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Chairman’s Message

Dear Shareholders,
\24"//
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On behalf of the Board of Directors, it is my privilege to present the Annual Report of Faysal Bank Limited for the
year ended December 31, 2020.

The year was disrupted by COVID-19 pandemic becoming a human, health, and economic crisis deeply affecting
the lives of many people around the world, including members of the FBL family, their relatives and friends. My
heartfelt condolences go out to all those who have lost loved ones during this difficult time.

Despite the challenges, the Bank remained steadfast and committed to its strategy of converting to a full-fledged
Islamic Bank. During the year the Bank converted 65 branches from conventional to Islamic and opened 21 new
Islamic Banking Branches and now has a network of 576 branches across the country, 500 of which are offering
Shariah compliant banking services making FBL one of the fastest growing Islamic bank to reach this landmark.
The Bank’s endeavor to be the leading Islamic bank in Pakistan was recognized by Global Islamic Finance
Awards with Best Emerging Islamic Bank 2020 and Pakistan Banking Awards with the Best Emerging Bank 2020.

The Bank is focused on providing state of the art services to its customers. To this end the Bank is investing
significantly in new technologies to provide best in class digital experience.

In terms of the financial performance, FBL countered the challenging circumstances with a three-pronged
strategy covering; spread protection through proactive portfolio management, reduction in cost of deposits
on the back of improvement in deposit mix and cost rationalization initiatives; focusing on new revenue and
innovative value propositions for sustainable non-funded income. The strategy adopted helped the Bank in
achieving targeted growth in revenue and profitability.

We, at Faysal Bank believe that our employees are our greatest
strength. In 2020, the Bank continued to invest in their training
and development as we firmly believe in developing capabilities
from within the organization. Islamic Banking courses were
conducted through in-house and external trainers to
institutionalize and reinforce our commitment towards the
transformation and provide career growth opportunities and
necessary knowledge to staff so that they may better serve

the customers.
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Health, diversity and social inclusion are at the heart of Faysal Bank’s corporate social responsibility mission. We
can be proud of the way FBL has stood with the community during this COVID-19 crisis.

Looking ahead, the Bank will maintain its strategy of conversion to Islamic Bank while preserving and enhancing
stakeholder value. The Bank will continue with its growth and efforts to achieve our vision of becoming the
leading Islamic Bank.

| would like to thank the shareholders and valued customers for their trust in the Bank. | am grateful to the State
Bank of Pakistan and Securities and Exchange Commission of Pakistan for their guidance. | would also like to

express my appreciation to the Board of Directors, Shariah Board, the Management and employees of the Bank
for their hard work and contributions towards achieving the desired goals of the Bank.

Yours sincerely,

L

Faroog Rahmatullah Khan
Chairman of the Board

Dated: February 18, 2021
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Corporate DNA

Our Vision Our Mission
Be the leading Islamic bank in Pakistan Achieve leadership in providing Shariah compliant
financial services, with customer care and
Our Values employee focus at the heart of our business ethos
« Our daily code of conduct is exemplified by eight together with innovation and technology being the
Core values: pillars of our growth.
Four threshold values-values at the heart of our Differentiator Values
brand Four differentiator values-values that set Values that set our brand apart
our brand apart
Passion
Threshold Values « We bring zeal and enthusiasm for banking to work
« Values at the heart of our brand « We are excited to provide customers with the best
or the best-suited
Integrity « We go the extra mile in legitimate, acceptable ways
« We are recognised by our reliability, credibility
and character Our Passion: Our Worth
« We Dbelieve in ethical, honourable, time-proven
principles of uprightness Responsiveness
« We stand for and abide by honesty, truth « We are receptive to the need for change and
and transparency improvement
« We are proactive and anticipate our customers’
Our Integrity: Our Identity needs and wants
« We act quickly to modify, adjust or prepare for
Respect new realities
« We hold our customers, investors and regulators
in high esteem Our Responsiveness: Our Distinguisher
« We uphold our customers’ rights to demand
efficient service Innovation
« We appreciate and respect our profession and, « We pioneer novel and more efficient ways to
above all, our Bank deliver solutions
« We are dedicated to a culture of improvement
Our Respect: Our Duty and modernization
« We stand for originality, in thought, in action and
Teamwork in belief
« We function as a team. Within functions, we
cooperate Our Innovation: Our Strength
« Between functions, we collaborate
« Together, we aim for excellence and leadership Compassion
in our chosen markets « Our concern for our colleagues, our customers, our
communities, and our country sets us apart
Our Team: Our Asset « To each other, we are a family
« For each other, we are a meaningful source of
Professionalism shared humanity
« We are proficient and efficient in all that we do
« We provide banking services knowledgeably Our Compassion: Our Gift
and skilfully

« We uphold regulatory obligations

Our Professionalism: Our Competence
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Corporate Information

Board of Directors

Mr. Farooq Rahmatullah Khan Chairman/Non-Executive Director
Mr. Ahmed Abdulrahim Mohamed Abdulla Bucheery Vice Chairman/Non-Executive Director
Mr. Yousaf Hussain President & CEO

Mian Muhammad Younis Independent Director

Mr. Imtiaz Ahmad Pervez Non-Executive Director

Mr. Ali Munir Independent Director

Mr. Juma Hasan Ali Abul Non-Executive Director

Mr. Abdulelah Ebrahim Mohamed AlQasimi Non-Executive Director

Mr. Abdulla Abdulaziz Ali Taleb Non-Executive Director

Ms. Fatima Asad Khan Independent Director

Mr. Mohsin Tariq Independent Director

Board Audit & Corporate Governance Committee

Mian Muhammad Younis Chairman
Mr. Ahmed Abdulrahim Mohamed Abdulla Bucheery Member
Mr. Juma Hasan Ali Abul Member
Mr. Ali Munir Member

Board Risk Management Committee

Mr. Imtiaz Ahmad Pervez Chairman
Mr. Abdulelah Ebrahim Mohamed AlQasimi Member
Mr. Abdulla Abdulaziz Ali Taleb Member
Mr. Yousaf Hussain Member

Recruitment Nomination and Remuneration Committee

Mr. Ahmed Abdulrahim Mohamed Abdulla Bucheery Chairman
Mr. Juma Hasan Ali Abul Member
Mian Muhammad Younis Member
Mr. Ali Munir Member
Ms. Fatima Asad Khan Member

Board Strategy Committee

Mr. Faroog Rahmatullah Khan Chairman
Mr. Ahmed Abdulrahim Mohamed Abdulla Bucheery Member
Mr. Juma Hasan Ali Abul Member
Ms. Fatima Asad Khan Member
Mr. Mohsin Tariq Member
Mr. Yousaf Hussain Member
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Board IT Committee

Mr. Ali Munir

Mr. Abdulelah Ebrahim Mohamed AlQasimi
Mr. Abdulla Abdulaziz Ali Taleb

Mr. Mohsin Tariq

Mr. Yousaf Hussain

Shariah Board

Mufti Muhammad Mohib-ul-Haq Siddiqui
Dr. Mufti Khalil Ahmad Aazami

Mufti Muhammad Abdullah

Syed Majid Ali

Mr. Aurangzeb Amin

M/s. A.F. Ferguson & Co, Chartered Accountants
M/s. Mohsin Tayebaly & Co, Advocate
Registered Office

Faysal Bank Limited

Faysal House, St-02, Commercial Lane,
Main Shahrah-e-Faisal, Karachi-Pakistan

UAN  :  (92-21) 111-747-747
Tel . (92-21) 3279-5200
Fax @ (92-21)3279-5226

Website :  www.faysalbank.com

Share Registrar

CDC Share Registrar Services Limited
CDC House, 99-B, Block-B, SMCHS,
Main Shahrah-e-Faisal, Karachi-74400

Tel © (92-21) 111-111-500
Fax o (92-21) 34326053
Email . info@cdcsrsl.com

Chairman
Member
Member
Member
Member

Chairman Shariah Board

Shariah Board Member

Resident Shariah Board Member
Chief Financial Officer

Company Secretary & Head of Legal

Auditors

Legal Advisors
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Ownership Structure

Faysal Bank Limited

Faysal Asset Faysal Saving
Management Limited [EEENEE Growth Fund 21.54%
(Subsidiary) (Associate)

Faysal Islamic
Stock Fund

(Associate)

Faysal Asset

Allocation Fund
(Associate)

Faysal Income
& Growth Fund 40.67%

(Associate)

12 | Faysal Bank



i

i)

The "Group" consists of:

Holding Company

Faysal Bank Limited

Faysal Bank Limited was incorporated in Pakistan in October 1994 as a public limited company. Its shares are listed
on the Pakistan Stock Exchange Limited. The Bank is mainly engaged in Conventional and Islamic Corporate,
Commercial and Consumer banking activities.

Subsidiary Company

Faysal Asset Management Limited

Faysal Asset Management Limited (FAML) was incorporated in Pakistan in August 2003 as an unlisted public limited
company. FAML is a Non-Banking Finance Company (NBFC), licensed to carry out asset management

and investment advisory services. It currently manages various conventional and Shari’ah compliant open end
investment schemes.

Associates

The Group considers the following open end funds managed by FAML as its associates. The country of
establishment in respect of all of the below funds is Pakistan. Further, all the funds are individual open-end schemes
and have been established by execution of trust deeds between FAML and the Central Depository Company of
Pakistan Limited (CDC) as the Trustee.

Faysal Income & Growth Fund
The Fund has been categorised as an open end aggressive fixed income scheme.

Faysal Islamic Stock Fund
The Fund has been categorised as an open end Shari’ah Compliant Equity scheme.

Faysal Saving Growth Fund

The Fund is an open-end income fund and is listed on the Pakistan Stock Exchange Limited. The objective of the
Fund is to seek maximum possible preservation of capital and a reasonable rate of return via investing primarily in
money market and debt securities having good credit rating and liquidity.

Faysal Asset Allocation Fund
The Fund is an open-end asset allocation fund and is listed on the Pakistan Stock Exchange Limited.

The objective of the fund is to provide investors with an opportunity to earn long-term capital appreciation

optimizing through broad mix of asset classes encompassing equity, fixed income & money market instruments and
any other instruments as may be allowed.
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Products & Services

Consumer Finance

Unsecured Business

» FBL Credit Card encapsulates the Chip & Contactless Technology combined with our exquisite Instant Reward
Redemption program. It carries unmatched features that provide enhanced purchasing power and worldwide
acceptance. Our customers can monitor credit card transactions through instant SMS facility and avoid any
misuse of their credit cards. We are offering wide range of cards to cater the different requirements of our
esteemed clientele. i.e. Velocity & Blaze: entry level financial tools to build engagement & replace cash. Titanium,
Platinum & World: fully loaded cards with rich benefits, targeting the Premium segments. These cards also offer
financial and payment flexibility through Perfect Installment Plans at 0%, request for a Banker’s cheque through a
Dial a Draft option or even takeover of balances from other banks cards. Bill payments can be done via a number
of options including Cash, Cheques, Internet and Mobile banking. Customers can also make payments through
other banks Internet Banking, Mobile Banking and ATMs.

» FBL Credit Card offers not only instant SmilePoints (rewards) redemption, delicious discounts at your favorite
eateries, Local & International offers to amplify your lifestyle, but also earns you double SmilePoints (rewards)
every time you conduct an international transaction.

« To witness prompt growth in ENR and increase acquisitions, a Discounted Rate Campaign for Personal
Installment Loan was launched for all new solicitations. Despite the pandemic outbreak, the campaign showed
commendable performance. An increase in volume was observed by 57% in the 1st quarter 2020 as compared
to the same period last year.

« In the 2nd quarter, under the financial distress of COVID 19 pandemic, approximately 1,000 existing PIL
customers booked on floating rate were offered KIBOR early resetting effective from May 2020. This was done in
order to pass on the benefit of the reduced KIBOR to the customers.

» Faysal Takmeel was launched as First Unsecured Shariah Compliant product under the Islamic Product structure
of Musawamah. This is an end user defined program whereby eligible masses have the option to pick and
choose home improvement products from a bouquet of leading brands. The selected products will be financed
through Faysal Takmeel at attractive and affordable, easy fixed monthly installments.

» Faysal Bank has introduced Laptop Financing for Students under the Faysal Takmeel Financing product which

will be offered to parents/guardian of the students / working students in order to provide laptops and bundle
offers that will help students to perform their academic activities in a hassle-free way.
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Secured Business

« Despite the COVID-19 Pandemic, Faysal Car Finance successfully maintained and balanced ENR in the year
2020 in comparison with same period last year.

« To increase acquisitions and to capitalize in the current market, Faysal Car Finance promoted its PaySmart
feature through digital platforms which resulted in 1000+ leads in a span of a week reflecting customer interest.

» As a result of commendable performance of the Audi Rate Break Campaign in 2017, Faysal Car Finance
relaunched its promotional campaign for newly launched Audi e-tron and other Audi Variants providing rate break
to all Audi customers. This campaign is beneficial for overall sales increase and building brand equity for Faysal
Car Finance in the segment of high profile customers.

« In order to acknowledge the dedication and courage portrayed by our Doctors and Paramedics Staff in this
unprecedented crisis, Faysal Car Finance launched “Principal Payment Holiday and Free Life Takaful Coverage”
campaign solely for this particular segment as a token of appreciation. Under this campaign the customer was
provided with a number of benefits including 1st year principal payment holiday and more importantly Free Life
Takaful coverage of up to 5 Million valid throughout the financing tenure.

« To capitalize the market and increase acquisitions, Suzuki ‘SAVE BIG’ Campaign was launched providing
customers with discounted pricing and takaful rate on all Suzuki variants along with Free Registration and
one-year maintenance on Alto AGS, WagonR AGS and VXL.

« Faysal Tabeer was launched under Low Cost Housing Scheme supported by Government of Pakistan and State
Bank of Pakistan offering Housing Finance facility at affordable rates to meet customer residential needs.

» Faysal Islami enters in a strategic alliance with Zameen.com, Pakistan’s largest real estate online portal to provide
Free Real Estate Advisory to Faysal Home Finance and Low Cost Housing customers ensuring smooth
processing and a complete home finance solution.

Products and Services offered by Consumer Finance include:
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Credit Cards
Get the Most out of Life with a Faysal Bank Credit Card!

Faysal Bank welcomes you to the world of convenience and flexibility. Our wide range of credit cards is designed
to ensure matchless services and discount offers every time you travel, shop, and dine out. Reward yourself with
our premium privileges to complement your lifestyle!

o Complete credit card product suite Velocity, Blaze, Titanium, Platinum & World

» Amazing Lifestyle and Flavours discount programs

« Instant Reward redemption at partner outlets

¢ 0% installment Plans

Faysal Bank Credit Card is a convenient payment tool to match consumer lifestyle and fulfill a variety of financial
needs from making a long awaited purchase to making daily expenditures such as fuel and groceries.

Faysal Flexi Credit
The Power to Maintain Life’s Momentum!

Faysal Flexi Credit lets you enjoy yourself while we take care of all your rainy days. It is your personal line of credit;
quick money when and where you want it! Flexi Credit is your one stop payment shop that takes care of all your
financial needs, your aspirational needs and unplanned expenses. Flexi Credit is the most convenient, flexible,
economical and easy-to-use loan facility designed to suit your needs and gives you the power to control your
finances. It brings you a variety of features that provides you the spending convenience you deserve.

16 | Faysal Bank



Faysal Bank — Platinum Credit Card

The Best Things in Life
Come QOut of The Blue !




Personal Installment Loans
Har Khwahish Possible!

Make your dreams come true with Faysal Personal Installment Loan. Now you can get a loan starting from
PKR 50,000 and pay easy installments, as low as Rs. 1,500 a month. So it’s time to fulfill your wishes as now
all is possible.

Upgrade your lifestyle: Get what you want, may it be home appliances, a brand new watch or a smart phone.
Long awaited vacations: Choose an ultimate destination and travel around the world with your loved ones.

Educational expenses: Pay for your child’s education or enroll yourself for advanced studies or
professional certifications.

House renovation: Build the house of your dreams by remodeling and enhancing existing spaces in the house.

Unexpected expenses: Take care of your unexpected expenses as well as consolidate your debt or outstanding
bill amounts.

Spend with ease: Enjoy complimentary current account facility and a Faysal Pocketmate Visa Debit Card for
cash withdrawal and shopping worldwide and much more.

Faysal Bank offers Loan Top Up/ Enhancement facility to its existing Personal Installment Loan customers,
a facility where you can avail an additional loan on your existing PIL amount based on your current income,
Debt Burden Ratio (DBR) and repayment history.

Faysal Takmeel
Ab dil ki kyun taalain!

Live a life of upgraded luxury with Faysal Takmeel, a Shariah compliant facility through Musawamah financing.
Now you can choose the best in consumer durable goods such as home appliances, room décor, air
conditioners, TVs, laptops, motorcycles and others through easy, fixed monthly installments and change the
way you live, today!

Faysal AutoCash
The cash is yours and so is your car!

Faysal AutoCash is an opportunity to avail a personal loan against your car’s worth to fulfill any financial needs for
up to 5 years. This product best suits today’s customer as it helps borrow money when in need of funds against
the value of their vehicle.

Car Finance
Drive your Dream Car Today!

Now drive your dream car today with Faysal Car Finance. A facility extended to individuals based on the

principles of Diminishing Musharakah for purchase of new as well as used vehicle(s). Choose from a range
of vehicles available locally as well as imported.
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Faysal Car Finance

Drive Your Dream Car Today




Home Finance
We help you unlock your dreams!

A Shariah compliant product based on the principles of Diminishing Musharakah which allows to Buy, Build or
Renovate your dream house on competitive pricing with quick processing and easy documentation.

Trade
Faysal Trade Products (Under Conventional line):

Faysal Bank provides all types of funded & non funded trade finance facilities to its clients. This includes opening
of all types of L/Cs, advising, confirmation, discounting of L/Cs, documentary collection, bill discounting and
issuance of bank guarantees. Faysal Trade Products provide a wide range of standard as well as tailor-made
products and solutions to trade customers from all walks of life. It includes:

» Export L/C Advising & Confirmation services

» Export Bills for collection

« Export Advance payments

» Export bills Negotiation

» Export Bill Discounting

« Local Bill purchase & Invoice Discounting

» Pre-Shipment and Post-Shipment Short Term financing

Faysal Barkat offers following Trade services

Faysal Barkat offers a wide range of import and export services to effectively manage customer’s local and global
supply chain needs and provides them a competitive edge. These facilities extend for both raw materials to fixed
assets. Services that are offered include:

Export L/C Advising

Faysal Barkat offer Export Letter of credit Advising to existing and non-customer enabling exporters for onward
negotiation their export documents. Enjoy greater security and convenience with Faysal Letter of Credit Advising.
We authenticate your inbound Letter of Credit, providing you with assurances that it comes from a genuine
source. We also offer greater convenience by notifying you upon its arrival.

