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HABIBMETRO

INDEPENDENT AUDITOR'S REPORT

To the members of Habib Metropolitan Bank Limited
Report on the Audit of the Consolidated Financial Statements
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 2020, 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 2020 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:

S. No. 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 audit procedures to verify provision against advances,
and the accounting policies in note 4.6 to the consolidated amongst others, included the following:

finandial statements. ® Reviewed the design and tested the operating

The Group's advances to the customers represent 31.36% effectiveness of key controls established by the Group
of its total assets as at 31 December 2020 and are stated to identify loss events and for determining the extent
net of provision at Rs. 321.65 billion. of provisioning required against non-performing loans.
The provision against loans and advances was identified The testing of controls included testing of:

as a key audit matter in our audit as it involves a
considerable degree of management judgment and
compliance with the Prudential Regulations (PRs) issued
by the State Bank of Pakistan.

- Process over the correct classification of non-performing
advances on time based criteria;




S. No.

Key Audit Matters

How the matter was addressed in our audit

- controls over monitoring of advances with higher
risk of default and correct classification of non-
performing advances on subjective criteria;

- controls over accurate computation and recording
of provisions; and

- controls over the governance and approval process
related to provisions, including continuous
reassessment by the management.

¢ In accordance with the regulatory requirement, we
sampled and tested at least sixty percent of the total
advances portfolio and performed the following
substantive procedures for sample loan accounts:

- verified repayments of loan / mark-up installments
and checked that non-performing loans have been
correctly classified and categorized based on the
number of days overdue; and

- examined watch list accounts and, based on review
of the individual facts and circumstances, discussions
with management and our assessment of financial
conditions of the borrowers, formed a judgement
as to whether classification of these accounts as
performing was appropriate.

o (Checked the accuracy of the provision made against
non-performing advances by recomputing the
provision amount after considering the benefit of
forced sales value, if any, in accordance with the criteria
prescribed under the PRs.

o Where the management has not identified indicators
displaying impairment, reviewed the credit history,
account movement, financial ratios, report on security
maintained and challenged the management's
assessment based on our view of the credit from the
review of credit file.

We also issued instructions to auditors of two subsidiaries,
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. We,
as Group auditors, evaluated the work performed by the
component auditors and the results thereof.
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S. No.

Key Audit Matters
VALUATION OF INVESTMENTS

How the matter was addressed in our audit

The carrying value of investments held by the Group
amounted to Rs. 582.51 billion, which constitutes 56.79%
of the Group's total assets as at 31 December 2020.

Significant portion of the investments comprise of equity,
debt and government securities.

Investments are carried at cost or fair value in accordance
with the Group's accounting policy relating to their
measurement. Provision against investments is made
based on the stated impairment policy of the Group.

We identified assessing the carrying value of the
investment as a key audit matter because of its significance
to the financial statements and because assessing the key
impairment assumptions involves a significant degree of
management judgment.

Our audit procedures to verify valuation of investments,
amongst others, included the following:

¢ Assessed the design and tested operating effectiveness
of the relevant controls in place relating to valuation
of investments;

e (Checked on a test basis the valuation of investments
in the portfolio, as recorded in the general ledger, to
supporting documents, externally quoted market prices
and break-up values including the significant and
prolonged decline in fair value of equity investments
for impairment;

¢ Obtained independent confirmations for verifying the
existence of the investment portfolio as at 31 December
2020 and reconciled it with the books and records of

the Group. Where such confirmations were not
available, alternate procedures were performed; and

e Fvaluated the Group's assessment of available for sale
and held to maturity financial assets for any additional
impairment in accordance with the relevant accounting
standards as applicable in Pakistan and performed an
independent assessment of the assumptions and
conclusions.

We also issued instructions to the auditors of the two
subsidiaries, highlighting 'Valuation of Investment' as a
significant risk. We as Group auditors evaluated the work
performed by the component auditors and the result
thereby.

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
50, 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
always 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 these 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:

e |dentify 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.

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

e 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 madify 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.

e 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.

e 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.
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We communicate with the Board of Directors regarding, among other matters, the planned scope and timing of the audit and
significant 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
independence, and to communicate with them all relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.

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 regulation 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 Amyn Pirani.
KPMG Taseer Hadi & Co.

