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HABIBMETRO

INDEPENDENT AUDITORS' REPORT

To the Members of Habib Metropolitan Bank Limited
Opinion

We have audited the annexed consolidated financial statements of Habib Metropolitan Bank Limited and its subsidiaries (“the Group”),
which comprise the consolidated statement of financial position as at 31 December 2018, and the consolidated statement of profit
and loss account, the consolidated statement of comprehensive income, the consolidated statement of changes in equity and the
consolidated cash flow statement for the year then ended, and notes to the consolidated financial statements, including a summary
of significant accounting policies and other explanatory information.

In our opinion, consolidated financial statements give a true and fair view of the consolidated financial position of the Group as at
31 December 2018 and its consolidated financial performance and its consolidated cash flows for the year then ended in accordance
with the accounting and reporting standards as applicable in Pakistan.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as applicable in Pakistan. Our responsibilities
under those standards are further described in the Auditor's Responsibilities for the Audit of the Consolidated Financial Statements
section of our report. We are independent of the Group in accordance with the International Ethics Standards Board for Accountants'
Code of Ethics for Professional Accountants as adopted by the Institute of Chartered Accountants of Pakistan (the Code) and we have
fulfilled our other ethical responsibilities in accordance with the Code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters
Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the consolidated
financial statements of the current year. These matters were addressed in the context of our audit of the consolidated financial

statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters.

Following are the Key Audit Matters:

Key Audit Matters How the matter was addressed in our audit

1 PROVISION AGAINST LOANS AND ADVANCES

Refer to note 10 to the consolidated financial statements | Our procedures included the following:
and the accounting policies innote 46 to the consolidated | ¢ Assessed the design and operating effectiveness of

financial statements. manual and automated controls over individual
The Group's advances to the customers represent 34.78% impairment provision including:

of its total assets as at 31 December 2018. Advances - net - The accuracy of data input into the system used for
of provision amounts to Rs. 236.11 billion and provision the credit grading and the approval of credit facilities;

against advances amounts to . 16.6 billion. - The ongoing monitoring and identification of

advances displaying indicators of impairment and
whether they are migrating, on a timely basis, to
watch list or to non-performing advances; and




S. No. Key Audit Matters How the matter was addressed in our audit

The provision against loans and advances was identified - Identification of past due exposures.

as a key audit matter in our audit as it involves a | o Forarisk based sample of Corporate and Commercial
considerable degree of management judgment and exposures, challenged management assessment by
compliance with the Prudential Regulations issued by the comparing historical performance of the customers
State Bank of Pakistan. and formed our view whether any impairment

indicators are present;

e Where management has identified as displaying
indicators of impairment, assessed the number of days
overdue and assessed appropriateness of amount
reported for provision in accordance with the Prudential
Regulations;

e Where management has not identified as displaying
indicators of impairment, reviewed the credit history,
account movement, financial ratios and reports on
security maintained and challenged the management's
assessment based on our view of the credit;

e For consumer and SME advances, analyzed the days
past due report and factors used for calculation of
provision required in accordance with Prudential
Regulations;

e For Forced Sales Value (FSV) benefit availed by the
management while computing provision, compared
values used with the external valuation reports and
assessed valuers' credentials; and

o Weissued instructions to auditors of those subsidiaries
audited by other auditors, highlighting 'Provision
against advances' as a significant risk. The auditors of
those subsidiaries performed audit procedures to check
compliance with regulatory requirements and reported
the results thereof to us.

2 VALUATION OF INVESTMENTS

Refer to note 9 to the consolidated financial statements Our procedures included the following:

and the accounting policies in note 4.5 to the consolidated o Obtained an understanding of and testing the design
financial statements. and operation effectiveness of the controls for the
As at 31 December 2018, the Group has investments valuation of investments including impairment allowance
classified as "Available-for-Sale” and “Held to maturity” against investment classified as available for sale;
amounting to Rs. 341.28 billion in aggregate representing
50.27 % of the total assets of the Group.
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Key Audit Matters

We identified the valuation of investments including

How the matter was addressed in our audit

e Assessed, on a sample basis, whether available-for-sale

investments were valued at fair value based on the
last quoted market price and rates quoted by PSX,
PKRV, and Mutual Fund Association of Pakistan (MUFAP)
etc; and

determination of impairment allowance on investments
classified as 'Available-for-sale' as a key audit matter
because of its significance in relation to the total assets
of the Group and judgment involved in assessing

impairment allowance. e Assessed whether impairment indicators exists against

investments classified as available-for-sale and assessed
whether impairment is recorded for impaired investments.