Bill for collection under Export

Faysal Barkat offer services for handling export bills on collection basis to our client & facilitate the flow of
payment with our Outward Bill Collection. We act as a professional agent to collect payments from the buyer’s
bank on customer’s behalf.

Currency Salam (alternate for Export Discounting)

Faysal Barkat offer Currency Salam for the exporters to improve their cash flow which allows the exporters
immediate credit to their accounts while waiting for payment from the issuing bank. Our experts check export
documents and if the documents are in order, customers can convert receivables into cash quickly and easily.
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Faysal Home Finance

We Help You
Unlock Dreams




SBP Refinancing Schemes for Short Term/Long Term Financing
Short Term Working Capital Finaning Facilities

Export Pre-Shipment and Post-Shipment financing on Islamic modes of financing (IERS Part | & Il):
Offers refinance facilities to Customers with an aim to support industrial growth and exports with the ultimate
objective of promoting overall economic development of the country. SBP introduced special schemes under
its refinance window to ensure adequate supply of financing at subsidized rates.

Financing is available to direct exporters including manufacturers, trading companies, new exporters
and indirect exporters. Financing can be availed at pre-shipment and/or post-shipment stage against
firm export contract/LCs.

Islamic Refinance Scheme for Working Capital Financing of Small Enterprises and Low-End Medium Enterprises

The Islamic Refinance Scheme for Working Capital financing of Small Enterprises and Low-End Medium
Enterprises (IWCF) has been offered to Small and Low-end Medium Enterprises to cater the working capital
requirements of exporters.

Long Term project financing under Islamic mode of financing

Islamic Long Term finance facility (ILTFF):

Faysal Barkat offers Long Term project finance facility namely Islamic Long Term Financing Facility (ILTFF)
for Imported and Locally Manufactured New Plant & Machinery to promote export led industrial growth in
the country.

Islamic Financing Facility for Renewable Energy (IFRE):

Faysal Barkat has introduced the Islamic Financing Facility for Renewable Energy (IFRE) to facilitate and support
the energy sector of the country via new and alternate energy projects to fulfill the individual and industry need of
the energy. Financing under IFRE shall be available for power projects / installations using alternative / renewable
energy sources (solar, wind, hydro, biogas, bio-fuels, bagasse cogeneration, and geothermal as fuel).

SBP Re-Financing Facility for Storage of Agricultural produce
Financing is available for local purchase/import of new plant & machinery/new generators used in Silos,
Warehouses & Cold Storages facilities for storing Agricultural produce.

Islamic Refinance Facility for Modernization of SMEs

The Islamic Financing Facility for Modernization of SMEs (IRFMS) is the local currency financing shall be available
on long-term basis for purchase of new imported/ local plant & machinery for BMR of existing units and setting
up of new SME units.

SBP Refinancing Facilities Under COVID
Temporary Economic Refinance Facility (TERF):

Faysal Barkat offers Long term finance facility for purchase of new imported and locally manufactured plant &
machinery for setting of new projects/existing units BMR.
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Refinance Facility for Combating COVID - 19 (RFCC):

Long term finance facility for purchase of new imported and locally manufactured medical equipment to be used
for combating COVID-19 and/or civil works for setting up of isolation wards. All hospitals and medical centers
registered with respective provincial/federal agencies / commissions engaged in controlling and eradication of
COVID-19 will be eligible under the facility.

Refinance Scheme for Payment of Wages & Salaries to the Workers &

Employees of Business Concerns

The Scheme aims to finance wages and salaries of permanent, contractual, daily wagers as well as outsourced
employees of existing as well as new borrowers of banks and DFls for the months from April 2020 to September
2020. Government Entities, Public Sector Enterprises, Autonomous Bodies and Financial Institutions are not be
eligible under this Scheme.

Bank Guarantee

A bank guarantee issued at the request of a customer may be defined as an obligation of the issuing bank to pay
a sum of money in the event of non-performance or non-fulfilment of stated obligation by its customer. The
guarantee is a separate obligation independent of the principal or the contractual relationship between the
creditor and the principal debtor. Bank Guarantees are generally payable on first demand from the beneficiary
made within the validity of the guarantee.

FBL offers the facility of issuance of guarantees to its customers generally in the following forms:

. Bid Bonds (GBB)

A Bid Bond substantiates the financial standing of a person submitting a bid. It is issued in connection with
submission of a tender for supply of goods or services and its normal characteristic is an undertaking to pay to
the beneficiary a fixed amount, generally a small percentage of the total value of the Order, within a stated period
on his simple written demand if the applicant withdraws his obligations after acceptance of his bid.

. Performance Guarantee (PBG)

In a performance guarantee the Bank undertakes on behalf of a customer to pay a fixed amount, generally a
higher percentage than the Bid Bond, in case the customer fails to discharge his obligations under a particular
Order or contract. Upon issuance of Performance Guarantee the Bid Bond issued earlier for the same contract is
returned and cancelled.

. Advance Payment Guarantee (GAP)

Contracts, particularly those awarded by government departments, agencies and autonomous bodies such as
Water and Power Development Authority (WAPDA), Karachi Electric Supply Corporation (KESC) etc., sometimes
provide for an advance payment to be made to contractors for purposes such as mobilizing manpower, material,
and equipment and infra-structure facilities on site. In order to obtain this payment, the contractor is required to
produce an advance payment bank guarantee. This advance payment is generally deducted proportionately from
proceeds paid to the applicant for work done during the contract period.

. Shipping Guarantees (SGS & SGU)

A shipping guarantee is required by a customer (importer) when the ship carrying the consignment reaches the
port of destination and discharges the goods before the Bills of Lading & other shipping documents are received
at importer’s bank.

Annual Report 2020 | 23



5. Financial Guarantee — Others (BGO)
Bank guarantees whose main characteristic is that it is an undertaking by the issuing bank to meet any claim
from the beneficiary up to a fixed sum on simple demand stating that the named customer, on whose behalf the
Guarantee is issued, has defaulted in timely payment or discharge of his specified liabilities. Other financial
guarantees may be issued for the release of Retention money to the contractor before completion of a contract.

6. Financial Guarantee - Financial Institutions Outside Pakistan (FGT)
A Guarantee to Financial Institutions outside Pakistan in the shape of a Bid Bond or Performance Bond issued by
the Bank on behalf of customers dealing in exports, an Engineering or consultancy firm etc. to make good a loss
incurred by the beneficiary abroad as a result of non-fulfillment of the contract obligations by the applicant within
the specified period.

7. Financial Guarantee - Financial Institutions within Pakistan (FGT)
A guarantee issued in favor of a financial institution within Pakistan to make good on first simple demand a
default of the customer due to non-repayment of the finance extended by the financial institution within the
specified period as incorporated in their mutual agreement up to a fixed sum.

Imports

1. Letter of Credit
A Letter of Credit is an obligation taken by a bank (as the issuing bank) on behalf of a buyer of goods & services
(the applicant) to pay a certain sum of money to the seller of such goods & services (beneficiary) if the documents
called for in the letter of credit are presented strictly in compliance with the terms and conditions of the Letter of
Credit.

Letters of Credit activities are presently governed by International Chamber of Commerce Uniform Customs and
Practices for Documentary Credits Publication No. 600 (2007 revision).

2. Documentary Collection
Documentary collection is a form of trade finance in which an exporter is paid for its goods by an importer after
the two parties' banks exchange the required documents. The exporter's bank collects funds from the importer's
bank in exchange for documents releasing title to the shipped merchandise, usually after the goods arrive at the
importer's location

3. Import Advance Payment
Advance payment is a payment method in which the price of goods is collected in advance prior to the shipment
of the goods which are subject to import and the exporter ships the goods, the payment of which is already
made, to the importer later on.

4. Open Account
An open account is an arrangement between a business and a customer, where the customer can buy goods
and services on a deferred payment basis. The customer then pays the business at a later date.

5. Import Financing

Import financing is a specialized Trade Finance Solution used to finance the purchase of goods which are being
exported from one country for the purpose of being imported into another country.
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Corporate Banking

Faysal Bank’s Corporate & Investment Banking Group (CIBG) is fully geared to meet the challenges of the
dynamic economic environment in Pakistan. Our aim is to fuel growth and progress by filling in the role of financial
advisors and financiers by providing a range of diverse financial services (including tailor made solutions) to
corporate clients by partnering with them and build long term sustainable relationships.

Our in-house expertise of product specialists is well versed in providing financing solutions to meet our
customer’s credit, trade, foreign exchange, investment banking and various other business requirements in a
hassle free, effective and efficient manner across a diverse range of industries.

Financing options include working capital loans, term loans, trade based finance services (letters of credit, foreign
& local currency trade bill discounting, guarantees, import & export loans and Export Refinance and Long Term
Finance), financing under SBP schemes and furthermore, depository options are also offered under various
schemes.

It also includes arrangement of cross border trade confirmations and trade related commercial & country risk
syndications. Our onshore specialized trade services include supply chain solutions for our corporate customer
base, including vendor/ supplier & distributor focused structured trade financing solutions.

Our Corporate Banking relationship teams also liaison with Treasury, Cash Management, Trade, Investment
Banking and Consumer Banking departments to develop and deliver offerings that are used across diverse
businesses.

Investment Banking

FBL offers full suite of Investment Banking services ranging from equity & advisory, syndications and debt capital
markets to Project and structured finance. FBLs Investment Banking works in close coordination with Corporate
and Retail Banking to facilitate their clients with its services.

Project & Structured Finance (PSF)

Project & Structured Finance team provides advisory and debt arrangement services for structuring and financing
of long-term greenfield and brownfield projects on non-recourse or limited recourse basis. The PSF team offers
advisory, structuring, execution and monitoring services for projects of national and strategic significance.

Syndications & Debt Capital Markets (DCM)

The Syndications & Debt Capital Markets team offers a variety of highly customized products to a diverse set of
customers as per their needs. These requirements may include medium to long-term financing for capital
expenditure, capacity expansion and mergers & acquisitions.

FBL's DCM team also enables credit risk distribution with other financial institutions through syndicated financing
arrangements along with speedy access to local and offshore debt capital markets.

Equity & Advisory (E&A)

Our E&A desk provides sell-side and buy-side advisory on merger & acquisition (M&A) transactions, facilitates in
business valuations & price discovery along with providing access to equity capital markets. This includes
underwriting services for initial public offerings (IPOs), right shares etc. Moreover, FBL has also acted in its
capacity as the Bankers to the Issue (BTI) for various transactions
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Agri Banking

Faysal Khushaal Kisan Scheme offers
Production Loans to meet

« Cost of agri inputs (seed, fertilizer, pesticides, diesel, labor), storage, transportation and other working capital
requirements of crop farming, orchards, nurseries, Vegetable farming, floriculture etc.

Development Loans to finance
« Farm Power (tractors, combine harvesters, threshers, alternate energy installations including solar energy
plants etc.).

« Farm Machinery and Equipment (Ploughs, Cultivators, laser levelers, processing machinery,
tunnel structures etc.).

o Farm Transport (Pickup, trailers, mini trucks etc.).

« Farm Irrigation (Installation of tube wells and Solar Pumps, turbines, power lines, transformers, sprinklers,
drip irrigation systems, lining or alignment of water channels etc.).

« Land improvement (land leveling, clearance of jungle and land reclamation etc.).
« Godowns, Silos and Cold Storages (cost of construction, machinery and working capital requirements).
« Working capital requirements of Seed Processing Units.

Financing to meet needs of
« Dairy Farms (cost of sheds, milking animals, feed, medicine and other working capital requirements).

 Livestock Farms and Feed Units (cost of animal sheds, feed, medicine and other working capital requirements).

« Poultry Farms and Feed Units (cost of poultry sheds, machinery, equipment, chicks, feed, medicine and other
working capital requirements).

Fish Farms (cost of fish ponds, tube wells, fish seed, feed and other working capital requirements).

Cash Management
FBL offers full range of Cash Management services aimed at enhancing clients’ liquidity position, reducing
operational cost and improving financial control via accurate and timely reporting.

OTC Collections

All cleared funds received at our branches automatically sweep into collection account for onward credit to main
designated account, backed by comprehensive MIS and support unit to ensure quick processing and attend
queries on priority.

Cash/Cheque Pick-up and Delivery

In conjunction with leading CIT (cash in transit) companies and courier services in Pakistan, we successfully
process cash pickup / delivery requests from client’s location(s), as per requirements.
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Right Issue/IPO/Bonus Shares Tax Collections
Our entire branch network spread across 100+ cities nationwide are tagged for the collection of Right Shares/IPO
application and Bonus Shares Tax collections. Funds received are credited in the designated account of client.

e-IPO processing

This initiative launched in collaboration with CDC and 1Link is a state of the art facility which uses our Internet
Banking/Mobile and ATM platform to provide our customers convenience to apply for Equity/Share applications
through these channels without standing in queues at branches and without any restriction of banking hours.

Phone Banking (IVR)
Our Phone Banking agents are available to facilitate clients for routing their distributor/ franchisee collection,
maintaining accounts with the Bank, and any other related query.

Standing Instruction via Debit Authority (SIDA)

This product allows your distributors/dealers to issue one time Standing Instructions to FBL, authorizing FBL
to debit their account with designated FBL branch(s), whenever stocks/goods are released and invoices are
raised by you.

E-Collections

We provide e-collection via ADC channels, such as Internet Banking, Mobile Banking and ATMs. It allows quick
and easy receipt of funds, eco-friendly due to paperless receivables & immediate transfer.

Payment Orders (PO) — payable at any FBL branch in Pakistan, delivery / dispatch arrangements

Internal Transfer — real time transfer to FBL account holders

Inter Bank Funds Transfer (IBFT) — Bulk transfers to other bank accounts, immediate reflection in account
Real Time Gross Settlement (RTGS) processing — paperless instructions processing via cash link
Dividend Payouts

FBL provides a complete and comprehensive dividend solution to customers, from printing of dividend warrants
to dividend delivery to the customers and their subsequent encashment though FBL branches.

Payroll Proposition — Paycheq Plus

This tailor-made solution to suit your organization and employees’ everyday banking and lifestyle needs,
enhances productivity of your employees by bringing banking to their workplace. Paycheq Plus payroll
proposition is available in both variants: Conventional & Islamic Banking.

Home Remittance

FBL has state of the art solutions to manage home remittances, and a constantly increasing number of global
relationships. FBL home remittance beneficiaries may receive payments sent by our dedicated partners via the
following payment modes:

Cash-over-Counter payments for walk-in customers at Faysal Bank branches

Instant Account Credit to Faysal Bank Ltd account holders

Instant Account Credit to 1Link member bank account holders through IBFT

Same Day Account Credit to other bank account holders via PRISM / RTGS
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Treasury

The focus of our Treasury Department is predominantly client centric where we use extensive experience and
expertise in providing balance sheet solutions to our vast and diverse client base by offering a wide range of
Fixed Income and Foreign Exchange products.

Faysal Bank takes pride in also providing the first of its kind online trading platform “Faysal — Self invest” wherein
our Faysal digibank customers have the opportunity to manage their own Government of Pakistan Securities
portfolio with Faysal Bank. Faysal — Self Invest enables customers to experience end to end process of Investors
Portfolio Securities services from IPS account opening to transacting in Government Securities on real time basis.

Commercial & SME

Financing Facilities

1 Overdraft — Running Finance
Running finance or overdraft facility is a short term finance provided to customers to fulfill their working capital
needs by allowing withdrawals from their account in excess of the credit balance, maintained with the Bank.

2 Pledge Financing

The pledge financing facility is offered to customers against delivery of goods to the Bank. The goods are held as
security and are placed under the custody of the Bank’s approved Mucaddum. Drawing power is determined on
the basis of value of the goods placed under pledge along with stipulated margin.

3 Long Term Exposure

Long Term finance facility (LTF) is offered for financing fixed assets like immovable properties i.e. land and
buildings, machinery, vehicles etc.

Trade Facilities
In order to facilitate trade business of SMEs, FBL offers a number of products to its customers:

a) Letter of Credit — Foreign & Inland

FBL offers to issue letter of credits (LCs) on behalf of SME clients for routing their imports through the Bank. Sight
& Usance are two of the main types of LCs offered to the customers.

b) Finance against Imported Merchandise (FIM)
FIM is a short term facility offered by FBL to the importers for retirement of Sight-LC. The facility is given against

the pledge of imported goods. FIM is settled thorough release of pledged goods against gradual or lump sum
payments made by borrower.

c) Finance Against Trust Receipt (FATR)
FATR is a type of import financing offered to FBL customers. In FATR deals, the imported goods are released to
the importer on the basis of a trust receipt. This is a short term facility for financing imported goods.

d) Export Finance Facilities

The exporters usually require financing for production and supply of goods as per their contracts with the buyers.
In order to support the export business, Bank offers Pre & Post Shipment financing (own sources), SBP
Refinance (Pre/post) and bill discounting facilities.
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e) Pre-shipment (own sources)

Pre-shipment Finance or ‘Packing credit’ is offered to exporters for catering their financing needs for purchasing,
processing, manufacturing or packing of goods prior to shipment.

Post shipment (own sources)
Post-shipment (own) is the financing facility offered to manufacturers and exporters of goods after shipment of
goods till the date of realization of export or local proceeds.

Export Refinance Finance Facility under SBP

As per directives from State Bank of Pakistan, FBL offers Export finance facility under SBP ERF scheme to
support export oriented companies. Both pre-shipment and post shipment finance facilities are available at
subsidized rates communicated by SBP.

Bank Guarantees
Different types of guarantees like Bid Bonds, Performance Bonds and guarantees against advance payments are
offered by FBL.

Digital Banking

Digi Mall

To adapt and cater to the demands of a fast changing world, where shopping is limited due to Covid or due to
lack of access or choice (such as in semi-urban and rural areas), FBL has launched DigiMall, an online payment
platform whereby FBL customers can shop for thousands of products & services using their accounts and cards
for products such as mobile phones, appliances, fashion etc. on full payments and instalments.

We envision making Pakistan’s ecommerce & digital payment’s system more secure, smarter and build customer
experience and confidence in performing financial transactions digitally.

Internet Banking

Faysal Bank provides a cutting-edge Online Internet Banking Platform to deepen its Digital Banking imprint in the
world. FBL Internet Banking is equipped with a robust security system & a user-friendly Interface allowing millions
of users, the convenience to manage their accounts and avail all the Banking facilities remotely.

Mobile Banking

As the world transitions into Digital Banking, Faysal Bank has proved itself to become one of the major Banks
providing Digital Banking Services. Faysal Digibank App provides a secure and convenient way to Transfer Funds,
Inquire Balance, Pay Bills, conduct Mobile Top-ups, View Mini-Statements, and the newly added features of QR
Payments & Virtual Cards. The application provides a variety of new fields to explore in the Digital World for its
users, which amount to 100,000 + downloads of the App on both Android Play Store and App Store (I0S). Stay
tuned for more updates & exciting features of the App.

