Habib Metropolitan Bank

(Subsidiary of Habib Bank AG Zurich)

CONSOLIDATED ACCOUNTS
FOR THE QUARTER ENDED
31 MARCH 2010

(UN-AUDITED)
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CONSOLIDATED CONDENSED INTERIM
BALANCE SHEET (UN-AUDITED)
AS AT 31 MARCH 2010

Note 31 March, 31 December,
2010 00
(Un-Audited) (Audited)
ASSETS Rupees in ‘000
Cash and balances with treasury banks 11,122,734 11,192,498
Balances with other banks 6 3,147,963 4,836,399
Lendings to financial institutions 7 4,112,982 150,000
Investments 8 108,212,174 111,379,520
Advances 9 103,217,304 102,293,132
Operating fixed assets 10 2,498,735 2,465,977
Deferred tax assets 1 911,750 825,465
Other assets 3,992,605 4,015,510
237,216,247 237,158,501
LIABILITIES
Bills payable 3,012,102 3,111,476
Borrowings 12 63,871,493 68,186,674
Deposits and other accounts 13 145,726,171 142,185,495
Sub-ordinated loans - -
Liabilities against assets subject to finance lease - =
Deferred tax liabilities - =
Other liabilities 5,883,487 4,923,208
218,493,253 218,406,844
NET ASSETS 18,722,994 18,751,657
REPRESENTED BY
Share capital 7,527,525 7,527,525
Reserves 8,932,239 7,587,835
Unappropriated profit 2,388,001 3,784,926
18,847,765 18,900,286
Deficit on revaluation of assets - net of tax 14 (124,771) (148,629)
18,722,994 18,751,657
CONTINGENCIES AND COMMITMENTS 15

The annexed notes 1 to 20 form an integral part of these consolidated condensed interim financial statements.

KASSIM PAREKH ANJUM IQBAL FIRASAT ALI MOHAMEDALI R. HABIB
Chairman Chief Executive Director Director
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CONSOLIDATED CONDENSED INTERIM
PROFIT AND LOSS ACCOUNT (UN-AUDITED)
FOR THE QUARTER ENDED 31 MARCH 2010

LIV

Note

Mark-up / return / interest earned
Mark-up / return / interest expensed

Net mark-up / interest income

Provision against non-performing loans and advances
Provision 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 / redemption of securities

Unrealized gain / (loss) on revaluation of investments
classified as 'held for trading’

Other income

Total non mark-up / interest income

Non mark-up / interest expenses
Administrative expenses

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

Basic and diluted earnings per share (Rupees) 16

2010

2009
(Restated)

Rupees in ‘000

5,806,170 5,065,589
(4,129,380) (3,209,262)
1,676,790 1,856,327
558,363 327,882
(558,363) (327,882)
1,118,427 1,528,445
404,982 274,442
115,114 41,940
330,953 390,781
47,072 26,928
57,999 75,637
956,120 809,728
2,074,547 2,338,173
1,007,960 876,114
30,072 39,164
(1,038,032) (915,278)
1,036,515 1,422,895
1,036,515 1,422,895
435,416 656,683
(99,133) (164,787)
(336,283) (491,896)
700,232 930,999
(Restated)
0.93 1.24

The annexed notes 1 to 20 form an integral part of these consolidated condensed interim financial statements.

KASSIM PAREKH ANJUM IQBAL FIRASAT ALI
Chairman Chief Executive Director

MOHAMEDALI R. HABIB
Director
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CONSOLIDATED CONDENSED INTERIM

STATEMENT OF COMPREHENSIVE INCOME (UN-AUDITED)
FOR THE QUARTER ENDED 31 MARCH 2010

2010 2009
(Restated)

Rupees in ‘000

Profit after taxation for the period 700,232 930,999

Other comprehensive income - =

Comprehensive income transferred to equity 700,232 930,999

Components of comprehensive income not reflected in equity

Surplus on revaluation of investments 36,705 1,361,519

Deferred tax on revaluation of investments (12,847) (476,413)
23,858 885,106

724,090 1,816,105

The annexed notes 1 to 20 form an integral part of these consolidated condensed interim financial statements.