Information Other than the Consolidated Financial Statements and Auditor's Report Thereon

Management is responsible for the other information. The other information comprises the information included in the Group's
Annual Report but does not include the consolidated financial statements and our auditor's report thereon.

Our opinion on the consolidated financial statements does not cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other information and, in doing
so, consider whether the other information is materially inconsistent with the consolidated financial statements or our
knowledge obtained in the audit, or otherwise appears to be materially misstated. If, based on the work we have performed, we
conclude that there is a material misstatement of this other information, we are required to report that fact. We have nothing to
report in this regard.

Responsibilities of Management and the Board of Directors for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements in accordance with
accounting and reporting standards as applicable in Pakistan, the requirements of Banking Companies Ordinance, 1962 and the
Companies Act, 2017 (XIX of 2017) and for such internal control as management determines is necessary to enable the preparation
of consolidated financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group's ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless
management either intends to liquidate the Group or to cease operations, or has no realistic alternative but to do so.

The Board of Directors is responsible for overseeing the Group's financial reporting process.

Auditor's Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are free from

material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs as applicable in Pakistan will



alwa

ys detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if,

individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis

of th

ese consolidated financial statements.

As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to
provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Group's internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures
made by management.

Conclude on the appropriateness of management's use of the going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on the
Group's ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required to draw attention
in our auditor's report to the related disclosures in the consolidated financial statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor's report. However,
future events or conditions may cause the Group to cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the consolidated financial statements, including the disclosures,
and whether the consolidated financial statements represent the underlying transactions and events in a manner that achieves
fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within the
Group to express an opinion on the consolidated financial statements. We are responsible for the direction, supervision and
performance of the group audit. We remain solely responsible for our audit opinion.

We communicate with the Board of Directors regarding, among other matters, the planned scope and timing of the audit and

signi

ficant audit findings, including any significant deficiencies in internal control that we identify during our audit.

We also provide the Board of Directors with a statement that we have complied with relevant ethical requirements regarding

inde
inde
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pendence, and to communicate with them all relationships and other matters that may reasonably be thought to bear on our
pendence, and where applicable, related safequards.
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From the matters communicated with the Board of Directors, we determine those matters that were of most significance in the audit
of the consolidated financial statements of the current year and are therefore the key audit matters. We describe these matters in
our auditor's report unless law or requlation precludes public disclosure about the matter or when, in extremely rare circumstances,
we determine that a matter should not be communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.

Other Matter

The engagement partner on the audit resulting in this independent auditor's report is Mazhar Saleem.

KPMG Taseer Hadi & Co
Chartered Accountants

Karachi: 21 February 2019



CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2018

Note 2018 2017
(Restated)
Rupees in ‘000 ———
ASSETS
Cash and balances with treasury banks 6 48,177,307 42,282,249
Balances with other banks 7 1,916,548 1,202,048
Lendings to financial institutions 8 11,984,795 10,914,805
Investments 9 341,284,168 395,266,073
Advances 10 236,112,844 181,790,445
Fixed assets 11 3,947,862 3,152,455
Intangible assets 12 163,645 265,952
Deferred tax assets 13 5,821,468 2,835,420
Other assets 14 29,430,741 29,527,968
678,839,378 667,237,415
LIABILITIES
Bills payable 15 12,173,407 19,643,603
Borrowings 16 53,008,774 66,982,529
Deposits and other accounts 17 542,839,457 507,425,281
Liabilities against assets subject to finance lease - -
Sub-ordinated debts - -
Deferred tax liabilities - -
Other liabilities 18 30,365,390 29,323,353
638,387,028 623,374,766
NET ASSETS 40,452,350 43,862,649
REPRESENTED BY
Share capital 19 10,478,315 10,478,315
Reserves 16,371,428 15,124,031
(Deficit) / surplus on revaluation of assets - net of tax 20 (5,562,129) 960,661
Unappropriated profit 15,950,329 14,159,430
37,237,943 40,722,437
Non-controlling interest 3,214,407 3,140,212
40,452,350 43,862,649
CONTINGENCIES AND COMMITMENTS 21 - -

The annexed notes 1 to 44 and annexures | & Il form an integral part of these consolidated financial statements.

