision for diminution in the

value of investments
Investments - net of provisions

Deficit on revaluation of
held-for-trading securities

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

Total investments

G\~

2017 2016
Held by the  Given as Total Held by the Given as Total
Group collateral Group collateral
Note (Rupees in '000)
9.5
9.4&95.1 1,266,154 149,711 1,415,925 602,866 1,036,725 1,639,591
94&95.1] 2,530,885 19,906,888 || 22,437,773 430,275 1,370,506 1,800,781
9.5.2.1 4,409 - 4,409 41,106 - 41,106
9.5.4.1 240,219 - 240,219 66,943 - 66,943
9.5.5.1
9.5.6.1 50,000 - 50,000 - - -
4,091,667 20,056,659 24,148,326 1,141,190 2,407,231 3,548,421
9.4&9.5.1 59 1,081,861 1,081,920 183,630 2,423,324 2,606,954
94&9.5.1 242,727 || 10,347,683 || 10,590,410 194,832 9,733,012 9,927,844
94&9.5.1 - - - - - -
9.5.2.2 145,807 - 145,807 653,703 - 653,703
9.5.3 121,333 226,000 347,333 121,333 226,000 347,333
9.542& 2,675,835 - 2,675,835 1,723,926 - 1,723,926
9.5.5.2
9.5.6 866,086 - 866,086 1,146,159 - 1,146,159
9.5.7 47,479 . 47,479 -
4,099,326 11,655,544 15,754,870 4,023,583 12,382,336 16,405,919
9.5.8
175,361 - 175,361 176,216 - 176,216
107,021 - 107,021 161,201 - 161,201
101,619 - 101,619 247,788 - 247,788
257,385 - 257,385 334,813 - 334,813
185,487 - 185,487 - - -
362,245 - 362,245 358,338 - 358,338
1,189,118 - 1,189,118 1,278,356 - 1,278,356
9,380,111 31,712,203 41,092,314 6,443,129 14,789,567 21,232,696
9.3 697,700 - 697,700 778,034 - 778,034
8,682,411 31,712,203 40,394,614 5,665,095 14,789,567 20,454,662
9.6 (728) (1,567) (2,295) (1,985) (1,733) (3,718)
21 13,532 (1,875) 11,657 117,230 292,401 409,631
8,695,215 31,708,761 40,403,976 5.780,340 15,080,235 20,860,575

S ———)
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9.2 Investments by segments
Federal Government Securities
Pakistan Investment Bonds (PIBs)
Ijara Sukuk
Market Treasury Bills (MTBs)
Fully paid up ordinary shares

Listed companies
Unlisted companies

Term finance certificates (TFCs)

Listed

Unlisted

Sukuk certificates

Commercial papers

Investments in associates

Total investments at cost

Less: Provision for diminution in the value of investments
Investments - net of provisions

(Deficit) / surplus on revaluation of held-for-trading securities
Surplus on revaluation of available-for-sale securities

Total investments

9.3 Particulars of provision for diminution in the value of investments
Opening balance .
Charge for the year

Reversal for the year

Transfer to capital gain due to disposal of relevant investments
Closing balance

Note

94,9.5&96
94,95&96
94,95&9.6

9.5.2
9.5.3.1

9.5.4

9.5.5

9.5.6

9.5.8

9.3

9.6
21

9.3.1

9.3.2

9.3.1 In 2016 reversal of Rs. 228.5 million against property swap of Rs. 301 million Pace Pakistan Ltd's TFCs.

9.3.2 Particulars of provision in respect of types and segments
Available-for-sale securities

Shares

- Listed

- Unlisted

Term Finance Certificates
- Listed

- Unlisted

Sukuk-unlisted

\qwt™

2017 2016
Rupees in '000
2,497,845 4,246,545
33,028,183 11,728,625
35,526,028 15,975,170
150,216 694,809
347,333 347,333
497,549 1,042,142
1,269,304 934,341
1,646,750 856,528
2,916,054 1,790,869
916,086 1,146,159
47,479 -
1,189,118 1,278,356
41,092,314 21,232,696
697,700 778,034
40,394,614 20,454,662
(2,295) (3,718)
11,657 409,631
40403976 20860575
778,034 997,273
113,486 68,365
(95,456) (241,351)
18,030 (172,986)
(98,364) (46,253)
697,700 778,034
2017 2016
Rupees in '000
71,111 55,989
121,333 121,333
213,517 237,920
130,694 179,455
161,045 183,337

691700

778,034
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94

94.1

9.5

9.5.1

9.5.1.1

9.5.1.2

The rates of return on PIBs maturing between March 2018 to July 2024 (2016: March 2018 to April 2026), range
from 6 to 8.25 (2016: 6.12 to 13.20) percent per annum. The rate of return on market treasury bills maturing between
January 2018 to April 2018 (2016: January 2017 to October 2017), range from 5.93 to 6.02 (2016: 5.81 to 6.22)

percent per annum.

PIBs and T-Bills having face value amounting to Rs. 626 million which have been collateralized against a loan

sanctioned to Pak Oman Asset Management Company Limited from Habib Bank Limited for the acquisition of Askari

Investment Management Limited (AIML).

Detailed information relating to investments including quality of available-for-sale securities is given below:

Government Securities

Held-for-trading
Pakistan Investment Bonds (PIBs)

10 years
5 years
3 years

Market Treasury Bills (MTBs)

3 months
6 months
12 months

Available-for-sale
Pakistan Investment Bonds (PIBs)

20 years
15 years
10 years
S years
3 years

Ijara Sukuk
Market Treasury Bills (MTBs)
6 months

12 months

\eqpen—

. 2017 2016
Market Market
Value Rating Value Rating
(Rupees Securities (Rupees Securities
in '000) in '000)
347,842 Unrated 80,818 Unrated
74917 Unrated 1,040,255 Unrated
992,319 Unrated 515,459 Unrated
1,415,078 1,636,532
10,856,114 Unrated 819,627 Unrated
11,580,047 Unrated 98,805 Unrated
- 882,261 Unrated
22,436,161 1,800,693
- - 23,621 Unrated
- - 482,853 Unrated
579,759 Unrated 2,434,738 Unrated
503,013 Unrated -
1,082,772 2,941,212
4,590,475 - - Unrated
5,997,129 Unrated 9,919,640 Unrated
10,587,604 9,919,640

35521615

1

16298077



r‘“’ 95.2 Listed shares Rating Number of shares held Cost Market value
. 2017 2016 2017 2016 2017 2016
9.5.2.1 Held-for-trading e—————vee———— (Rupees In '000)
o Chemical
Fauji Fertilizer Company Limited Unrated - 75,000 - 7,954 - 7,828
Power generation & Distribution
™ K- Electric Limited AA/AL+ 700,000 - 4,409 - 4,418 -
6 Cable & Electrical Goods
Pak Elektron Limited A+/Al - 35,000 - 2,493 - 2,495
Commercial Banks
e MCB Bank Limited AAA/AL+ . 20,000 . 4,147 - 4,756
{ Refinery
National Refinery Limited AAHAL+ - 10,000 - 5,865 - 5,711
™ Automobile Assembler
{ Indus Motor Company Limited Unrated - 3,500 - 5.584 - 5,651
Millat Tractors Limited Unrated - 9,000 - 8,105 - 8,142
Al-Ghazi Tractors Limited Unrated - 10,000 - 6,358 - 5,708
4,409 41,106 4,418 40,291
9.5.2.2  Avallable-for-sale
Construction and materials (Cement)
Fauji Cement Company Limited AA/AL+ - 600,000 - 24,387 - 27,048
i Lucky Cement Limited Unrated - 40,000 - 28,487 - 34,650
! DG Khan Cement Company Limited Unrated - 95,000 - 18,842 - 21,064
Electricity
tm HUB Power Company Limited AA+HAL+ - 200,000 - 24,510 - 24,696
Kot Addu Power Company Limited AA+AL+ - 400,000 - 33,886 - 31,520
t Nishat Chunian Power Limited Unrated - 550,000 - 30,641 - 30,514
Nishat Power Limited A+/Al - 400,000 - 22,194 - 25,636
{m Chemical
i Agritech Limited ( Note 9.5.5.3) Unrated 1,326,728 1,926,616 46,435 67,449 6,460 24,429
- Engro Corporation Limited . AA/ Al+ - 100,000 - 31,482 - 31,609
Commercial Banks
e Bank of Punjab Limited AAJAL+ 8,281,077 - 99,372 . 68,236 -
f Habib Bank Limited AAA/AL+ - 90,000 - 19,816 - 24,592
Habib Metro Bank Limited AA+Al+ - 700,000 - 24,847 - 25.900
MCB Bank Limited AAA/AL+ - 115,000 - 26,250 - 27,349
= National Bank of Pakistan AAA/AL+ - 200,000 - 14,626 - 14,978
; United Bank Limited AAA/AL+ - 205,000 - 39,346 - 48,974
Reftnery / Ol & Gas
(@ Attock Refinery Limited AA/Al+ - 30,000 - 10,829 - 12,759
! Oil & Gas Development Company Limited ~ AAA/Al+ - 100,000 - 14,487 - 16,535
! Pakistan Qilfield Limited . Unrated - 55,000 - 23,895 - 29,404
Pakistan Petroleum Limited Unrated - 90,000 - 15,105 - 16,936
Pakistan State Oil Company Limited AA+AL+ - 70,000 - 28,807 - 30,395
National Refinery Limited AA/AL+ - 42,000 - 24,980 - 23,987
Mari Petroleum Company Limited Unrated - 4,750 - 6,595 - 6,531
Paper and Board
& Cherat Packaging Limited Unrated - 5,000 - 1,756 - 1,690
} Food & Personal care products
Engro Foods Limited Unrated - 55,000 - 8,917 - 10,557
m Textlle
! Nishat Mills Limited AA/AL+ - 159,500 - 23,645 - 24,287
| Nishat (Chunian) Limited Unrated - 250,000 - 13,600 - 15,607
= Engineering
2 International Industries Limited Unrated - 100,000 - 17,522 - 20,373
{ International Steels Limited Unrated - 75,000 - 6,077 - 7,330
Crescent Steel & Allied Products Unrated - 35,000 - 5,193 - 5,396
Amreli Steels Limited Unrated - 150,600 - 10,469 - 9,989
Mughal Iron & Steel Industries Unrated - 120,000 - 11,824 - 10,579
Automoblie Assembler
Honda Atlas Cars (Pakistan) Limited Unrated - 15,000 - 8,824 - 10,030
fm Fertllizer
f Engro Fertilizer Company Limited AAJAL+ - 215,000 - 14,302 - 14,616
Pharmaceuticals
= The Searle Company Limited ) Unrated - 220 - 113 - 144
: \ Y, ,\m\, 145,807 653,703 74,696 660,104
150,216 6943809 79,114 700,395
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95.3  Particulars of Investments held in shares of unlisted companies

95.3.1 Available-for-sale

Number of shares held Cost

2017 2016 2017

2016

(Rupees in '000)

Shareholding upto 10%

Alhamra Avenuc (Privatc) Limited 5,000,000 5,000,000 50,000

Pakistan Textile City Limited §,000,000 5,000,000 50,000
(note 9.5.9)
Techlogix intcrnational Limited 1,872,197 1,872,197 21,333
Orient Power Company (Private)
Limited (note 21.2) 22,600,000 22,600,000 226,000
347333
*Audited financial statement

**Audited consolidated financial statements
*** Unzudited financial statcments

95.4 Llsted Terin Flnance Certificates

Rate of Interest Profit
Payment
9.5.4.1 Held-for-trading
Commercizl bank / DFI
Summit Bank Limited 6 month Kibor + 3.25% Half yearly
95.4.2 Available-for-sale
Coatasercisl backs / DFls
Bank Alfalsh Limited V 6 month Kibor + 1.25% Half yearly
Habib Bank Limited 6 month Kibur + 0.5% Half yearly
MCB Bank Limited (Formerly NIB Bank 6 month Kibor + 1.15% U1alf yearly
mitod)
Summit Bank Limited 6 month Kibor + 3.25% Half yearly
Saneri Benk Liuted 6 month Kibor + 1.35% Half yearly
Technology 2nd communicatioa
‘WorldCall Telecom Limited 6 month Kibor + 1.6% Melf yearly
Personal goods
Azgard Nine Limited 6 month Kibor + 2.4% Half ycarly

50,000

50,000

21,333

226,000

347,333

Maturity

27-Oct-18

20-Feb-21
19-Feb-26
19-Jun-22

27-0ct-18
8-3ul-23

7-0ct-21

20-5ep-17

Share
holding
%

2

4.00

543

Long
Term
rating

A(SO)

Unrated

Break-up/ Latest Name of the Chief Executive
carrying value avallable
per share financisl
(Rupees) statements
9.21  30-Junc-2012*** Mr. Muhammad Hammad
Arshad
338 30-Jun-2015*  Mr. Mohammad Hanif Kasbati
6.96 31-Dec-2016**  Mr. Kewan Qadre Khawaja
/ Mr. Salman Akhter (Co CEO)
u.88 30-Jun-2017° Ms. Nadeem Baber
Number of certificates held Market value
2017 2016 2017 2016
(Rupees In '000)
5,000 5,000 283719 25,187
29,500 29,500 149,854 151,166
1,000 99,056 -
70,000 35,600 354,946 176,810
10,000 10,000 50,263 50,358
76,700 60,000 383,576 305,278
108,613 108,623 . .
. 15,000 .
1,063,074 708,799

95.4.3 The face valuc of cach certificate held in listed TFCs is Rs. 5,000 except Habib Bank Limited Rs 100,000 (2016: Rs. 5,000) per certificatc as at issuc datc.

N
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94.5  Unlisted Term Finance Certificate

9.8.5.1 Held-for-trading

Commercial Banks

1S Bank limited - PPTFC
18 Bank timited - PPTFC O
The Baak of Pusjab

Microfiazace Banks
U Microlnance Benk Limited

95.5.2 Avallsble-for-sale

Commercial baaks

Faysal Bank Limited - PPTFC
Bk Alfslsh Limited - [V
Bank Al Habib Limited

S Baok timited - PPTFC

IS Baok limited - PPTFC 01
The Bank of Pusjad

Chemics)

Agritech Limited (Note 9.5.5.3)
Agritech Lirmited (Note 9.5.5.3)

Persoax) goods
Azgard Nine Limited - [0
Azgard Nine Limited - [V

Acgard Nino Limited - V/

Microfioznce Banks
U Microfinznce Bank Limited

Rate of laterest

6 mooth Kibor + 1.40%
6 mooths Kidar+ 1.40%
6 moow Kibor + 1%

6 moath Kibor « 3.5%

6 moaths Kibor » 1.20%
6 mocth Kibor » 2.25%
6 month Kidor + 2.5%
6 mocth Kidor + 0.75%
6 cozh Kibor » 1.40%
6 moaths Kibore 1.40%
6 month Kibor + 1%

6 moath Kibor + 1.75%
Zero coupon

6 mooth Kibor » 2.25%
3 mocth Kibor ¢ 1%
Zero coupoa

6 moath Kibor + 3.5%

Profit Payment

Half yeasty
Half yeaily
Half yeasty

Halfyeesty
Halfyeasty
Halfyearty
Halfyeerty
Halfyeasty
Half yearly
Hallyeerly

Half yeasty
Hall yearty

Hall yearly

Hallyearty

Meturity

14.Dec-23
29-Dec-24
23-Dec-26

29-Ju-24

30-Sep-24
27-Dec-17
2.0cc-17
17-M22:26
14-Dee-23
29-Dec-24
2)-Dec-26

29-Nov-19
1-Je-1$

4-Doc-17
18-Nov-15
31-Mas-17

29-k-24

29-Je2-22

Loag Term
Raticg

BBB

Uorsted
Uorated

Unraied
Uorated
Unrated

BBB»

Unrated

No. of certifiextes bedd Markel value 7 Cost
2017 2016 017 2016
(Rupens in °000)
- 8.400 - 42,000
22,000 - 110,000 .
2% - 24998 .
16,000 - £0,000 -
50,000 . 150,283 .
- 30,000 - 75,456
- 33,000 - 110,856
40,012 - 200,140 -
60,000 60,000 299,909 300,000
40,000 . 200,000 .
1,500 1,500 149650 150,000
20,000 20,000 - N
4309 4309 - .
- 2,000 - .
. 5,000 - -
. 5.687 - .
10,000 . 100,000 .
12,000 12.000 . -

9,5.5.3 As per the terms of the Share Transfer and Debt Swap Agreement, Agritech Limited shares shall be held by the respective trusices for the TFC issued in their name for and on behall of the TFC

holders who shal] be the bene(icial owners of the subject shares in proportion to their holdings. The Trustees for the TFC issue are

the said ordinary shares for and on behalf of TFC holders for a period of five years from the date of transfer.

9.5.5.4 The face value of each centificate held in untisted TFCs is Ra. 5,000 (2016: Rs 5,000) except The Bank of Punjab Rs 100,000 (2016: Rs. 100,000) per centificate as at issuc date.