Chartered Accountants
Karachi: 6 March 2021



CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT 31 DECEMBER 2020

ASSETS

Cash and balances with treasury banks
Balances with other banks

Lendings to financial institutions
Investments

Advances

Fixed assets

Intangible assets

Deferred tax assets

Other assets

LIABILITIES

Bills payable

Borrowings

Deposits and other accounts

Liabilities against assets subject to finance lease
Sub-ordinated debts

Deferred tax liabilities

Other liabilities

NET ASSETS

REPRESENTED BY

Share capital
Reserves

Surplus / (deficit) on revaluation of assets - net of tax

Unappropriated profit

Non-controlling interest

CONTINGENCIES AND COMMITMENTS

Note

O 0 N O

A w N — O
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2020

2019

Rupees in ‘000

54,694,826
2,272,896
1,000,000

582,508,836
321,655,831
9,100,177
131,331
1,153,598

53,100,970

1,025,618,465

15,421,002
205,811,905
680,390,688

62,657,119

70,713,833
2,887,179
22,197,303
443,526,749
273,592,854
8,381,391
108,370
3,710,134

40,108,379

865,226,192

964,280,714
61,337,751

10,478,315
20,129,515
3,183,141

24,207,141

57,998,112
3,339,639

61,337,751

11,739,382
145,810,180
611,259,968

48,587,058

817,396,588
47,829,604

10,478,315
17,706,354
(2,873,134)
1

9,224,491

44,536,026
3,293,578

47,829,604

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

FUZAIL ABBAS MOHSIN A. NATHANI TAHIRA RAZA RASHID AHMED JAFER MOHAMEDALI R. HABIB
Chief Financial Officer President & Director Director Chairman
Chief Executive Officer



HABIBMETRO

CONSOLIDATED PROFIT & LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2020

Mark-up / return / interest earned

Mark-up / return / interest expensed

Net mark-up / interest income

Non mark-up / interest income

Fee and commission income
Dividend income

Foreign exchange income

Income / (loss) from derivatives
(Loss) / gain on securities

Other income

Total non mark-up / interest income
Total Income

Non mark-up / interest expenses

Operating expenses

Workers' welfare fund

Other charges

Total non-mark-up / interest expenses
Profit before provisions

Provisions and write offs - net

Extra ordinary / unusual items

Profit before taxation

Taxation
Profit after taxation
Profit attributable to:

Equity shareholders of the holding company

Non-controlling interest

Basic and diluted earnings per share

Note

23
24

25

26
27

28

29

30

31

32

2020 2019
Rupees in ‘000
77,121,348 72,921,634
(47,697,536) (54,954,379)
29,423,812 17,967,255
5,440,486 5,295,245
191,828 101,797
4,086,904 3,116,980
(44,339) (1,167,204)
42,392 63,615
9,717,271 7410433
39,141,083 25,377,688
14,573,245 12,982,036
463,452 245,636
97,092 101,813
(15,133,789) (13,329,485)
24,007,294 12,048,203
(3,621,049) (419,546)
20,386,245 11,628,657
(8,050,797) (4,666911)
12,335,448 6,961,746
12,053,072 6,645,512
282,376 316,234
12,335,448 6,961,746
Rupees

11.50 6.34

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

FUZAIL ABBAS MOHSIN A. NATHANI
Chief Financial Officer President &
Chief Executive Officer

TAHIRA RAZA RASHID AHMED JAFER MOHAMEDALI R. HABIB

Director

Chairman



CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2020

Note 2020 2019
Rupees in ‘000

Profit after taxation 12,335,448 6,961,746
Other comprehensive income

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

Effect of translation of net investment in an offshore branch 85 28
Movement in surplus / deficit on revaluation of investments - net of tax 6,083,554 2,662,346
6,083,639 2,662,374

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

Remeasurement gain / (loss) on defined benefit obligations - net of tax 64,618 56,448
Movement in surplus on revaluation of non-banking assets - net of tax - 48,840

64,618 105,288
Total comprehensive income 18,483,705 9,729,408
Equity share holders of the holding company 18,177,328 9,393,746
Non-controlling interest 194 306,377 335,662