Faysal Bank ATMs

Faysal Bank offers simple and convenient access to your bank accounts around the clock. You can enjoy the
Faysal Bank ATM services including cash withdrawals, fund transfers (Internal & Inter Bank), Bill payments and
various other request services.
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Faysal SMS Alert

Faysal SMS Alerts, a service that enables you to keep track of your transactions. You can receive real-time SMS
updates for transactions conducted on your account to stay on top of your finances with confidence. SMS Alert
facility is offered on all transactions conducted in branch by customer and the Bank.

Faysal E-Statement
Faysal e-Statement facility enables you to view your Credit Card and accounts activity along with your Debit Card
activities 24 hours a day, 365 days a year from anywhere in the world.

Faysal Bank offers e-statement on Daily, weekly, fortnightly, monthly and half-yearly periods. The facility is secure,
convenient and free of cost.

Digibank Virtual Cards

Faysal Digibank Virtual Card is a digital stored-value card that allows you to make online e-commerce purchases
worldwide. Faysal Digibank Virtual Card, powered by MasterCard, can be generated instantly by customer
through Faysal Digibank Internet Banking. It works as a reloadable and / or a one-time usage stored-value card,
where you can select your card limits.

Call Center

Faysal Bank contact center aspires to be the best in class, efficient and an optimized contact center. It offers
a wide range of transactional and inquiry based services to its customers. There are 2 independent functions
operating within the contact center — Inbound and Outbound.

Inbound Function
Faysal Bank Inbound Unit is providing 24/7 non-stop services to the bank’s customers through 2 dedicated
UAN numbers.

1. 111-06-06-06 — General Banking Customers

2. 111-11-71-71 — World Card & Platinum Credit Card Customers
The overall call volume of Inbound Center has reached to 2.2 Million+ per year whereas the average per month
call volume is 190,000+ calls. The center provides wide range of services including inquiries and request
management i.e. Financial, Non-financial requests & complaints logging. Approx. 120+ requests of different
products are processed through Inbound Unit with an average volume of 55,000+ transactions each month.
Outbound Function
The outbound function has a sub division into Business Development Unit and Tele Sales Unit - involved in driving
sales and revenue for the bank through outbound calls to the ETB and NTB customers.
Key business areas of Outbound function are listed below:

e Consumer Finance ENR buildup: 3 Billion+ ENR buildup on Credit Card & FFC Product

» Bancassurance: 115 Million+ Premium generation on small ticket size of bancassurance policies

Value Added Services: SMS Alerts: 60,000+ | Supplementary Credit Card: 2,500+ | Credit Card/FFC
Retention: 12,000+

Tele Sales Unit: NTB acquisition of 800+ Credit Card and FFC
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Retail Banking

Conventional Banking

Conventional Deposit Products

Our Deposit Products have been designed to offer an array of services and benefits for customers with a reach of
over 565 plus network of branches nationwide. We believe in offering innovation, accessibility, quality service and
ease to our customers to meet their individual and business banking needs. From simple banking solutions,
transactional convenience to high value investments, you can choose an account that best suits your
requirements.

Current Deposit Accounts

Our Current Accounts help you manage your financial transactions with convenience. With free online transaction
facility and a host of fee waivers on maintaining certain balances, our Current Accounts are designed to give you
maximum flexibility and easy access to your funds through our online branches, ATM network and through Faysal
Digibank at all times.

Savings Deposit Accounts

Our Saving Accounts are there to provide you with attractive profit rates through a tiered structure to give you the
best out of your savings. Gain full access to your funds anywhere, anytime via online branches, alternate
distributions channels like ATMs, Faysal Digibank and a variety of debit and virtual cards.

Term Deposit Products

Our Term Deposit Account product is the ideal solution to save while earning high returns. It offers you a choice
of multiple tenure options for your investment so that you can earn attractive guaranteed returns with
convenience and flexibility.

Our conventional products include:

Business First Account

Faysal Business First provides a suitable solution to business individuals, with business across multiple cities,
with need to conduct frequent transactions. With Faysal Business First you can now enjoy a host of free services
and protection benefits. Business First also helps account holder in conducting intercity transactions as well as
using other financial instrument free of cost.

Sahulat Current Account

Faysal Sahulat Current Account addresses your need for instant access to your account from any branch of
Faysal Bank nationwide. There is no limit on the number of transactions you can make. Enjoy free cheque book,
pay orders and duplicate account statements on monthly balance maintenance of Rs 50,000 & above.

Basic Banking Account
No minimum balance requirement. Maximum of two free deposits and withdrawals through counters/clearing are
allowed in a month. Easy access to your account through Cheque Book and Debit Card.

Asaan Current Account

No minimum balance requirement. Enjoy free cheque book, pay orders and duplicate account statements on
monthly balance maintenance of Rs 50,000 & above. Total Debit Transactions per month & Total Credit Balance
Limit not to exceed Rs. 500,000/- (Rupees Five Hundred Thousand only).
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Tez Tareen Asaan Remittance Account

Faysal Bank understands the value of your hard-earned money and the sacrifice to live far from your home. This
is the reason we make sure that your remittances reach your loved ones in the quickest and safest way. We are
the ones who take care of your family by ensuring fastest delivery of remittance into your Faysal Tez Tareen Asaan
Remittance Account with the access of our widest network of more than 565 plus branches nationwide.

Life Plus Savings Account

Faysal Life Plus Savings Account is designed to cater to the financial needs of our senior citizens, belonging to
the age bracket of 55years and above, looking for attractive returns on their lifelong savings. Get free first Cheque
book & Debit Card on account opening.

Moavin Savings Account

Faysal Moavin Savings Account is best for individuals and institutions with higher transactional needs and are
looking forward to returns. More than 200 Lifestyle Discounts & Alliances on debit Card. Minimum Balance
Requirement of Rs. 50,000/- and above.

Market Link Savings Account

Faysal Market Link Savings Account is our latest offering to help you control and manage your savings the way
you always wanted to. Now with our innovative KIBOR-linked savings product, you can benefit from a daily
changing market rate. Minimum Monthly average balance of PKR 500,000/- should be maintained. Provided with
an incentive to save more through a tiered profit structure with unlimited transaction facility.

Premium Savings Account

Faysal Premium Savings Account is especially designed to cater to the needs of business customers with large
transaction volume. It provides the perfect combination of a savings account matched with a flexibility of a
current account. Minimum Monthly average balance of PKR 100,000/- should be maintained. Profit is calculated
on your monthly average balance and paid to you on a monthly basis.

PLS Savings Account

Faysal Savings Account addresses your basic banking needs. It allows individual savers and depositors like you
to enjoy profits on your savings. No monthly balance requirement. Profit is calculated on the monthly average
balance and paid semi-annually.

Asaan Saving Account

Asaan savings account is designed for unbanked and underbanked segment low income group. Asaan account
can be opened with just CNIC, no other documentation requirement. There is no minimum balance requirement
in Asaan accounts.

Izafa Term Deposit

Faysal Izafa Term Deposit offers in PKR currency, provides you one of the most convenient ways of receiving
profit on annual, semi-annual, quarterly or monthly basis. Faysal Izafa Term deposits offer attractive returns to
enable you to improve your lifestyle or take care of unforeseen expenses. Minimum investment of Rs. 25,000/
is required.

FCY Current Accounts
Account can be opened in US Dollar, Pound Sterling or Euro currency. Minimum monthly average balance
requirement is USD 500, GBP 300 and EUR 350.
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Faysal Islamic Life Plus Savings Account

A Golden Opportunity
for Your Golden Years




FCY Mahfooz Sarmaya

To provide convenience and value to customers with foreign currency related needs, Faysal Bank’s Mahfooz
Sarmaya Foreign Currency Account offers you many attractive features. Minimum monthly average balance

requirement is USD 500, GBP 300 and EUR 350. Profit is calculated on monthly minimum balance and paid
semi-annually basis.

FCY Term Deposits
Account can be opened in US Dollar, Pound Sterling or Euro currency. Tenures from 7 days to 1 year. Annual,
monthly, quarterly and six-monthly profit payment option available.
Faysal @Work Conventional Employee Banking
Faysal @Work is our Employee Banking proposition which caters to the needs of large, medium and small
corporates alike. With our market competitive and bundled proposition, Faysal @Work aims to provide a
360-degree Payroll Management solution. The bundled proposition includes Consumer Finance and Wealth
Management products alongside an in-house payments and a third party web-based HRM solution. The
onboarding process itself is state of the art with minimized customer interaction and requirements.
Faysal @Work offers following benefits for the Employers:

» Onsite Account Opening of staff

« Onsite Deliveries of Staff Welcome Packs (Cheque Book & Debit Card)

» Dedicated Relationship Branch / Manager

» Cash Management — Online Banking Portal

* Reduced Payroll Administration Cost and Salaries Disbursal with 1 click!

» HRMS Solution

Faysal Bank Limited endeavors to provide complete package, with market competitive benefits for
employees as well:

* Free Account Services

No Minimum Balance Required

» Cheque Book/Debit Card

Pay Orders/Duplicate Account Statements

E-Statements/Internet Banking
* SMS Services
« Priority Banking for Senior Management

* Access to Consumer Finance Products at preferred rates
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At Faysal Bank, we take pride in delivering best in class services to our clients, as part of our DNA, we
continuously strive to improve product offerings, customer service and customer experience at all stages of
customer journey.

Payroll Current Account

Current account variant is available in Faysal @Work Employee Banking which includes free transaction facilities
and fee waivers making it a market competitive product. The account enables customers to receive salary
conveniently from their employers on a single click and have ease of withdrawal from the extensive ATM network
across the country. The onboarding process is free of cost of the customer.

Faysal Moneyline

Faysal Moneyline is a cash backed product which allows up to 90% of financing to customers to cater their
individual as well as their non-individual needs. These financing limits serve the customers with their short-term
credit requirements. It can be availed against LCY/FCY Deposits, Government Securities (SSC/DSC, RIC), TDR,
FAML & Mutual Funds of other Banks.

It offers 3 product variants which are:
. Funded (Running Finance “RF”) and
. Non-Funded (Letter of Guarantee “LG” & Letter of Credit “L.C”)

Running Finance

Running finance/overdraft facility is a short term facility provided to a customer allowing withdrawals from their
current account in excess of the credit balance, maintained by them with the Bank. This Running finance account
may be freely operated by way of multi-transactions provided that the sanctioned limit is not exceeded, and the
account is operated strictly in accordance with the approved limit and terms and conditions at all times. RF
facilities are revolving in nature but can only be revolved over a year subject to credit approvals.

RF can be utilized through a cheque book or debit card issued by the bank. Mark up charged only on the
amount utilized and for the number of days utilized.

Letter of Guarantee

Bank Guarantee is an irrevocable undertaking of a bank (guarantor) to effect payment against presentation of a
written statement of the guarantee holder (beneficiary) if a contractually agreed obligation has not been fuffilled by
the customer (applicant).

Bank guarantees may be broadly classified under the following heads:

. Performance Guarantee

. Advanced Payment Guarantee

. Bid Bond Guarantee

Letter of Credit

A Letter of Credit is a document issued by the Bank on behalf of a customer, authorizing a beneficiary to draw a
draft (or sometimes without requirement of a draft), which will be honored on presentation by the Bank if drawn in
accordance with terms and conditions specified in the letter of credit.
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It is a written undertaking by the issuing bank given to the seller (beneficiary) at the request and on the
instructions of the buyer (applicant) to pay at sight or at a determinable future date a stated sum of money
against the required documents.

Broadly, L/Cs may be classified as under:
a. Sight - Letters of Credit (L/C - Sight)
b. Usance Letters of Credit (L/C - Usance)

Islamic Banking

Faysal Islamic Banking provides our customers with a wide range of deposit products for their daily banking
requirements that comply with Shariah principles. Our wide range of products are designed keeping in view
customer needs and requirements for personal and business banking needs. From simple day-to-day accounts
to high value investments you can choose the product that suits your need the best to get attractive halal returns.
Our Islamic products are designed to give you maximum flexibility, transactional convenience and easy access to
your funds through our online Faysal Islami branches, ATM network, Debit & Virtual Cards and through Faysal
Digibank at all times.

Islamic Current Deposit Accounts

Our value-added Islami current account products which enables you to derive benefits from your deposits.

It is suitable solution for individual as well as business entities looking for a checking account based on Islamic
Financing principles. These Islami current accounts are based upon Qard, (Loan on demand) and Remunerative
Mudarabah principles. This makes it free of Riba (interest) and the principle is guaranteed to you, the depositor.

Islamic Savings Accounts

Our Islami Saving accounts are opened on the basis of ‘Mudarabah’, where Faysal Islamic Banking is the
‘Mudarib’ (manager of the funds) and you, the customers are the ‘Rabb-ul-Maal’ (owner of funds). These deposits
are deployed in Shariah compliant modes such as ljarah, Murabaha and Musharakah etc. The rate of profit on
your deposit will be determined through Shariah approved mechanism for calculation of weightages which will be
announced at the beginning of each calendar month and shall be applicable for that month only. Faysal Islamic
Saving deposits will share in the profit earned by the Islamic Banking Branches of Faysal Bank. Losses, if any, will
be shared in the proportion of investment by each depositor. Monthly weightages for profit distribution shall be
calculated and displayed at all Faysal Islamic Banking branches as well as our website.

Term Deposit Products

Faysal Islamic Barkat Investment Certificates offer you convenient financial solutions under the arrangement

of ‘Mudarabah’, where Faysal Banking is the ‘Mudarib’ (manager of the funds) and you, the customers, are the
‘Rabb-ul-Maal’ (owner of the funds). These deposits are deployed in Shariah- compliant modes such as ljarah,
Murabaha, and Musharakah. The rate of profit on your deposit will be determined through a Shariah approved
mechanism for calculation of weightages which will be announced at the beginning of each calendar month and
shall be applicable for that month only. Faysal Islamic Barkat Investment Certificates will share in the profit earned
through financing in different Islamic modes of financing. Losses, if any, will be shared in the proportion of
investment by each depositor. Monthly weightages for profit distribution shall be calculated and displayed at

all Faysal Islamic Banking branches as well as our website.

Faysal Bank Islami offers a wide range of Current, Saving and Term Deposit products for various customer

segments based on their transactional and investment needs, details of Islamic Banking products are
appended below:
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Wealth Management

Faysal Bank offers you an extensive menu of Wealth Management solutions tailored to suit your needs. With one
of the most robust propositions in the industry, we are ideally positioned to meet all your financial needs based on
your individual risk appetite and expectations.

Bancassurance Solutions

During the course of your financial life, you face an inherent uncertainty and risk associated with your health and
well-being. In order to ensure your continued peace of mind we offer you a wide array of saving and protection
products to help achieve your financial goals in life.

Saving and Protection Plans

Our Saving and Protection plans have been developed under distribution agreements with some of the leading
life Takaful providers in Pakistan. Our suite of Bancassurance solutions is tailored to allow you to save on a
regular basis and plan towards achieving your life’s goals. These plans provide you a high level of Life Takaful
coverage in order to safeguard the future of your loved ones while at the same time directing your savings
towards professionally managed funds which offer you positive returns against your investments. All products
have the flexibility to be customized to cater your specific needs. Whatever your requirements, we have the right
solution for you!

Health Takaful

Our health is our greatest asset and with the increasing cost of health care, it is essential to plan ahead to ensure
the best possible health care for ourselves and our loved ones. Faysal Bank offers you a diverse selection of
Health Takaful solutions developed in association with the leading Health Takaful companies in Pakistan. Our
products are designed to provide you comprehensive health coverage at leading network hospitals across the
country to give you the peace of mind that you truly deserve!

Protection Plans

In order to provide financial security and a stress free lifestyle to our customers, Faysal Bank has introduced, pure
life Takaful protection based plans in conjunction with selected insurance partners. By simply paying a very
nominal amount, you can now avail a significant insurance coverage on an annual basis to safeguard the needs
of your loved ones. These insurance policies provide you a range of covers including Life coverage and multiple
additional General Takaful covers such as home content, wallet and cash withdrawal etc.

Mutual Fund solutions

In order to support you towards better managing your financial portfolio and to further grow your wealth, we offer
you a full menu of mutual funds through our distribution partner Faysal Asset Management Limited (a subsidiary
of Faysal Bank Ltd.). Based on your individual risk appetite and investment goals, you can select the right
investment solution to enter your market of choice and make healthy returns! In addition to investment benefits,
these mutual fund placements also entitle you to tax benefits in line with prevalent tax laws. With multiple
open-ended and closed ended funds with varying investment strategies, you can easily find one best suited to
your financial needs!
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Islamic Current Account
A value-added product which enables the customer to derive benefits from their deposits. This account is based
upon Qard (Loan on demand) which makes it free of interest and the principle is guaranteed to the depositor.

Islamic Rehmat Remunerative Current Account

Faysal Islamic Rehmat account opened on the basis Mudarabah is determined to provide one-of-a-kind package
to its customers comprising of unmatched transactional benefits, meeting your customized banking needs.
Account is tagged with a range of free services.

Islamic Rehmat Business Account
Faysal Islamic Rehmat account opened on the basis Mudarabah is determined to provide one-of-a-kind package to
its customers comprising of unmatched transactional benefits, meeting your customized business banking needs.

Islamic Asaan Current Account

Asaan current account is designed for unbanked and underbanked segment low income group. Asaan account
can be opened with just CNIC, no other documentation requirement. There is no minimum balance requirement
in Asaan accounts. Faysal Islamic Asaan Account is an easy solution for individuals looking banking needs in a
secure manner. This account is easy to open with just one documentation requirement. This account also caters
the basic needs of farmers, housewives and students. Moreover, it is opened on the basis of Qard (loan).

Islamic Asaan Saving Account

Asaan savings account is designed for unbanked and underbanked segment low income group. Asaan account
can be opened with just CNIC, no other documentation requirement. There is no minimum balance requirement
in Asaan accounts. This account is based on Remunerative Mudarabah.

Islamic Asaan Remittance Account

Faysal Islamic Tez Tareen Asaan Remittance Account is a remunerative current account based on the principle of
Mudarabah, specifically designed to receive remittances from abroad directly. Customers can withdraw/ transfer
funds, pay bills, check account balance using ATM, branch counter, Internet and Mobile Banking.

Islamic Basic Banking Account
Opens on the basis of Qard. No minimum balance maintenance charges. 2 free deposits and 2 free withdrawals
per month through cash/clearing.

Islamic Savings Account

An account that provides greater returns on your investments and is a suitable solution for individuals as well as
business entities that are looking for competitive returns on their savings based on Islamic Financing principles.
Opened on the basis of ‘Mudarabah’.