9.5.6 Ilavestment In Sukuks

9.5.6.1 Hcld-lor-trading

Othens

9.5.6.1 Avallable-for-sale

Persons! Guods

Amicx Lindted

Lesung

Security Leasing Corporatiun Lemited 1t

Eocrgy

Liberty Power Tech (Private) Limnited
K-Elecic Limited

Banks
Al-Berata Bank (Pakistn) Limited
Ol & Gss Merketlng Compsanies

Hascol Petroleumn Limated

Miseellzncous

Al-Raz HeakhCare (Paie) Limited
New Altied Electronic Industries (Private) Limited

Rste of Interest

12 mxath Kibar +0.5%

3 month Kidor + 2%

3 moadh Kibor - 3%
3 month Kibor « 2.25%

6 month Kibor « |.25%

3 moath Kibor - 1.50%

6 moath Kibor - 2.5%
3 moath Kibor + 2.6%

Profit Payment

Yearty

Monthly

Half yearly

Quasterly

Matarity

15-Nov-21

12-0ct-12

19:)20-22

18-Masr-21
19-Ma2s-17

25-Sep-21

6-1an-22

4-Fed-21
25-)u0-12

Loag Term
Rating

Urated

Unrated

Uarsted
Unrated

dp bareholk 10 hold

No. of certificates beld Markel value / Cost

017 2016 2017 2016
(Rupess in '000)

500 53,000 -
11,000 22.000 10450 20450
10,000 10,000 .

60,000 60,000 wasn 178279

. 8,000 - 40347

500 500 285594 35).684
60,000 60,000 262677 310991

- 30,000 - 66,875

11.000 272,000 . -
762,599 970,626
=4

9.5.6.2 The iace value of cach certificate held in unlicted Sukuks is Rs. 5,000 (2016: Rs. 5,000) per centificate as at issue date except for New Allicd Elcctronic Indusiries (Privatc) Limited having face
value per Sukuk of Rs. 312.5 (2016: Rs 312.5) and Al-Baraka Bank (Pakistan) Limitcd having face valuc of Rs | million.

9.8.7 Commerclal papers

The rates of retum on these C ial papers

\qun

in Scptember 2018 is 7.72% (2016: nil) per annmum.
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9.5.9

9

Investment in associates

The holding company holds inv in ordinary shares / units of Rs. 10 each in the following entities:
2017 2016 2017 2016
Number of shares / units (Rupees (n '000)

Quoted
Japan Power Generation

Company Limited (JPGL) 17,622,878 17,622,878 - -

(Note 9.5.8.3 & 22.1)
Pak Oman Islamic Assct

Allocation Fund 2,000,000 2,251,397 107,021 161,201
Pak Oman Advantage Asset

Allocation Fund 2,000,000 3,676,558 101,619 247,788
Pak Oman Advantage Islamic

Income Fund 3,269,170 3,269,271 175,361 176,216
Pak Oman Government

Securities Fund 23,560,643 31,075,579 257,385 334,813
Askari High Yield Scheme 1,788,938 - 185,487 -
Unquoted
Pak Oman Microfinance Bank 38,470,788 38,470,788 362,245 358,338

Limited (note 9.5.9)

1,278.35

* Unaudited financial statements

**Published Net Asset Value
The holding company

Break-up Latest
Holding value per available
share / unit financial
(Rupees) statements
11.29% (42.59) 30-June-17°
49.99% 5351 3].Dec-17°
81.28% $0.81  3]-Dec-17°*
53.99% $3.66  3|-Dec-17°*
90.42% 1088 3|-Dec-17°*
5.62% 103.69  31-Dec-17°*
16.67% 10.01 31-Dec-17*

Accordingly. investment in JPGL is accounted for as investrment in agsociate in these consolidated financial statements.

The above associates are incorporated in Pakistan,

Assoclates - Key Information

Name of
the chief
executive

Mr. Amjad
Awan

Ms. Adect Ahmad
Khan

Mr. Adeel Ahmad

Mr. Adecl Ahmad
Khan

Mr. Adcel Ahmad
Khan

Mr. Adcc) Ahmad
Khan

Mr. Teizoon Kisat

significant influence on the financial and operational policies of JPGL due to representation of four directors out of thirteen directors.

Askari High PakOman PakOman PakOman PakOman  Japan Power Pak Oman
Yield Scheme Advantage Islamic Asset Advantage Government  Generation Microfinance
. Islamlc Allocation Asset Securitics Limited ** Bank Limited
' Income Fund * Allocation Fund * ..
Particulars Fund * Fund *
(Rupees in '000)

Asscts 3,373,938 328,180 218,312 130,183 287,729 11,856,868 2,391,691
Liabilities 13,509 3,401 4.218 5,160 3,060 17,673,828 80,903
Total income 263,449 23,848 19,671 (23,422) 19,797 192,970 290,540
Profit before taxation 105,780 9,713 (13.491) (38,078) 15,280 (169.783) 43,744
Profit after taxation 105,780 9.713 (73,491) (38,078) 18,280 (169.783) 29,562
¢ Published Net Assct Value
** Unaudited financial statements

Investment in these securities forms part of strategic investment of the holding company and can not be sold for a period of five years from the last date of purchase of

securities.

e
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9.6 (Deficit) / surplus on revaluation of
held-for-trading securities

Federal Government Securities

- Market Treasury Bills
- Pakistan Investment Bonds

Shares - listed

Term finance certificates (TFCs) - listed
Term finance certificates (TFCs) - unlisted

10 ADVANCES
In Pakistan

Loans, cash credit, running finance, etc. in Pakistan
Net investment in finance leases in Pakistan
Margin trading

Advance against leases

Staff loans

Advances - Gross

Less: Provision for non-performing loans and advances - Specific
Provision for non-performing loans and advances - General

Less: Provision for non-performing advances
Advances - net of provision
10.1 Particulars of advances (Gross)

10.1.1 In local currency
10.1.2 In foreign currency

10,1.3 Short term (for upto one year)
Long term (for over one year)

\com-

Note

10.2

10.3

10.1

10.5

10.1.3

2017

2016

(Rupees in '000)

(1,612) (88)
(847) (3,059)
(2,459) 3,147)
9 (815)
202 244
“n -
(2,295) (3,718)
17,619,083 13,048,162
1,521,930 1,881,884
309,281 841,195
97,503 7,683
117,964 123,814
19,665,761 15,902,738
875,047 1,065,205
213 73
875,260 1,065,278
18,790,501 14,837.460

19.665,761  ___ 15,902,738

5,809,438
13,856,323

5,185,152
10,717,586

19.665.761 15902738




10.2

10.2.1

10.2.1.1

10.2.12

103

103.1
10.4

10.4.1

10.5

10.5.1

Net Investment In finance lease

The periodic break-up of minimum lease payments due are as follows :

2017 2016
Not later Later than Total Not laterthan  Later than Total
thanone  oneand less one year one and less
year than flve than five

(Rupees In '600)

Lease rentals receivable 740,694 593,839 1,334,533 928,720 822,021 1,750,741
Residual value 106,907 221,258 328,168 67,687 251,684 319,371
Minimum lease payments 847,601 815,097 1,662,698 996,407 1,073,705 2,070,112
Financial charges for future periods (81,956) (58,812) (140,768) (107,106) (81,122) (188,228)
Present value of minimum lease payments 765,645 756,285 !ég!,ggg 8892301 992!583 1!88 1 !884

In respect of the aforementioned finance leases, the Group holds an aggregate sum of Rs. 291.874 million (2016: Rs. 272.007 million) as security deposits on
behalf of the lessees which are included under ‘other liabilities’ (note 17).

The holding company has enterced into lease agreements of various vehicles and plant and machinery. The amount recoverable under these arrangements are
receivable by the year 2023 and are subject to finance income at rates ranging between 7.63 to 16.11 (2016: 6.35 to 16.11) percent per annum. Maximum
amount of lease outstanding as at 31 December 2017 amounts to Rs. 404 million (2016: Rs. 628 million).

Staff loans include personal loans and house loans given to employees in accordance with their terms of appointment. House loans carry mark-up at a rate of 5
(2016: 5) percent per annum, while no mark-up is charged on personal loans.

Staff loans include an amount of Rs. 2.008 million (2016: Rs. 2.610 million) provided by subsidiary company to its Chief Executive.
Particulars of classification

Advances include Rs. 964.378 million (2016: Rs. 1,218.843 million) which have been placed under the non-performing status as detailed below:

2017
Classified advances Proviston requlired Provision held
Domestic Overseas Total Domestic Overseas Total Domestic Overseas Total
(Rupees in '000)
Substandard - . N . - - - - -
Doubtful 209,246 - 209,246 130,938 - 130,938 130,938 - 130,938
Loss 755,132 - 755,132 744,109 - 744,109 744,109 - 744,109
364378 - 964378 875047 - 8715047, 875,047 - 815041
2016
Classified advances Provision required Provision held
Domestic Overseas Total Domestic Overseas Total Domestic Overseas Total
(Rupees in '000)
Substandard 11,877 - 11,877 2,969 - 2,969 2,969 - 2,969
Doubtful 252,878 - 252,878 125,000 - 125,000 125,000 - 125,000
Loss 954,088 - 954,088 937,236 - 937,236 937,236 - 937,236
1,218,843 - 1,218,843 1,065,205 - 1,065,205 1,065,205 - 1,065,205
Particulars of provislons against non-performing advances
2017 2016
Specific General Total Specific General Total
Note (Rupees In '000)
Opening balance 1,065,205 73 1,065,278 914,462 - 914,462
Charge during the year 2,969 140 3,109 308,796 73 308,869
Reversal during the year (189,452) - 189,452 (140,650), - (140,690)
Net charge / (reversal) (186,483) 140 (186,343) 168,106 73 168,179
Less: Amounts written off during the year 10.6 (3,675) - (3,675) (17,363) - (17,363)
Closing balance 875,047 213 875.260 1,065205  __ 1,065,278
Particulars of provisions against non-performing advances
2017 2016
Specific General Total Specific General Total
(Rupees in '0600)
In local currency 875,047 213 875,260 1,065,205 73 1,065,278
In forcign currency . - . - - - -
875.047 213 875260 _ 1065205 _ 73 _ 1065278
\&ﬁ‘ﬂ"’"
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2017 2016

10.6  Particulars of write offs

Against provisions
Directly charged to profit and loss account

10.6.1 Write offs of Rs. 500,000 and sbove
Write offs of below Rs. 500,000

10.6.2 Statement showing written off loans or any other financial relief of five hundred thousand rupees or above provided during the year ended December 31, 2017.

(Rupees in *000)

3,678 17,363

3,675 17,363

3,675 17363

35 17363

.

S.No. Name of Indlvidusle/ Fatber's/ O Uabilitles st of year Priocigal Interest! | Otber fMuanclal Totsl
Name snd partoery Husbaod's ceme writteo-off | merk-up | relsf provided
sten-olf
address of the dlrectors with CNIC No. Priodpnt | tateresy | Obers o wil
o mark-cp (9+10+11)
[ 1 3 4 s g 7 0 9 - 10 1 1
epees (%000
1 Tores Star Holsery Mills (Pv) Ms. Muhsmmad Rasheed 3630204796795 Mubsouusd Amin 6132 116 - 19914 . 162 13162
Uimited
10 - A, Industrial estate, Multan Mrs, Tenvecr Rasheed 3630238055099  Mubammad Rashosd
M. Saud Rasheed 3630203194835 Mubammad Rasheed
2 Mursd Costrocdon Compsny Syed Fakhar-c-Alam 42301-0843125.7  Sycd Dilasam Shah 4438 640 14328 19,603 3,678 640 15,550 19,863
Suit No. 09, Plat No. CMCS, Mr. Aursngzaib 61101-7624502-8  tear Gul
Schema 33, Ali Town,
Sokrab Goth, Karachi
ILIST 13800 143 1917 3,518 13,601 15,550 33,007
2017 2016
10.7  Particulars of loans and advances to dlrectors, associated companles ete. Note (Rupees in '000)
Debts due by directors, executives or officers of the holding cempany or any of them
cither severally or Jolntly with any other persons.
Balance at beginning of the year 123,814 129,385
Loans granted during the year 15,610 38,996
Repayments (21,460) (44,567)
Belance at end of the ycar 117,964 123,814
Debts due by other related parties
Balance at beginning of the year 218,734 250,630
Loans granted during the year - .
Repayments (36,302)| | (31,896)
Balance at end of the year 182,432 218,734
10.8 300,396 342,548
. e e
10.7.1  This includes an amount of Rs. 68.2 million due from Japan Power Generation Limited (an d pany) classificd as non performing toan under loss category. The holding

company has recorded provision for entire amount due as at 31 December 2017,

108 Maximum total amount of advances including temporary advances granted during the year amounts to Rs. 331 (2016: Rs. 383) million. The maximum has been calculated
by reference to month end balance.
n OPERATING FIXED ASSETS 2017 2016
Note (Rupees in '000)
Property and equipments 1.1 90,675 94,971
Intangible assets 11.2 907 1,366
Goodwill 11.3 263,632 -

Advance for capital expenditure

N

355,214 96,337
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11.1  Property and equipments

Cost Depreciation Net book
Asat1l Additions / As at 31 Asatl During the year As at Asat 31 Rate
January (deletions) / December January /(on disposals)/ 31 December
2017 (Adjustments) 2017 2017 (Adjustments) December 2017
during the year 2017 %
(Rupees in '000)
Owned
Office premises * 42,126 - 42,126 25,975 2,106 28,081 14,045 5
Improvements 24,623 16,826 36,601 11,292 2,368 8,812 27,789 10
(4,848) (4,848)
Office equipments 14,528 1,348 14,224 11,187 1,586 11,633 2,591 20
(1,652) (1,140)
Computer equipments 29,698 856 22,426 26,081 2,371 20,324 2,102 3333
(8,128) (8,128)
Fumiture and fixtures 15,600 3,788 13,346 11,253 1,534 7,163 6,183 20
(6,042) (5,624)
Vehicles 84,750 4,237 81,474 32,111 18,262 44,659 36,815 20
(1,513) (5,714)
Assets subject to
finance lease
Vehicles 1,972 - 1,972 427 39§ 822 1,150 20
2017 213,297 27,088 212,169 118,326 28,622 121,494 90,678
(28,183) (25,454)
Cost Depreciation Net book
Asatl Additions / Asat 31 Asatl  During the year/ Asat 3l Asat 31 Rate
January (deletions) December January (on disposals) December December
2016 during the year 2016 2016 2016 2016 %
(Rupees in '000)
Owned
Office premises® 42,126 - 42,126 23,869 2,106 25,975 16,151 5
Improvements 23,300 11,408 24,623 19,232 1,881 11,292 13,331 20
(10,085) (9,821)
Office equipments 14,246 1,739 14,528 11,040 1,522 11,187 3,341 20
(1,457) (1,375)
Computer equipments 28,676 1,322 29,698 23,845 2,537 26,081 3,617 33.33
(300) (3e1)
Fumniture and fixtures 16,323 3,205 15,600 13,943 955 11,253 4,347 20
(3,928) (3,645)
Vehicles 72,292 31,004 84,750 27,470 19,082 32,111 52,639 20
(18,546) (14,441)
Assets subject to
finance lease
Vehicles 1,972 - 1,972 32 395 427 1,545 20
2016 198,935 48,678 213,297 119,431 28,478 118,326 94,971
(34,316) (29,583)

* The transfer of title of office premises in the holding company’s name is in process.

o™
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11.1.1 Details of disposals of assets whose original cost or the book value exceeds Rs. 1 million or Rs. 250,000 respectively whichever is less and property

and equipment disposed off to the Chief Executive or to a director or to executives or to any other related party, irrespective of the values, are as

follows:

Descriptlon

Vehicles

Honda Civic
Toyota Corolla

Toyota Corolla

Toyota Cotolla

Honda Civic

Furniture and fixture
Fumniture and fixture

Furniture and fixture

Others

Intangible assets

Software licenses

Software licenses

Goodwill

Allocation of Goodwill
Management Rights Value

Brand Value
Goodwill

N

Cost Accumulated Net book Sale Gain/ (loss) Mode of Particulars of purchaser
depreciation value proceeds disposal
(Rupees in "000)
1,054 632 422 533 11 Company policy Ms. Hina Mir (Executive)
1,478 1478 - 296 296 | Company policy Mr. Kazi Khurram Abassi
(Executive)
970 970 - 194 194 | Company policy Mr. Noor Muhammad Saheto
(Executive)
1,478 1478 - 296 296 | Company policy Mr. Mohammad Azcem Dada
(Executive)
1,979 602 1,377 1,950 573 | Compeny poticy Mr. Wajahat Aziz ( Former
Exccutive)
6,959 5,160 1,799 3,269 1,470
150 34 116 116 - Company policy Ms. Nazis Enam Siddiqui
(Former Exccutive)
250 25 22§ 228 - Company policy Mr. Wajahat Aziz (Former
Executive)
100 pi} 77 77 - Company policy Mr. Noman Ahmed Mufti
(Former Executive)
20,724 20,212 512 1,803 1,291
28,183 25,454 1,729 5,490 2,761
Net book
Cost Amortization value
Asatl Additton/ Asat 31 Asatl During the year/ Asat 31 Asat31 Rate
J Y (Delettons) / D ber 2017 ) Y (Adj ) D ber 2017 D her 2017
2017 (Adjustments) 2017 o,
Aurine tha veer °
(Rupees in '000)
21,451 39 18,767 20,085 498 17,860 907 33.33
(2,723) ,723)
Net book value
Cost Amortization
Asat | Addition during the Asat 31 Asat | During the year Asat3l Asatll Rate
January 2016 year December 2016  January 2016 D ber 2016 D ber 2016
%
(Rupees in ‘000)
20,081 1,370 21,451 19,966 119 20,085 1,366 3333
2017 2016
(Rupees in '000)
195,750 -
24,487 -
43,395 -
263,632 -
e e —