FUZAIL ABBAS MOHSIN A. NATHANI TARIQ IKRAM SOHAIL HASSAN MOHAMEDALI R. HABIB
Chief Financial Officer President & Director Director Chairman
Chief Executive Officer
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CONSOLIDATED PROFIT & LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2018

Note 2018 2017
Rupees in ‘000

Mark-up / return / interest earned 23 43,060,826 34,201,299
Mark-up / return / interest expensed 24 (26,406,518) (19,949,502
Net mark-up / interest income 16,654,308 14,251,797

Non mark-up / interest income

Fee and commission income 25 3,846,716 3,488,764
Dividend income 103,198 430,452
Foreign exchange income 1,498,410 1,171,725
Income / (loss) from derivatives - -

Gain / (loss) on securities 26 84,805 422886
Other income 27 566,629 351,637
Total non mark-up / interest income 6,099,758 5,865,464
Total income 22,754,066 20,117,261

Non mark-up / interest expenses

Operating expenses 28 11,797,688 10,534,809
Workers' welfare fund 197,947 180,945
Other charges 29 31,105 3,229
Total non-mark-up / interest expenses (12,026,740) (10,718,983)
Profit before provisions 10,727,326 9,398,278
(Provisions) / reversal and write offs - net 30 (382,427) 113,027
Extra ordinary / unusual items - -
Profit before taxation 10,344,899 9,511,305
Taxation 31 (3,923,994) (3,646,386)
Profit after taxation 6,420,905 5,864,919
Profit attributable to:
Equity shareholders of the holding company 6,179,777 5,670,724
Non-controlling interest 241,128 194,195
6,420,905 5,864,919
Rupees
Basic and diluted earnings per share 32 5.90 541

The annexed notes 1 to 44 and annexures | & Il form an integral part of these consolidated financial statements.

FUZAIL ABBAS MOHSIN A. NATHANI TARIQ IKRAM SOHAIL HASSAN MOHAMEDALI R. HABIB
Chief Financial Officer President & Director Director Chairman
Chief Executive Officer



CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2018

Profit after taxation
Other comprehensive income

Iltems that may be reclassified to profit and loss
in subsequent periods:

Movement in (deficit) / surplus on revaluation of investments - net of tax

Items that will not be reclassified to profit and loss
in subsequent periods:

Remeasurement (loss) / gain on defined benefit obligations - net of tax

Movement in surplus on revaluation of non-banking assets - net of tax

Total comprehensive income
Equity share holders of the holding company

Non-controlling interest

2018 2017

(Restated)

Rupees in ‘000 ————
6,420,905 5,864,919
(6,459,320) (1,623,608)
(692) (1412)
(2,870) 27,653
(3,562) 26,241
(41,977) 4,267,552
(343,872) 4102125
301,895 165,427
(41,977) 4,267,552

The annexed notes 1 to 44 and annexures | & Il form an integral part of these consolidated financial statements.

FUZAIL ABBAS MOHSIN A. NATHANI TARIQ IKRAM
Chief Financial Officer President & Director
Chief Executive Officer
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2018

Surplus / (deficit) on
Reserves revaluation
Non Un-
Investments  banking appropriated
assets profit

Non-
controlling Total
interest

Sub
total

Share Share Statutory Special Revenue
capital premium reserve reserve reserve

Rupees in‘'000

Opening balance as at
1 January 2017 - as
previously reported 10478315 2,550,985 9642529 240,361 1,500,000 - - 12,79,778 3708968 - 37,208968

Effect of retrospective
change in presentation
-net of tax (note 2.3.1) - - - - - 2374498 154,678 - 2529176 - 2529176