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

FUZAIL ABBAS MOHSIN A. NATHANI TAHIRA RAZA RASHID AHMED JAFER MOHAMEDALI R. HABIB
Chief Financial Officer President & Director Director Chairman
Chief Executive Officer



HABIBMETRO

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2020

Surplus / (deficit)
Reserves on revaluation
Exchange ’ on- Un- Non-
Share ; Share  Statutory Special ~Revenue Investments h B Sub .
} translation h banking appropriated controlling  Total
capital reserye  PrEMium - reserve  reserve - reserve assets profit total interest
. Rupees in ‘000
Opening balance as at
1 January 2019 10478315 - 2550985 12080082 240361 1500000 (5741590) 179461 15950329 37237943 3214407 40452350
Profitafter taxation - - - - - - - - 6645512 || 6645512 || 316234 || 6961746
Other comprehensive income
-netoftax - 8 - - - - 2643025 48840 56341 {| 2748234 19428 || 2767662
Total comprehensive income - 2 - - - - 2643025 48840 6701853 9393746 335662 9729408
Transfer to statutory reserve - - - 1334898 - - - - (13348%) - - -
Transfer from surplus on revaluation
of assets to unappropriated profit
-net of tax - - - - - - - (2870) 2870 - - -

Transactions with owners,
recorded directly in equity

Cash dividend by Habib Metropolitan
Bank (Rs.2.00 per share) for the year
ended 31 December 2018 - - - - - - - - (2095663 (2095663) - (2095663)

Profit distribution by First Habib
Modaraba (Rs. 140 per certificate)
forthe period ended 30 June 2019

Profit distribution by Habib Metropolitan
Modaraba (Rs. 0275 per certificate)

(254016)  (254016)

forthe period ended 30 June 2019 - - - - - - - - - - (2475) (2475)
Balance as at

31 December 2019 10478315 B 2550985 13414980 240361 1500000 (3098565 225431 19224491 44536026 3293578 47829604
Profitafter taxation - - - - - - - - [|12053,072 {|12,053072 || 282,376 || 12335448
Other comprehensive income

-netof tax - 85 - - - - 6,059,736 - 64435 || 6,124,256 24001 || 6,148257
Total comprehensive income - 85 - - - - 6059736 - 12117507 18177328 306377 18483705
Transfer to statutory reserve - - - 2423076 - - - - (2423076) - - -

Transfer from surplus on revaluation
of assets to unappropriated profit
-net of tax - - - - - - - (3461) 3461 - - -

Transactions with owners,
recorded directly in equity

Cash dividend by
Habib Metropolitan Bank (Rs. 2.50
per share) for the year ended
31 Decernber 2019 - - - - - - -

Interim dividend by Habib Metropolitan
Bank (Rs. 2.00 per share) for the
yearended 31 December 2020 - - - - - - -

Profit distribution by
First Habib Modaraba (Rs. 140
per certificate) for the period
ended 30 June 2020 - - - - - - - - - - (254016)  (254016)

Profit distribution by
Habib Metropolitan Modaraba
(Rs.0.70 per certificate) for the
period ended 30 June 2020 - - - - - - - - - - (6,300) (6,300)

Balance as at
31 December 2020 10478315 113 2550985 15838056 240361 1500000 2961171 221970 24,207,141 57998112 3339639 61,337,751

(2619579) (2619579) - (2619579

(2095,663) (2,095,663) - (2095663)

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

FUZAIL ABBAS MOHSIN A. NATHANI TAHIRA RAZA RASHID AHMED JAFER MOHAMEDALI R. HABIB
Chief Financial Officer President & Director Director Chairman
Chief Executive Officer