11.4 Included in cost of property and cquipments are fully depreciated items still in use having cost of:

12

12.1

Improvements

Office equipments
Computer equipments
Furniture and fixtures
Vehicles

Intangible assets

DEFERRED TAX ASSETS

Deferred tax assets arising in respect of:
Provision for diminution in the value of investments

Assets subject to finance leases
Provision against other assets

Amortisation of premium on Federal Government Securities
Provision against non-performing advances

Less: Deferred tax liabilities arising in respect of:

Accelerated tax depreciation allowances

Revaluation on investments classified as available-for-sale
Revaluation on investments classified as held-for-trading

Net investment in finance leases
Revaluation on Non-banking assets
Dividend receivable

Movement of deferred tax

Deferred tax assets
arising in respect of:

Provision for diminution in
the value of investments
Assets subject to finance leases
Provision against other assets
Amortisation of premium on
Federal Government securities
Provision against non-performing
advances

Less: deferred tax liabilities
arising in respect of:

Accelerated tax depreciation
allowances

Revaluation on investments
classified as available-for-sale

Revaluation on investments
classified as held-for-trading

Net Investment in finance leases

Revaluation on Non-banking assets

Dividend receivable

\aniv~

Note 2017 2016
(Rupees in '000)
2,656 7,504
8,079 6,449
15,497 15,880
4,817 9,428
2,693 167
17,358 19,837
51,100 59!265
187,977 201,620
59 38
3,722 9,128
262,578 | 319,583
454,336 530,369
(12) 1,274
21 (3,497) (113,531)
137 1,066
76,419 (3,350)
(17,126) (23,395)
- (212
56,521 (138,148)
12.1 510.857 392.221
1 January Recognized in 31 Recognized in_ 31 December
2016 Profit and Deficit on December  Profit and Surplus on 2017
loss account revaluation of 2016 loss revaluation
available for account of available
securities for sale
. securities
(Rupees in '000)
271,007 (69,387) - 201,620 (13,643) - 187,977
10 28 - 38 21 - 59
7,281 1,847 - 9,128 (5,406) : 3,722
283,483 36,100 - 319,583 (57,005) - 262,578
561,781 31,412) - 530,369 (76,033) - 454,336
204 1,070 - 1,274 (1,286) - (12)
(174,611) - 61,080 (113,531) - 110,034 (3,497)
720 346 - 1,066 (329) - 737
(57,566) 54,216 - (3.350) 79,769 - 76,419
- 2,035 (25,430) (23.395) 6,269 - (17,126)
- (212) - (212) 212 - -
(231,253) 57.455 35,650 (138,148) 84,635 110,034 56,521
330,528 26,043 35,650 392,221 8.602 110,034 510.857
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13.1

13.2

14

14.1

14.2

OTHER ASSETS

Mark-up / return / interest receivable in local currency
Dividend income receivable

Mark-up / profit receivable on purchase of securities
Security deposits

Prepayments

Receivable against sale of investments

Taxation

Non-banking assets acquired in satisfaction of claims
Receivable from funds

Staff gratuity

Others

Less: Provision held against other assets

Market value of non-banking assets acquired in satisfaction of claims.
Provision against other assets

Opening balance
Charge for the year
Reversals

Amount written off
Closing balance

BORROWINGS

In Pakistan
Outside Pakistan

Particulars of borrowings with respect to currencies

In local currency
In foreign currency

Particulars of borrowings

Secured

Borrowings from the State Bank of Pakistan:

- Long term financing facility (LTFF)

- Financing facility for storage of agricultural produce (FFSAP)
Repurchase agreement borrowings

Long term borrowings

Short term running finance

Bai Muajjal

Unsecured

Placements
Murabaha financing

AVe S

2017 2016
Note (Rupees in '000)
312,707 306,311
- 2,028
54,396 28,123
8,262 4,382
23,880 14,295
3,726 48,927
- 128,986
13.1 390,282 411,180
106,695 9,098
7,309 54
1,392 152
908,649 953,536
13.2 - -
908,649 953,536
443,104 417,962
45,158,690 25,150,898
45,158,690 25,150,898
45,158,690 25,150,898
45,158,690 25,150,898
14.3 1,644,315 1,229,176
14.3 3,343 6,687
14.4 22,837,748 5,351,991
14.5 6,523,387 4,546,640
14.6 563,390 480,389
14.7 9,696,507 9,851,015
41,268,690 21,465,898
14.8 1,540,000 685,000
14.9 2,350,000 3,000,000
45,158,690 25,150,898



14.3

14.4

14.5

14.6

14.7

14.8

14.9

15

15.1

15.2

153

154

16

The holding company has entered into agreements for financing with the SBP of long term finance for export oriented
projects to customers. According to the terms of the respective agreements, the SBP has the right to receive the
outstanding amount from the Company at the date of maturity of the finances by directly debiting the current account
maintained by the Company with the SBP. The mark up rates ranges from 2 to 6.25 (2016: 2 to 10.10) percent per
annum. These are repayable within 10 years (2016: 10 years).

The mark up rate on these repurchase agreement borrowings, maturing in January 2018 (2016: January 2017), ranges
between 5.83 to 5.90 (2016: 5.70 to 5.93) percent per annum. Securities having cost of Rs. 23,205 million (2016: Rs
5,172 million) have been pledged against these borrowings.

The mark up rate on these long-term borrowings ranges from 6.29 to 6.65 (2016: 6.32 to 6.56) percent per annum. The
above facilities are secured against advances receivable.

The rate of return on these short-term running finance facilities are three month KIBOR + 0.25% (2016: three month
KIBOR + 0.25%). The above facilities are secured against loan and advances receivable.

The mark up rate on these Bai Muajjal secured against government securities, maturing in January 2018 to February
2018 (2016: January 2017 to October 2017) ranges between 5.75 to 5.84 (2016: 5.65 to 5.87) percent per annum.

The mark up rate on these placements, maturing between January 2018 to June 2018 (2016: January 2017 to February
2017) ranges between 6.15 to 6.25 (2016: 5.85 to 6.30) percent per annum.

The mark up rate on these murabaha financing, maturing in January 2018 (2016: January 2017 to June 2017) ranges
between 6.15 to 6.50 (2016: 6.15 to 6.25) percent per annum.

DEPOSITS AND OTHER ACCOUNTS 2017 2016
(Rupees in '000)

Certificates of investment - remunerative (in local currency)

Financial institutions - 3,129,000 252,700

Others 7,372,149 5,090,275
10,501,149 _ 5,342975

Particular of deposits

In local currency 10,501,149 5,342,975

In foreign currency :

10,501,149 __5.342,975

The rate of return on deposits maturing between January 2018 to November 2018 (2016: January 2017 to May 2018)
ranges between 6 to 6.40 (2016: 6 to 12) percent per annum.

These include Certificate of Investments purchased by gratuity fund of the Company as disclosed in note 32.7.1 and by
provident fund of the Company amounting to Rs. 36.63 million (2016: Rs. 28.54 million).

These include Certificate of Investments purchased by Pak Oman Microfinance Bank Limited (associate) of the
Company amounting to Rs. 450 million (2016: Rs. 174.7 million).

LIABILITIES AGAINST ASSETS SUBJECT TO FINANCE LEASE

2017 2016
Minimum Financial Principal Minimum Financial Principal
lease charges for  outstanding lease charges for outstanding
payments future payments future period
period
(Rupees in '000)
Not later than one year 431 78 353 431 105 326
Later than one year but
not later than five years 1,059 66 993 1,490 145 1,345
1,490 144 1,346 1,921 250 1,671
A% N
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The holding company has entered into lease agreements with financial institutions for lease of vehicle.
Lease rentals are payable in monthly instalments. Financial charges included in lease rentals are
determined on the basis of discount factors applied at the rate of 7.90 (2016: 7.90) percent per annum. At
the end of lease term, the holding company has option to acquire the assets, subject to adjustment of
security deposits.

2017 2016

OTHER LIABILITIES Note (Rupees in '000)
Mark-up / return / interest payable in local currency 737,691 347,506
Accrued expenses 232,957 204,743
Staff gratuity 33.2 - -
Security deposits against investment in finance leases 10.2.1.1 291,874 272,007
Taxation 15,439 -
Payable against purchase of investments 5,494 -
Advance rent 10,600 -
Sales tax and federal excise duty payable 90,437 -
Others 17.1 143,736 46,597

1,528,228 870,853

This includes advance of Rs. 46 million received against sale of non-banking assets.

SHARE CAPITAL
Authorized Capital
2017 2016 2017 2016
Number of shares (Rupees in '000)
1,000,000,000 1,000,000,000 Ordinary shares of Rs.10 10,000,000 10,000,000
each
Issued, subscribed and paid-up
615,000,000 615,000,000 Ordinary shares of Rs.10 6,150,000 6,150,000
each - Fully paid in cash
615,000,000 615,000,000 6,150,000 6,150,000

The Ministry of Finance on behalf of the Government of Pakistan and the Sultanate of Oman through its
Ministry of Finance each holds 307,495,900 (2016: 307,495,900) ordinary shares of the holding Company.
While 4,100 (2016: 4,100) ordinary shares each are held by the Secretary - Economic Affairs Division,
Government of Pakistan and Ministry of Commerce and Industry, Sultanate of Oman.

RESERVES

This represents a reserve created at 20% of the profit for the year in compliance with the SBP's
requirements.

NON-CONTROLLING INTEREST 2017 2016
(Rupees in '000)

Opening balance 9,664 10,119

Change during the year (1,522) (455)

Closing balance 8,142 9,664
\ -
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SURPLUS ON REVALUATION OF ASSETS
- net of deferred tax Note

Surplus on revaluation of available-for-sale securities

Federal Government Securities 3
- Pakistan Investment Bonds (PIBs)

- Ijara Sukuk

-Treasury Bills (T-Bills)

Shares-listed

Term Finance Certificates
- Listed
- Unlisted

Sukuk certificates

Deferred tax asset recognized 12

Associate's share of deficit on revaluation of
available-for-sale securities

Surplus on revaluation of non-banking asscts
acquired in satisfaction of claims

Revaluation of fixed assets / non-banking assets
during the period / year
Transferred to unappropriated profit in respect of
incremental depreciation charged during the period

Less: Related deferred tax liability on:
- Revaluation of fixed assets / non-banking assets
during the period / year
- Incremental depreciation charged during the period / year

2017

2016

(Rupees in '000)

852 334,258
(2,80 (8,204)
(1,954) 326,054

- 62,390

7,085 [ 12,134
(1,032 1,249
6,053 13383
7,558 7,804
11,657 409,631
3,497 (113,531)
8,160 296,100
22 233
83,352 84,766
(4,238) (1,414
79,114 83,352
(25,006) (25,430)
1,272 424
(23,734) (25,006)
55,380 58,346
63,562 354,679

Surplus on revaluation of non-banking assct arising on the property located in Lahore having a market valuc of Rs. 374.538
million on valuation report Scptcmber 08, 2016 and property located in Karachi having a market value of Rs. 43.424
million on valuation report April 07, 2016. The factors taken include the nature, physical condition of building & civil
structure, location, market fecdback, the property buying and selling activity, buyers' purchasing power, prevailing market
conditions, return on investment, adverse factors, threats and opportunities of real estate industry, etc.

CONTINGENCIES AND COMMITMENTS

Note
Transaction related contingent liability
Standby letter of credit
Plcdge of shares on behalf of Japan Power
Generation Limited 22.1
Pledge of sharcs on behalf of Orient Power
Company (Pvt.) Limited 22.2

\egeon~

2017 2016
(Rupees in '000)
178,690 -
70,726 70,726
226,000 226,000
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2017 2016
Note (Rupees in '000)
Commitments for:
-Purchase of Government securities 121,256 -
3

- Sale of government securities _ 1,798,281 219,782
Purchase of Term finance certificates (TFCs) 76,548 -
Commitments for advances and net investment

in finance leases 3,740,991 3,393,784
Commitment for sale of non-banking assets = 46,000

Su H

Securities given as collateral against loan taken
by Pak Oman Asset Management Company Limited 94.1 626,600

Shares in Japan Power Generation Limited (JPGL) (an associate) aggregating 17,622,878 having a cost of Rs. 70.726
million (2016: Rs. 70.726 million) are pledged as security on behalf of that associate company against a syndicate finance
facility obtained by it (the associate company).

Investment in unlisted shares in Orient Power Company (Private) Limited (related party) aggregating 22,600,000 having a
cost of Rs. 226 million are pledged as security against a syndicate finance facility obtained by Orient Power Company
(Private) Limited.

Pak Oman Assets Management Company Limited

In year 2007, the Pak Oman Asset Management Company Limited (POAMCL) had launched POBOP Advantage Plus
Fund (the Fund) under the capital subscription and fee sharing agreement with The Bank of Punjab (BOP). BOP had
subscribed five million core units and tcn million non-core units of the aggregate face value of Rs. 250 million and Rs. 560
million respectively. During year 2011 the management rights of the Fund were transferred to another asset management
company.

In 2013, BOP had filed a suit against POAMCL before the Honourable High Court of Sindh claiming damages of Rs.
100.4 million in respect of the alleged losses suffered by BOP due to non-honouring of its redemption requests by the
POAMCL in year 2009 allegedly violating the NBFC regulations and provisions of the trust deed.

The legal advisor of POAMCL has opined that the suit is based on factual inconsistencics and the POAMCL has sound
defense on legal grounds. In the previous year, POAMCL had also lodged a counter claim of Rs. 250 million against BOP
for damaging the image and reputation of the POAMCL.

During the years ended 31 December 2013 and 2014 two former employees of the merged entity served notices to the
Company and its former Chicf Executive Officer. The employces demanded Rs. 28.5 million for defamation and Rs. 0.723
million against scttlement of outstanding dues. Later, the cmployecs also filed cases in the Court of District Judge South at
Karachi. The legal advisors of the Company are of the vicw that although the outcome of the casc appears to be favourable,
the Company’s chances of success cannot currently be determined due to the inhcerently uncertain nature of the litigation.
Furthermore, the management expects that an insignificant amount will be required to settle these cases. Accordingly,
provision to the extent of Rs. 0.489 million has been recognised on account of scttiement of outstanding dues while no
provision has been recognised in respect of defamation claim in the financial statements for the ycar ended 31 December
2017.

Workers' Welfare Fund

The Finance Act 2008 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 Khyber Peshawar High Court. The Supreme
Court of Pakistan vidc its judgment dated 10 November 2016, has upheld the view of Lahore High Court and decided that
WWEF is not a tax and hence the amendments introduced through Finance Act 2008 are ultra-vires to the Constitution.

The Fedcral Board of Revenue has filed many Civil Review Petitions in respect of above judgment with the prayer that the
judgment dated 10 November 2016 passed in the Civil Appeal may kindly be reviewed in the interest of justice.

\eporrn-
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MARK-UP / RETURN / INTEREST EARNED

On loans and advances to
Customers
Financial institutions

On investments in
Available-for-sale securities
Held-for-trading securities

On securities purchased under resale agreements
On deposit with financial institutions

On placements

On certificate of investments

MARK-UP / RETURN / INTEREST EXPENSED

On secured borrowings

Securities sold under repurchase agreements
Long-term borrowings

Bai Muajjal

Short-term borrowings

On unsecured borrowings and deposits
Placements

Murabaha borrowing

Certificate of investments

GAIN ON SALE OF SECURITIES

Federal Government Securities
- Market Treasury Bills (MTBs)
- Pakistan Investment Bonds (PIBs)

Term Finance Certificates and sukuk certificates
Mutual funds

Shares / units

- Listed

- Unlisted

OTHER INCOME

Net gain on sale of property and equipment
Rental income
Others

\ ot

2017 2016
(Rupees in '000)

1,085,405 893,792
349,396 207,568
1,434,801 1,101,360
1,286,556 826,516
1,098,320 283,842
2,384,876 1,110,358
81,991 35,126
66,775 47,825
1,169 358

3969612

2,295,027

1,083,489 468,791
439,757 256,485
824,784 173,959

13,766 12,091
2,361,796 911,326
81,240 72,386
192,369 118,484
486,076 333,677
759,685 525,047

3,121,481

1,436,373

2,679 1,555
285,523 460,783
288,202 462,338
(58,295) (4,388)
(48,043) 113,723
(48,043) 113,723

181,864 571,673

2,761
2,864
740

4,531

248

6,365 4,779
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ADMINISTRATIVE EXPENSES

Salaries, allowances and employees' benefits
Contribution to defined contribution plan

Charge for defined benefit plan

Charge for defined benefit plan - Subsidiairy
Non-executive directors' fee / remuneration
Non-executive directors' fee of Subsidiaries

Traveling and accommodation
Rent, rates and taxes

Utilities

Communication

Professional training

Advertisement and business promotion

Membership and subscriptions
Printing, stationery and periodicals
Depreciation

Amortization of intangible assets
Auditors' remuneration

Legal and professional charges
Repairs and maintenance
Transportation

Insurance

Finance charges on leased assets
Entertainment and canteen expenses
Donation

Shahriah advisor fee

Distribution commission

Others

Auditors' remuneration

Audit fee
Half yearly review

Auditors' remuneration of subsidiary company

Special certifications and others
Out of pocket expenses

2017 2016
Note (Rupees in '000)

406,545 395,956
18,461 17,899
338 16,388 16,283
35 23,367 18,854
5,200 1,325
11,773 9,449
37,194 53,703
5,047 4,839
9,947 8,958
442 1,138
2,907 1,858
10,813 6,770
2,822 2,526
11.1 & 27.3 49,520 35,260
11.2 498 119
27.1 2,065 2,682
18,678 19,086
16,532 9,023
9,318 10,106
12,209 10,984
106 146
3,922 3,201
27.2 1,200 574
500 300

5,233 -
3,250 2,277

673,937 633,316

561 534
194 185
600 681
440 1,020
270 262

Donations were not made to any donee in which a director or his spouse had any interest at any time during the year.