Opening balance as at
1 January 2017 (restated) 10478315 2550985 9642529 240361 1500000 2374498 154678 12796778 39,738,144 - 39,738,144

Non-controlling interest on acquisition
of subsidiaries - - - - - - - - - 3,156,225 3,156,225

Profit after taxation - - - - - - - 5670724 5670,724 194,195 5864919

Other comprehensive income
-netof tax - - - - - (1,59,168) 53315 (84)  (1,542937) (28768)  (1,571,705)

Transfer to statutory reserve - - 1,190,156 - - - - (1,190,156) - - -

Transfer from surplus
on revaluation of assets to
unappropriated profit
-netof tax - - - - - - (25662) 25662 - - -

Transactions with owners,
recorded directly in equity

Cash dividend (Rs.3.00
per share) for the year ended
31 December 2016 - - - - - - - (3143494)  (3,143494) - (3143494)

Profit distribution by First Habib
Modaraba (Rs. 1.00 per certificate)
for the period ended 30 June 2017 - - - - - - - - - (181,440) (181,440)
Balance as at 31 December
2017 (restated) 10478315 2550985 10832685 240,361 1,500,000 778330 182331 14159430 40722437 3140212 43862649

Profit after taxation - - - - - - - 6,179,777 6179777 241,128 6,420,905

Other comprehensive income
- net of tax - - - - - (6,519,920) - (857)  (6,520,777) 60,767  (6,460,010)

Transfer to statutory reserve - - 1,247,397 - - - - (1,247,397) - - -

Transfer from surplus on
revaluation of assets to
unappropriated profit
- netof tax - - - - - - (2,870) 2,870 - - -

Transactions with owners,

recorded directly in equity
Cash dividend (Rs. 3.00 per

share) for the year ended

31 December 2017 - - - - - - - (3143,494)  (3,143,494) - (3,143,494)
Profit distribution by First Habib Modaraba

(Rs. 1.25 per certificate) for the period
ended 30 June 2018 - - - - - - - - - (226,800)  (226,800)

Profit distribution by Habib Metropolitan
Modaraba (Rs. 0.10 per certificate)

for the period ended 30 June 2018 - - - - - - - - - (900) (900)
Balance as at
31 December 2018 10,478,315 2,550,985 12,080,082 240,361 1,500,000  (5,741,590) 179461 15950329 37,237,943 3214407 40452350

The annexed notes 1to 44 and annexures | & Il form an integral part of these consolidated financial statements.

FUZAIL ABBAS MOHSIN A. NATHANI TARIQ IKRAM SOHAIL HASSAN MOHAMEDALI R. HABIB
Chief Financial Officer President & Director Director Chairman
Chief Executive Officer



CONSOLIDATED CASH FLOW STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2018

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before taxation
Less: Dividend income

Adjustments

Depreciation on fixed assets

Depreciation on non banking assets

Amortization

Provisions and write offs (excluding recovery of
written off bad debts)

(Gain) on bargain purchase

Net (gain) on sale of fixed assets

Net (gain) / loss on sale of non-banking assets

(Gain) on sale of non-current assets held for sale

Provision against workers' welfare fund

Provision against compensated absences

Provision against defined benefit plan

(Increase) / decrease in operating assets

Lendings to financial institutions

Advances

Other assets (excluding current taxation and
including non-banking assets)

Increase / (decrease) in operating liabilities

Bills payable

Borrowings from financial institutions
Deposits and other accounts

Other liabilities (excluding dividend)

Payment against compensated absences
Contribution made to defined benefit plan
Income tax paid

Note

27
27

28.1
358

Net cash flow (used in) / generated from operating activities
CASH FLOWS FROM INVESTING ACTIVITIES

Net investments in available-for-sale securities

Net investments in held-to-maturity securities

Dividend received

Consideration paid on acquisition of subsidiary

Net cash received on acquisition of subsidiary and flotation of modaraba

Investments in fixed assets

Investments in intangibles assets
Proceeds from sale of fixed assets
Proceeds from sale of non-banking assets

Proceeds from sale of non-current assets held for sale

Net cash flow generated from / (used in) investing activities
CASH FLOWS FROM FINANCING ACTIVITIES