KASSIM PAREKH ANJUM IQBAL FIRASAT ALI MOHAMEDALI R. HABIB
Chairman Chief Executive Director Director
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CONSOLIDATED CONDENSED INTERIM

CASH FLOW STATEMENT (UN-AUDITED) ] 0 UM U BB
FOR THE QUARTER ENDED 31 MARCH 2010 D

2010 2009
(Restated)

Rupees in ‘000
CASH FLOWS FROM OPERATING ACTIVITIES

Profit before taxation 1,036,515 1,422,895
Less: Dividend income (115,114) (41,940)
921,401 1,380,955
Adjustments
Depreciation 71,086 50,266
Provision against non-performing loans and advances 558,363 327,882
(Reversal)/provision for diminution in the value of investments (23,897) -
(Gain) on sale of fixed assets (846) (777)
604,706 377,371
1,526,107 1,758,326
(Increase) / decrease in operating assets
Lendings to financial institutions (3,962,982) (6,975,271)
Advances (1,482,535) 5,902,438
Other assets 22,905 (357,111)
(5,422,612) (1,429,944)
Increase / (decrease) in operating liabilities
Bills payable (99,365) 603,308
Borrowings (3,789,952) 14,864,114
Deposits 3,540,676 (8,944,429)
Other liabilities (excluding taxation and dividend) 444,774 (957,777)
96,133 5,565,216
(3,800,372) 5,893,598
Income tax paid (672,663) (366,918)
Net cash inflows from operating activities (4,473,035) 5,526,680
CASH FLOWS FROM INVESTING ACTIVITIES
Net investments in available-for-sale securities 3,927,948 (7,081,447)
Net investments in held-to-maturity securities (700,000) (300,000)
Dividend received 115,114 41,940
Investments in operating fixed assets (104,405) (97,959)
Proceeds from sale of fixed assets 1,407 883
Net cash inflows from investing activities 3,240,064 (7,436,583)

CASH FLOWS FROM FINANCING ACTIVITIES

Dividend paid - (14)

Net cash flows from financing activities - (14)
Decrease in cash and cash equivalents (1,232,971) (1,909,917)
Cash and cash equivalents at beginning of the period 14,258,618 13,133,170
Effect of exchange rate changes on cash and cash equivalent (25,917) 38,271
Cash and cash equivalents at the end of the period 12,999,730 11,261,524

The annexed notes 1 to 20 form an integral part of these consolidated condensed interim financial statements.

KASSIM PAREKH ANJUM IQBAL FIRASAT ALI MOHAMEDALI R. HABIB
Chairman Chief Executive Director Director
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CONSOLIDATED CONDENSED INTERIM

STATEMENT OF CHANGES IN EQUITY (UN-AUDITED)
FOR THE QUARTER ENDED 31 MARCH 2010

Balance as at 1 January 2009

Issue of bonus shares in the ratio
of 25 shares for every 100
shares held

Changes in equity for the quarter
ended 31 March 2009

Total comprehensive income for
the quarter ended 31 March 2009
— profit for the quarter (Restated)

Transfer to statutory reserve

Balance as at 31 March 2009

Total comprehensive income for
the nine months period ended
31 December 2009
= profit for the nine months

Transactions with shareholders
recognized directly in equity

Issue of bonus share in the ratio
of 25 shares for every 100
shares held

Transfer to statutory reserve

Balance as at 31 December 2009

Transactions with shareholders
recognized directly in equity

Transfer to reserve for issuance of
bonus shares in the ratio of 16
shares for every 100 shares held

Cash dividend (Re. 1 per share)

Changes in equity for the quarter
ended 31 March 2010

Total comprehensive income for
the quarter ended 31 March 2010
— profit for the quarter

Transfer to statutory reserve

Balance as at 31 March 2010

Reserves
Share Shares  Statutory  Special  Revenue  Reserve Unappro-  Total
Capital  premium reserve  reserve  reserve  forissue priated
of bonus profit
shares
Rupees in ‘000

6,022,020 2,550,985 2,748,590 240,361 1,500,000 - 3,091,767 16,153,723

= = = = = 1,505,505 (1,505,505) =

- - - - - - 930,999 930,999

- - 184,000 - - - (184,000) -
6,022,020 2,550,985 2,932,590 240,361 1,500,000 1,505,505 2,326,539 17,084,722

= = = = = = 1,815,564 1,815,564
1,505,505 = = = = (1,505,505) = =

- - 363,899 - - - (363,899) -
7,627,525 2,550,985 3,296,489 240,361 1,500,000 = 3,784,926 18,900,286

- - - - - 1,204,404 || (1,204,404) -

- - - - - - (752,753)|| (752,753)

- - - - - 1,204,404 (1,957,157) (752,753)

- - - - - - 700,232 700,232

- - 140,000 - - - (140,000) -
7,527,525 2,550,985 3,436,489 240,361 1,500,000 1,204,404 2,388,001 18,847,765

The annexed notes 1 to 20 form an integral part of these consolidated condensed interim financial statements.