Donations made in excess of Rs. 0.1 million to a single donee are as follows:

The Health Foundation

Patients' Aid Foundation of Jinnah Post Graduate Medical Centre

Hisar Foundation
Developments in Literacy
Al-Mehrab Tibbi Imdad
Burns Centre

This includes depreciation on non-banking assets Rs 20.898 (2016: Rs 6.782) million.

OTHER CHARGES

Fees, commission and others
Loss on sale of fixed assets

Transaction cost on issue of shares - subsidairy

SBP penalties

This includes provision for Sindh Worker's Welfare Fund amounting to Rs. 19.55 million (2016: 57.85 million).

Na

2017 2016
(Rupees in '000)
400 -
500 -
300 -
- 300
- 105
- 105
1,200 510
2017 2016
(Rupees in '000)
46,973 78,537
- 7,520
46,973 86,057
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TAXATION 2017 2016
Note Rupees in '000
For the year
- Cm-m\ty 285,563 353,373
- Prior 3497 3,206
- Deferred 12.1 8,602 (26,043)
| 31932, 330536
Relationship between tax expense and accounting profit
Profit before taxation 634952 ___ L.$10.645
Tax at the applicable rate of 30% (2016: 31%) 190,486 344,300
Tax effect due to change in tax rate - 17,827
Tax cffect of income taxed at different rate (15,694) (21,792)
Tax effect of capital loss / (gain) on listed shares and mutual funds 22,636 (21,984)
Tax effect of provision for diminution in the value of listed shases end mutual funds - 34,046 3,949
Prior D7 X7 ) B 3,206
Net tax effect of income not subject to tax and expenscs
that arc not allowable in determining taxable income tax charge 45,487 5,030
31932 3305%

Tax contingencies

Pak Oman Investment Company Limlted

The Income tax Department has amended the deemed assessment orders for the tax years 2004, 2009, 2010, 2011, 2012, 2013, 2014, 2015 and 2016,
wherein major issues raised by the authoritics were related to applicability of Workers Welfare Fund (WWF), disallowance of allocation of common
expenses and disallowance of losses claimed on early termination of leased assets. The Company's appcals are pending at various appellate forums. For
the tax year 2005 and 2008, the Commissioner Inland Revenue (Appeals) [CIR(A)] has adjudicated that the procecding initiated by the department
under scction 122(5A) for respective tax years werc barred in time, thereby, the amended assessment order has been annulled. Thereafter, the
department being aggravated by the CIR(A) decision, filed appeal before the Appellate Tribunal Inland Revenue for the respective tax years. Further,
for the matter of WWF, Supreme Court (SC) in its recent decision has annulled the amendments made through Finance Act 2006 and 2008. However,
Federal Board of Revenue (FBR) has now filed review petition in the SC against the SC decision in the matter of WWF. Management estimates that
sufficient provisions have been made and no further provision is required.

Pak Oman Asset Management Company Limited

The tax charge for the currcnt ycar represcnts minimum tax on gross management and investment advisory income under scction 153(b), tax on
dividend income undcr section 5 and tax on capital gain under the section 37 A of the Income Tax Ordinance, 2001 (the Ordinance). The income tax
asscssments of the Company have been finalised up to special year ended 31 December 2016.

As at 31 December 2017, deferred tax asset amounting to Rs. 36,940,511 (31 Dccember 2016: Rs. 61,877,434) has not been recognised as the
management considers that there is uncertainty with regards to availability of future profits against which such assets can be adjusted. The
unrccognised deferred tax assct has been arising on account of accumulated tax losses and deductible temporary differences.

POAMCL has been sclected for audit under scction 214-C of the Ordinance for the tax year 2012, Tax authoritics have passed orders under scction
122(1) of the ordinance making certain additional amounted to Rs. 17.3 million to the loss declared in the retum filed by the POAMCL. Further
Taxation Officer has charged capital gain tax amounting to Rs. 1.514 million at 10%. As a rcsult total tax payablec for tax ycar 2012 incrcased by Rs.
1.05 million. Tax officer has also disallowed the total tax credit in respect of advance tax paid / collected during the tax year 2012 cxcept for the tax
collected under section 153 of the Ordinance amounted to Rs. 2.092 million. POAMCL has filed an appeal before the Commissioner Inland Revenue
(Appcals) against the orders passed by the tax officer and the hearing on the casc has been done. However, bascd on the opinion of the tax advisor,
management is confident that the matter would be decided in favor of the POAMCL.

Taxatlon - prlor

This includes Rs 38.904 million (2016: Rs 38.746 million) super tax at 3% on the taxable incomc for the tax year 2017 & tax ycar 2016 for
rchabilitation of temporarily displaccd persons imposed through Finance Act, 2016 & 2015 respectively. This also includcs reversal of provision of tax
amounting to Rs nil (2016: Rs 35.54 million) which is in excess of latest asscssment orders passed by the Income Tax Authoritics of the holding
company.

EARNINGS PER SHARE 2017 2016
Profit attributable to sharcholders of the holding company Rupees in '000 324,542 780,564
Weighted average number of ordinary shares in issuc Numbers in '000 615,000 615,000
Basic camnings per share Rupees 0.53 1.27
Diluted carnings per share Rupces 0.53 1.27

There were no convertible dilutive potential ordinary sharcs outstanding on 31 Decerber 2016 and 2017.

CASH AND CASH EQUIVALENTS 2017 2016
Note (Rupees In

Cash and balances with treasury banks 6 170,000 88,909

Balances with other banks 7 2,043,137 1,684,442

Placcments 8 - .

2213137 1,773.351

\(‘{\’hk
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Reconciliation of movement of liabilities to cash flows arising from financing activities
Liabllities Equity
Bills payable Borrowings Deposits and other a: Sub-ordinated de Liabilities against ass Other liabilities Share capital Reserves Unappropriated profit Total
(Rupees in '000)

Balance as at 01 January 2017 - 25,150,898 5,342,975 1,671 870,853 6,150,000 984,427 984,139 39,484,963
Chaunges from financlng cash flows
Receipts from sub - ordinated loans - net - . . . . . . - .
Dividend paid - - - - - - - (492,000) (492,000)
Total changes from financing cash flows . - - - - - - (492,000) (492,000)
Liability - related
Changes in bills payable - - . . . - . . .
Changes in borrowings N 20,007,792 - - - - - - 20,007,792
Changes in deposits and other accounts . - 5,158,174 - - - - - 5,158,174
Changes in Liabilities against assets subject to finance lease (325) - - - - (325)
Changes in other liabilities -
- Cash based . - - - 651,375 - - - 657,375
- Non - cash based - Actuarial loss on -
remeasurements of defined benefit plan - - - - - - - - -
Transfer of profit to reserve - - - - - - 87,334 (87,334) -
Profit for the year - - - - - - - 324,542 324,542
Other comprehensive income - net of tax - - - - - - - 5,431 5431
Transfer from surplus on revaluation of fixed N

assets 10 unappropriated profit - net of tax - - . - - - - 2,966 2,966
Exchange differences on translation of net -
investment in foreign branches - - - - - - - - N

- 20,007,792 5,158,174 (325) 657,375 - 87,334 245,605 26,155,955

Balance as at 31 December 2017 - 45,158,690 10,501,149 1,346 1,528,228 6,150,000 1,071,761 737,744 65,148,918

Nl
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STAFF STRENGTH 2017 2016
(Number )
Permanent 88 81
Temporary / contractual 30
Group's own staff strength at end of the year 118 86
Outsource 4 31
Total staff strength 122 117
DEFINED BENEFIT PLAN

General Description

General description of the holding company’s defined benefit plan and accounting policy for recognising actuarial gains
and losses is disclosed in note 5.13.1 to the consolidated financial statements.

Principal actuarial assumptions

The latest actuarial valuation for defined benefit plan scheme was carried out as at 31 December 2017 using the
Projected Unit Credit method (PUCM). The following significant assumptions were used for the actuarial valuation:

2017 2016

(Percent per annum)
Discount rate 8.2§5 8.00
Expected rate of increase in salary levels 8.25 8.00
Expected rate of return on plan assets 8.25 8.00

Mortality rates assumed were based on the SLIC 2001-2005 mortality table.

The expected return on plan assets is based on the market expectations and depends upon the asset portfolio of the
holding company, at the beginning of the period, for returns over the entire life of the related obligation.

Reconciliation of amount payable to defined benefit plan 2017 2016
Note (Rupees in '000)

Present value of defined benefit obligation 33.3 141,181 118,450

Fair value of plan assets 335 (148,490) (118,504)
334 (7,309) (54)

Movement in the defined benefit obligation over the year is as follows:

Present value of obligation as at January 1 118,450 111,643
Current service cost 17,028 16,728
Interest cost 9,376 10,254
Benefits paid (2,505) (18,210)
Actuarial loss on remeasurment of obligation (1,168) (1,965)
Present value of obligation as at 31 December 141,181 118,450
Movement in payable to defined benefit plan: 2017 2016
Note (Rupees in '000)
Opening liability 54 8,961
Expense for the year 33.8 16,388 16,283
Other Comprehensive Income (7,758) 1,529
Contributions to the fund (15,885) (26,827)
Closing liability (7,309) (54)
S
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33.5 Movement in the fair value of plan assets is as follows: 2017 2016
Note (Rupees in '000)
Fair value of plan assets as at | January 118,504 102,682
Expected return on plan assets 10,016 10,699
Contributions 15,885 26,827
Benefits paid (2,505) (18,210)
Actuarial gain on remeasurement of plan assets 6,590 (3,494)
Fair value of plan assets as at 31 December 33.7 _ 148,490 118,504
33.6  Actual return on plan assets during the year was Rs. 16.606 million (2016: Rs. 7.205 million).
33.7 The plan assets are comprised as follows:
2017 2016 2017 2016
Note  Rating Rating (Rupees % (Rupees %
in '000) in '000)
Market Treasury Bills - - - - - -
Pakistan Investment Bonds Unrated  Unrated 9,157 6.17 15,502 13.08
Special Saving Certificates (SSCs)  Unrated  Unrated 24,386 16.42 61,127 51.58
Term Deposit receipts Unrated - 95,301 64.18 25,145 21.22
Term Finance Certificates
- WorldCall Telecom Limited D D 804 0.54 812 0.69
Certificate of Investments 33.7.1 Unrated Unrated 18,828 12.68 13,969 11.79
Bank balance Unrated  Unrated 14 0.01 1,949 1.64
148,490 __  100.00 118504 __ 100.00
33.7.1 These include Certificate of Investment held with the holding company. These carry mark-up at rates 6.15 (2016: 6 to
6.15) percent per annum.
33.8 The amount recognised in the profit and loss account is as follows: 2017 2016
Note (Rupees in '000)
Current service cost 17,028 16,728
Net Interest (640) (445)
Expected return on plan assets - -
Actuarial loss recognised - -
16388 16283
33.9  Actuarial (losses) / gains
Net unrecognised actuarial (losses) / gains as at | January - -
Actuarial loss on remeasurement of obligation 33.9.1 1,168 1,965
Actuarial gain on remeasurement of plan assets 33.9.1 6,590 (3,4949)
7,758 (1,529)
Actuarial loss recognised in:
- Other comprehensive income (7,758) 1,529

- Profit and loss account
Net unrecognised actuarial (losses) / gains as at 31 December

\et-
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Actuarial loss / (gains) on remeasurement of obligation / plan assets comprise of:

Actuarial loss / (gain) on remeasurement of

Obligation Plan assets
2017 2016 2017 2016
(Rupees in '000) (Rupees in '000)
Demographic assumptions - - - -
Financial loss (163) (1,091) - -
Experience adjustment (1,005) (874) (6,590) 3,494
1,168 1,965 6.590) ___  3.494
Sensitivity analysis Impact on defined benefit obligation
Change in  Increasein Decrease in
assumption assumption assumption
% (Rupees in '000)
Discount rate 1 (12,203) 14,154
Salary growth rate 1 14,730 (12,905)
Maturity profile of defined benefit obligation
Benefit payments 2017 2016
Distribution of timing of benefit payments (Rupees in '000)
Years
1 4,988 4,676
2 4,980 4,363
3 4,875 4,251
4 47,280 36,448
5 11,602 3,276
6to 10 37,279 24,802
11 and above 259,843 241,592
The expected gratuity contribution for the next year ending 31 December 2018 works out to Rs, 17.881 million.
The average duration of the benefit obligation at 31 December 2017 is 9.34 years (2016: 9.88 years).
DEFINED CONTRIBUTION PLAN
The Group also operates a provident fund scheme for all its permanent employees.
2017 2016
Contribution to the fund made during the year by the holding company (Rupees in '000)
Contribution from the holding company 16,756 16,550
Contribution from the employees of holding company 16,756 16,550
33,512 33,100
Contribution to the fund made during the year by the subsidiary company
Contribution from the subsidiary company 1,705 1,349
Contribution from the employees of subsidiary company 1,705 1,349
\d.(\ \ 3,410 2,698
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COMPENSATION OF DIRECTORS AND EXECUTIVES

Chief Executive Non-Executive Directors Executives
2017 2016 2017 2016 2017 2016
(Rupees in '000)

Fees / remuneration - - 3 23,367 18,854 - -
Managerial remuneration 113,984 67,063 - - 248,977 236,366
Charge for defined benefit plan 2,879 2,255 - - 13,364 13,857
Contribution to defined contribution plan 3,323 2,658 - - 15,112 ~. 14,080
Medical 782 730 - - - -
Utilities 2,659 1,842 - - 2,089 2418
Membership fee 184 181 - - 56 37
Others 1,389 1,313 - 2,497 4,149

125,200 76,042 23,367 18.854 282,095 270.907
Number of persons 1 1 5 % % 75 80

The managing director and certain exccutives are provided with free use of holding company’s maintained cars. Executive means employees
other than managing director and directors, whose basic salary exceeds five hundred thousand rupees in a financial year.

It includes particulars of Chief executive and executives of POAMCL .

FAIR VALUE OF FINANCIAL INSTRUMENTS

The fair value of traded investments is based on quoted market prices, and has been disclosed in note 9. Unquoted equity investments, other than
investment in associates are determined on the basis of break-up value of these investments as per the latest available audited financial
statements. The provision for impairment of investments has been determined in accordance with the Group's accounting policy as stated in notes
2.3 and 5.4 to these consolidated financial statements.

Fair value of fixed term loans, other assets, other liabilities and fixed term deposits cannot be calculated with sufficient reliability due to the
absence of current and active market for such assets and liabilities and reliable data regarding market rates for similar instruments. The provision
against advances has been calculated in accordance with the holding company's accounting policy as stated in note 2.3 & 5.6.2.

The re-pricing profile, effective rates and maturities are stated in notes 40.3.2 and 40.6.1 respectively.

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

On-balance sheet financial instruments 2017 2016
Book value Fair value Book value Fair value
(Rupees in '000)
Assets
Cash and balances with treasury banks 170,000 170,000 88,909 88,909
Balances with other banks 2,043,137 2,043,137 1,684,442 1,684,442
Lendings to financial institutions 2,038,288 2,038,288 935,826 935,826
Investments - net 40,403,976 40,427,414 20,860,575 20,959,087
Advances - net 18,790,501 18,790,501 14,837,460 14,837,460
Other assets 487,178 487,178 399,021 399,021
63,933,080 63,956,518 38,806,233 38,904,745
Liabilities
Borrowings 45,158,690 45,158,690 25,150,898 25,150,898
Deposits and other accounts 10,501,149 10,501,149 5,342,975 5,342,975
Liabilitics against assets subject to finance lease 1,346 1,346 1,671 1,671
Other liabilities 1,512,789 1,512,789 870,853 870,853
57,173,974 57,173,974 31,366,397 31,366,397
6,759,106 6.782.544 7.439.836 7.538.343

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

Federal Government Securitics PKRYV rates (Reuters page)

Listed securities Market prices

Mutual funds Net asset values

Unlisted equity investments Break - up value as per latest available audited

financial statements.

Fair value of fixed term advanees of over one year, staff loans and fixed term deposits of over one year cannot be caleulated with sufficicnt
reliability due to non - availability of relevant active market for similar assets and liabilities. The provision for impairment of debt securities and
loans and advances has been caleulated in accordance with the accounting palicies of the Group.