Islamic Muntazim Savings Account

A saving account opened on the basis of Mudarabah that provides the comfort of saving, managing their day to
day banking transaction needs with ease. in accordance with Islamic principles, enjoying Halal returns and
managing day to day banking transaction needs with ease.

Islamic Barkat Investment Certificates

Faysal Islamic Barkat Investment Certificates offer you convenient financial solutions under the arrangement of
‘Mudarabah’, where Faysal Banking is the ‘Mudarib’. Range of tenures from 1 month up to 5 years. Premature
withdrawal option available with no penalty charge. Islamic Barkat Certificates offer attractive returns to enable
you to improve your lifestyle or take care of unforeseen expenses.
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Faysal Rehmat Business Account

Grow Your Blessings
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Islamic Tez Tareen Asaan Remittance Account

We make sure that your remittances reach your loved ones in the quickest and safest way. We are the ones who
take care of your family by ensuring fastest delivery of remittance into your Shariah compliant Faysal Islamic Tez
Tareen Asaan Remittance Account. This account is opened on the basis on Mudarabah.

Islamic Life Plus Savings Account

Faysal Islamic Life Plus Savings Account is a Shariah Compliant offering designed for maximization of your
hard-earned savings and in addition also provides unique health and hospitalization benefits through its new
Health Card feature.

Islamic Remunerative Current Payroll Account

The Islamic Current Remunerative Payroll Account is based on the Mudarbah principle which includes free
transaction facilities and fee waivers making it a market competitive product. The account enables customers to
receive salary conveniently from their employers on a single click and have ease of withdrawal from the extensive
ATM network across the country. The onboarding process is free of cost of the customer.

Islamic Savings Payroll Account

The Islamic Savings Payroll Account is based on the Mudarbah principle which includes free transaction facilities
and fee waivers making it a market competitive product. Suitable for customers that wish to save a portion of
their income monthly. The onboarding process is free of cost of the customer.

Islamic Rehmat Payroll Account

The Islamic Rehmat Payroll Account is based on the Mudarbah principle which includes free transaction facilities
and fee waivers making it a market competitive product. Designed specifically to provide charity against balances
maintained by customers, including ease of transacting and withdrawal from the extensive ATM network across
the country. The onboarding process is free of cost of the customer.

Islamic Basic Payroll Account

The Islamic Basic Payroll Account is based on the Mudarbah principle which includes free transaction facilities
and fee waivers making it a market competitive product. The account enables customers to receive salary
conveniently from their employers on a single click and have ease of withdrawal from the extensive ATM network
across the country. The onboarding process is free of cost of the customer.
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Faysal Islamic Tez Tareen Asaan Remittance Account

International Transfers at a
Rapid Speed




Faysal @Work Islamic Employee Banking:
Faysal @Work Islamic is our Shariah Compliant Employee Banking proposition which caters to the needs of large,
medium, and small corporates alike. With our market competitive and bundled proposition, Faysal @Work Islamic
aims to provide a 360-degree Shariah Compliant Payroll Management solution. The bundled proposition includes
Shariah Compliant Consumer Finance and Wealth Management products alongside an in-house payments and a
third-party web based HRM solution. The onboarding process itself is state of the art with minimized customer
interaction and requirements.
Faysal @Work Islamic offers following benefits for the Employers:

» Onsite Account Opening of staff

« Onsite Deliveries of Staff Welcome Packs (Cheque Book & Debit Card)

» Dedicated Relationship Branch / Manager

» Cash Management — Online Banking Portal

« Reduced Payroll Administration Cost and Salaries Disbursal with 1 click!

» HRMS Solution

Faysal @Work Islamic endeavors to provide complete package, with market competitive benefits for
employees as well:

» Free Account Services
+ No Minimum Balance Required
» Cheque Book/Debit Card
« Pay Orders/Duplicate Account Statements
« E-Statements/Internet Banking
» SMS Services
« Priority Banking for Senior Management
« Access to Shariah Compliant Consumer Finance Products at preferred rates
At Faysal Islami, we take pride in delivering best in class services to our clients, as part of our DNA, we

continuously strive to improve product offerings, customer service and customer experience at all stages of
customer journey.
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Faysal @work

Just a click away.




Roshan Digital Islamic Current Accounts

Digital Account Opening from outside Pakistan for Non-Resident Pakistanis. Islamic Account opened based on a
Qarz contract. Accounts available in PKR, USD, GBP, EURO, CNY, AED, CAD and SAR. Repatriation of funds,
Customers can withdraw their funds through transfer into any of his/her account internationally. Remittance transfer
from the comfort of your home to your loved ones. Debit Virtual Card offers for online payments. Debit Card is
available with PKR accounts only.

Roshan Digital Islamic Savings Accounts

Accounts available in PKR and USD. Account Opening from outside Pakistan for Non-Resident Pakistanis Islamic
Savings Account opened based on a Mudarabah contract. Investments options are available to invest in Naya
Pakistan Certificates, Sharia compliant fixed deposit certificates. Halal Sharia compliant profits. Repatriation of
funds, Customers can withdraw their funds through transfer into any of his/her account internationally. Remittance
transfer from the comfort of your home to your loved ones. Debit Virtual Card offers for online payments. Availability
of DigiBank Internet Banking and Mobile Banking for easy Account management, Bill payments, Funds transfer,
mobile top ups and much more (only debit transactions will be allowed).

Priority Banking

As a Faysal Priority customer, we are committed to provide you an enhanced banking experience and look forward
to supporting you in achieving your financial goals. Some of the exclusive benefits associated with our Priority
Banking proposition include:

Exclusive Priority Banking Experience
Unlimited Access to our Priority Lounges and facilities across the country for all your financial needs. Faysal priority
lounges provide banking luxury and transactional convenience to our priority customers.

Financial Advisory and Assistance
Dedicated Priority Relationship Managers assigned to cater to all your financial requirements and manage your
Wealth portfolio.

Faysal Priority Platinum Debit Card

As a Faysal Priority customer, you are entitled to a complimentary Faysal Priority Islamic Debit Card that comes
equipped with a suite of features and benefits designed to match your exclusive lifestyle. Enjoy discounts at more
than 300 retail outlets across Pakistan with an acceptability at 15+ thousand ATMs and over 52+ thousand Point of
Sale (POS) locations available in Pakistan.

Travel with Comfort
Complimentary Access to Airport CIP and Majestic lounges along with access to 27 different international airport
lounges across the globe including UK, USA, UAE, Singapore and Turkey.

Transactional Privileges

Enjoy a host of free services, such as Unlimited Free Cheque Books, Free SMS Alerts, Free Demand Drafts and Pay
Orders, Free Intercity Cheque Clearing, Free Inter Bank Funds Transfer (IBFT), Free Withdrawal from other bank
ATM’s, 50% waiver on Annual Locker Rentals and many more.

Preferential rates on Islamic Financing
As a Faysal Priority customer, avail our Islamic facilities at preferential rates. This includes Auto Financing, Mortgages
and other Islamic Financing. Please get in touch with your dedicated relationship manager for further details.

Dedicated Customer Care

Exclusive 24-Hour Faysal Priority helpline at 111-11-71-71 where our qualified and dedicated teams are focused
and ready to service you at any time of the day. Customer service teams can assist you with your queries,
complaints, reporting of lost or stolen cards and activation of your Faysal Priority Islamic Debit Card.
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Faysal Islami Roshan Digital Account

Islamic Banking for
Overseas Pakistanis
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a.

b.

Faysal Moneyline

Faysal Moneyline is a cash backed product which allows up to 90% of financing to customers to cater their
individual as well as their non-individual needs. These financing limits serve the customers with their short-term
credit requirements. It can be availed against shariah compliant securities which includes LCY/FCY Deposits,
Government Securities, TDR, FAML & Mutual Funds of other Banks.

It offers following product variants which are:

Non-Funded Letter of Guarantee (LG)

Non-Funded Letter of Credit (LC)

Letter of Guarantee

Bank Guarantee is an irrevocable undertaking of a bank (guarantor) to effect payment against presentation of a
written statement of the guarantee holder (beneficiary) if a contractually agreed obligation has not been fulfilled by
the customer (applicant).

Bank guarantees may be broadly classified under the following heads:

Performance Guarantee

Advanced Payment Guarantee

Bid Bond Guarantee

Letter of Credit

A Letter of Credit is a document issued by the Bank on behalf of a customer, authorizing a beneficiary to draw a
draft (or sometimes without requirement of a draft), which will be honored on presentation by the Bank if drawn in
accordance with terms and conditions specified in the letter of credit.

It is a written undertaking by the issuing bank given to the seller (beneficiary) at the request and on the instructions
of the buyer (applicant) to pay at sight or at a determinable future date a stated sum of money against the required
documents.

Broadly, L/Cs may be classified as under:

Sight - Letters of Credit (LC - Sight)

Usance Letters of Credit (LC - Usance)

46 | Faysal Bank



Faysal Priority Islamic Platinum Debit Card

Access to a World of Opportunities




Our Network

500

Islamic
Branches

200+

Cities Across
Pakistan

76

Conventional
Branches

576

Total
Branches

Balochistan




Halwtan
Q-

Punjab




Our People

Head count as at December 31, 2020, broken down:
« By employment type (permanent / temporary)

* By gender
* By region
FTE 6,767 Male 5,687 HO 868
BC 36 Female 1,216 Central | 1,790
Total 6,803 Total 6,803 Central Il 1,009
North 1,198
South 1,938
Total 6,803

Training & Development

L&D Centre No. of Staff Trained Average training hours per Employee

Central-| 6,444 39,909

Central-ll 2,886 15,786 5
Head Office 1,225 6,830 6
North 4,099 28,853 7
South 5,941 41,909 7
Grand Total 20,595 133,287 6

Competitive Landscape

Faysal Bank is engaged in Corporate, Commercial and Consumer banking activities undertaken through a
network of 576 branches in Pakistan. As at December 31, 2020 there are 29 commercial and 3 specialized
banks operating in Pakistan. Faysal Bank has a market share of 4.4% based on number of branches. The Bank
is on its way of becoming a full-fledged Sharia compliant Bank and is currently operating through 500 Islamic
Banking Branches which constitute approximately 15% of Islamic Banking Branches in Pakistan. Faysal Bank
has a market share of 7.3% of the Islamic Banking deposits in the industry.
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Value Chain and Business Model

Investor
Providers of capitals have

placed their trust in us by

investing in our srategy to
create value to enable \
financial returns.

Employees
We have a team of
competent & professional

staff investing their time and
talent to run operations of
the Bank. \

Customers

Placing their trust and money
expecting uninterupted
quality services.

Regulators & Government

Regular oversight and laid-out

guidelines ensure transparency
and consistency in business
practices and reporting. \

Community
Communities are impacted by
a wide range of things,

including job creation,
economic development, ’H
health, and safety.

Core Business Activities
We allocate capital to run our
operations and invest in areas
which offer best prospects for
growth and long-term returns.
financial returns.

J A

Value Creation

Total Assets: Rs. 709,958 million
PAT: Rs. 6,511 million

EPS: Rs. 4.29

ROA: 0.97%

ROE: 13.6%

Core Business Activities
Their skills and expertise are
utilised to maintain and develop
our brand and deliver top notch
services to our customers and
fulfil the expectations of our

A

Value Creation
Salaries & Benefits:
Rs. 7,578 million
Training & Development:
« Hours: 133,287
- Staff: 20,595
« Investment: Rs. 37 million

Core Business Activities
We are developing and
providing not only our products
and services to improve our
brand but also our
understanding of the growing
financial services needs of our

|
ﬁ

Core Business Activities

A distinct Compliance Function
and a dedicated SBP Reporting
Section ensures timely and
accurate compliance with all
regulatory requirements.

J A

Value Creation
Compliant Financial & Other
Regulatory Reportings.
Contribution to GDP (PAT):
Rs. 6,511 million

Tax: Rs. 4,260 million

Core Business Activities
Working to improve
collaboration with our
community for delivering our
social responsibilities and
conducting business without
causing disruptions in the society.

J A

Value Creation

Jobs created: 6,803
Donations: Rs 77 million
Green Banking Initiative: 20%
increase in e-subscriptions

Value Creation
ATMs: 650+
Branches: 576
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History of Major Events

October 1994

Incorporation of Faysal Bank
Limited in Pakistan

October 1987 December 2001
. . Merger of Al-Faysal

Ftayr?aldlslammt.Barjk gf E’ath ran ith Investment Bank Limited

Jarer operaon i rarstEn W with Faysal Bank Limited

three branches
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December 2010

Acquisition & amalgamation of
Royal Bank of Scotland Limited
(RBS Pakistan) with and into
Faysal Bank Limited

August 2003

Incorporation of Faysal Asset
Management Limited

November 2018

Acquisition of 69.99% shareholding of
Faysal Asset Management Limited
(FAML), taking the total interest of
FBL to 99.99%

Ca=
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Highlights of Year 2020

April 22, 2020

First Quarter Financial
Results 2020 approved by
the Board of Directors

February 13, 2020
Annual Financial Results 2019 May 1 4, 2020

approved by the Board of Directors 25th Annual General Meeting
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August 20, 2020

Second Quarter Financial Results 2020
approved by the Board of Directors

October 22, 2020

Third Quarter Financial Results
2020 approved by the Board
of Directors
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Governance




SCFR (PK) 1 Highest Shariah Rating Attainable

Islamic International Rating Agency




Board of Directors’ Profiles

Mr. Faroog Rahmatullah Khan
Chairman

Mr. Faroog Rahmatullah is a Law graduate. He
joined Burma Shell Oil & Distribution Company in
1968 and worked in different roles in Chemicals,
Human Resources, Marketing, Supply, Distribution,
Retail, etc. He was transferred to Shell International
London in 1994 as a Manager in the Business
Strategy Division and was involved in various
portfolios covering over 140 countries. On his return
in 1998, he was appointed as Head of Operations
of Shell Pakistan and was looking after Middle East
and South Asia (MESA). In 2001, he was appointed
as Chairman of Shell Companies in Pakistan and
Managing Director of Shell Pakistan Limited.

He is currently leading an Expert Energy group
which has developed a 25-year Integrated Energy
Plan (first time ever in the history of energy planning)
for the country. This plan has been in principle
accepted by the Government, Pakistan Business
Council, international agencies and some other
stakeholders.

Key Positions Held:
Chairman of Shell Companies in Pakistan and
Managing Director of Shell Pakistan Limited

Founding Member of PAPCO (Pak Arab Pipeline
Company Limited)

Director General of Civil Aviation Authority
of Pakistan

Chairman of Oil and Gas Development
Company Limited

Chairman of LEADS Pakistan

Founding Member of Pakistan Human
Development Fund

Member of the Economic Advisory Council, Ministry
of Finance, Government of Pakistan
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Member of National Commission of
Government Reforms

Director on the Boards of PCB, PIA and Pakistan
Stone Development Company

He is serving on the Boards of Directors of:
Faysal Bank Limited
Society for Sustainable Development

Resource Development Committee of Aga Khan
University Hospital

He is also a Trustee of Legends Trust (Formed by
the Government of Sindh)




Mr. Ahmed Abdulrahim Mohamed
Abdulla Bucheery

Vice Chairman

Mr. Ahmed Abdulrahim holds an MBA from the
University of Glamorgan, Wales (UK), and is a Fellow
Member of the Institute of Financial Accountants,
London (UK) and the Institute of Public Accountants,
Australia. He also holds an Executive Management
Diploma from the University of Bahrain and an
Advance Banking Diploma from the Bahrain Institute
of Banking and Finance. He is also a certified Director
from the Pakistan Institute of Corporate Governance.

Ahmed Abdulrahim is the Chief Executive Officer of
lthmaar Group, including Ithmaar Bank. He started his
career in the Accounting Department with Aluminum
Bahrain followed by Chase Manhattan Bank (currently
J.P. Morgan) as Head of Financial Control. He then
joined the National Bank of Bahrain where he served
for 28 years in various executive levels and in different
capacities, including Manager of Foreign Exchange
and Funding, Chief Internal Auditor and Assistant
General Manager of Corporate Services Group.

Ahmed Abdulrahim held the dual roles of Deputy
Chief Executive Officer at Shamil Bank and Chief
Operating Officer at Ithmaar Bank for approximately
four years. In 2013 he was appointed as CEO,
[thmaar Bank. Currently serves as Vice Chairman of
Faysal Bank Limited (Pakistan), Vice Chairman of
Solidarity Group (Bahrain), member of the Board of
Directors of Ithmaar Development Company (Bahrain),
Vice Chairman of The Benefit Company (Bahrain),
Vice Chairman of Bahrain Association of Banks

and Vice Chairman of The Wagf Fund of the

Islamic Banks (Bahrain).

Mr. Yousaf Hussain
President & CEO

Mr. Yousaf Hussain, President & CEO Faysal Bank,
has around 27 years of diverse professional
experience. His previous assignments have primarily
been with ABN AMRO Bank, where he held multiple
senior managerial positions, mainly within Wholesale/
Corporate Banking. His experience also includes
senior management positions with Samba Bank and
earlier roles with Mashreq Bank, UAE and Mobilink.

He has been with Faysal Bank since August 2008. He
has contributed significantly to the growth of the
franchise while holding senior management positions
within Corporate, Special Assets and Risk
Management Group. He was elevated, in early 2017,
to become the President & CEO of Faysal Bank Ltd.

Under his leadership, the Bank has embarked upon a
well-structured plan to convert into a full-fledged
Islamic Bank from a conventional bank.
Simultaneously, the Bank has also adopted a growth
strategy through major network expansion, new
product offerings and enhanced distribution efficiency
coupled with customer centric approach and
increased focus on technology.

Yousaf is an Electrical engineer with an MBA from
Lahore University of Management Sciences. He is a
member of the Executive Committee of Pakistan
Banking Association, a Council Member of the
Institute of Bankers-Pakistan, Director at Pakistan
Business Council and Pakistan Institute of Corporate
Governance. He is also a member of the
Management Committee of CEIF (Centre for
Excellence in Islamic Finance) at IBA Karachi.
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Mian Muhammad Younis
Director

Mian Mohammad Younis possesses 39 years of
experience in Public Finance, Banking and Financial
Sector reforms with extensive knowledge of
Corporate Sector Governance, Rules, Regulations
and Audit Procedures. During his career, he was
Head, Inter-Governmental Finance Wing (IGF),
Regulation Wing (RW), and Human Resource Wing
(HRW) of Finance Division as Additional Finance
Secretary (AFS). He was Secretary to National
Finance Commission (NFC) from 2003 to 2010 and
was the first Chief Operating Officer (COQO) of Khushal
Pakistan Fund Limited (KPF) under Finance Division.