CONSOLIDATED CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2020

Note 2020 2019
CASH FLOW FROM OPERATING ACTIVITIES Rupees in ‘000
Profit before taxation 20,386,245 11,628,657
Less: Dividend income (191,828) (101,797)
20,194,417 11,526,860
Adjustments
Depreciation on fixed assets 11.2 1,084,952 987,925
Depreciation on right-of-use assets 1.2 813,001 774,608
Depreciation on non-banking assets 14.1.1 18,428 11,236
Amortization 12 59,632 93,594
Mark-up / interest expensed on lease liability
against right-of-use assets 24 583,756 446,555
Provisions and write offs excluding recovery of
written off bad debts 30 3,637,614 436,885
Net gain on sale of fixed assets 27 (23,011) (16,486)
Provision against workers’ welfare fund 463,452 245,636
Provision against compensated absences 107,929 82,448
Provision against defined benefit plan 358 172,219 173,397
6,917,972 3,235,798
27,112,389 14,762,658
(Increase) / decrease in operating assets
Lendings to financial institutions 21,197,303 (10,212,508)
Advances (53,512,587) (37,860,392)
Other assets (excluding current taxation,
dividend and non-banking assets) 2,167,441 (4,165,060)
(30,147,843) (52,237,960)
Increase / (decrease) in operating liabilities
Bills payable 3,681,620 (434,024)
Borrowings from financial institutions 59,788,798 91,885,083
Deposits and other accounts 69,130,720 68,420,511
Other liabilities (excluding current taxation) (3,146,661) 7,651,638
129,454,477 167,523,208
126,419,023 130,047,906
Payment against workers' welfare fund (16,853) -
Payment against compensated absences (86,747) (64,895)
Contribution made to defined benefit plan (171,722) (172,405)
Income tax paid (5,925,957) (4,334443)
Net cash flow from operating activities 120,217,744 125,476,163
CASH FLOW FROM INVESTING ACTIVITIES
Net investments in available-for-sale securities (129,543,833) (98,382,754)
Net investments in held-to-maturity securities (268,522) 169,475
Dividend received 189,222 101,797
Investments in fixed assets (1,447,176) (1,512,600)
Investments in intangible assets (82,593) (38319
Proceeds from sale of fixed assets 31,322 22,390
Effect of translation of net investment in an offshore branch 85 28
Net cash used in investing activities (131,121,495) (99,639,983)
CASH FLOW FROM FINANCING ACTIVITIES
Dividend paid (4,949,435) (2,348,098)
Payment of lease liability against right-of-use assets (993,031) (897,248)
Net cash used in financing activities (5,942,466) (3,245,346)
Increase in cash and cash equivalents (16,846,217) 22,590,834
Cash and cash equivalents at beginning of the year 69,495,993 46,905,159
Cash and cash equivalents at end of the year 33 52,649,776 69,495,993

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

FUZAIL ABBAS MOHSIN A. NATHANI TAHIRA RAZA RASHID AHMED JAFER 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 2020

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 holding company) was incorporated in Pakistan on 3 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 376 (2019: 362) branches,
including 31 (2019: 31) islamic banking branches and an offshore branch (Karachi Export Processing Zone branch), and 30
(2019: 30) 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, I.I. 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 01 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, .. Chundrigar Road, Karachi.

- First Habib Modaraba - 10% holding

First Habib Modaraba (FHM) is a perpetual, multi-purpose modaraba having its registered office at 6th Floor, HBZ Plaza,
1. 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 3rd floor Al-Manzoor
Building, .. Chundrigar Road, Karachi. HMM'’s primary business activities are residual value car financing and provision of finance
for solar power solutions on the basis of ijarah / rental / musharaka or any other approved modes of financing. The holding
company and the Modaraba Management Company own 60% and 10% of the certificates of HMM respectively.



2.

BASIS OF PRESENTATION
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2.2

23

These consolidated financial statements represent separate financial statements of the Group. The financial statements
of the holding company and its subsidiary companies are being separately issued.

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 (SBP) and the Securities and Exchange Commission of Pakistan (SECP).

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 26 August 2002 has deferred the applicability of International Accounting Standard
(1AS) 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 S.R.O. No. 411 (1) / 2008 dated 28 April 2008, IFRS 7 "Financial Instruments: Disclosures" has not been made
applicable for banks. Further, SBP has directed all banks to implement IFRS 9, Financial Instruments, with effect from 01
January 2021 vide BPRD Circular No. 04 of 2019 dated 23 October 2019. 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.

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 1 January 2014 in respect of accounting for transactions
relating to 'Profit and Loss Sharing on Deposits' as defined by the said standard. The standard has resulted in certain new
disclosures in the financial statements of the Bank. The SBP through BPRD Circular Letter No. 4 dated 25 February 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

2.3.1 There are certain other new and amended standards, interpretations and amendments that are mandatory for
the Group's accounting periods beginning on or after 1 January 2020 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 consolidated
financial statements.