KASSIM PAREKH
Chairman

ANJUM IQBAL
Chief Executive

FIRASAT ALI
Director

MOHAMEDALI R. HABIB
Director
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INTERIM FINANCIAL STATEMENTS (UN-AUDITED)

NOTES TO THE UNCONSOLIDATED CONDENSED il \/ D
FOR THE QUARTER ENDED 31 MARCH 2010 ] D UM U 3

1. STATUS AND NATURE OF BUSINESS:
1.1 The Group comprises of:

Holding company
Habib Metropolitan Bank Ltd.

Subsidiary
Habib Metropolitan Financial Services Limited

Here-in-after referred to as "the Group" is engaged in providing Commercial Banking,
financial services and equity brokerage services.

Habib Metropolitan Bank Ltd. (the Bank) was incorporated in Pakistan on 3 August, 1992
as a public limited company, under the Companies Ordinance, 1984 and is engaged in
commercial banking and related services. Its shares are listed on all stock exchanges in
Pakistan. The registered office of the Bank is situated at Spencer’s Building, I.I Chundrigar
Road, Karachi. The Bank operates 120 (31 December, 2009: 120) branches including 4
(31 December, 2009: 4) Islamic Banking Branches in Pakistan. The Bank is a subsidiary
of Habib Bank AG Zurich which is incorporated in Switzerland.

2. BASIS OF PRESENTATION AND CONSOLIDATION

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

These consolidated condensed interim financial statements include the financial statements of
the holding company and its subsidiary company. The financial statements of the subsidiary
company have been consolidated on a line-by-line basis and the carrying value of the investments
held by the holding company has been eliminated against the shareholder's equity in the subsidiary
company. Intra - group balances or transactions have been eliminated.

3. STATEMENT OF COMPLIANCE

3.1 These consolidated condensed interim financial statements have been prepared in accordance
with approved accounting standards as applicable in Pakistan. Approved accounting
standards comprise of International Financial Reporting Standards (IFRS) issued by the
International Accounting Standards Board (IASB) and Islamic Financial Accounting Standards
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3.2

(IFAS) issued by the Institute of Chartered Accountants of Pakistan (ICAP) as are notified
under the Companies Ordinance, 1984, the requirements of the Companies Ordinance,
1984, the Banking Companies Ordinance, 1962 and directives issued by the Securities and
Exchange Commission of Pakistan (SECP) and the State Bank of Pakistan (SBP). Wherever
the requirements of the Companies Ordinance, 1984, the Banking Companies Ordinance,
1962 or directives issued by the SECP and the SBP differ with the requirements of IFRS
or IFAS, the requirements of the Companies Ordinance, 1984, the Banking Companies
Ordinance, 1962 or the requirements of the said directives shall prevail.

The SBP vide BSD Circular No. 10, dated 26 August 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. Accordingly, the requirements of these standards have not been considered
in the preparation of these consolidated condensed interim financial statements. However,
investments have been classified and valued in accordance with the requirement of various
circulars issued by the SBP.

ACCOUNTING POLICIES, ESTIMATES AND RISK MANAGEMENT POLICIES

41

4.2

The accounting policies adopted underlying estimates and methods of computation followed
in the preparation of these consolidated condensed interim financial statements are
consistent with those applied in the preparation of the annual financial statements of the
consolidated annual financial statements of the Group for the year ended 31 December
2009.

The financial risk management objectives and policies adopted by the Group are consistent
with that disclosed in the financial statements of the Group for the year ended 31 December
2009.