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

33

2018 2017
(Restated)
Rupeesin ‘000 ———
10,344,899 9,511,305
_(103198) __ (4304520
10,241,701 9,080,853
823,827 756,238
12,044 22461
128,672 103,188
476,138 (75,239)
- (131,367)
(8,707) (13,795)
(202,282) 51,073
(35,042) -
197,947 180,945
76,527 60,505
149,894 138,427
1,619,018 1,092,436
11,860,719 10,173,289
(1,069,990) 5,836,081
(54,754,210) (32,087,682)
(2,451,007) (3,833,718)
(58,275,207) (30,085,319)
(7,470,196) 11,534,970
(15,351,182) 25,258,052
35,414,176 76,981,414
2,530,226 1,130,144
15,123,024 114,904,580
(31,291,464) 94,992,550
(71,234) (44,461)
(148,937) (139,178)
(3,153,723) (3,865,544)
(34,665,358) 90,943,367
42,328,838 (74,849,808)
1,601,441 (8,018,754)
103,674 431,313
- (209,325)
- 51,939
(1,632,823) (842411)
(26,365) (178,476)
22,296 15,875
600,000 500,000
250,000 -
43,247,061 (82,999,647)
(3,349,572) (3,291,513)
(3,349,572) (3,291,513)
5,232,131 4,652,207
41,673,028 37,020,821
46,905,159 41,673,028

The annexed notes 1 to 44 and annexures | & Il form an integral part of these consolidated financial statements.

FUZAIL ABBAS MOHSIN A. NATHANI SOHAIL HASSAN TARIQ IKRAM MOHAMEDALI R. HABIB
Chief Financial Officer President & Director Director Chairman
Chief Executive Officer
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

1.

STATUS AND NATURE OF BUSINESS

The Group comprises of Habib Metropolitan Bank Limited (the holding company), Habib Metropolitan Financial
Services Limited and Habib Metropolitan Modaraba Management Company (Private) Limited (wholly owned subsidiary
companies) and First Habib Modaraba and Habib Metro Modaraba (Managed by Habib Metropolitan Modaraba Management
Company (Private) Limited).

Holding Company

Habib Metropolitan Bank Limited (the Bank) was incorporated in Pakistan on 03 August 1992, as a public limited company,
under the Companies Ordinance, 1984 (now Companies Act, 2017) and is engaged in commercial banking and related services.
Its shares are listed on the Pakistan Stock Exchange. The holding company operates 322 (2017: 286) branches, including 31
(2017:29) Islamic banking branches and 30 (2017: 34) sub branches in Pakistan. The holding company is a subsidiary of Habib
Bank AG Zurich - Switzerland (the ultimate parent company with 51% shares in the holding company) which is incorporated
in Switzerland. The registered office of the holding company is situated at Spencer's Building, LI. Chundrigar Road, Karachi.

Subsidiary Companies
- Habib Metropolitan Financial Services Limited - 100% holding

Habib Metropolitan Financial Services Limited was incorporated in Pakistan on 28 September 2007 as a public limited company
under the Companies Ordinance, 1984 (now Companies Act, 2017). The registered office of the subsidiary company is located
at 1st Floor, GPC 2, Block 5, Khekashan Clifton, Karachi. The subsidiary company is a corporate member of the Pakistan Stock
Exchange Limited and engaged in equity brokerage services.

- Habib Metropolitan Modaraba Management Company (Private) Limited - 100% holding

Habib Metropolitan Modaraba Management Company (Private) Limited (Modaraba management company) was incorporated
in Pakistan on 1 June 2015 as a private limited under the Companies Ordinance, 1984 (now Companies Act, 2017) and Modaraba
Companies and Modaraba (Floatation and Control) Ordinance, 1980. The registered office of the subsidiary company is located
at 6th Floor, HBZ Plaza, I.I. Chundrigar Road, Karachi.

- First Habib Modaraba - 10% holding

First Habib Modaraba is a perpetual, multi-purpose modaraba having its registered office at 6th Floor, HBZ Plaza, I.I. Chundrigar
Road, Karachi. It is listed on the Pakistan Stock Exchange and engaged in the business of leasing (ljarah), Musharaka, Murabaha
financing and other related business.