The carrying value of all financial assets and liabilities in the financial statements approximate to their fair values except for certain investment in

an associate



363 The table below analyses financial instruments measured at the cnd of the reporting period by the level in the fair value hicrarchy into which the fair value measurement is catcgorised:

On bal sheet financlal Instruments 31 December 2017
Fair value
Note HFT Available for HT™ Loans and  Other financial  Other financlal Total Level 1 Level 2 Level 3 Total
sale recelvables assets liabilities
(Rupees In '000)
Financial assets measured at falr value
- Investments
Government Sccuritics 23,851,239 11,670,376 - - - - 35,521,615 - 35,521,615 - 35,521,615
Listed Term Finance Certificates 25,379 1,037,695 - - - - 1,063,074 1,063,074 - - 1,063,074
Unlisted Term Finance Certificates 214,995 1,299,982 - - - - 1,514,977 - 1,514,977 - 1,514,977
Sukuk Certificates - 762,599 762,599 - 762,599 - 762,599
Commecrcial Papers 47,479 47,479 47,479 47,479
Listcd shares 4,418 74,696 - - - - 79,114 79,114 - - 79,114
- Associatcs
Listed shares - - - - - - - 23,438 - 23,438
Mutual funds - - - - 826,873 - 826,873 - 826,873 - 826,873

Financial assets not measured at fair value

- Cash and bank balances with trcasury banks 36.3.1 - - - 170,000 - - 170,000
- Balances with other banks 36.3.1 - - - 2,043,137 - - 2,043,137
- Lending to financial instruments 36.3.1 - - - 2,038,288 - - 2,038,288
- Unlisted shares 36.3.1 - 226,000 - - - - 226,000
- Associates - unlisted shares 36.3.1 - - - - 362,245 - 362,245
- Advances 36.3.1 - - - 18,790,501 - - 18,790,501
- Other asscts 36.3.1 - - - - 487,178 - 487,178

24,096,031 15,118,827 - 23,041,926 1,676,296 - 63,933,080

Financial liabilities not measured at fair value

- Borrowings from financial institutions 36.3.1 - - - - - 45,158,690 45,158,690
- Deposits and other accounts 36.3.1 - - - - - 10,501,149 10,501,149
- Liabilitics against asscts subject to finance lcasc 36.3.1 - - - - - 1,346 1,346
- Other liabilitics 36.3.1 - - - - - 1,512,789 1,512,789

- - - - - 57,173,974 57,173,974

\44\“11"



On balance sheet financial instruments

Financial assets measured at fair value
- Investments
Government Securities
Listed Term Finance Certificates
Unlisted Term Finance Certificates
Sukuk Certificates
Listed shares

- Associates
Listed shares
Mutual funds

Financial assets not measured at fair value
- Cash and bank balances with treasury banks
- Balances with other banks
- Lending to financial instruments

- Unlisted shares

- Associates - unlisted shares
- Advances
- Other assets

i1

Financial liabilities not measured at fair value

- Borrowings from financial institutions
- Deposits and other accounts

- Liabilities against assets subject to finance lease

- Other liabilities

Note

36.3.1
36.3.1
36.3.1
36.3.1
36.3.1
36.3.1
36.3.1

36.3.1
36.3.1
36.3.1
36.3.1

i) i 1 u) b u) = a —) - ) ,.
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:
31 December 2016
Fair value
HFT Available for HTM Loans and Other financial ~ Other financial Total Level 1 Level 2 Level 3 Total
sale receivables assets liabilities
(Rupees in '000)
3,437,225 12,860,852 - - - - 16,298,077 - 16,298,077 - 16,298,077
25,187 683,612 - - - - 708,799 708,799 - - 708,799
- 678,322 - - 678,322 . 678,322 - 678,322
970,626 - - - - 970,626 - 970,626 - 970,626
40,291 660,104 - - - - 700,395 700,395 - - 700,395
2 - - - 98,512 - - 98,512
- a % - 920,018 920,018 - 920,018 - 920,018
- 88,909 - 88,909
- 1,684,442 - 1,684,442
= 935,826 - 935,826
- 226,000 - 226,000
- 358,338 - 358,338
- 14,837,460 - 14,837,460
& 399,021 - 399,021
3,502,703 16,079,516 - 17,546,637 1,677,377 - 38,806,233
& 2 - - 25,150,898 25,150,898
- = . - - 5,342,975 5,342,975
’ - 2 - 1,671 1,671
& = a - 870,853 870,853
2 E : - 31,366,397 31,366,397

The Group measures fair values using the following fair value hicrarchy 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.

Level 2: Fair value measurements using inputs other than quoted prices included within Level | that are observable for the assets or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).

Level 3: Fair value measurements using input for the asset or liability that are not based on observable market data (i.e. unobservable inputs).

\(:\-m'\-

36.3.1 The Group has not disclosed the fair values for these financial assets and liabilities, as these are for short term or reprice over short term. Therefore their carrying amounts are reasonable approximation of fair value.
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SEGMENT ANALYSIS WITH RESPECT TO BUSINESS ACTIVITIES

The segment analysis with respect to business activity is as follows:

2017

Total income
Total expenses
Net (loss) / income

Segment assets (Gross)

Segment non-performing advances
Investments provided for

Segment provision required *
Segment liabilities

Segment return on net assets (%)
Segment return on assets (ROA) (%)
Segment cost of funds (%)

2016

Total income

Total expenses

Net (loss) / income

Segment assets (Gross)

Segment non-performing advances
Investments provided for

Segment provision required*
Segment liabilitics

Segment return on net assets (%)

Segment return on assets (ROA) (%)
Segment cost of funds (%)

Corporate  Trading&  Commercial Asset
finance sales banking management
(Rupees in '000) <
15,120 2,743,134 1,474,173 76,603
91,829 2,376,330 1,083,352 122,567
(76,709) 366,804 390,821 (45,964)
- 45,615,279 20,267,339 910,964
- - 964,378 -
- 921,482 - -
- 697,700 875,260 -
- 38,454,687 18,091,346 643,380
- 5.68% 30.05% -17.18%
- 0.82% 2.02% -5.05%
- 5.28% 5.02% -
13,207 2,038,750 1,140,517 69,110
93,083 850,052 1,135,766 72,038
(79,876) 1,188,698 4,751 (2,928)
- 24,902,262 16,451,501 338,855
- - 1,218,843 -
- 921,482 - -
- 778,034 1,065,278 -
- 18,438,620 12,906,537 21,240
- 20.91% 0.19% -0.92%
- 4.93% 0.03% -0.86%
- 4.75% 4.74% -

* The provision against each segment represents provision held in advances and investments.

(N
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38 RELATED PARTY TRANSACTIONS

3

" The Group has related party relationship with its associates, employee benefit plans, company having
common directors and its key management personnel (including their associates). The details of
investments in associates are stated in note 9 to these consolidated financial statements.

)

Contributions to the accounts in respect of staff retirement benefits are made in accordance with
actuarial valuation / terms of the contribution plan. Remuneration of the key management personnel
are in accordance with the terms of their employment. Advances are given to employees as per the
Group's Policy. Transactions with other related parties are carried out on commercial terms and as per
market rates.

= TG B

The nature of the relationships and transactions with related parties, other than those which have been
specifically disclosed elsewhere in the consolidated financial statements are as follows:

=Y

]‘1

38.1  Associates

Japan Power Generation Limited

Pak Oman Microfinance Bank Limited
Pak Oman Advantage Islamic Income Fund

Pak Oman Islamic Asset Allocation Fund
Pak Oman Advantage Asset Allocation Fund

] =3 |

=

Pak Oman Government Securities Fund

@ Askari High Yield Scheme
Askari Equity Fund

- Askari Asset Allocation Fund

r Askari Sovereign Yield Enhancer

E Askari Sovereign Cash Fund

] Askari Islamic Asset Allocation Fund
Askari Islamic Income Fund

B 38.2 Key management personnel

é All heads of departments
Directors

8 38.3 Retirement benefit fund

é Defined benefit plan

Defined contribution plan

38.4  Other related party

Orient Power Company (Private) Limited

\aport™”
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38.5

The volumes of related party transactions, outstanding balances at the year end, and related expense and income for the year are as follows:

2017 2016
Nature of related party As at Given Repaid As at As at Given Repaid As at
transaction January during during December January during during December
1, 2017 the year the year 31,2017 1,2016 the year the year 31,2016
(Rupees in '000)
Investments
Associates 1,278,356 - (89,238) 1,189,118 923,595 354,761 - 1,278,356
Other related parties 226,000 - - 226,000 226,000 - - 226,000
1,504,356 - 89.238 1,415,118 _1.149.595 354,761 - 1,504,356
Advances
Associates 68,200 - - 68,200 68,200 - - 68,200
Key Management personnel 36,040 9,221 (12,862) 32,399 49,225 4,497 (17,682) 36,040
Other related parties 150,533 - (36,301) 114232 182,429 - (31,896) 150,533
254,773 9,221 (49,163) 214,831 299,854 4,497 (49,578 254,773
Deposits
Associates 174,700 1,300,000 (1,024,700) 450,000 535,926 896,437  (1,257,663) 174,700
Key Management personnel 1,610 12,549 (12,991) 1,168 2,149 12,906 (13,445) 1,610
Retirement benefit fund 28,540 271,027 (262,941) 36,626 5,358 159,879 (136,697) 28,540
204,850 1,583,576 {1,300,632) 487,794 543,433 1069222 1,407,80 204,850
2017 2016
(Rupees in '000)
Other receivable
Gratuity fund 7,309 54
Management fee receivable from associates 71,558 9,098
Management fee received from associates 61,966 13,844
Mark-up income
Key Management personnel 1,497 1,669
Other related parties 11,869 15,322
Dividend income
Associates 32,459 30,966
Other related parties 45,200 45,200
Mark-up expense on deposits
Associates 25,656 21,613
Key Management personnel 69 115
Retirement benefit fund 3,306 1,595
Expenses for the year
Remuneration to key management personnel 263,569 192,787
Non-executive director’s fee / remuneration 23,367 18,854
Charge for defined contribution plan 18,461 17,899
Charge for defined benefit plan 16,388 16,283
Other comprchensive income
Retirement benefit fund 7,758 (1,529)
Outright sale of Government Securitics
Associates 955,316 5,493
Key Management personal - -
Retirement benefit fund 2,033 323,918
Outright purchase of Government Securities
Retirement benefit fund 2,033 423,027
Capital gain on Goevernment Securities
Associates 3,199 550
Retirement benefit fund ) 1
Capital gain on shares & Mutual Funds
Associates - 67,582

g™
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39.1

39.2

CAPITAL ADEQUACY
Capital management policies and procedures

The Group’s objéctives when managing capital are: .
A
- to comply with the capital requirements set by the regulators of the Group;
- to safeguard the Group’s ability to continue as a going concern so that it can continue to provide returns for shareholders
and benefits for other stakeholders; and ~
- to acquire, develop and maintain a strong capital base to support the development of its business. '

Capital adequacy and the use of regulatory capital are monitored frequently by the Group’s management, employing techniques
based on the guidelines issued by State Bank of Pakistan (SBP).

~

SBP requires each development financial institution to: (a) hold the minimum level of the regulatory ca}'ital of Rs. 6 billion as at 31
December 2009 and in future periods till further notification issued by SBP, and (b) maintain a ratio of total regulatory capital to the
risk-weighted asset as per the CAMELS Rating assigned to the institution or above the minimum prescribed level of 10%.

Capital Structure
The Group’s regulatory capital is divided into three tiers:

- Common Equity Tier 1 capital (CET1), which includes fully paid up capital (including the bonus shares), balance in share
premium account, general reserves, statutory reserves as per the financial statements and net unappropriated profits after all
regulatory adjustments applicable on CET1 (refer note 39.3)

Additional Tier 1 Capital (AT1), which includes perpetual non-cumulative preference shares and Share premium resulting from the
issuance of preference shares balance in sharc premium account after all regulatory adjustments applicable on AT1 (refer note 39.3).

Tier 2 capital, which includes Subordinated debt/ Instruments, share premium of issuance of Subordinated debt/ Instruments, general
provisions for loan losses (up to a maximum of 1.25 % of credit risk weighted assets), Net of tax reserves on revaluation of fixed
assets and equily investments up to a maximum of 45 % of the balance and foreign exchange translation rescrves after all regulatory
adjustments applicable on Tier-2 (refer note 39.3).

The risk-weighted assets are measured by means of a hicrarchy of five risk weights classified according to the naturc of and
reflecting an estimate of credit, market and other risks associated with each asset and counterparty, taking into account any eligible
collateral or guarantecs. A similar trcatment is adopted for off-balance shect exposure, with some adjustments to reflect the more
contingent nature of the potential losses.

The Group calculates capital requirement as per Basel 111 regulatory framework, using the following approaches:

- Credit risk Standardized approach
- Market risk Standardized approach
- Operational risk Basic indicator approach

The table refer in note 39.3 summarizes the composition of regulatory capital and the ratios of the Group for the year ended 31
December 2017.

Scope of application

The Basel 111 Framework for capital adequacy is applicable to the Company both at the consolidated level (including subsidiaries)
and also on standalone basis. Pak Oman Investment Company Limited is the only Company in the Group to which Basel III capital
adequacy framework applies.

The Group's CAR as at 31 December 2017 was 19.72% of its risk weighted exposure.

The calculation of capital adequacy enables the DFIs' to assess the long term soundness. The Group has successfully managed in the
past and will in the future its Capital requirements/ nceds. Bascd on the directives of the Board, the Group has built a healthy
portfolio of assets and liabilities focusing on quality. CAR of 19.72% demonstrates that the Group is geared to absorb major risks /
shocks in the present market scenario. The Group meets its capital needs through clean placements (LOP & COI) and short and long
term lines from commercial institutions.

The capital adequacy ratio of the DFI was subject to the Basel 111 capital adequacy guidclines stipulated by the State Bank of
Pakistan through its circular BPRD Circular No. 06 of 2013 dated 15 August 2013. These instructions are effective from 31
December 2013 in a phased manner with full implementation intended by 31 December 2019,

\/_'6‘\'\7\\—‘



393 Capital Adequacy Ratio (CAR) disclosure template: 2017 2016
(Rupees in '000)
__Amount ][ _Amount |
Rows # Common Equity Tier 1 capital (CET1): Instruments and reserves
1 Fully Paid-up Capital/ Capital deposited with SBP 6,150,000 6,150,000
2___|Balance in Share Premium Account_ - -
3 |Reserve for issue of Bonus Shares Y - -
4 Discount on Issue of shares - -
5 General/ Statutory Reserves 1,071,761 984,427
6 Gain/(Losses) on derivatives held as Cash Flow Hedge - - -
7___|Unappropristed/unremitted profits/ (losses) 737,744 984,139
8  |Minority Interests arising from CET] capital instruments issued to third parties by consolidated bank
subsidiaries (amount allowed in CET1 capital of thé consolidation group) 3,859 4,545
9 CET 1 before Regulatory Adjustments 7,963,364 8,123,111
10__ |Total regulatory adjustments applied to CET1 (Note 39.3.1) 2,227,644 1,062,309
11 [Common Equity Tier 1 ~ 5,735,720 7,060,802
Sa
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 (amount allowed
in group AT 1) - -
16 of which: instrument issued by subsidiaries subject to phase out -
17 AT]1 before regulatory adjustments
18 |Total regulatory adjustment applicd to AT1 capital (Note 39.3.2) 1,767,906 535,740
19 |Additional Tier 1 capital after regulatory adjustments - -
20 Additional Tier 1 capital recognized for capital adequacy - -
24 Tier 1 Capital (CET1 + admissible AT1) (11+20) 5,735,720 7,060,802
Tier 2 Capital
22 |Qualifying Tier 2 capital instruments under Basel III plus any related share premium - -
23 |Tier 2 capital instruments subject to phase-out amrangement issued under pre-Basel 3 rules - -
24 |Tier 2 capital instruments issued to third partics by consolidated subsidiaries (amount allowed in group tier| *
2) 160 61
25 of which: instrumcnts issued by subsidiarics subject to phase out - -
26  |General provisions or general rescrves for loan losses-up to maximum of 1.25% of Credit Risk Weighted
Assets 213 73
27 Revaluation Reserves (net of taxes) -
28 of which: Revaluation reserves on fixed asscts -
29 of which: Unrcalized gains/losses on AFS 7,247 231,140
30 |Foreign Exchange Translation Rescrves - -
31 Undisclosed/Other Reserves (if any) - -
32 T2 before regulatory adjustments
33 Total regulatory adjustment applied to T2 capital (Note 39.3.3) 1,657,052 383,507
34 |Tier 2 capital (T2) after regulatory adjustments - -
35 |Tier 2 capital recognized for capital adequacy - -
36 |Portion of Additional Tier | capital recognized in Tier 2 capital - -
37 Total Tier 2 capital admissible for capital adequacy - -
38 TOTAL CAPITAL (T1 + admissible T2) (21+37) 5,735,720 7,060,802
39 Total Risk Weighted Assets (RWA) {for details refer Note 39.6}) 29,092,250 25,079,553
Capital Ratios and buffers (in percentage of risk weighted assets)
40 |CETI to total RWA 19.72% 28.15%
41 Tier-1 capital to total RWA 19.72% 28.15%
42 |Total capital to total RWA 19.72% 28.15%
43 |Bank specific buffer requirement (minimum CET1 requirement plus capital conservation buffer plus any - -
other buffer requirement)
44 of which: capital conservation buffer requirement - -
45 of which: countercyclical buffer requirement - -
46 of which: D-SIB or G-SIB buffer requirement - -
47 |CETI available to meet buffers (as a percentage of risk weighted assets) - -
National minimum capital requirements prescribed by SBP
48 CET1 minimum ratio 6.0% 6.0%
49 Tier 1 minimum ratio 7.5% 7.5%
50  |Total capital minimum ratio 11.28% 10.65%
\&‘\’T’A\'-
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holding is Less than 10% of the issued common sharc capital of the cntity

of which: R d portion of i in capital of banking, financial and i entitics where

holding is more than 10% of the issucd common share capital of the entity

Amounts below the thresholds for deductlon (before risk welghtin

38

39

Non-significant investments in the capital of other fin.ancial entitics
Significant investments in ths common stock of tinancial catitics