BASIS OF PRESENTATION

The disclosures included in these consolidated condensed interim financial statements are
limited based on the format prescribed by the State Bank of Pakistan, vide BSD Circular Letter
No. 2 dated 12 May 2004 and International Accounting Standard 34, Interim Financial Reporting.
They do not include all of the information required for full consolidated annual financial statements,
and these consolidated condensed interim financial statements should be read in conjunction
with the consolidated financial statements of the Group for the year ended 31 December 2009.
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LIV

BALANCES WITH OTHER BANKS
31 March 31 December

2010 2009
(Un-Audited)  (Audited)

Rupees in ‘000

In Pakistan
— Current accounts 168,810 194,743
— Deposit accounts 3,508 159

172,318 194,902
Outside Pakistan
— Current accounts 1,293,889 1,356,074
— Deposit accounts 1,681,756 3,285,423

2,975,645 4,641,497
3,147,963 4,836,399

LENDINGS TO FINANCIAL INSTITUTIONS

Call money lendings 3,100,000 100,000
Repurchase agreement lendings (Reverse Repo) 1,012,982

Letter of placements 50,000

4,112,982 150,000
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8.

INVESTMENTS

Note

Available-for-sale securities
Market Treasury Bills
Pakistan Investment Bonds

Ordinary shares of listed
companies

Ordinary shares of unlisted
companies

Preference shares of a listed
company

Listed Term Finance Certificates

Unlisted Term Finance
Certificates

Sukuk Certificates/Bonds
Open end mutual funds
Closed end mutual funds

Held-to-maturity securities
Certificate of Investments
Investments at cost

Less: Provision for diminution in
the value of investments

Investments — net of provisions

Deficit on revaluation of
available-for-sale
investments — net

Investments after revaluation of
available-for-sale investments

31 March 2010

31 December 2009

(Un-Audited) (Audited)
Held by Givenas Total Held by — Givenas Total
Bank collateral Bank collateral

32,032,966 31,937,336 63,970,302
14,094,555 4,775,403 18,869,958

Rupees in ‘000

36,395,925 34,383,407 70,779,332
12,736,368 4,788,400 17,524,768

403,498 - 403,498 276,750 = 276,750
123,101 - 123,101 123,101 - 123,101
40,000 - 40,000 40,000 - 40,000
2,062,048 - 2,062,048 1,911,435 = 1,911,435
4,472,345 - 4,472,345 4,407,393 = 4,407,393
8,216,405 - 8,216,405 8,118,738 = 8,118,738
9,620,336 - 9,620,336 8,524,630 = 8,624,630
129,261 - 129,261 129,055 - 129,055
71,194,515 36,712,739 107,907,254 72,663,395 39,171,807 111,835,202
700,000 - 700,000 - - -
71,894,515 36,712,739 108,607,254 72,663,395 39,171,807 111,835,202

(203,125) - (203,125)

(227,02) - (227,022)

71,691,390 36,712,739 108,404,129

(60,163) (131,792)  (191,955)

72,436,373 39,171,807 111,608,180

(78,405) (150,255)  (228,660)

71,631,227 36,580,947 108,212,174

72,357,968 39,021,552 111,379,520
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LIV

9. ADVANCES Note 31 March 31 December
2010 2009
(Un-Audited) (Audited)

Rupees in ‘000

Loans, cash credits, running finances, etc.

In Pakistan 87,474,319 86,998,347
Net investment in finance lease / ijara financing

In Pakistan 1,289,463 1,385,434
Net assets / investment in ijarah under IFAS 2 329,262 212,552

Bills discounted and purchased (excluding Market
Treasury Bills)

Payable in Pakistan 5,126,401 4,810,638

Payable outside Pakistan 14,183,343 13,515,637

19,309,744 18,326,275

Advances - gross 9.1 108,402,788 106,922,608
Provision against non-performing advances

— specific (4,760,739) (4,204,731)

—general 9.3 (424,745) (424,745)

(5,185,484) (4,629,476)

Advances - net of provisions 103,217,304 102,293,132

9.1 Advances include Rs. 7,518,071 thousand (2009: Rs 6,364,335 thousand) which have been
placed under non-performing status as detailed below:
31 March 2010 (Un-Audited)
Classified Provision Provision
advances required held

Rupees in ‘000

Category of Classification

Substandard 50,584 4,471 4,471
Doubtful 2,625,956 1,036,855 1,036,855
Loss 4,841,531 3,719,413 3,719,413

7,518,071 4,760,739 4,760,739

31 December 2009 (Audited)

Classified Provision Provision
advances required held

Rupees in ‘'000———

Category of Classification

Substandard 230,099 32,426 32,426
Doubtful 1,082,445 405,567 405,567
Loss 5,051,791 3,766,738 3,766,738

6,364,335 4,204,731 4,204,731
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9.2 In accordance with the directives issued by SBP, the Bank has considered the benefit of
40% of FSV of pledged stocks and mortgaged residential, commercial and industrial
properties held as collateral against all Non Performing Loans (NPLs), except consumer
financing, for three years from the date of classification for calculating provisioning
requirements.