Mian Younis established new ventures in the financial
& Public Sector Entities (PSEs), through mergers
along with a team of experts. He contributed towards
policy formulation as a member of boards of various
Corporate Sector entities and banks. He carried out
the financial restructuring of several Non-Banking
Financial Institutions (NBFI) as a member of Financial
Sector Reforms Committee. Affected recovery of
loans extended to Provincial Governments and other
Public Sector entities by the Federal Government and
also assisted State Bank of Pakistan (SBP) in
managing the overdraft position of provinces, AJK,
and various Public Sector Corporations from 2003 to
2011. He supervised not only the Expenditure Budget
of the Federal Government but also implemented
Public Sector Development Programs of Finance
Division from 2001 to 2011.

He was on the Board of Directors of Meezan Bank
Limited and also its Chairman Board Audit Committee
& member Risk Management Committee, for about
three years. He completed the process of liquidation
of Federal Bank for Cooperative (FBC) and Agriculture
Marketing and Storage Limited (AMSL) as liquidator.
Mian Younis served in the Public Sector for a long
time, while holding positions in different Government,
Semi Government and Autonomous Bodies i.e. FBR,
Economic Affair Division (EAD), M/O F&A, BOI,
Pakistan Software Export Board (PSEB) and Finance
Division. He gained vast experience in HR
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management through formulation of HR Policies,
Rules, Regulations Procedures and their
implementation, while Heading Regulation Wing of
Finance Division, mandated for fixation of
remuneration, perks and privileges of
Parliamentarians, Judiciary, Public Sector Entities and
their HR Policies, Rules and Regulations. He
established various Funds including “Relief Funds”
and was instrumental in framing their accounting
procedures, Financial / Investment Rules in
consultation with Controller General Accounts (CGA)
and Auditor General of Pakistan’s Office.

At present, he is on the Board of Directors of Faysal
Bank Limited since April 2014, Chairman Board Audit
and Corporate Governance Committee and member
Remuneration and HR Committee. He holds a
Master’s Degree in Economics and is also qualified in
Project Appraisal & Risk Management (Duke, USA),
Assessing Financial System Stability (IMF Institute,
Singapore), Promotion of Direct Foreign Investment
(Osaka, Japan), Promotion of Agro Based Industry
(Manila Philippines), and Islamic Banking (Kuala
Lumpur, Malaysia). He is a certified expert in
Corporate Governance & Leadership Skills from
Pakistan Institute of Corporate Governance (PICG)
and has attended a number of workshops and
seminars on Anti-Money Laundering & Corporate
Governance.




Mr. Imtiaz Ahmad Pervez
Director

Mr. Imtiaz Ahmad Pervez has over 36 years' work
experience in the field of banking in the United Kingdom,
Bahrain and Pakistan. His last position was that of the
Chief Oprating Officer of the Faysal Islamic Bank of
Bahrain BSC. He was also the first CEO of the formner
Faysal Investment Bank Limited, Pakistan (later merged
with Faysal Bank Limited, Pakistan). Additionally, he has
served on the boards of banks including the Ithmaar
Bank BSC, Bahrain, AlBaraka Bank Pakistan Limited,
Faysal Islamic Bank of Bahrain BSC, Faysal Investment
Bank of Bahrain EC and the Faysal Investment Bank
Limited, Pakistan. He holds B.A. degree from the
University of the Punjab and fellowship of the Institute of
Islamic Banking and Insurance, London, U.K.

Mr. Ali Munir

Director

Mr. Ali Munir has a BA degree from Government
College Lahore and an LLB Degree From The
University of Punjab, Lahore. He has over thirty years’
experience as a Chartered Accountant. He is a
member of the Institute of Chartered Accountants in
England and Wales and the Institute of Chartered
Accountants of Pakistan. He was also a member of
Investment Management Regulatory Organisation and
the Securities Association (now known as the SFA) in
England. He joined MCB Bank Ltd. in 1999 and has
previously held senior positions at Citibank, Saudi
American Bank and Habib Bank. In 2005, he was
awarded the M.A Mozaffar Memorial Gold Medal from
the SBP and Institute of Bankers in relation to his
services to banking reforms in Pakistan and
Agriculture Finance. He was previously the Chairman
of the SBP Committee for Agricultural Finance

and also the Chairman of the SBP Committee for
Islamic Banking.
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Mr. Juma Hasan Ali Abul

Director

Mr. Juma Hasan Ali Abul is a fellow member of the
Association of Chartered Certified Accountants,
England, certified Director from the Pakistan Institute
of Corporate Governance and holds a Bachelors
Degree in Accounting, from Cairo (1980).

Key Positions Held:

Fellow member of the Chartered Association of
Certified Accountants, England

Certified Director from the Pakistan Institute of
Corporate Governance

Bachelor Degree in Accounting, Cairo (1980).

Executive General Manager, Ithmaar Bank BSC,
Bahrain (2010-2013).

General Manager MFAI (Jersey) (2000 - 2010),
then (2013 - Present), wholly owned subsidiary
of the DMI Group.

Executive Senior Manager, Shamil Bank of Bahrain
BSC (formerly, Faysal Islamic Bank of Bahrain)
1988-2000

Board Memberships: Faysal Bank, Pakistan; CITIC
International Asset Management, Hong Kong; United
Bank of Albania (until 2011); Gulf Investors Asset
Management Co., Saudi Arabia; Chairman of
Egyptian Investments Co, Egypt; in addition to
entities ranging from trading, industrial, real estate
development in Bahrain, Cayman, Egypt and U.S.A.
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* Worked with Touché Ross, London (now Deloitte),
and Peat Marwick Mitchell Bahrain (now KPMG) —
Chartered Accountants

 Lead restructuring of Group institutions as well as
major Mergers & Acquisitions




Mr. Abdulelah Ebrahim Mohamed AlQasimi

Director

Mr. Abdulelah AlQasimi has more than 39 years of
diversified management experience. His previous
positions include Chief Executive of the Labor Fund
(Tamkeen), from which he resigned in May 2010,
Deputy Chief Executive Officer of Labor Fund Project
at the Bahrain Economic Development Board,
Assistant Undersecretary for Training at the Bahrain
Ministry of Labor and Social Affairs, Director of
Engineering and Maintenance at the Bahrain Ministry
of Health. He has also served as the Chairman of the
Bahrain Qualifications Framework Steering Committee
and the Steering Committee of Career Expo and was
a Board member of the Bahrain Society of Engineers
and the Bahrain Consumer Protection Society.

He is currently a Chairman of Ilthmaar Dilmunia
General Partner Co. and Member of the Board of
lthmaar Holding, Ithmaar Bank, IB Capital, Solidarity
Group Holding, Chairman of Saudi Solidarity Takaful
Co., Naseej BSC, Faysal Bank Limited (Pakistan) and
a member of the Board of Trustees of Arabian Pearl
Gulf School.

Abdulelah AlQasimi holds a BSc in Civil Engineering
from Queen Mary College University of London,
UK, and MSc in Health Facility Planning from the
University of North London, UK, and a Diploma in
Health Care Management from the Royal College
of Surgeons in Ireland, Bahrain. He is also a
certified Director from the Pakistan Institute of
Corporate Governance.

Mr. Abdulla Abdulaziz Ali Taleb

Director

Mr. Abdulla Abdulaziz Ali Taleb has more than 19
years of experience in banking and currently he is
heading the Business Banking Group of Ithmaar
Bank, Bahrain. Besides that, he has a strong work
experience in a number of banking functions;
including Islamic financial services, corporate banking,
capital markets and credits. Prior to joining Ithmaar
Bank, he held senior positions in various banks and
financial institutions including BMI Bank, First
Investment Bank, Shamil Bank and Khalegj Finance
& Investments.

Abdulla Taleb has a Bachelors Degree in Banking
& Finance from Kingdom University and Associate
Diploma in Economics Banking and Finance from
University of Bahrain. He also holds an Advanced
Diploma in Islamic Banking from Bahrain Institute
of Banking and Finance. In addition Abdulla is a
certified Director from the Pakistan Institute of
Corporate Governance.
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Ms. Fatima Asad Khan

Director

Ms. Fatima Asad-Said is Managing Director for the
Corporate Governance & People Solutions Business
Vertical at Abacus, a leading international professional
services firm. Over the last 23 years, her professional
experience focused on delivering world class
transformative solutions and thought leadership in the
corporate governance, strategic change,
organizational and learning development, human
capital management and advisory, rewards advisory,
technology transitions for HR and talent, diversity and
inclusion, project management, and strategic client
relationship management, across various sectors
including the financial services. Her significant
experience is complemented by leveraging on
strategic partnerships with global leaders such as
Mercer, Center for Creative Leadership, and SAP.
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An MBA graduate from LUMS, she started her career
with Coopers & Lybrand International and then
PricewaterhouseCoopers. Her leadership journey also
includes serving on various Boards such as Abacus,
Lahore University of Management Sciences, Kashf
Foundation, Kaarvan Crafts Foundation, and Bata
Pakistan. She is also a certified Corporate Director
from Harvard Business School and PICG, and

a member of the Diversity & Inclusion Hub

Leadership Council.




Mr. Mohsin Tarig
Director

Mr. Mohsin Tarig was elected as an Independent
Director on the Board of Faysal Bank Limited in
May 2020.

Mr. Mohsin Graduated from Brunel University, West
London with a BSc in Business Management in 2009,
after which he joined School of Oriental & African
Studies, University of London, for his MSc in
International Management from 2009 — 2010.

Soon after completing his higher studies, he joined his
family business in September 2011 namely, NIMIR
CHEMICALS PAKISTAN LTD. After assuming the
director role in 2011, he was responsible for a
successful turnaround of this Petrochemical
Manufacturing Company near Lahore. He was also a
member of board of an Oleo Chemicals & Chlor Alkali
manufacturing entity namely M/s NIMIR INDUSTRIAL
CHEMICALS LTD from December 29th, 2015 till
September 25th, 2018. During his highly successful
professional career extended over aimost 10 years,
Mr. Mohsin Tariq demonstrated extraordinary skill

and expertise in handling complex situations on
these assignments.

He has further attended numerous national

and international conferences, courses, seminars,
meetings and a Directors’ training program

from LUMS.

During his smart career, he has applied qualities of
integrity, credibility and a passion for progress to
strategic governance efforts. It was his vision,
devotion and smart ideas through which he was able
to diversify his family business into the new horizons

of petrochemicals products. He has played an
instrumental role in recent progress and development
of business leading the turnaround of M/s NIMIR
CHEMICALS PAKISTAN LIMITED. He played a key
role in shaping the overall business to its current
prominence in Pakistan.

In addition he is also responsible for shaping and
proactively managing the impact of financial and
regulatory requirements, ensuring the integrity of
financial accounts as well as establishing and
monitoring reliable control systems to strengthen the
risk and control environment.

He is an active member of civil society and is also
associated with various reputed charitable organizations.

Annual Report 2020 | 65



Senior Management Profiles

Mr. Yousaf Hussain
President & CEO

Mr. Yousaf Hussain has around 27 years of
professional experience, primarily at ABN AMRO
Bank where he held multiple senior managerial
positions including those within the Corporate / Credit
and Transaction Banking functions. He has been with
Faysal Bank since August 2008, with a significant
contribution to the Franchise in his previous positions
as Chief Risk Officer, Regional Corporate Banking
Head-North and Head of Special Assets Management
Group. His experience also includes a senior role with
Samba Bank and earlier assignments with Mashreq
Bank and Mobilink / Motorola. Mr. Yousaf has a
Bachelor’s of Science degree in Electrical Engineering
and has done his MBA from Lahore University of
Management Sciences.
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Mr. Raheel ljaz
Chief Operating Officer

Mr. Raheel ljaz has over four decades of work
experience. Before assuming this position, he
accumulated a rich banking experience in institutions
like MCB Bank Limited as Group Head Compliance
and Controls, Country Head Sri Lanka, Head
Corporate North & Public Sector; United Bank Limited
as Regional Chief Executive North and also held key
positions in Faysal Bank, Prime Commercial Bank,
and Emirates Bank International. His last role with
Faysal Bank Limited was as Head Compliance. Mr.
Raheel holds an MBA degree from Quaid-e-Azam
International University.




Mr. Salman Ahmed Usmani
Head, Treasury & ECM

Mr. Salman Usmani has a rich experience of over
three decades in the local as well as multinational
banking sector. His broad expertise covers Treasury
& Risk Management, Asset and Liability Management,
Strategic Planning, Corporate Restructuring, Strategic
Negotiations, Acquisitions and Strategic Alliances and
International Operations. His vast skill set has been
instrumental in the design and implementation of the
in-house developed Treasury System which is
capable of meeting front, middle and back office
business requirements and generates a host of MIS
while retaining the flexibility to adapt to an evolving
product suite. Prior to joining Faysal Bank Limited, he
was associated with MCB Bank Limited as Global
Treasurer and Head Investment Banking Group. His
past experience has been with organizations such as
ANZ Grindlays, American Express, Bank of America,
Mashreq Bank, United Bank Limited & MCB Bank
Limited. He holds an MBA Degree from Grand Valley
State University, USA.

Syed Majid Al

Chief Financial Officer

Syed Majid Ali is a fellow member of the Institute

of Chartered Accountants of Pakistan and has over
three decades of experience in the field of accounts
and finance disciplines of banking with exposure in IT
and HR activities. He has been associated as CFO at
Saudi Pak Commercial Bank Limited (now Silk Bank
Limited) and Emirates Bank International PJSC
(Pakistan operations). He has also served as Partner
in KPMG Taseer Hadi & Co, Chartered Accountants.
Mr. Majid has rich experience in Banking Finance
amid mergers and acquisitions. He has also
supervised Strategy, Technology and Administration
Functions at Faysal Bank Limited.
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Mr. Nasir Islam
Head, Internal Audit

Mr. Nasir Islam is a qualified Chartered Accountant
with over three decades of multifaceted experience.
His first assignment was as Manager Finance in ANZ
Grindlays, Karachi, after which he was posted at the
ANZ HO (Melbourne, Australia), as Manager
Commercial Banking System (CBS) Project. He
returned to Pakistan in 1997 as Manager Audit, joined
ABN AMRO Pakistan as Audit Manager in 2000, and
was appointed as Country Head of Compliance in
2004. He has been associated with Faysal Bank
Limited since 2008.
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Mr. Tahir Yagoob Bhatti
Head, Retail Banking

Mr. Tahir Yaqoob Bhatti has over 33 years of diverse
experience in Retail, Commercial, Corporate,
Operations, Special Assets Management and Digital
Banking. He has previously been associated mainly
with Allied Bank, Askari Bank and National Bank of
Pakistan. Prior to joining Faysal Bank Limited, his last
assignment was Business Head — Wholesale and
Private Banking at JS Bank. Mr. Tahir holds an MBA
(Finance) from IBA, Lahore and a Masters in
Commerce from Hailey College. He also qualified
DCMA and holds a Banking Diploma from the
Institute of Bankers in Pakistan.




Mr. Abadullah
Chief Compliance Officer

Mr. Abadullah brings with him over three decades

of diversified experience of Branch Banking, Trade,
Operations and Compliance. Prior to joining Faysal
Bank Limited, he has been associated with Standard
Chartered, ANZ Grindlays and United Bank Limited.
His last assignment with SCB was as Head Corporate
Service Delivery. Prior to his current appointment

as Chief Compliance Officer, he has also held the
position of Head Operations at Faysal Bank Limited.
Mr. Abadullah has been instrumental in implementing
various projects and had led teams which migrated
core banking systems in Faysal Bank. He is a certified
GRC professional from GRCP International and
diploma holder from Institute of Bankers in Pakistan.
He holds a Master of Business Administration
(Finance) degree from IBA, University of Punjab

and is a certified director from ICMA Pakistan.

Mr. Ali Wagar

Head, Corporate & Investment Banking

Mr. Ali Waqgar has over 18 years of professional
experience, primarily in the field of Corporate &
Investment Banking, and Commercial Banking.
Throughout his professional career, he has been
instrumental in driving the organization’s profitability
through a diverse mix of transactions including
Structured Finance, Project Finance, Mergers &
Acquisitions and Derivatives. He has served at key
positions in leading multinationals as well as local
organizations including ABN AMRO Bank N.V.,
Barclays Bank Plc. and Faysal Bank Limited. Prior

to his current assignment, Mr. Ali spearheaded
Faysal Bank’s Regional Corporate Banking franchise
for 9 years as the ‘Corporate Head-Central’ where he
contributed significantly towards sustainable portfolio
and revenue growth. Mr. Ali holds an M.Sc. degree
in Economics and Finance from Lahore School

of Economics.
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Mian Salman Al
Chief Risk Officer

Mian Salman Ali brings with him a banking experience

of over 17 years in large local and multinational banks.

During his career, he has held various leadership/
supervisory roles in business and control functions.
He has a diversified experience in the field of
Corporate Banking, Commercial / SME Banking

& Credit/Risk Management. Prior to joining Faysal
Bank Limited, he has been associated with ABN
AMRO Pakistan andOAllied Bank Limited. Mian
Salman holds a Master of Business Administration
degree from Lahore School of Economics. He is also
a certified Islamic Banking Professional from NIBAF.
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Mr. Bashir Anmed Sheikh

Head, Special Assets Management

Mr. Bashir Ahnmed Sheikh has five decades of
diversified domestic as well as international banking
experience of Operations, Corporate Banking,
Commercial/Retail Banking, Investment and Risk
Management, with a proven record of superior
performance throughout his career. He has strong
skills in Syndications, Advisory Services, Acquisitions,
Mergers, Privatizations, Agriculture Financing,
Remedial Management, Compliance and dealing with
the Regulators amid other relevant agencies. Before
joining Faysal Bank Limited in 2018, he has been
associated with United Bank Limited, Union National
Bank, BCCI, Indus Bank, Askari Bank, Faysal Bank
and Bank Alfalah. His last assignment was Group
Head Special Assets Management at Bank Alfalah.
Mr. Bashir Ahmed Sheikh holds a graduation degree
from University of Punjab. He is also a Graduate of
Executive Development Program, Johnson Graduate
School of Management, USA.




Syed Muhammad Fraz Zaidi
Head, Strategy

Syed Muhammad Fraz Zaidi brings with him over 16
years of experience in the financial services sector,
where he has held leadership roles in Finance, Risk
Advisory and Strategy. Prior to joining Faysal Bank
Limited, he has been associated with organizations
such as H & H Exchange Co. (Pvt.), A. F. Ferguson &
Co. and United Bank Limited. His last assignment
was Head Operational Risk & Basel-Il Division at
United Bank Limited. Mr. Fraz is a Chartered
Accountant from the Institute of Chartered
Accountants, Pakistan.