40

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

Applicable caps on the Inclusion of provistons in Tier 2

41

42

application of ea

Provisions cligible for inclusion in Tier 2 in respest of exposures subject to standardiced approach (prior lo

Cap on inclusion of provisions in Ticr 2 under standardized approach

449

Provisions cligible for inclusion in Ticr 2 in respect of exposures subject to internal ratings-based approach

(prior to application of cap)

44

Cap for irclusion of provisions in Ticr 2 under intermal ratings-hased approach

\"p r—

2017 2016
upees In '000)
Regulatory Adjustments and Additlonal Information Amount Amounts Amount | Amounts subject
subject to Pre- to Pre- Bascl LIl
Basel 111 treatment®
treatment®
Note 39.3.1 Common Equity Tler | eapital: Regulstory adjustments

] Goodwill (net of retated deferred tax liability) ) 263,632 |

2| All ther intangibles (net of any associated deferred tax lsbility) %07 136

3 Shortfall in provisions against classified assets L " ———————-—

4 Deferred tax sssets that rely on future profitability excluding those arising from temporary differences (net of ] |
retated tax liability) —————am H ez —e—- 4

H Defined-benefit pension fund net assets 5847 _ . _ . _. R R _————

(] Reciprocal cross holdings in CET1 capital instruments of banking, financial and { e entities e ——

7 Cash flow hedgereseeve 0000000000000y d

8 Investment in own shares/ CET instruments

9 Securitization gain on sle

10 Capital shortfall of regulated subsidiarics

11 Dcficit on account of revaluation from bank's holdings of fixed asscts’ AFS - e LI RPN -

12 1 in the capital § of benking, financial and i entitics that are outside the scope of 38,687 ~1 - -
regulatory consolidation, where the bank docs nol own more than 10% of the issucd share capitzl (amount ~d N |

 |sbovelO%threshold) ———- - —r—emeed]

13 Significant & inthe stocks of banking, financisl and § entitics that zre outside the 149,668 - i - "
scopo of regulatory consotidation (amount above 10% threshotd) 00 0001 . —_———- > oo

14 Deferred Tax Asscts arising from temporery diflcrences (amoust above 10% threshold, net of rolated tax 1 !
bty J P |

15 Amount exceeding 15% threshold Y 7Y 6_ 1432647

16 of which: significant investments in the common stocks of financial entitics 693 - 1 _______ =. _"

17 of which: deferred tax assets arising from temporary differences 464 | 1273619, _ ._1,532&47 .

18 National specific regulatory adjustments applicd to CETI capital

19 Investments in TFCx of other banks cxceeding the prescribed limit - $25203 | . _ . 3_5&0.3_]

20 Any other deduction specificd by SBP (mention details) - ——— e Jd

21 Adjustment to CET| Jue to insufficient AT and Ticr 2 to cover deductions 1,767,746 | 835,740 |

22 Total regulatory adjustments applied to CET1 (sumof 1 10 21) 2,227,644 | 1,062,309 |

Note 39.3.2 Additional Tier-1 & Tier-1 Capital: regulatory adfustments

23 Investment in mutual funds exceeding the prescribed limit [SBP specific adjustment] -

24 Invesiment in own AT1 capital instruments -

25 Reciprocal cross holdings tn Additional Tier 1 capital instruments of banking, financial and i cntitics -

2 Investments ia the capital instruments of banking, inancial and insurance catities that are outside the $cope of - ] 1
regulstory consolidation, where the bark docs not own more than 10% of the fssucd share capital (amount i i
above 10% threshold) 00000000 —_— . :

27 Significant investments in the capiial & of barking, financial and & crtitics that arc outside the N 1 a
scope of tegulatory consolidation ———————- _! ——— e ,_!

28 Portion of deduction epplicd 50:50 to Ticr-1 and Tier-2 capital based on pre-Bascl 111 treatment which, during 118,912 1 383,507 |
transitional period, remsin subject to deduction from additional tiegel capital | . . N S R 4

29 Adjusiments to Additional Tier 1 due to insu(ficicnt Tier 2 to cover deductions 1,648,994 - 152233 -

30 Total rogulatory adjustment applied to AT ] capital (sum of 23 to 29) 1,761,906

Note 39.3.3 Tier 2 Capital: regulatory adjustments 0 o e e— ey

3 Portion of deduction applicd 50:50 to Ticr-1 and Ticr-2 capital based on pre-Bascl 111 treatment which, during 118,912 i 383,507 i
transitional period, remain subject to deduction fomtier-2¢apial 000000} 0000y et U

32 Recipracal cross holdings in Tier 2 instrumeuts of banking, financial and insurance entitics -

33 Investment in own Ticr 2 capital instruinent LN U SR N -

34 Investments in the capital instruments of banking, financial and i entitics that are outside the scope of 1,438,140 - ] - -
regulatory consolidatinn, where the bank docs nol own more than 10% o the issucd share capital (smuunt i i
sbove 10% threshold) . H e .

35 Sigrificant investmants in the capital instruments issucd by banking, financial and & ¢ entities that are 80,000 ! _!
outsids the scope of regulatory gonsotidation 0\ 00000\ PO R I L Jd

36 Total regulatory adjustment applied to T2 capital (sum of 31 to 35) 1,657,052 383,507

2017 2016
{Rupees in '000:
Note 39.3.4 Addltlonal Informatlon Amaunt l Amount I
Risk Welghted Assets subject to pre-Basel 111 teeatment

37 Risk weighted assets in respect of deduction items (which during the transitional period will be risk weighted - -
subject to Pre-Basel 11 Treatment)

(i) of which: deferred tax asscts - -

(i) of which: Defined-benefit pension fund nst assets - -

(i) of which: R ized portion of i t in tapital of banking, financial and i cntitics where - -



Balance sheet of |Under regulatory|

Table: 39.4.1
the pablished scope of
statements
A1 at period end | As at perfod end
(2) Q)
N 170000 170000
Y 2,043,137 2,043,137
2,038,288 2,038,288 |
40,403,976 40,403,976
18,790,501 18,790,501
355214 355,214
510,857 510,857
908,649 908,649
—esan0en2|  esazoen|
Lisbilitles & Equ
Bills Enﬁlc L) >
Borrowings 45,158,690 | 45,158,630
Deposits and other accounts ~10,501,149 10,501,149
Sub-ordinated loans ~a - e -
Liabilitics against asscts subject to finanice lease 1,346 1,346
Deferred tax lisbilities - -]
Other lisbilitics 1,528,228, 1,528,228
Tots) liabflities $7,189413 ) _ 57,189.413 |
Share capitaV/ Head office c2pital sccount 6,150,000 | 6,150,000
Rescrves 1,071,761 1,071,761
Unappropriated/ Unremitted profit/ (losses) 737,744 737,744
Minority Interest 8,142 8,142
Surplus on revaluation of assets 63,562 63,562
Total linbilitles & equity 65.220,622 @20:622
Table: 39.4.2 Balance sheet as | Under regulatory] Reference
to publistied scope of
statemeants
at od end | As at nd
Assets [0)] 2) 3) [0)]
Cash and balsnccs with treasury banks 170,000 170,000
Bzlanced with other banks 2,043,137 2,043,137
Lending to financial institutiong 2,038,288 2,038,288
Investments 40,403,976 40,403,976
of which: Non-significant investments in the capital i of banking, financial and i) entities ding 10% threshold a
of which: significant investments in the capltal instruments issued by banking, financial and insurance entities exceeding regulatory threshold b
of which: Mutual Funds exceeding regulatory threshold c
of which: reciprocal holding of capital inst { (separate for CETI, ATI, T2) d
of which: others (mention details) [
Advances 18,790,501 18,760,501
skortfall in provisions/ excess of total EL umount over eligible provisions under IRB ]
general provisions reflected in Tier 2 capital P |
Fixed Assets 355,214 355,214
Deferred Tax Assets 510857 510,887
of which: DTAs that rely on fiture profitability excluding those arising from temporary differences h |
of which: DTAs arising from tem, differences exceeding regulatory threshold i ]
Other asscts 908,649 908,649
of which: Goodwill i
of which: Intangibles k
of which: Defined-benefit pension fund net assets 1

Total assets

65,220,622 65,220,622

Liabflitles & Equity

Bills pavable

\WL’

Borowings 45.158,690 45,158,690
Deposits and other accounts 10,501,149 10,501,149
Sub-ordinated loans - -
of which: eligible for inclusion in AT m |
of which: eligible for inclusion in Tier 2 n
Liabilitics agsinst asscts subject to finance lease 1,346 1,346
Deferred tax liabititics - -
of which: DTLs related to goodwill o
of which: DTLs related to intangible assets B
of which: DTLs related to dcfined pension fund net assets q
of which: other deferred tax liabilities t
Other liabilitics 1,528,228 1,528,228
Tolal Hiabilities $7,189,413 57,189,413
Share capital 6,150,000 6,150,000
of which: amount eligibie for CET! 6,150,000 6,150,000 s I
of which: amount eligible for ATI t
Reserves 1,071,761 1,071,761
of which: portion eligible for inclusion in CETI(provide breakup}) 1,071,761 1,071,761 u
of which: portian eligible for inclusion in Ticr 2 v
Unappropriated profit! (losscs) 737,744 737,744 w
Minority laterest 8,142 8,142
of which: portion eligible for inclusion in CET! . X
of which: portion cligible for inclusion in AT y
of which: portion eligible for inclusion in Ticr 2 z
Surplus on revaluation of asscts 63,562 63,562
of which: Revaluation reserves on Fixed Assets
of which: Unrcalized Gains/Losses on AFS 63,562 63,562 aa
In case of Deficit on revaluation (deduction from CETI) ab
Total labilities & Equity 65,220,622 65,220,622



Basel 111 Disclosure Template (with added column)
Table: 39.43 Component of | Source based on
regulatory reference
capital reported | aumber from
[ by bk step 2
Common Equity Tier | capital (CET1): Instruments and
1__|Fully Paid-u ital/ Capital ited with SBP 6,150,000 | (0]
2 |Balance in Share Premium Account .
3_IRescrve for issuc of Bonus Shares ) -
4 _|GenersV/ Statistory Rescrves ' 1,071,76} (u)
$__|Gain/(1.osses) on derivatives held as Cash Flow Fedge .
6 _|Unappropristed/unremitted profite/ (losses) 737,744 (w)
7 |Mirority Intcrests srising from CET capital instruments issued to third party by tidated bank subsidiaries ( flowed in CET1 capital of the 3,859 (x)
consolidation grou; A
8 [CET 1 before Reguistory Adjustments
Common 14 {131 atory adjnstment
9 _|Goodwill (net of related deferred tax lisbility) 263,632 (-(0) |
10 _| All other intangibles (net of any associated deferved tax libility) 907 o-(p) |
11 _|Shonfall of provisions against classified assets - 0
12| Deferred tax assets that rely on future profitability excluding thosc arising from temporary differences (net of related tax liabitity) - ) -(r) *x% |
13 _}Dcfined-benefit pension fiund nct asscts 38471 {()-(q)} *x% |
14_{Reciprocal cross holdings in CET! capital instruments ~— - _{d)
15 _{Cash Aow hedge rescrve i . :
16 _{Investment in own sharce/ CET1 instruments -
17_|Securitization gain on sale -
18 {Capital shontfall of regulated subsidiaries -
19 _|Deficit on account of revaluation from bank's holdings of fixed asscts/ AFS - 2b!
20 |lnvestments in the capital i of banking, fi ial and i entitics that are outside the scope of regulatory consolidation, where the bank 38,687 | (a)-(zc)-(2c)
docs not own more then 10% of the issued share cspital (amount above lo‘/. threshold
21 |Sigrificant investments in the capital issucd by bunking, fi ] and entitics that are outside the scopc of regulatory 149,668 | () -(ad)-(af)
consolidation (smount above 10% threshold)
22_|Deferred Tax Assets arising from temporary differences (smount above 10% threshold, net of related tax liability) - (i)
23 | Amount excceding 15% threshold .
24 | of which: significant investments in the common stocks of financial entitics 693
28 | ofwhich: deferred tax assets arising from te: differences 464
26 | National specific regulatory odjustments applicd to CET1 cupital -
27 | ofwhich: Investment in TFCs of other banks exceeding the prescribed limit -
28 1 of which: Any otiicr deduction specified by SBI (mention details) -
29 [Rcgulatory adjustment applicd to CET1 duc to insufficient AT and Ticr 2 to cover deductions 1,767,746
30 | Total regulatory adjustments applied to CET L (sum of 9 to 29) 2,227,644
31_|Common Equity Tier 1 5,735,720
Additiopal Tier | (AT 1) Capital
32 _|Qualifying Additional Ticr-1 instruments plus any related share premium -
3 | ofwhich: Classified as equity - ®
34 | ofwhich: Classified as liabilitics - {m)
$ _{Additional Ticr-1 cepital instnuncnts issucd by consolidated subsidiarics and held by third pastics (amount allowed in group AT 1) - [$3]
36 of which: instrument issuied by subsidizaries subject to phase out -
37 _|AT1 before regulatory adjustments -
Additional Ticer | Capital: regulatory adjustments .
38 }investment in mutual finds exceeding the prescribed limit (SBP specific adjustment) -
39 |investment in own AT capital instruments -
40 Rocggrocal :rouholdmg in Additicnal Ticr | eapital ins(r.nm:nu -
4] in the capital i of banking, fi Jand i entitics that arc outside the scope of regulatory consolidation, where the bank 28,687 (2<)
does not own more than 10% of the issucd share capital (amount nbovc IO‘/. threshold)
42 [Sigaificant investinents in the capital i issited by banking, ! and i entitics that arc outside the scope of regulatory 149,668 (ad)
consolidation
43 |Portion of deduction applied $0:50 to core capital and supplementary capital bascd on pre-Basel i1l treatment which, during transitional period, remain 118,912
subject to deduction from tier-1 capital
44_|Regulatory adjustments applicd to Additional Tier 1 duc to insufficient Tier 2 to cover deductions 1,648,994
48 |Total of fatory Adjustment applicd to AT gmnlal (sum of 38 10 44) 1,956,261
46 _|Additioaal Ticr 1 capital
417 [Additional Tier 1 capital recognized for capital adequacy : -
48 |Tier 1 Capital {CET1 + adalysibls ATH) (31+47) 5.735.7m
Tier 2 Capital
49 [Qualifving Tice 2 capital instrunictits under Bascl 01l plus any related share premium - n)
50_|Capital instrumcnts subject to phase out arrangement from tier 2 (Pre-Bascl 11l instruments) - .
S1_|Tier 2 capital instrunients issued to third by consolidated subsidiarics (amount allowed in group ticr2) 160 (z)
52 | _ofwhich: instruments issucd by subsidiarics subject to phase out -
33 JGeneral Provisions or genceal reserves for loan tosses-up to maximum of 1.25% of Credit Risk Weighted Asscts 213 ) ]
34 _JRevaluation Reserves :
55 | _of which: Revaluation reserves on fixed asscts - portion of (aa)
56 of which: Unrealized Guins/Losscs on AFS 7,247
$7_JForcign Exchange Translation Rescrves - )
38_JUndisclosed’Other Rescrves (if anv) .
39 _|T2 before regulatory adjustments .
Tier 2 Copital; regulatory adjustments
60 |Portion ufdeduction spplicd $0:50 to core ¢apital and supplementary capital bascd on pre-Basel [l treatment which, during transitional period, remain 118912
|subject to deduction from tier-2 capital
61 _{Reciprocal cruss holilings in Tier 2 instruments
62 |lnvestivent in own Tier 2 capital instrument
63 |Investnments in the capital instruments of banking, financial and insurance entities that arc outside the scope of regulatory consolidation, where the bank 1,458,140 (22)
docs not own more than 10% of the issucd share capital (amount above 1024 threshold)
64 |Significant investments in the capital i issucd by bankiny, fi ialand i entitics (that are outside the scope of tegulatory 80,000 (af)
consolidation
65_| Amount of Regulatory Adjustment applicd 1o T2 capital (sum of 60 to 64) 1.657,052
66 [Tier 2 capital (T2)
67_|[Ticr 2 capital recognized for capital adequacy
68_|Excess Additional Ticr ! capital recognized in Ticr 2 capital
69 _{Totxl Ticr 2 capital admissidle for capital adequucy -
70_[10TAL CAPITAL ('] + admissible T2) (48+69) 5,735,720 |