9.3 General provision includes provision of Rs. 16.224 million (2009: Rs. 16.195 million) made
against consumer portfolio in accordance with the Prudential Regulations issued by the
SBP at 1.5% of fully secured and at 5% of the unsecured consumer portfolio.

10. OPERATING FIXED ASSETS

11.

During the current period, additions and disposals in operationg fixed assets amounted to Rs
62.795 million (31 March 2009: Rs. 42.345 million) and Rs. 0.562 million (31 March 2009: Rs.
0.106 million) respectively.

DEFERRED TAX ASSETS

The Finance Act, 2009, has made significant amendments in the Seventh Schedule to Income
Tax Ordinance, 2001. The deductions for provisions for doubtful and loss categories of advances
and off-balance sheet items are allowed upto a maximum of 1% of total advances. The amount
of bad debts classified as OAEM (in agriculture) and substandard under Prudential Regulation
issued by State Bank of Pakistan would not be allowed as an expense. Provisioning in excess
of 1% of total advances would be allowed to be carried over to succeeding years. Therefore,
the management has carried out an exercise at period end and concluded that they would be
able to get deduction of provision in excess of 1% of total advances and have recognized
deferred tax asset on such provision amounting to Rs. 846.493 million.
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LIV

31 March 31 December
2010 2009
(Un-Audited) (Audited)

Rupees in ‘000
12. BORROWINGS

Secured
Borrowings from State Bank of Pakistan
—under export refinance scheme 23,733,334 24,820,596
—under long term finance — export oriented projects 1,716,407 1,858,677
—under long term finance — locally manufactured
plant and machinery 835,896 677,608
26,285,637 27,356,881
Repurchase agreement borrowings 36,146,713 38,807,235
62,432,350 66,164,116
Unsecured
Call borrowings - 100,000
Overdrawn nostro accounts 1,240,331 1,755,865
Overdrawn local bank accounts 30,636 40,331
Other short term borrowing 168,176 126,362

1,439,143 2,022,558
63,871,493 68,186,674

13. DEPOSITS AND OTHER ACCOUNTS

Customers

Fixed deposits 70,141,193 63,745,868
Saving deposits 34,877,677 39,879,767
Current accounts (non-remunerative) 31,961,045 33,250,907
Others 1,334,630 1,478,044

138,314,545 138,354,586

Financial Institutions
Remunerative deposits 7,057,415 3,693,545
Non-remunerative deposits 354,211 137,364
7,411,626 3,830,909

145,726,171 142,185,495
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14. DEFICIT ON REVALUATION OF ASSETS - NET OF TAX

Available-for-sale securities:
Market Treasury Bills
Pakistan Investment Bonds
Listed Shares
Term Finance Certificates
Sukuk Certificates / Bonds
Mutual Funds

Related deferred tax asset - net

15. CONTINGENCIES AND COMMITMENTS

15.1

15.2

15.3

154

15.5

Direct credit substitutes
Bank guarantees of indebtness in favour of banking
companies and other financial institutions

Transaction-related contingent liabilities

Includes performance bonds, bid bonds, advance
payment guarantees and shipping guarantees
favouring:
i) Government
if) Banking companies and other financial institutions
iii) Others

Trade-related contingent liabilities
Letters of credit

Acceptances

Commitments in respect of forward exchange
contracts

Purchase
Sale

Commitments in respect of Repurchase agreement
borrowings

31 March
2010
(Un-Audited)

31 December
2009
(Audited)

Rupees in ‘000

(12,074) 27,645
(237,479) (264,249)
34,817 31,317
(110,906) (112,001)
(6,269) (19,200)
139,956 107,828
(191,955) (228,660)
67,184 80,031
(124,771) (148,629)
106,518 106,518
13,432,035 7,384,640
160,601 184,431
2,841,940 6,521,564
16,434,576 14,090,635
32,176,249 33,926,635
9,454,866 8,815,049
23,040,839 25,374,364
27,118,688 29,690,658
1,013,273 4,655,405
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