Mr. Monis Mirza
Head, Human Resources

Mr. Monis Mirza has over 24 years of leadership
experience in Human Capital Management, Mergers
& Acquisitions, Cultural Integration and Business
Growth in multiple geographies. During his career, he
has held key positions in Procter and Gamble (P&G),
Standard Chartered Bank in Pakistan and Tenova
Canada. He remained Director of Human Resources
and a Management Committee member for SCB
Pakistan for over a decade, and helped the bank
manage organic and inorganic business growth, drive
productivity through engagement and organizational
design efficiencies. His last assignment was with HRS
Global as Chief Executive Officer — Recruiting. Monis
Mirza acquired his B.E. Electrical Engineering degree
from University of Buffalo, USA and MBA degree in
Human Resources from Institute of Business
Administration, Karachi. He has also completed an
advance diploma in Human Resources from
McMaster University, Canada.
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Mr. Aneeq Malik

Head, Operations

Mr. Aneeq Malik is a solutions-focused banker with
over 19 years of rich experience overseeing the
compliance function and branch operations. Prior to
joining Faysal Bank Limited, he has been associated
with banks like ABN AMRO and MCB. Mr. Aneeq is

recognized for being both reactive to developments in

the regulatory and governance environment and
proactive in areas related to compliance education
and training. Highly adept in identifying gaps and / or
risk exposure in operations as well as developing and
implementing strong systems of check and balances.
He holds a graduation degree from Punjab University,
Lahore. He is a certified expert in Corporate
Governance & Leadership Skills from Pakistan
Institute of Corporate Governance (PICG). He is also
certified from NIBAF in Islamic Banking. He is on the
Board of Directors of M/s. 1Link (Guarantee) Ltd., as
a nominee director from Faysal Bank Limited as well.
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Syed Hasan Jafri

Head, Information Technology

Syed Hasan Jafri brings with him over 35 years of
diversified experience in both financial and
non-financial sectors. Mr. Hasan is an accomplished
technology professional having experience in
Networking, Software design, Product development,
Information security, Internet and Telecommunication
technologies. Prior to joining Faysal Bank, he has
been associated with organizations such as
Shahnawaz Limited, Karachi Stock Exchange, Arif
Habib Corporation, Summit Bank and Allied Bank
Limited. His last assignment was Group Head
Information Technology at Allied Bank Limited. Mr.
Hasan holds a Masters of Information Technology
degree from PIMSAT, Karachi.




Mr. Muhammad Aurangzeb Amin
Company Secretary & Head, Legal

Mr. Aurangzeb Amin brings with him over

24 yearsof experience in the Financial Sector

and Legal Consultancies both in Pakistan and in

the USA. During his career, he has worked with

NIB Bank and Pak-Kuwait Investment Co. as
Company Secretary and Head Legal. He has also
worked with law firms locally and internationally,
namely Orr, Dignam & Co. and Surridge & Beecheno.
He has a Masters of Laws degree from Temple
University, USA.

Mr. Muhammad Arif
Chief Digital Officer

Mr. Mohammad Arif has over 39 years of diversified
experience in the field of Fintech, Digital Banking,
Islamic Banking and Technology & Operations. Prior
to joining Faysal Bank in 2019, he has worked with
Bill & Melinda Gates Foundation, Standard Chartered
Bank (Malaysia & Pakistan) and GBS — Malaysia.
During his tenure at previous organizations, he has
been responsible for strategic planning of technology
initiatives, system developments, core banking
solutions, digital banking migration of channels,
E-pay initiatives and managed investments in
technology & operations.
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Mr. Muhammad Faisal Shaikh

Head, Islamic Banking

Mr. Muhammad Faisal Shaikh is a graduate of
Institute of Business Administration, Karachi with
over 19 years of experience in the field of Shariah
Structuring and Shariah Compliant Product
Development. Prior to joining Faysal Bank Limited,
he was associated with Banklslami Pakistan Ltd.

and Meezan Bank Ltd. He has been instrumental

in the development of various pioneering Islamic
Corporate & Consumer Banking Products and
Sukuk structures in Pakistan including Islamic Export
Refinance Scheme of State Bank of Pakistan and
Pakistan’s inaugural sovereign International Sukuk.
He led the team which converted conventional assets
and liabilities of KASB Bank Ltd. after its acquisition
by Banklslami Pakistan Ltd. Prior to this, his team
structured acquisition and conversion of Citibank’s
conventional housing finance portfolio by Banklslami
Pakistan Ltd. He was an active member of the team
responsible for conversion and merger of Pakistan
operations of Societe Generale into Meezan Bank Ltd.
He has also served as a member of different advisory
committees of State Bank of Pakistan on

Islamic Banking.
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Shariah Board Profiles

Mufti Muhammad Mohib ul Hag Siddiqui

Chairman Shariah Board

Mufti Mohib ul Hag Siddiqui is a prominent and a
well-recognized Shariah scholar. His credentials include
a specialized degree in Shahadat-ul-Aalamia (Masters in
Arabic and Islamic Studies) and Al-Takhassus fial-Iftaa’
(Specialization in Islamic Jurisprudence and Fatwa) from
the esteemed Jamia Darul Uloom, Karachi.

Mufti Mohib has a diversified experience of more than 17
years in Islamic Finance Industry. He has been
associated with Faysal Bank Limited -Islamic Banking
since 2011, as the Shariah Advisor, prior to his
appointment as the Chairman of Shariah Board. He is
also a Shariah Board Member of Bank Alfalah Limited
and Bank Al Habib Limited. Further, he is also a member
of the State Bank of Pakistan’s Committee for Shariah
review, standardisation of Islamic products and
processes, and formalisation of Accounting & Auditing
Organisation for Islamic Financial Institutions (“AAQIFI”)
Shariah standards for the Pakistan banking industry

Previously, he has served as the Shariah Advisor /
Shariah Board Member at various Islamic Financial
Institutions which include:

Bank Al Habib Limited

Takaful Pakistan Limited

Royal Bank of Scotland Berhad, Malaysia
JS Islamic Mutual Funds

He has significant teaching experience at renowned
institutions and is also a Faculty Member / Visiting
Faculty Member of various well known Institutions
such as:

Jamia Darul Uloom, Karachi

Centre for Islamic Economics (CIE)

National Institute of Banking and Finance (NIBAF) — SBP
Institute of Cost and Management Accountants of
Pakistan (ICMA)

Institution of Business Administration-CEIF

Dr. Mufti Khalil Anmad Aazami
Member Shariah Board

Dr. Mufti Khalil Ahmad Aazami is a renowned Shariah
Scholar in the Islamic Banking industry. Dr. Aazami
has graduated from Jamia Darul Uloom, Karachi. He
obtained his Shahadat-ul-Aalamia (Masters in Arabic
and Islamic Studies) and Al-Takhassus fi al-Iftaa’
(Specialization in Islamic Jurisprudence and Fatwa)
from Jamia Darul Uloom, Karachi. Dr. Aazami holds a
Doctorate degree in “Islamic Jurisprudence” from
University of Karachi.

Dr. Aazami is working with Bank Alfalah Islamic
Banking since 2003 in the capacity of Shariah Advisor
and now serving Bank Alfalah as Chairperson Shariah
Board since 2015. He is also a Shariah Board
Member of National Bank of Pakistan-Islamic Banking
and Faysal Bank Limited-Islamic Banking. Moreover,
he is a member of Shariah Standard Committee
Pakistan of Accounting & Auditing Organisation for
Islamic Financial Institutions (AAQIFI).

Dr. Aazami has served as an Advisor / Shariah Board
Member in different financial institutions including:

Takaful Pakistan Limited (2005 - 2014)
Alfalah GHP Islamic Fund (2007 - 2014)

Dr. Aazami has significant research experience related
to Islamic Finance and other Shariah related subjects.
Furthermore, he is the member of AAOIFI Shariah
Standards Committee (Karachi). He is an author of
numerous publications. He is also an experienced
lecturer and trainer in the field of Islamic Finance,
Economics, Figh, Islamic Financial Laws and General
Islamic Science at various institutions which include:

Jamia Darul Uloom, Karachi since 1999

Centre for Islamic Economics (CIE)

National Institute of Banking and Finance (NIBAF) — SBP
Sheikh Zaid Islamic Research Centre - University

of Karachi

Institution of Business Administration-CEIF
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Mufti Muhammad Abdullah
Resident Shariah Board Member

Mufti Muhammad Abdullah is serving Faysal Bank
Limited-Islamic Banking as Resident Shariah Board
Member since 2018. Prior to his joining at Faysal
Bank, he has worked as Resident Shariah Board
Member and Head Shariah Compliance Department
in Standard Chartered Bank Pakistan Limited (Saadig
Division). Further, Mufti Abdullah has worked as a
member of the Shariah Compliance Department of
Albaraka Bank Pakistan Limited. He has over 9 years’
wide and diversified professional experience in
Islamic Banking.

In addition to above, he has significant experience in
the field of teaching Social, Management Sciences
and Islamic Finance in renowned educational
Institutions including National University of Computer
and Emerging Sciences (NUCES - FAST), DHA Suffa
University and IQRA University.
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Mufti Abdullah possesses both contemporary as
well as religious academic qualifications. He holds
Shadat-ul-Aalamia (Masters in Islamic Studies &
Arabic) from Jamia-tul-Uloom-ul-Islamiyyah, Binori
Town, Karachi and Al-Takhassus Fil Figh Al Islami
(specialization in Islamic Jurisprudence) from Jamia
Darul-Uloom Rasheedia, Karachi. He also holds
Master’s degrees in Arabic, Economics & Finance
and General History from University of Karachi,
Islamic Studies, and History from Federal Urdu
University and Muslim History from University of Sind.
Moreover, he has also been awarded “Certificate
of Director Education” in “Corporate Governance
Leadership Skills (CGLS)” from “Pakistan Institute
of Corporate Governance (PICG)” and is also
registered as a Shariah Advisor in Security
Exchange Commission of Pakistan.



Senior Management

and Internal Committees

Senior Management Committee

Yousaf Hussain
Chairman

Raheel ljaz
Member

Syed Majid Ali
Member & Secretary

Salman Ahmed Usmani
Member

Tahir Yagoob Bhatti

Member

Abadullah

Member

Ali Wagar

Member

Mian Salman Al
Member

Bashir Ahnmed Sheikh

Member

Syed Muhammad Fraz Zaidi

Member

Monis Mirza
Member

Aneeq Malik

Member

Syed Hasan Jafri

Member

Muhammad Faisal Shaikh

Member

Muhammad Arif

Member

Conversion to Islamic Committee

Yousaf Hussain
Chairman

Raheel ljaz
Member

Syed Majid Ali

Member & Secretary

Mufti Muhammad Mohib ul Hag
Siddiqg

Member

Mufti Muhammad Abdullah

Member

Muhammad Faisal Shaikh

Member

Salman Ahmed Usmani
Member

Tahir Yagoob Bhatti

Member

Ali Wagar

Member

Abadullah

Member

Mian Salman Al
Member

Syed Hasan Jafri

Member

Syed Muhammad Fraz Zaidi

Member

Aneeq Malik

Member

Monis Mirza
Member
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IT Steering Committee

Yousaf Hussain
Chairman

Raheel ljaz
Member

Syed Majid Al

Member

Aneeq Malik

Member

Abadullah

Member

Tahir Yagoob Bhatti

Member

Syed Hasan Jaffri

Member

Muhammad Maad
Member

Imran Saeed Chaudhry
Member & Secretary

Syed Muhammad Fraz Zaidi

Member

Muhammad Arif

Member
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Asset & Liability Committee

Yousaf Hussain
Chairman

Salman Ahmed Usmani
Member & Secretary

Tahir Yagoob Bhatti

Member

Ali Wagar

Member

Mian Salman Al
Member

Syed Majid Ali

Member

Syed Muhammad Fraz Zaidi

Member

Muhammad Faisal Shaikh

Member

Investment Committee

Yousaf Hussain
Chairman

Salman Ahmed Usmani
Member & Secretary

Ali Wagar

Member

Mian Salman Al
Member

Syed Majid Ali

Member

Syed Muhammad Fraz Zaidi

Member



Country Credit Committee

Yousaf Hussain

Chairman

Mian Salman Ali
Member & Secretary

Ali Wagar

Member

Tahir Yagoob Bhatti

Member

Compliance & Fraud Risk Committee

Yousaf Hussain
Chairman

Raheel ljaz
Member

Abadullah
Member & Secretary

Syed Maijid Ali

Member

Mian Salman Al
Member

Aneeq Malik

Member

Tahir Yagoob Bhatti

Member

Nasir Islam
Observer

Enterprise Risk Management Committee

Yousaf Hussain
Chairman

Raheel ljaz
Member

Salman Ahmed Usmani
Member

Syed Majid Al

Member

Mian Salman Al
Member

Ali Wagar

Member

Tahir Yagoob Bhatti

Member

Aneeq Malik

Member

Abadullah

Member

Muhammad Maad
Member

Nasir Islam
Observer
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Organizational Structure

Board of

Directors

Company Secretary | _ _ _ ___ President
& Head of Legal & CEO

__________________________________________

CEO
Secretariat

Head
Treasury
& ECM

Chief Risk

& Investment Officer

Banking

Heaq
Islamic Banking

Banking

[ Head Corporate]

Head Retail ]

] [ Head SAM
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Audit
Committee

Head Internal

Audit

Shariah
Board
Chairman

Shariah

Compliance

_____

- &S

G

Chief
Information
Chief Officer
Operating —
Officer | I
| Head
! Operations
e Business Chief Head : Chief
Chg;ﬁl?:grltal Planning Financial S{;I:{aed Human : Compliance
Manager Officer ay Resources ! Officer

________
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Board Committees and Terms of
Reference

Board Audit & Corporate Governance Committee (BACGCQ)
» Focus on compliance with applicable accounting and reporting standards to give a true and fair view of the
financial position and performance of the Bank.

« To oversee the Bank’s compliance with legal and regulatory requirements.

» To oversee the Internal Control Framework (both policies as well as procedures), established by the Management,
to ensure the compliance of applicable Laws and Regulations and to ensure the adherence of Accounting and
Reporting Standards.

» To oversee adherence of employees and management to Bank’s Control Framework and Code of Conduct.

» Selection and recommendation of the External Auditor to the BOD, after, thorough analysis of qualification and
competence, and ensuring its independence from the Management.

» Establishment and smooth functioning of an independent, objective and competent Internal Audit Group
supported by adequate resources.

» To review the performance of Internal Audit Department (IAD) and External Auditors.
» Review and recommend to the Board of Directors the amendments in the internal audit policy.

» Approval of the Audit Manual, Assurance Level and Audit Rating System, prepared and presented by Head of
IAD, after thorough discussion and analysis, with prime focus on Risk Based Audit Approach.

« To ensure that IAD is independent of the activities it audited and from the everyday internal control process and is
adequately structured to achieve its chartered objectives and responsibilities.

» To oversee Shariah Audit Function and Management’s actions for identification of gaps and implementation To
oversee the integrity of the accounting and financial reporting processes as well as of the of controls as a preventive
measure against frauds as stated in the fraud preventive policy.

» Review and discuss with Head IAD and Management, the status of implementation of the Committee’s Decisions
and reasons for any significant delay(s) together with Committee’s direction for necessary actions.

« Formulation and approval of Key Performance Indicators (KPIs) of Head Internal of Audit.
« To ensure independence of any investigation/disciplinary action against Head of Internal Audit or Internal Auditors.
« To review effectiveness of Whistle Blow mechanism of the Bank.

» Provision of reports to the Board regarding any other matter as per the requirement of BOD further
communication with the relevant sub-committees of the Board/BOD regarding significant findings by Internal
Audit or External Audit and their implementation status relating to their respective areas for consideration and
follow-up for corrective actions thereon.

« Fulfillment of any other task/responsibility assigned by the Board as well as by the Regulators.
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Board Strategic Planning and Business Transformation Committee (BSC)

Review periodically and make recommendations to the Board regarding:
Bank’s Vision & Mission statements and strategic goals & objectives.
Bank’s Strategic Plan and overall Strategy.

Matters of strategic importance including items such as mergers and acquisitions, potential new business
avenues & strategic partnerships/ alliances, modifications to business & operating models, opportunities for
growth & expansion of business, changes in technology and marketing strategies, enhanced customer
experience etc.

Assist management in the development of Bank’s Corporate Strategy, including reviewing and discussing with
the management the strategic direction, initiatives, key performance indicators (KPIs) and the risks associated
with the Bank’s strategy.

Review the process for development, approval and modification of the Bank’s strategy and Strategic Plan.

Review key issues, risks and external developments impacting the Bank’s strategy, and advise management in
adopting the viable/ suitable options, based on management recommendations. Review tactical changes in strategic
plan and initiatives, in response to key issues, risks and external developments, as recommended by the
management.

Review progress against strategic plan and key performance indicators to monitor Bank’s progress against its
strategic goals.

Seek, review and make recommendations on performance measurement and recognition practices so that it
remains aligned with the Bank’s strategic objectives.

Review and approve capital expenditure, recurring and operating expenses and write-offs as per defined thresholds.

Review, obtain updates and recommend annual branch network expansion plans including plans for overseas
operations, setting-up companies/operations/offices in new overseas locations, for approval to the Board.

Review and recommend Shariah Board reports in compliance with SBP Shariah Governance Framework, for
approval to the Board.

Seek, review and make recommendations on Bank’s resource allocation plan so that they remain aligned with
Banks strategic objectives.

Engage external consultants and seek expert advice on key strategic matters and plans, where-ever required.

Business Transformation Related Matters:
Provide guidance to the management in conversion of FBL into an Islamic bank.

Approve appointment of legal, accounting, Sharia’s, tax and other consultants for this project.

Review and approve Business Transformation Plan and Financials.
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» Review progress on implementation of Business Transformation Plan and approve deviations from the plan.

« Recommend to the Board, approval of sale of products and businesses, not viable under the Islamic setup, if any.

Board Risk Management Committee (BRMC)
» To establish and maintain a system to oversee risk management policies and principles.

» To review the adequacy and effectiveness of the risk management process across the Bank.

» To establish and maintain a risk management framework to identify risks and to evaluate the alignment and
effectiveness of risk management activities.

« To review the Bank’s strategy from a risk perspective and ensure that it is prepared in accordance with the Bank’s policies.

» To review and recommend to Board the Bank’s overall risk appetite and delineating risk tolerance in relation to
credit, market, liquidity, operational (including trade based money laundering risk, Shari’ah risk, legal risk,
outsourcing risk, etc.), approve the exposure limits in relation to risk management strategies, and review
compliance with these limits.

« To ensure a system to identify any exceptions to the appetite/ limits and the risk management policies and
procedures; and to take timely corrective measures.

» To review Risk Management Information System reports, evaluate the findings and the appropriateness of the
remedial measures and direct necessary actions, besides approving Credit related policies, Internal Risk rating
policy and recommend the same for Board approval.

» Reviewing Product Programmes of lending/investment/derivative and Product Programmes related to new line of
business and recommend them to the Board.