\eperrl



39.5 Main Features Template of Regulatory Capital Instruments

Neesor™=

1 Tissuer T T T T T T Pak Oman Investment Company Limited
2 |Unique identifier (eg KSE Symbol or Bloomberg identifier etc.) Not Applicable
Governing law(s) of the instrument N SECP _
Regulatory treatment
4 Transitional Basel 111 rules Common Equity Tier 1
5 Post-transitional Basel 11l rules Common Equity Tier 1 *~
6 Eligible at solo/ group/ group & solo Group and stand alone
7 Instrument type 7 Common shares
8 |Amount recognized in regulatory capital (Currency in PKR thousands, as of reporting - B
______ datg) _ 16,150,000., : B
9  |Par value of instrument !
10 |Accounting classification o Shareholder Equity*-
11 |Original date of issuance B o T
12 |Perpetual or dated
13 |  Original maturity date T T T
(_I;l Issuer call subject to prior supe_;i;ory approval T T T Nemawriy
15 Opticnal call date, contingent call dates and redemption amount Not Applicable |
i L_‘16' Subsequent call dates, if applicable o Not Applicable "-i
Coupons / dividends i
17 |  Fixed or floating dividend/ coupon T 7 Not Applicable
18 coupon rate and any related index/ benchmark o Not Applicable
|19 Existence of a dividend stopper -
20 Fully discretionary, partially discretionary or mandatory Fully discretionary
21 Existence of step up or other i mcentlve to redeem o -
| 22 Noncumulative or cumulative o T ~ " [Not Xp—blicable T
23 |Convertible or non-convertible " "[Not Convertible T
247 “Ifconvertible, conversion trigger s) " “[NotApplicable
25 If convertible, fully or pamally , oo N&"Aﬁﬁch—ﬁl; ST T
T26 If convertible, conversionrate 7 """|Net Applicable T -
27 If convertible, mandatory or opuax;l"égr_w-c};;d;—_m T NBE'A;;BE:;BE T
28 | If convcmble specify instrument type convertible into o _—WN—otA/rm':.licablc
29 1 it convcmblc,”spcclfy 1ssuc'r_6t: Eﬁrﬁmem itconvertsinte _ iNot. A;;phcz;lﬁ: S T
| 30 |writedown fature T T T ot Applicable 7T
31 i waite-down, write- dowh—tﬁggc'r'(s) T T T T TiNet Applicable T
32| Ifwrite-down, full or partial ) T T T T T T T e }ipphcablc T T
"33 | Ifwrite-down, permanentor temporary " "|Not Applicable
RS tcmpomry write-down, dcscnpuon of wnte-ui) mechanism " [Not Apphcablem_ T
|35 "|Position in subordination il'lenl‘;ra); in iciuldatmn (spcclfy instrument ty'p(;~ a ~ |Not Apphcablc A
| immediately senior to instrument i
‘F 36 |Non-compliant transitioned features T T TiNo |
3 :If ves, specify non-compliant features MNot Applicable i
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39.6

Risk Weighted Assets
The capital requirements for the banking group as per the major risk categories should be indicated in the manner
given below:
3
Capital Requirements Risk Weighted Assets
2017 2016 2017 2016
Credit Risk -
On-Balance sheet
Portfolios subject to standardized approach -~
(Simple or Comprehensive) -
Public Sector entities 65,741 9,373 657,40§ 93,725
Banks 219,616 259,746 2,196,160 2,597,459
Corporate 1,552,941 1,115,753 15,529,407 11,157,531
Retail 944 1,079 9,437 10,789
Residential Mortgages 3,618 3,830 36,181 38,300
Past Due loans 8,382 14,521 83,819 145,212
Operating Fixed Assets 9,068 9,497 90,675 94,971
Other assets 217,879 193,409 2,178,785 1,934,089
Off-Balance sheet
Non-market related 270,945 188,722 2,709,453 1,887,220
Equity Exposure Risk in the Banking Book 190,879 127,836 1,908,788 1,278,355
Total Credit Risk 2,540,013 1,923,766 25,400,113 19,237,651
Market Risk
Capital Requirement for portfolios subject to
Standardized Approach
Interest rate risk 104,069 162,579 1,300,864 2,032,236
Equity position risk 1,741 112,063 21,763 1,400,787
Total Market Risk 105,810 274,642 1,322,627 3,433,023
Operational Risk
Capital Requirement for operational risks 189,561 192,710 2,369,510 2,408,879
TOTAL 2,835,384 2,391,118 29,092,250 25,079,553
Capital Adequacy Ratios 2017 2016
Required r Actual Required | Actual
CET]1 to total RWA 10.00% 19.72% 10.00% 28.15%
Tier-1 capital to total RWA 10.00% 19.72% 10.00% 28.15%
Total capital to total RWA 10.00% 19.72% 10.00% 28.15%
Leverage Ratio 3.00% 1.96% 3.00% 16.12%
\Q’\W
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40.1

RISK MANAGEMENT

The Group has set up objectives and policies to manage the risks that arise in connection with financial instruments. The risk
management framework and policies of the Group are guided by specific objectives to ensure that comprehensive and adequate risk
management policies are established to mitigate the salient risk elements in operations of the Group. The establishment of the overall
financial risk management objectives is consistent and in tandem with the strategy to create and enhance sharcholders' value, whilst
guided by a prudent and robust framework of risk management policies. In acl!uevmg the objective of maximizing returns to
sharcholders, the board of directors takes cognizance of the risk elements that the Group is confronted with in its operations. In view of
the multi-faceted risks inherent in the financial sector, the Group places great emphasis on the importance of risk management and has
put in place clear and comprehensive risk management mechanisms and strategies to identify, monitor, manage and control thé‘relevant
risk factors.

Risk management organisation

Risk Management Department ensures that risks remain within the boundaries as defined by the board, camply with the risk parameters
and prudential limits, establish systems and procedures and work out remedial measures. i :

Credit Committee implements credit risk policy and monitors credit risk in light with credit policy and Prudential Regulations,

The Group's risk management, compliance and internal audit department support the risk management function. The compliance
department ensures that all the directives and guidelines issued by SBP are being complied with. Internal audit department reviews the
compliance of internal control procedures with internal and regulatory standards.

Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other party to incur a
financial loss. Exposure to credit risks for the Group arises primarily from lending activitics and investments in fixed income securities.

A multi-tiered approach is being followed in the management of credit risk with the organizational structure, roles and responsibilities
clearly outlined in the Credit Policy Manual, The Board is responsible for final approval of overall risk tolerance, limits for sectors and
pricing strategies. Various business units responsible for undertaking risks are expected to comply with the credit policy and adhere to
the independent risk management function. This is ensured through the implementation of a credit approval and documentation process
adopted by the Group.

The Group uses both external and internal ratings to evaluate risk. The Group obtains external ratings from PACRA and JICR-VIS
whereas a comprehensive risk assessment matrix model is used for internal ratings.

Exposures JCR-VIS PACRA OTHER
(Specify)
Comorate Yes Yes X
Banks Yes Yes X
Sovercigns X x b
SME's X X X
Sccuritizations X X X
Others (Specify) X X X

Credit exposures subject to Standardised Approach

2017 2016
Exposures Rating Amount Deduction  Net amount Amount Deduction Net amount
Category Outstanding CRM* Outstanding CRM*
-- (Rupees in '000)
Corporate 0 - = - - <
1 1,339,584 247,705 1,587,289 883,198 197,512 1,080,710
: 7,364,049 - 7,364,049 4,015,721 - 4,015,721
3-4 1,342,889 - 1,342,889 - - -
5-6 20,450 - 20,450 87,325 - 87,325
Unrated 8,933,200 (247,705) 8,690,495 7,543,343 (197,512) 7,345,831
19,005,172 - __ 19005172 12.529.587 - 12.529.587
Banks 0 - = = = : z
1 2,055,263 1,440,583 3,495,846 1,971,930 738314 2,710,244
2-3 1,285,594 (692,949) 592,645 4,407,774 (296,955) 4,110,819
4-5 - - - 441,359 (441,359) -
Unrated 747,634 (747,63:) - = = s
— 4088491 - 4088491 6.871.063 = 6,821,063

Sovereigns ete.
Unrated
*CRM= Credit Risk Mitigation

\r.' \'"{"(\l\:



The accounting policies and methods used by the Group are in accordance with the requirements of the prudential regulations of the
SBP. These policies are disclosed in note 5 to these financial statements. Reconciliation in the provision against non-performing
advances has been disclosed in note 10.5 of these consolidated financial statements.

40.2 Segmental information

40.2.1 Segment by class of business

2017
Advances (Gross) Deposits Contingencies\and
_commitments
,,—. (Rupees % (Rupees % (Rupees %
4 in '000) in '000) in '000)
— Financial institution 3,587,722 18.24 3,129,000 29.80 2,622,085 38.34
g Textile 3,486,973 17.73 - - = 953,896 13.95
Transportation and communication 3,284,574 16.70 200,000 190 % 160,000 ° 2.34
Power 1,068,679 543 - - 977,041 14.29
= Cement - - - - 500,000 7.31
Electronics 828,571 421 . - - -
Food and beverage 836,198 4.25 50,690 0.48 250,000 3.66
Services 1,034,912 5.26 1,833,526 17.46 75,000 1.10
- Engineering and allied products 477,057 243 - - 97,640 143
ﬂ Chemical and pharmaceuticals 596,018 3.03 - - 537,000 7.85
Automobiles 22,662 0.12 - - - -
o Fuel and energy 966,745 4.92 - - - -
m Construction 892,085 4.54 77,334 0.74 633,330 9.26
Sugar 1,762,723 8.96 - - - -
Paper and board /packaging 356,622 1.81 - - - -
— Healthcare 256,250 1.30 - - 25,000 0.37
Individual 117,964 0.60 908,948 8.66 -
Others 90,006 0.47 4,301,651 40.96 7,500 0.10
af 19,665,761 100.00 10,501,149 100.00 6838492 100.00_
2016
—_ Advances (Gross) Deposits Contingencies and
m commitments
(Rupeces % (Rupees % (Rupecs %
in '000) in '000) in '000)
@ Financial institution 3,700,856 23.27 252,700 473 419,782 10.61
; Textile . 3,103,367 19.51 - - 343,180 8.67
Transportation and communication 1,381,783 8.69 15,500 0.29 472,240 11.94
) Power 1,033,241 6.50 - - 396,726 10.03
| ﬁ Electronics 50,000 0.31 - - 500,000 12.64
Food and beverage 1,205,270 7.58 - - 115,600 2.92
_ Services 471,317 2.96 155,750 2.92 -
Enginecring and allied products 288,842 1.82 - - 48,050 1.21
{j Chemical and pharmaccuticals 665,978 4,19 100,000 1.87 44,740 1.13
Automobiles 67,986 0.43 - - -
— Fuel and energy 639,552 4.02 - - -
i ﬁ Construction 809,916 5.09 - - 350,000 8.85
Lo Sugar 1,429,638 8.99 - - 400,000 10.11
Paper and board /packaging 337,066 2.12 - - 2,455 0.06
- Healthcare 187,500 1.18 - - 150,000 3.79
ﬁ Individual 123,814 0.78 925,845 17.33 - -
Others 406,562 2.56 3,893,180 72.86 713,519 18.04
_ 15,902,738 100.00 5,342,975 100.00 3,956,292 100.00
0 \lemi
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F 40.2.2 Segment by sector
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40.2.4

40.2.5

2017
Advances (Gross) Deposits Contingencies and
commitments
(Rupees % (Rupees % (Rupees %
in '000) in '{)00) in '000)
Public / Government 1,437,926 7.31 965,000 9.19 - -
Private 18,227,835 92.69 9,536,149 90.81 6,838,492 100.00
19.665.761 100.00 10,501,149 100.00 6,838,492 +100.00
2016
Advances (Gross) Deposits Contingencies and
commitments
(Rupees % (Rupees % ~_ (Rupees %
in '000) in '000) <, in'000) -
Public / Government 187,450 1.18 700,000 13.10 - -
Private 15,715,288 98.82 4,642,975 86.90 3,956,292 100.00
15,902,738 100.00 5,342,975 100.00 3,956,292 100.00

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

2017 2016
Classified Specific Classified Specific
advances provisions advances  provisions held
held .. . .. .
(Rupeces in '000)
Automobile 22,662 22,662 67,985 67,985
Textile 415,859 399,348 429,211 404,211
Construction - - 4,435 3,675
Engineering and allied products 68,073 68,073 68,073 68,073
Electronics 50,000 50,000 50,000 50,000
Fucl and energy 104,865 104,865 232,095 232,095
Food and beverages 197,820 125,000 252,878 125,000
Financial institution 5,161 5,161 5,161 5,161
Power 68,200 68,200 68,200 68,200
Others 31,738 31,738 40,805 40,805
964,378 875,047 1,218,843 1,065,205
Details of non-performing advances and specific provisions by sector
2017 2016
Classified Specific Classified Specific
advances provisions advances  provisions held
held
(Rupcees in '000)
Public / Govemment - - - -
Private 964,378 875,047 1,218,843 1,065,205
964,378 875,047 1,218,843 1,065,205
Geographical segment analysis
Profit before  Total assets Net assets  Contingencies
taxation employed employed and
commitments
(Rupees in '000)
Pakistan 634,952 65,220,622 8,031,209 6,338,492
Middle East - - - -
634,952 65,220,622 8,031,209 6,838,492

™



403 Market risk

Market risk is the risk that the value of on and off-balance sheet positions of a financial institution will be adversely affected by movements in market rates or prices such as interest rates,
foreign exchange rates and equity prices. The board of directors is responsible for reviewing and recommending all market risk policies.

The market risk management framework of the Group comprises of business unit actually undertaking the risk, the Risk Management Department, Asset and Liability Committee and the
Investment Committee.

Dealing activities of the Group include investment in government securities, term finance certificates, sukuks / bonds, shares and mutual funds, and money market transactions catering to
the needs of its customers. All such activities are carried out within the prescribed limits. Stress testing is performed as per guidelines of SBP as well as Company's internal policy.

40.3.1 Interest rate risk

Interest rate risk arises when there is a mismatch between positions, which are subject to interest rate adjustment within a specified period. The lending, funding and investment activities of
the Group are exposed to interest rate risk. The Group is using a 16band reprising model for measurement of interest rate risk. Furthermore, stress testing, technique is also used to evaluate
the potential effects on the financial condition of a specific event and movements in a set of financial variables. The Group has also developed value-at-risk (VAR) model internally.

S.No Time Bands Assets/! Liabilities Duration Interest Rate ___Duration Interest Rate
GAP (Middle of time band) Shock Weighting factor Shock (Stress)
1 Upto 1 Month (18,931,466) 0.05% 9,466 0.08% 15,145
2 1 to 3 Months 21,892 201 0.20% (43,784 0.32% (70,055)
3 3 to 6 Months 1,916,678 0.45% (8,625) 0.72% (13,800)
4 6 to 12 Months (798477 0.90% _7,186 1.43% 11,418
5 1t 2 Years 1,002,421 1.50% (15,036) 2.77% (27,767)
6 2 to 3 Years 17,061 2.50% (42 4.49% (766)
7 3t0 4 Years 8,734 3.50% ___(300) 6.14% (536)
8 410 5 Years 935,054 4.50% (42,077) 7.711% (72,093)
9 5 to 7 Years 15,294 6.00% (918) 10.15% _(1,552)
10 |7 w0 10 Years 18,016 8.50% (1,531) 13.26% (2,389)
11 |Over 10 Years 25,715 12.50% (3,214) 17.84% (4,588
(99,266) (166,983)
S.No Time Bands Assets/Liabilities Duration Interest Rate ____Duration Interest Rate
GAP (Middle of time band) Shock Weighting factor Shock (Stress)

1 Upto 1 Month (18,931,466) 0.05% 9,466 0.08% 15,145
2 1 to 3 Months 21,892,201 0.20% (43,784) 0.32% (70,055
3 3 to 6 Months 1,916,678 0.45% (8,625) 0.72% (13,800)
4 6 to 12 Months (798,477 0.90% 7,186 1.43% 11,418
5 1 to 2 Years 1,002,421 1.50% (15,036) 2.77% (27,767)
5,081,357 (50,793 (85,059)