- Habib Metro Modaraba - 70% holding

Habib Metro Modaraba (HMM) which is a perpetual, multi-purpose modaraba having its registered office at 6th Floor, HBZ Plaza,
1. Chundrigar Road, Karachi. HMIM's primary business activities are residual value car financing and provision of finance for solar
power solutions on the basis of ljarah / rental / musharkah or any other approved modes of financing. The Bank and the
Modaraba Management Company own 60% and 10% of the certificates of HMM respectively.

BASIS OF PRESENTATION

2.1 These consolidated financial statements comprise the financial statements of the holding company and its subsidiary
companies. The financial statements of the subsidiary companies have been prepared for the same reporting year as the
holding company using consistent accounting policies.
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2.2

2.3

Statement of Compliance

These consolidated financial statements have been prepared in accordance with the accounting and reporting standards
as applicable in Pakistan. The accounting and reporting standards comprise of:

International Financial Reporting Standards (IFRS) issued by the International Accounting Standards Board (IASB) as
are notified under the Companies Act, 2017;

- Islamic Financial Accounting Standards (IFAS) issued by the Institute of Chartered Accountants of Pakistan, as are
notified under the Companies Act, 2017;

- Provisions of and directives issued under the Banking Companies Ordinance, 1962 and the Companies Act, 2017; and
- Directives issued by the State Bank of Pakistan and the Securities and Exchange Commission of Pakistan.

Whenever the requirements of the Banking Companies Ordinance, 1962, the Companies Act, 2017 or the directives issued
by the SBP and the SECP differ with the requirements of the IFRS or IFAS, requirements of the Banking Companies Ordinance,
1962, the Companies Act, 2017 and the said directives shall prevail.

The SBP vide BSD Circular No. 10, dated August 26, 2002 has deferred the applicability of International Accounting Standard
(IAS) 39 "Financial Instruments: Recognition and Measurement" and IAS 40 "Investment Property" for banking companies
till further instructions. Further, according to a notification of the Securities and Exchange Commission of Pakistan (SECP)
through SR.O. No. 411 (1) / 2008 dated April 28, 2008, IFRS 7 "Financial Instruments: Disclosures" has not been made
applicable for banks. Accordingly, the requirements of these standards have not been considered in the preparation of
these financial statements. However, investments have been classified and valued in accordance with the requirements
of various circulars issued by the SBP.

The Securities and Exchange Commission of Pakistan (SECP) has notified Islamic Financial Accounting Standard (IFAS) 3,
"Profit and Loss Sharing on Deposits' issued by the Institute of Chartered Accountants of Pakistan. IFAS 3 shall be followed
with effect from the financial periods beginning on or after January 1, 2014 in respect of accounting for transactions
relating to 'Profit and Loss Sharing on Deposits' as defined by the said standard. The standard will result in certain new
disclosures in the financial statements of the Bank. The SBP through BPRD Circular Letter No. 4 dated February 25, 2015,
has deferred the applicability of IFAS 3 till further instructions and prescribed the Banks to prepare their annual and
periodical financial statements as per existing prescribed formats issued vide BPRD Circular 02 of 2018, as amended from
time to time.

Standards, Interpretations and Amendments to Published Approved Accounting Standards that are
effective in current year

There are certain new and amended standards, interpretations and amendments that are mandatory for the Group's

accounting periods beginning on or after 1 January 2018 but are considered not to be relevant or do not have any

significant effect on the Group's operations and therefore not detailed in these financial statements.

2.3.1 The SBP has prescribed a new format for financial statements of banks effective from the year ended 31 December
2018. Accordingly, these consolidated financial statements are prepared in accordance with the new format. The

changes impacting (other than certain presentation changes) these financial statements include:

- Recording of acceptances, refer note 4.21, as on-balance sheet item (previously disclosed as off-balance sheet
item) (note 14 and 18).

- Inclusion of surplus / deficit on revaluation of assets as part of equity (previously shown below equity).

- Otherreversal of provisions / write offs have now been combined under provisions & write off - net (note 30).