» Recommending to Board, delegation of authorities to management committees for achieving Board mandated
strategic direction.

Board Information Technology Committee (BITC)
« To review and recommend IT Strategy and Digital Strategy of the Bank to the Board for approval.

» To advise and report to the Board on the status of technology activities and digital initiatives in the banks.
To review and monitor the implementation of SBP ‘Enterprise Technology Governance and Risk
Management Framework’.

« To monitor the overall impact with regard to business, customer, control as well as the impact of Information
Technology infrastructure and applications, to assess and address strategic gaps and issues.

« To monitor, oversee and optimize technology related investments and capital expenditure related to Information
Technology and to recommend IT budget to the Board for approval.

« To reinforce Information Technology roles and responsibilities through relevant policies and to issue high level
policy guidelines.

« To ensure that effective Risk Management strategies are designed and implemented to achieve resilience, including the
ability to effectively respond to wide-scale disruptions, cyber-attacks and attacks on critical infrastructure.

« To monitor and track all major Technology related projects, ITG performance and IT Services Delivery.

« To review IT Capacity Planning and Resource Management (including financial, data & information, infrastructure
& assets, human resource staff development, recruitment and the retention of skilled staff, vendors, etc.).
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Recruitment, Nomination & Remuneration Committee (RN&RC)
To ensure that HR policies and practices are in line with the market dynamics and business objectives of
the Bank.

To design competitive compensation programs that attract, retain and motivate staff to achieve business
objectives of the organsation, while enhancing and sustaining shareholder value.

To review the implementation of the revised State Bank’s remuneration guidelines, and ensure that remuneration
policy is align with the requirements of the guidelines.

To periodically examine the Bank’s remuneration policy.

To review and recommend the HR policies of the Bank to the Board. Ensure development of new policies to help
attract, retain, develop and motivate talent.

To review the Management Structure/Organogram of the Bank.

To review and recommend the selection/ appointment/ reappointment, evaluation, compensation, increments,
performance bonuses, fringe benefits, including retirement benefits, and terms and conditions of service
agreement of the CEO to the Board.

To review and recommend to the Board the selection, evaluation and compensation of key executives of the Bank.

To review and confirm the Job Descriptions of key executives, review and recommend the appointment and
promotions of all key executives and general managers.

To investigate and recommend resolutions to the Board of major violations of the code of business conduct and
ethics that may relate to personnel or internal controls relating to human resource policies or benefits.

To consider/review and recommend to the Board, the remunerations to be paid to the non-executive Directors of
the Bank for attended Board and Board Committee meetings.

To review and monitor the training and development budget.

To look after any other matters relating to Human Resource Management.
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Board Meetings and Attendance

Attendance of Board of Directors Meetings during the year 2020

13-02-20 | 25-03-20 | 22-04-20

13-05-20 | 30-06-20 | 20-08-20 | 22-10-20 | 14-12-20

Attended by / Meeting Date

Farooq Rahmatullah Khan

Ahmed Abdulrahim
Mohamed Abdulla Bucheery

Yousaf Hussain

Mian Muhammad Younis
Juma Hasan Ali Abul
Imtiaz Ahmad Pervez
Abdulelah Ebrahim
Mohamed Al Qasimi
Abdulla Abdulaziz Ali Taleb
Ali Munir

Fatima Asad Khan

Mohsin Tariq

Fuad Azim Hashimi

DN N NN N N NI

v

NN N N N N N NN

v

DN N NN N N NI

v

NN N N N N N N

v

ANANA NN NN NN

Elected on
May 14, 2020

v

Elected on
May 14, 2020

Retired on
May 14, 2020

D N N N N N N Y N N N

DN N N N N N N N NN

AN N N Y VU N N N N NN

Board Audit & Corporate Governance Committee Meetings during the year 2020

Attended by / Meeting Date | 12-02- 20 21-04-20

Mian Muhammad Younis
Juma Hasan Ali Abul
Ali Munir

Ahmed Abdulrahim
Mohamed Abdulla Bucheery

/
v

v
v

v
v

v
v

v

Appointed on
June 30, 2020

MR

12-05-20 19-08-20 21-10-20 10-12-20

AN NANAN

Attendance of Board Risk Management Committee Meetings during the year 2020

Attended by / Meeting Date 12-02-20 21-04-20 19-08-20 21-10-20

Imtiaz Ahmad Pervez

Abdulelah Ebrahim
Mohamed AlQasimi

Abdulla Abdulaziz Ali Taleb

Yousaf Hussain

AN

NANEN

NSRANEN

DNANERN
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Attendance of Recruitment, Nomination and Remuneration Committee Meetings during the year 2020

Attended by / Meeting Date 12-02-20 24-03-20 21-04-20 19-08-20 21-10-20 28-12-20

Ahmed Abdulrahim
Mohamed Abdulla Bucheery

Juma Hasan Ali Abul
Mian Muhammad Younis
Ali Munir

Fatima Asad Khan

Fuad Azim Hashimi

v

ANRNEN

v

v

NN N

v

AN

N

v

v
v

v
v

Appointed on
June 30, 2020

Retired on
May 14, 2020

v

NENENEN

NENENENIN

Attendance of Board Strategy Committee Meetings during the year 2020

Attended by / Meeting Date 11-02-20 20-04-20 18-08-20 20-10-20

Faroog Rahmatullah Khan

Ahmed Abdulrahim
Mohamed Abdulla Bucheery

Juma Hasan Ali Abul
Yousaf Hussain

Fatima Asad Khan

Mohsin Tariq

Fuad Azim Hashimi

SN S

v

DR

v

DN NN

Appointed on June 30, 2020

v

Appointed on June 30, 2020

Retired on May 14, 2020

NURNENENRN

Attendance of Board IT Committee Meetings during the year 2020

Attended by / Meeting Date 11-02-20 24-03-20 20-04-20 18-08-20 20-10-20 10-12-20

Ali Munir

Abdulelah Ebrahim
Mohamed AlQasimi

Abdulla Abdulaziz Ali Taleb
Yousaf Hussain

Mohsin Tariq

(\

AN

ENEAN

<<

<\

AN

\/

v
v
v

Appointed on
June 30, 2020

AN

AN

DN N NN
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Role of the Board of Directors

The Board of Directors (BOD) is responsible for the oversight of Management of the Faysal Bank Limited (of the
Bank). It accomplishes this function acting directly and through the principal standing BOD Committees. It
provides entrepreneurial leadership and direction for the Management within a framework of prudent and effective
controls. It promotes collective vision of the Bank’s purpose, its culture, and its values and also demonstrates
ethical leadership. The collective wisdom of the Board is translated into its decisions which form the basis for
Management to achieve its targets. The primary role of the BOD of the Bank is to enhance shareholder value.
The Board is concerned with strategic matters and overseeing the business of the Bank in light of emerging risks
and opportunities, on a regular basis and also involved in establishing and reviewing the strategies, yearly targets
and financial objectives of the Bank. All the strategic decisions of the Bank have been taken by the Board.
Significant Issues/Matters discussed/approved by the Board of Directors:

During the year 2020, the Board of Directors deliberated upon and/or approved the following Significant
Issues/Matters:

* Annual Budget for the year 2021;

* Bank’s Policies including periodic reviews and amendments thereto;

« Implementation status of the Bank’s Strategic Plan for FY 2019-23.

« Budget for FY 2020 and its implementation status.

 Periodical review of Terms of Reference (“TORs”) of Board’s Sub-Committees;
» Un-Consolidated and Consolidated Financial Statements of the Bank on Quarterly, Half-yearly and Annual basis
together with Directors’ and Auditors’ Reports along with Statement of Compliance of the Code of Corporate
Governance;

» Related Party Transactions of the Bank;

+ Management Letter issued by the External Auditors of the Bank and its compliance status;

» Performance evaluation of the of the Board’s Sub-Committees;

« Matters as recommended by Board’s Sub- Committees;

* Appointment of External Auditors of the Bank for the year 2020;

« Various SBP Inspection Reports along with Action Plan thereon;

¢ Performance Evaluation of the Board & its Sub- Committees;
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Matters pertaining to Faysal Asset Management Limited, subsidiary of the Bank;
Various strategic equity investments by the Bank.;

Quarterly and Annual Reports on Fraud & Forgery Cases;

Consumer Lending Business;

Write-offs/Waivers approved at Different Authority Levels and recoveries thereto;
Status and implications of all material law suits filed by and against the Bank;
Annual Branch Expansion Plan of the Bank; and

Updates on significant Laws, Rules and Regulations.

Implementation status of the significant regulations issued by the State Bank of Pakistan or the Securities &
Exchange Commission of Pakistan.

Revised Memorandum & Article of Association of Faysal Bank Limited are being made in line with Companies
Act, 2017, Code of Corporate Governance 2019 and the requisites of conversion of the Bank into full-fledged
Islamic Bank.

Directors Remuneration Policy terms of the BPRD Circular No. 03 dated 17-08-2019 by the State Bank of Pakistan
Vision & Mission Statements of the Bank

Constitution of the Board Sub-Committees

Roles and Responsibilities of the Chairman and Board of Directors of the Bank

Performance Evaluation
of Board of Directors

In line with the best practices of the corporate governance FBL's Board since 2012 has conducted self-evaluation
exercise on an annual basis by engaging Pakistan Institute of Corporate Governance (PICG) as an external
facilitator which is the lead on Corporate Governance and has a team of consultants to conduct Board
evaluations for companies and banks.

SBP Guidelines on Performance Evaluation of Board of Directors were implemented in August 2016 and

subsequently, FBL's Board in compliance thereof has conducted its self-evaluation for the year 2020 by
engaging PICG.
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8.

9.

SBP Guidelines on Performance Evaluation of Board of Directors were implemented in August 2016 and
subsequently, FBL's Board in compliance thereof has conducted its self-evaluation for the year 2020 by engaging
PICG.

The evaluation covered various aspects of the performance of the Board including but not limited to: Board’s role,
Committees’ performance, Training, Strategy, Risk Management, and Board Meetings. The evaluation covered:

The Board as a whole

Individual Director (Independent, Non-Executive and CEO)

Board Committees

The evaluation was carried out using quantitative method based on subjective assessment, and was conducted
via questionnaires developed by the consultants in conformance with the State Bank of Pakistan’s Guidelines on
Performance Evaluation of Board of Directors. The quantitative technique has the advantage of being specific
and measurable. Measurement scale used in FBL’s board evaluation is the summated rating on a scale of 1-10

depending on how strongly they agree or disagree with a given statement. The use of this method ensures
specific and measurable data that can be benchmarked over time.

Directors’ Orientation

As and when new Director is elected or appointed on the Board, the Company Secretariat provides an
orientation pack consisting on below mention documents:

Minutes of Board of Directors Meeting during the one year
Minutes of Board Committees during the one year

Minutes of Annual General Meeting during the last three years
Memorandum and Articles of Association of the FBL

Terms of Reference of Board Committees

Code of Conduct of FBL

Banking Companies Ordinance, 1962

Prudential Regulations

Companies Act, 2017

10. Code of Corporate Governance 2019
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11.

12.

10.

Rule Book of Pakistan Stock Exchange
Any other relevant document if required
If desired by the incoming Director, we also arrange meetings with the Group Heads.

At the start of every three years Board of Director terms, we conduct the Directors Orientation Workshop through
Pakistan Institute of Corporate Governance (PICG).

During the year the Bank arranged Directors Orientation Workshop for newly elected Board Members through
PICG on June 30, 2020.

Directors’ Training

As at December 31, 2020 the Bank is compliant in respect of the Directors’ Training Requirement as laid down in
the Code of Corporate Governance.

Out of Eleven (11) Directors, the following Ten (10) Directors are certified and have completed mandatory
Directors Training Program:

Mr. Faroog Rahmatullah Khan

Mr. Ahmed Abdulrahim Mohamed Abdulla Bucheery
Mr. Yousaf Hussain — President & CEO

Mian Muhammad Younis

Mr. Ali Munir

Mr. Juma Hasan Ali Abul

Mr. Abdulelah Ebrahim Mohamed AlQasimi

Mr. Abdulla Abdulaziz Ali Taleb

Ms. Fatima Asad Khan

Mr. Mohsin Tariq

Mr. Imtiaz Ahmed Pervez has attended the Directors’ Training, however his final test is pending.

Additionally, the Bank also arranged the following Trainings for the newly elected Board of Directors during the
year 2020:
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1. Workplace Culture of Faysal Bank Ltd by Dr. Irum Saba, Asst. Prof. Head of CEIF Academics IBA Karachi on
December 14, 2020.

2. Islamic dress code by Mufti Muhammad Najib Khan on October 22, 2020.
3. Why Islamic Banking by Mufti Muhammad Najib Khan on August 20, 2020.

4. Islamic Product in Compliance with Shariah Governance Framework by the Chairman of Sharia Board of Faysal
Bank Limited on June 30, 2020.

Remuneration Policy Disclosures

Purpose & Scope
The Bank has developed a fair, objective, transparent and sound Remuneration Policy that is aligned with risks
and responsibilities of Financial Intermediation.

The scope of Remuneration Policy covers all employees across the Bank who are materially responsible for risk
taking or risk controlling activities.

Objectives
Following are the main objectives of Remuneration Policy:

« To promote and be consistent with sound and effective risk management and not encourage risk-taking that
exceeds the risk thresholds of the Bank;

« To ensure that the remuneration practice is in line with the Bank’s objectives, taking into consideration all major
risks that the Bank may face, and promotes and supports long-term sustainable performance;

» To align remuneration with risk appetite and with the conduct expectations of the Bank, regulators and
stakeholders; and

« To attract, retain and motivate highly talented employees and reward those who promote corporate values with
incentives correlated to the long-term value generation.

Governance framework

The Bank’s Governance Framework with respect to the aforementioned Guidelines, aims at guaranteeing an
appropriate control on remuneration practices, ensuring that decisions are taken with sufficient independence
and in an informed way, by such authorities and functions, to which different responsibilities are delegated.

The Board of Directors (BOD) reviews, approves and monitors implementation of the Bank-wide remuneration
policy, based on the recommendations of Recruitment, Nomination and Remuneration Committee (RNRC). In
addition, the BOD through RNRC, reviews remuneration structure including composition of fixed and variable
remuneration of President & CEO, Chief Operating Officer (COO) and Senior Management (excluding Head
Internal Audit). Whereas, BOD through Board Audit & Corporate Governance Committee (BACGC) reviews
Head Internal Audit’s remuneration structure including composition of fixed and variable remuneration.
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The RNRC oversees the Bank’s remuneration program along with its other approved Terms of Reference. One of
its key responsibilities is to approve the list of employees identified as MRTs and MRCs, in accordance with the
specified criteria.

The President & CEO provides support to HR in development and implementation of Remuneration policy amid
review and recommend compensation structures of the Senior Management Team and approves structures for
other MRTs/MRCs. The President & CEO also reviews and recommends to RNRC, malus application for
withholding deferred compensation of MRTs/MRCs (including Senior Management), in case of any event resulting
in loss to the Bank that is directly attributable to the respective MRT/MRC.

The Business groups and support functions provide adequate support to HR in implementation of this policy.

HR bears primary responsibility for the development, dissemination, coordination and consistent application of
the Remuneration policy. Some of its key responsibilities include; Determination of compensation structures,
deferrals percentages and periods for all MRTs and MRCs; and Finalization of the deferral pool mechanism
through an established Fund and ensuring close coordination with the Trustees of Fund, for deferral
compensation management.

MRT/MRC Inclusion Criteria
The inclusion criteria have been developed in accordance with the Guidelines and applicable best practices, and
comprise of two sections, namely, the Qualitative and Quantitative MRT/MRC criteria.

Qualitative Inclusion Criteria
The following qualitative criteria has been applied for identification of MRTs and MRCs:

President & CEO and COQ;

Members of the Senior Management;

Members of critical Management Committees;

Heads of critical functions responsible for managing business amid risks and controls; and

CEO of Faysal Asset Management Limited (a subsidiary of FBL).

Quantitative Inclusion Criteria

The Bank has carried out detailed assessment of individuals subjecting the Bank to significant risks. The
materiality of significant risks has been determined through the quantitative criteria for each major risk type i.e., i)
Credit Risk; ii) Market Risk; iii) Operational Risk; iv) Liquidity Risk; and v) Financial Expenditure Approval Authority.

Annual MRT/ MRC Assessments

HR conducts risk assessments for identification of MRTs and MRCs as per the quantitative and qualitative
criteria, which is then presented to the President & CEO for review and recommending to the BACGC/RNRC for
onward submission to BOD for approval.

Annual Report 2020 | 93



Compensation Structure
The Bank offers a compensation structure with a balanced mix of fixed and variable elements, in order to
encourage behaviors focused on achievement of long-term sustainable results, as detailed below: -

Fixed Remuneration

Fixed remuneration comprises of base salary (including annual increment therein) and role-based fixed
allowances, if applicable. Fixed remuneration shall not vary with performance and is payable, in accordance with
HR Policies.

Variable Performance Based Remuneration

Variable remuneration takes into account Bank’s performance, Group’s performance, business unit/ product’s
performance and individual’s performance. Underachievement of financial performance, taking excessive or
undue risks, customer experience, audit/internal controls/compliance issues etc. are generally considered for
determining risk-adjusted variable remuneration.

Other Benefits

Other benefits are awarded on the basis of individual employment contracts and local market practices. These
may include staff financing, expense allowances / reimbursements, life takaful, medical care and relocation
allowances etc. These benefits shall not be subject to deferment requirements for MRTs and MRCs.

Performance Measurement of MRTs & MRCs

Performance management is a core people management process at FBL which aligns individual
performance objectives with the Bank’s strategy and priorities, to achieve sustainable and successful
performance. Significant points of Performance Management are given below: -

Risk-adjusted Balanced Scorecards for Performance Evaluation of MRTs/ MRCs

FBL has developed risk-adjusted balanced scorecards for all MRTs and MRCs for their performance
measurement, which ensures establishing a correlation between and alignment of risks and rewards.
These risk-adjusted balanced scorecards are prepared at individual levels, incorporating various financial,
non-financial/ qualitative and risk-adjusting factors.

The performance measurement through risk-adjusted balanced scorecards is also subject to application
of an overriding/adjusting factor by the relevant scoring authorities/ assessors to account for any
circumstances not in control of the individual MRT/MRC whose performance is being assessed.

Further, the assessor may also consider reducing, or zero rising the variable compensation of the individual
MRT/MRC, in case the individual does not achieve reasonable minimum/hurdle score in any of the critical
factors, categories or on an overall basis. In addition to reducing or zero rising variable compensation,
disciplinary action may also be initiated in case of significant adverse performance against any risk
adjusting factor.