\apenn—




403.2 Mismatch of interest rate sensitive assets and liabilities for the year ended 31 December 2017

Exposed to Yield / Interest risk

Effective Total Uptol month Over1to3 Over3toé6 Over 6 Over1to2 Over2to3 Over3toS OverS5tol0 Abovel0  Non-interest
yield / months months months to 1 years years years years years bearing
interest year financial
rate Instruments
(Rupees in '000)
On-balance sheet financial instruments
Assets
Cash and balances with treasury banks 170,000 | - - - - - -l - - - 170,000
Balances with other banks 131% 2,043,137 1,036,465 450,000 550,000 - - - - - - 6,672
Lending to financial institutions 6.03% 2,038,288 2,038,288 - - - - - - - - -
Investments 6.24% 40,403,976 7,523,831 26,364,096 3,017,227 122,396 954,593 - 927,541 60 - 1,494,232
Advances 7.83% 18,790,501 5,960,933 7,031,689 3,780,450 249,443 248,003 230,561 437373 813,752 25,715 12,582
Other assets 487,178 - - - - - i 487,178
63,933,080 16,559,517 33,845,785 1,347,677 371,839 1,202,596 230,561 1,364,914 813,812 25,715 2,170,664
Liabilities
Borrowings from financial institutions 5.83% 45,158,690 31,775,130 8,826,927 2,923,783 18,540 199,793 212,889 421,126 780,502 - -
Deposits and other accounts 6.21% 10,501,149 3,715,824 3,126,600 2,507,129 1,151,596 - - - - - -
Liabilities against assets subject
to finance leases 191% 29 57 87 180 382 611 - - - -
Other liabilities ] 1,512,789
57,173,974 35,490,983 _ 11,953,584 5,430,999 1,170,316 200,175 213,500 421,126 780,502 - 1,512,789
On-balance sheet gap 6,759,106 (18,931,466) __ 21.892.201 1.916.678 798,47 1,002,421 17,061 943,788 33310 25,715 657875
Non-financial assets 1,287,542
Non-financial liabilities 15,439
Total Net Assets 8,031,209
Total yield / profit risk sensitivity gap (18,931.466) _ 21,892,201 1,916,678 798,47 1,002,421 17,061 943,788 33,310 25,715
Cumulative yield / profit risk sensitivity gap (18,931,466) 2,960,735 4877413 4,078,936 5,081.35 5,098.418 6,042,206 6,075,516 6,101,231
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Mismatch of interest rate sensitive assets and liabilities for the year ended December 31, 2016
Exposed to Yield/interest risk
Effective Total Uptol month Overito3 Over3to6 Over 6 Overlt02 Over2to3 Over3to5 Over5t010 Above 10 Non-interest
yield/ months months months to | years years years years years bearing
interest rate year financial
(Rupees in '000)
On-balance sheet financial instruments
Assets
Cash and balances with treasury banks 88,909 - - - - - - - - - 88,909
Balances with other banks 7.12% 1,684,442 1,175,970 300,000 100,000 100,000 - - - - - 8,472
Lending to financial institutions 6.19% 935,826 935,826 - - - - - - - - -
Investments 7.07% | 20,860,575 2,741,862 2,394,690 2,322,128 6,552,213 985,599 565,214 2,117,262 909,669 - 2,271,938
Advances 7.69% | 14,837,460 2,783,919 6,111,932 4,254,931 264,231 101,686 209,584 341,974 727,959 29,468 11,776
Other assets 399,021 - - - - - 399,021
38,806,233 7,631,577 8,806,622 6,677,059 6,916,444 1,087,285 774,798 2,459,236 1,637,628 29,468 2,780,116
Liabilities
Borrowings from financial institutions 582%| 25,150,898 9,458,193 2,859,723 5,134,765 6,491,984 32,596 167,531 315,062 691,044 - -
Deposits and other accounts 6.28% 5,342,975 1,255,881 906,964 1,175,168 1,998,985 5,977 - - - - -
Liabilities against assets subject to finance
leases 791% 1,671 26 53 81 166 353 382 610 - - -
Other liabilities 870,853 | 870,853
31,366,397 10,714,100 3,766,740 _6,310,014 8,491,135 38,926 167,913 315,672 691,044 - 870,853
On-balance shect gap 7439836 __(3.076523) 5039882 367045 _(1.574691) 1048350 606885 _ 2143564 __ 046584 29.468 __ 1909263
Non-financial assets 1,043,073
Non-financial liabilities -
Total Net Assets 8,482,909
Totalyield / profi rsk sensitvity gap 3076523) _ 5039882 367045 _(1574691) _ 1048359 606885 _ 2143564 __ 946584 ___ 20468
Cumulaive yield / profit risk sensitivity gap 3076523) 1963359 2330404 55713, 1804072 _ 2410957 4554521 _ 5501105 _ 5530573

4033 Yield risk is the risk of decline in earnings due to adverse movement of the yield curve.

403.4 Profit rate risk is the risk that the value of the financial instruments will fluctuate due to changes in the market profit rates. The Group is not exposed to any major profit rate risk as it mainly invests in equity securities.
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40.5

40.6

Foreign currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to change in
foreign currency rates. However, the Group is not exposed to major foreign currency risk as its
assets and liabilities are primarily denominated in Pakistani rupees.

Assets Liabilities = Off-balance  Net foreign
sheet items currency

(Rupees in '000)

Pakistan Rupees 65,220,296 57,189,413 - 8,030,883
United States Dollar 65 - - 65
Omani Riyal 261 - - 261

65,220,622 57,189,413 - 8,031,209
Equity position risk

Equity position risk refers to the risk arising from taking long or short positions, in the trading
book, in equities and all instruments that exhibit market behaviour similar to equities. The Group is
exposed to such risk due to investment activities undertaken on a day-to-day basis. The Group has
established a Capital Market Review Committee to monitor the equity portfolio and the future
strategy pertaining thereto. As per Standardized Approach 8% charge has to be created on both
Specific and General Equity Position Risk Management calculation.

Liquidity risk

Liquidity risk is the potential for loss arising from either inability to meet obligations or to fund
increases in assets as they fall due without incurring unacceptable cost or losses.

Large off-balance sheet exposures or heavy reliance on large corporate deposits gives rise to
relatively high level of liquidity risk. Rapid growth in assets also increases the liquidity risk.
Objectives of liquidity management in the Group are that:

- A reasonable amount of liquid assets are maintained at all times.
- Measurement and projection of funding requirements during various scenarios.
- Excess funds are profitably deployed.

Beside the Board which will be responsible for formulation of over all policy, the following will be
involved in Liquidity Risk Management Process with roles and responsibilities defined hereunder:

- Risk Management Department

- Finance Department

- Treasury Department

- Asset Liability Committee (ALCO)

The ALCO will be responsible for monitoring of the tolerance limits.
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40.6.1
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Maturities of assets and liabilities - Based on contractual maturity of assets and liabilities
Maturities of assets and liabilities as at 31 December 2017
Total Uptol month Over1to3 Over3to6 Over 6 Over1to2 Over2to3 Over3to5 Over5to10  Above 10
months months months to 1 Years Years Years Years Years
year
(Rupees in '000)
Assets
Cash and balances with treasury banks 170,000 170,000 - - - - - - - -
Balances with other banks 2,043,137 1,043,137 450,000 550,000 - - - - - -
Lending to financial institutions 2,038,288 2,038,288 - - - - - - - -
Investments 40,403,976 6,726,330 || 25,442,344 1,682,855 259,870 1,563,679 187,540 2,787,201 1,754,157 -
Advances 18,790,501 251,059 995,181 1,451,988 2,394,414 4,696,313 3,639,073 3,718,573 1,618,185 25,715
Other assets 908,649 148,030 152,009 598,432 5,890 - - 4,288 - -
Operating fixed assets 355,214 2,960 5,737 16,532 12,851 23,514 8,626 273,975 11,019 -
Deferred tax assets 510,857 (44,700) (17,684) (31,072) (80,847) (11,873) 14,435 475,111 272,597 890
65,220,622 10,335,104 27,027,587 4,268,735 2,592,178 6,205,633 3,849,674 7,259,148 3,655,958 26,605
Liabilities
Bills payable - - - - - - - - - -
Borrowings from financial institutions 45,158,690 31,541,796 5,851,927 1,217,690 1,300,667 2,014,046 1,112,142 1,339,920 780,502 -
Deposits and other accounts 10,501,149 3,715,824 3,126,600 2,507,129 1,151,596 - - - - -
Liabilities against assets subject to
finance leases 1,346 29 57 87 180 382 611 - - -
Other liabilities 1,528,228 390,388 659,645 145,294 131,221 137,355 28,402 31,423 4,500 -
Deferred taxation - - - - - - - - - -
57,189,413 35,648,037 9,638,229 3,870,200 2,583,664 2,151,783 1,141,155 1,371,343 785,002 -
Net assets 8,031,209 _ (25312,933) _ 17,389,358 398535 8514 4,053.850 _ 2708519 _ 5.887.805 _ 2.870.956 _ 26,605
Share capital 6,150,000
Reserves 1,071,761
Unappropriated profit 737,744
7,959,505
Surplus on revaluation of investment
- net of tax 63,562

Non controlling interest

e

8,142
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Maturities of assets and liabilities as at 31 December 2016

Total Uptol month Overlto3 Over3to6 Over 6 Over1to2 Over2to3 Over3toS5S OverS5tol0  Above 10
months months months to 1 Years Years Years Years Years
year

(Rupees in '000)

Assets
Cash and balances with treasury banks 88,909 88,909 - - - - - - - -
Balances with other banks 1,684,442 1,184,442 300,000 100,000 100,000 - - - - -
Lending to financial institutions 935,826 935,826 - - - - - - - -
Investments 20,860,575 1,883,001 1,967,483 1,857,737 6,737,186 1,884,156 936,723 3,915,303 1,678,986 -
Advances 14,837,460 173,496 1,249,189 1,186,563 1,728,360 3,356,794 2,942,610 2,954,087 1,216,893 29,468
Other assets 953,536 148,230 145,851 649,310 5,883 74 - 4,188 - -
Operating fixed assets 96,337 3,281 6,561 19,454 13,957 23,016 20,239 4,212 5,617 -
Deferred tax assets 392,221 (48,022) (22,800) (42,601 (210,774 (98,215) (30,474) 559,469 284,649 989
39,849,306 4,369,163 3,646,284 3,770,463 8,374,612 5,165,825 3,869,098 7,437,259 3,186,145 30,457
Liabilities
Borrowings from financial institutions 25,150,898 8,958,193 1,401,390 3,262,751 7,458,277 1,798,516 1,016,785 563,942 691,044 -
Deposits and other accounts 5,342,975 1,255,881 906,964 1,175,168 1,998,985 5,977 - - - -
Liabilities against assets subject to
finance leases 1,671 26 53 81 166 353 382 610 - -
Other liabilities 870,853 130,414 301,629 84,711 132,498 65,583 137,390 8,753 9,875 -
31,366,397 10,344,514 2,610,036 4,522,711 9,589,926 1,870,429 1,154,557 573,305 700,919 -
Net assets 8,482,909 (5975,351) 1,036.248 _  (752,248) 1,215,314 3,295,396 2,714,541 6,863,954 2,485,226 30,457
Share capital 6,150,000
Reserves 984,427
Unappropriated profit 984,139
8,118,566
Surplus on revaluation of investment
- net of tax 354,679
Non controlling interest 9,664

— 8482909

The contractual maturities of assets and liabilities do not significantly differ with the expected maturities except operating fixed assets and deferred tax assets which do not have any contractual maturities.
The maturities of operating fixed assets and deferred tax assets have been reported based on their pattern of usage and recoverability of the underlying assets on which deferred tax asset has been recorded.
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Maturities of assets and liabilities as at 31 December 2017

Assets

Cash and balances with treasury banks
Balances with other banks

Lending to financial institutions
Investments

Advances

Other assets

Operating fixed assets

Deferred tax assets

Liabilities

Bills payable

Borrowings from financial institutions

Deposits and other accounts

Liabilities against assets subject to
finance leases

Other liabilities

Deferred taxation

Net assets

Share capital

Reserves

Unappropriated profit

Surplus on revaluation of investment

- net of tax
Non controlling interest

\igred—

6,150,000
1,071,761

737,744
7,959,505

63,562
8,142

8,031,209

3 3 3 3 3 3 3 3 3 3 3 3 3
40.6.2 Maturities of assets and liabilities - Based on the working prepared by the Asset and Liabilities Management Committee (ALCO)
Total Uptolmonth Overito3 Over3toé6 Over 6 Overl1to2 Over2to3 Over3toS OverS5tol0  Above 10
months months months to 1 Years Years Years Years Years
year
(Rupees in '000)

170,000 170,000 - - - - - - - -
2,043,137 1,043,137 450,000 550,000 - - - - - -
2,038,288 2,038,288 - - - - - - - -

40,403,976 6,726,330 || 25,442,344 1,682,855 259,870 1,563,679 187,540 2,787,201 1,754,157 -
18,790,501 251,059 995,181 1,451,988 2,394,414 4,696,313 3,639,073 3,718,573 1,618,185 25,715

908,649 148,030 152,009 598,432 5,890 - - 4,288 - -

355,214 2,960 5,737 16,532 12,851 23,514 8,626 273975 11,019 -

510,857 (44,700) (17,684) (31,072) (80,847) (71,873) 14,435 475,111 272,597 890

65,220,622 10,335,104 27,027,587 4,268,735 2,592,178 6,205,633 3,849,674 7,259,148 3,655,958 26,605
45,158,690 31,541,796 5,851,927 1,217,690 1,300,667 2,014,046 1,112,142 1,339,920 780,502 -
10,501,149 3,715,824 3,126,600 2,507,129 1,151,596 - - - - -
1,346 29 57 87 180 382 611 - - -
1,528,228 390,388 659,645 145,294 131,221 137,355 28,402 31,423 4,500 -
57,189,413 35,648,037 9,638,229 3,870,200 2,583,664 2,151,783 1,141,155 1,371,343 785,002 -

8,031,209 (25.312,933) 17,389,358 398,535 8,514 4,053,850 2,708,519 5,887,805 2,870,956 26,605
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Maturities of assets and liabilities as at 31 December 2016

Assets

Cash and balances with treasury banks
Balances with other banks

Lending to financial institutions
Investments

Advances

Other assets

Operating fixed assets

Deferred tax assets

Liabilities

Borrowings from financial institutions

Deposits and other accounts

Liabilities against assets subject to
finance leases

Other liabilities

Net assets

Share capital
Reserves
Unappropriated Profit

Surplus on revaluation of investment
- net of tax
Non controlling interest

3 3 3 3 3 73 3 3 K| 3 3 3 3
Total Uptoimonth Overlto3 Over3to6 Over 6 Overl1to2 Over2to3 Over3to5 Over5tol0 Above 10
months months months to 1 Years Years Years Years Years
year
(Rupees in '000)
88,909 88,909 - - - - - - - -
1,684,442 1,184,442 300,000 100,000 100,000 - - - - -
935,826 935,826 - - - - - - - -
20,860,575 1,883,001 1,967,483 1,857,737 6,737,186 1,884,156 936,723 3,915,303 1,678,986 -
14,837,460 173,496 1,249,189 1,186,563 1,728,360 3,356,794 2,942,610 2,954,087 1,216,893 29,468
953,536 148,230 145,851 649,310 5,883 74 - 4,188 - -
96,337 3,281 6,561 19,454 13,957 23,016 20,239 4,212 5,617 -
392,221 (48,022) (22,800) (42,601 (210,774)| (98,215) (30,474) 559,469 284,649 989
39,849,306 4,369,163 3,646,284 3,770,463 8,374,612 5,165,825 3,869,098 7,437,259 3,186,145 30,457
25,150,898 8,958,193 1,401,390 3,262,751 7,458,277 1,798,516 1,016,785 563,942 691,044 -
5,342,975 1,255,881 906,964 1,175,168 1,998,985 5977 - - - -
1,671 26 53 81 166 353 382 610 - -
870,853 130,414 301,629 84,711 132,498 65,583 137,390 8,753 9,875 -
31,366,397 10,344,514 2,610,036 4,522,711 9,589,926 1,870,429 1,154,557 573,305 700,919 -
8,482.909 (5.975,351) 1,036,248 (752,248) _ (1,215,314) 3,295,396 2,714,541 6,863,954 2,485,226 30457
6,150,000
984,427
984,139
8,118,566
354,679
9,664
8482909

The contractual maturities of assets and liabilities do not significantly differ with the expected maturities except operating fixed assets and deferred tax assets whiclf do not have any contractual maturities.
The maturities of operating fixed assets and deferred tax assets have been reported based on their pattern of usage and recoverability of the underlying assets on which deferred tax asset has been recorded.
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Operational risk

Operational risk is the risk of loss resulting from inadequate or failed internal processes, people and system or from
external events. Operational risk is inherent in the Group's business and operational activities.

The Group has instituted sound internal controls through policies, plans and processes cffected by the board of directors
for controlling and mitigating potential operational risk. The system of internal controls include financial, operational
and compliance controls and is performed on continuous basis by the senior management and all levels of employees
within the Group.

The objectives of internal controls include the safeguarding of assets from inappropriate use or from loss and fraud,
ensuring that labilities are identified and managed and that the quality of internal and external reporting is maintained.
The Group monitors its Key Risk Indicators (KRI) and Loss Data reporting through an operational risk software.

The Group has also formulated a business continuity plan, a disaster recovery plan and guidelines for information
security. employee conduct and for prevention of fraud and forgery to ensure smooth functioning of the Group's
operations.

TRUST ACTIVITIES

I'he holding company is acting as trustee to Term Finance Certificates issued by Pakistan Refinery Limited, Askari Bank
Limited. Pak Arab Fertilizers Limited, NRSP Microfinance Bank Limited, Al-Arabia Sugar Mills Limited and FINCA
Microfinance Bank Limited. The Company is holding the trust properties in fiduciary capacity on behalf of the relevant
beneliciaries. In this behalf. the Company is fulfilling all its obligations and duties in accordance with the provisions of
the respective trust documents.

POST BALANCE SHEET EVENTS

I'he Board of Directors of the holding company in their meeting held on 08 March 2018 have:

= proposed 7% cash dividend amounting to Rs 430.5 million subject to the approval of the members at the annual
general meeting,

These consolidated linancial statements do not recognise the aforementioned appropriation as this has been proposed
and approved subsequent to the statement of financial position date.

GENERAL

The JCR-VIS Credit Rating Company Limited has maintained the holding company's rating of AA + (Double A Plus) in
the long term and A=l + (A One Plus) tor the short term,

Amounts in these consolidated financial statements have been rounded off to the nearest thousand rupee except stated
otherwise

DATE OF AUTHORISATION

These consolidated financial statements were authorised on 08 March 2018 by the Board of Directors of the holding
company.,
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