Deferral Mechanism

A certain portion of variable compensation of the MRTs and MRCs is subject to mandatory deferrals for a
defined period; thus creating alignment between the employees’ and stakeholders’ interests and reinforcing
that compensation is appropriately linked to longer-term sustainable performance.
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Deferral Period & Percentages

The deferred amount is withheld for a defined period whereas remaining portion of the variable
compensation is paid upfront to the MRT/MRC. The deferred remuneration vests proportionately over the
deferral period following the year of variable remuneration award. The deferred portion of the variable
remuneration along with the interest accrued shall be paid to the MRT/ MRC on vesting, proportionally
through yearly installments, during the deferred period in case no malus triggers are applicable. In case of
malus and where accountability has been determined, the entire or certain portion of the deferred
remuneration is withheld and not paid to the MRT/MRC on it becoming due.

Settlement of Deferred Remuneration

As mentioned above, the amount withheld shall be paid proportionately during the deferral period, even if
that individual is no more an employee of the Bank. The Bank continues to make payment of the deferred
amount proportionately for the remaining deferral period, regardless of whether the employee has
resigned, or retired or has been terminated, except in case of malus. However, the entire deferred
remuneration shall be paid immediately in the event of death.

Shariah Board Members’ Remuneration

The services of Shariah Board members have been acquired on fixed period contract basis. They are provided a
monthly fixed remuneration comprising of base salary and allowances/other benefits along with award of Bonus
based on their performance, as per their respective employment contracts. The Other Benefits may include
expense allowances/reimbursements, medical care, life takaful, etc. Further, Chairman Shariah Board is also
entitled to a company-maintained car.

Governance Practices Exceeding
Legal Requirements

FBL respects the country’s laws and ensures meticulous compliance of applicable laws, rules & regulations. We
have successfully adapted our practices to reflect the changing standards of evolving governance regulations.
We are committed to the highest standards of corporate governance. We meet corporate governance legal
requirements in Pakistan, as well as the best practices recommended by PSX and SECP.

Following are some of the practices of the Bank which exceed the minimum legal requirement:

» The Board has constituted 5 board committees vis-a-vis the requirement of having 4 board committees and has
also from time to time formed board committees for specific assignments with specific targets in order to
carryout different roles & responsibilities.

» The Bank has only one Executive Director (President & CEO) though permitted two executive directors by SBP

and four (one third of the Board as executive directors) under Listed Companies (Code of Corporate Governance)
Regulations — 2019.
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The Board receives and accordingly, reviews the detailed performance report of each Board Committee on a
periodic basis.

The Board receives and considers a detailed report on every meeting of the Board Committees from the
Chairmen of the Board Committees.

The Bank has a comprehensive Code of Conduct along with mechanism for implementing and monitoring the
same and has taken necessary steps to disseminate it throughout the Bank along with its supporting policies
and procedures.

The Board has given specific mandate with requisite authorities and powers to the Board Audit & Corporate
Governance Committee to monitor and oversee the corporate governance practices, ethical standards and
controls along with legal and regulatory compliances in the Bank.

Diversity

FBL is committed to fostering, cultivating and preserving a culture of diversity and inclusion. Diversity is a
strategic and sustainable long-term objective; and adherence to equal opportunity, non-discrimination and
non-harassment are integral components of FBL's HR Policy.

FBL as a responsible corporate citizen, under the guidance of BOD, has been carrying out Strategic activities
including Corporate Social Responsibility, in resonance with its Islamic Values and Mission. In this context, FBL
was the lead sponsor of the ‘6th Special Olympics Pakistan Unified Marathon 2020’ and a ‘Cycling
Competition for differently abled people’.

FBL also celebrated International ‘White Cane Day’ this year where our differently abled staff were
acknowledged for their hard work and commitment. The Bank’s Management has expanded its commitment by
inducting differently abled staff from the school of visually impaired, to ensure that they become useful members
of the society. Through this initiative, Faysal Bank has been able to double its numbers of differently abled people
in 2020.

Similarly, in line with our social responsibility vision of Gender Diversity and Inclusion, Faysal Bank (amongst others)
this year donated funds in aid of the construction of an ultrasound room in Pink Ribbon Hospital, Lahore that
promises a state-of-the-art diagnosis, free of cost treatment and counselling facilities for breast cancer patients.

FBL has exceeded female participation ratio in all financial inclusion sessions, as part of our financial inclusion
initiative under ‘National Financial Literacy Program’ in collaboration with SBP, which makes FBL one of the
few banks achieving this target.

FBL has also launched an in- house platform, Faysal Women Connect - Internal Lean in Circle, offering
support to female employees from Senior Role models in the Bank. Under this forum, several programs have
been conducted, such as Balance for Better Talks, Equal for each Talks, International Women'’s Day, Women
Connect Ambassador Program, Workplace Harassment Awareness Sessions and Health awareness workshops.

The Bank Management’s focus on Diversity is also evident over the years through improvement in Gender ratio
(Female Staff: 16% in 2016 to 18% in 2020).
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Conflicts of Interest

The Bank has adopted robust policies and procedures with respect to identifying, reporting and managing
conflicts of interest, and the situations that may lead to it. The directors hold fiduciary duties of care and loyalty to
the Bank and to protect the shareholders’. One of the key duties includes not placing oneself in a position where
the directors’ personal interest may possibly conflict with their duty to the company.

Conflict of interest may arise in several situations, and in order to identify, report and manage any possible conflict
the Board has adopted several measures which include:

A policy and procedural framework.

Board Members and Executive Management disclose their interests, including their interests in other entities on a
periodic basis.

Board Members at the start of every meeting confirm to the Chairman whether or not they have any conflict with
respect to any agenda item to be discussed in the Board Meeting.

A Board Member in a conflict of interest situation exits the Boardroom when such a matter is being deliberated
upon and refrains from deliberating and discussing on the said issue.

Any other measure which may be appropriate in light of legal and regulatory guidelines.

Related Party Transactions

The Board of Directors has approved Policy for Related Party Transactions. The Bank’s policy is to conduct all
the related party transactions on an arm’s length basis in the normal course of business. If a transaction is not
conducted on arm’s length basis, then specific approvals or ratifications are required by the Board on
recommendation of the Board Audit & Corporate Governance Committee (BACGC) of the Bank in order to avoid
any potential conflict of interest.

The policy specifies that all transactions entered into with related parties shall require Board’s approval on the
recommendation of the BACGC of the Bank, which is chaired by an independent director of the Bank except for
those held with employees as per their terms of employment or a policy of the Bank.

Every director (including their relatives) of the Bank who is in any way, whether directly or indirectly, concerned

or interested in any contract or arrangement entered into, or to be entered into, by or on behalf of the Bank shall
provide information about the nature of his concern or interest in the form specified and shall cause it to be
disclosed at the meeting of the board held immediately after the date of the notice. No director of the Bank shall,
as a director, take any part in the discussion of, or vote on, any contract or arrangement entered into, or to be
entered into, by or on behalf of the Bank, if he/ she is in any way, whether directly or indirectly, concerned or
interested in the contract or arrangement, nor shall his/ her presence count for the purpose of forming a quorum
at the time of any such discussion or vote.

Annual Report 2020 | 97



During the year, the Bank has entered into transactions and contracts with the related parties i.e. subsidiary
company, associates, post-employment benefit plans for the Bank’s employees, Key Management Personnel
(KMPs), Close Members (CMs) of KMPs and other related entities. Those transactions include financing to, and
deposits from the related parties, , acceptances and off balance sheet transactions and provision of other
banking and financial services that are carried out in the ordinary course of business on an arm’s length basis at
commercial rates, except for the transactions that KMPs have availed under HR policy of the Bank. Contributions
to and accruals in respect of staff retirement benefits and other benefit plans are made in accordance with the
actuarial valuations / terms of the contribution plan. Remuneration to the executives / officers is determined in
accordance with the terms of their appointment.

During the year, no contract or arrangement has been entered into with related parties other than in the ordinary
course of business on an arm’s length basis.

The Bank has made detailed disclosures about related party transactions in its financial statements annexed
with this annual report.

Record Management Policy

Record management is a methodological approach to control the maintenance and disposition of organization’s
record. Record management ensures that valuable record evidencing an organization’s activities that have legal,
financial, administrative or historical value are protected and accessible while expired record is systematically
destroyed. Thus, for this purpose Faysal Bank has signed an agreement with a servicec provider to put in place
comprehensive processes, controls and guidelines on handling, protection, retention, retrieval, and disposition of
recorded business information generated daily which are of ongoing importance to FBL’s overall service capability
and regulatory compliance.

IT Governance Policy

Information technology has become a mainstay of most of the organizations. Banking is one segment which
relies heavily over the performance of Information Technology, not only to improve their efficiency and increase
profit, but also to earn best standing and maintain it.

Compounded with the criticality of IT for operations and business, it is also an avenue with a major allocation in
budget. Anything that is as significant and impact creating as IT, needs to be governed carefully to reap
maximum benefits of adopting technology for business.

FBL IT Governance framework has been established as per regulatory requirements which covers overall
enhancement of governance within Technology through the directives from regulators, Management IT and Board IT
Committee. IT Governance apart from calculating risk and monitoring, bridges the gap between the Business strategy
&[T strategy and aligns technological initiatives within the interest of the bank. The framework aids executive
management and staff within the organization to set expectations, participate, communicate, and establish
accountability. IT Governance is well-structured to assist in creating efficient mechanisms, enhance conformity to
internationally accepted best practices, improve overall IT performance and enable better control and security.
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FBL Information Technology function is headed by CIO. The CIO office provides the leadership for the
development and delivery of world-class technology services. The position is directly responsible for:

Ensure proper setup of Information technology function for smooth running of Information Technology services;
Ensure production Data Center is fully equipped and updated including Disaster Recovery Sites;
Integrating IT Strategy with Bank’s Strategy;

Overseeing effective management of all functions within the technology domain ensuring appropriate staff
strength and ensuring that the staff has clear direction and motivation;

Encouraging technical innovation and the development of a robust and dependable technology infrastructure;
Ensure IT performance objectives meet the optimum level of desired services;

Providing guidance, oversight, and strategic thinking on information technology; and

Setting the overall direction for IT Group to introduce and implement innovative technology solutions.
Information Technology Function is being taken care by teams of committed professionals, providing innovative
and efficient solutions to achieve and nurture strategic objectives and goals of Business including other support
groups under the guidance of Board IT Committee (BITC) and management IT Steering Committee (ITSC).

The FBL Information Technology function comprise of following units/ verticals:

IT Governance

IT Infrastructure

IT Operations

IT Project Management Office

IT Development

IT Countrywide Centralized Services

IT Board and Management Committee

The Bank’s Board IT Committee (BITC) and IT Steering committees (ITSC) of the management are governing
bodies that review, evaluate, prioritize and make recommendations regarding the major technology investment
plans and strategies, including determining value for money and return on investment. It also ensures that

effective oversight is provided to the Information Security function within the Bank and that the Information
Security posture is aligned with the risk appetite.
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Key objectives of these committees are:

» Provide a forum for discussion, assess current technological needs and recommend future technology
enhancement, investments and monitor progress of the same;

» Review, monitor and prioritize major technology projects in order to align the IT strategy with Business strategies;
» Establish an efficient and effective IT organization structure within the organization;

» Ensure that technology risks are integrated with the enterprise risk management function to achieve security,
reliability, resiliency, interoperability and recoverability of data/information and information assets;

« Ensure maintenance of an independent and effective technology audit function commensurate with the
complexity of the Bank’s technology risk profile;

» Ensure that resource gaps (people, process & technology) identified by the management are adequately and
timely fulfilled; and

« Provide direction to the executive/ middle management to adopt best practices for effective and smooth
functioning of technology based banking operations.

Whistle Blowing Policy

FBL is committed to maintaining a culture of the highest ethics, integrity, transparency and competence in its business
& customer handling and ensures compliance with its Code of Conduct. FBL provides open and safe workplace
environment for employees & third parties and encourages Staff and any other person who has a genuine concern
about any wrongdoing or misconduct to raise it through dedicated whistle blow channels, thereby maintaining public
trust and confidence in the integrity and professionalism of the services provided by the Bank.

Reportable Matters

FBL does not condone and become party to the inappropriate/unethical behavior/conduct or fraudulent activities.
If an employee, customer or any third party forms a reasonable suspicion that any of the criminal and unethical
conduct has taken place, are taking place, an intent exists to carry out any wrongdoing in the future, or that any
unethical activity has been concealed, then they should immediately speak up.

During the year 11 cases were reported to the Whistle Blow Committee.
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Whistleblow Channels
FBL provides employees & third parties with access to specific, independent, confidential and secure means to
Speak Up.

Email: whistleblowdesk@faysalbank.com\

Whistle Blow Hot Line: 021-38733000

Intranet: http://folintranet.faysalbank.com/sites/Bankopedia/\WhistleBlow
Internet: https://www.faysalbank.com/en/whistle-blowing/

Postal address: “Whistle Blow Desk Faysal House, Business Compliance, Compliance Function, 2nd Floor,
St-02 Shahrah-e-Faisal, Karachi, Pakistan”

All Speaking Up disclosures are recorded, reviewed and, where appropriate, independently investigated. It may
also be noted that Abuse of Channel based on false statements and facts are not entertained.

Protection & Reward For Whistle Blowers

Faysal Bank takes all reasonable steps to protect whistleblowers from any retaliation, victimization, harassment or
penalization that might arise because of whistle blowing and sharing substantial evidences. Speaking Up
disclosures, including the identity of the whistle blower and the subject of the Speaking Up disclosure, are kept
confidential and disclosed on a strict need to know basis.

Reward for Whistle Blower(s) is covered under “Spot Rewards” — HR Policy document.

Reporting To WBC & BACGC

The Whistle Blow Committee (WBC) & Board Audit & Corporate Governance Committee (BACGC) have an
oversight on issues related to unethical conduct and whistleblowing complaints. For WBC & BACGC
consumption, whistle blow complaints along with update on investigations/resolution is quarterly reported
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Human Resource Management

Human Resource Policies are approved by the Bank’s Board of Directors on the recommendations of
Recruitment, Nomination and Remuneration Committee, in order to guide all the employees and keep them fully
informed of the Bank’s relevant rules and regulations.

Faysal Bank Limited (FBL) being an equal opportunity employer encourages selecting employees irrespective of
their gender, cast, color, language or disability.

The Bank is committed towards employee development practices which enable all its employees to reach their
optimum potential, thereby creating a high-performance organization.

Further, the Bank’s Human Resource Policy Manual covers the following areas:
« Recruitment, Selection and Appointment
« Conditions of Employment
« Working Environment
» Performance Management & Rewards
* Remuneration Policy
» Benefits
« Staff Finance Policy
« Leave Policy
» Travel Policy
» Relocation Policy
« Training & Development Policy
« Employee Grievance Policy
* HR Helpline
» Code of Conduct

» Protection against Harassment of Women against Harassment at the Workplace
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Business Continuity Management

Faysal Bank believes there is no greater value than the one to place our stakeholders on priority who make our
business successful. This includes our employees and associates, customers, vendors and shareholders. It is
Faysal Bank’s policy to maintain a BCM program and Business Continuity plans to ensure prompt and efficient
recovery of critical operations of its products and services from any incident or physical disaster which the
organisation may, from time to time, face. To ensure that the program fully meets the current and changing needs
of Faysal Bank, all Business Continuity plans are regularly tested, reviewed and results are presented to Board

of Directors.
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Corporate Social Responsibility

Recognizing the strong need of giving back to the society, social responsibility has always been an integral
element of Faysal Bank’s set of operations. However, complementing its vision of becoming a full-fledged Islamic
entity, Faysal Bank has further upgraded its Corporate Social Responsibility initiatives by putting together a
comprehensive framework that is intertwined with Islamic principles and mirrors the bank’s value system. In this
regard, where Faysal Bank’s CSR activities are primarily concentrated in areas where it operates, several
outreach programs are also ensured nationwide in the areas of education and health, keeping the challenging
times of the pandemic in mind.

On the whole, Faysal Bank’s CSR practices, as guided by the Board, are concerned with assisting and/or
collaborating with social welfare organizations or working directly in the communities for uplifting their
educational, health, financial and social wellbeing while also setting up best social practices for the general
wellbeing of the society at large.

Zeroing in on these focus areas, Faysal Bank unfolds its social mission by:

i) Joining forces with schools and educational institutions and ensuring the right to education to students without
discrimination.

i) Partnering with healthcare centers for establishing necessary medical facilities and ensuring access to quality
healthcare to all.

i) Adopting policies that promote social strength, such as inclusion and women empowerment, while also
collaborating with social organizations that work for the cause.

Catering to these basic social responsibilities, Faysal Bank donated a total of PKR 69,686,576 in 2020 through
Wagqf Faisal to play its part in the fields of education, health, environment, social equity, and for the advancement
of any other general utility for both its internal and external stakeholders.

Education

Faysal Bank believes education is at the base of national development. Therefore, the bank’s CSR activities are
mainly rooted in the area of education with 9.34% of its total CSR spend disbursed across this sector to help
underprivileged and deserving students in shaping their future.

In conformance to its Islamic values and in view of the growing global Islamic banking sector, Faysal Bank is in
the process of partnering up with universities and institutes that offer Islamic courses and providing need-based
scholarships for students, funding researches, and training scholars. Where such initiatives help in enhancing the
skills and abilities of students who would otherwise not have enough resources to explore their potential and
emerge as productive members of society, they also serve to make education accessible to all, bridging the gap
between deserving students and quality education.

To take this mission forward, Faysal Bank joined hands with a number of educational institutes to support
deserving students by sponsoring their educational expenses in their journey to excellence in a variety of fields of
professional education, vocational training, and skills development. Following are the reputable institutions that
Faysal Bank partnered with for this initiative:
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» Professional Education Foundation — PEF
» Behbud Education Lahore for Nasirabad Higher School, Shahdra
e Hunar Ghar

Health

The importance of healthy communities and equitable access to quality and affordable healthcare is undeniable,
and is therefore, one of the central pillars of Faysal Bank’s CSR mission. However, in light of the current pandemic
situation, overburdened healthcare system, and the resultant lack of access to many, accessible quality
healthcare has become a paramount element of Faysal Bank’s initiatives with 52.48% of its CSR spend going
towards this goal.

Along with partnerships with not-for-profit health organizations and hospitals to set up innovative health facilities
and providing free-of-cost services to deserving patients, Faysal Bank also extended its support to a variety of
hospitals in setting up quarantine, testing, and treatment facilities for patients during the testing times of the
pandemic. In addition to supporting patients from marginalized segments, Faysal Bank’s CSR focus is also
concentrated on training clinical and non-clinical staff about safety measures, providing them with the essential
safety gears. Research is another important field of focus where Faysal Bank has collaborated with leading
research facilities to play its part in containing the virus at the earliest.

To fulfill its healthcare mission, Faysal Bank worked with the following health organizations:

» Shaukat Khanum Cancer Hospital & Research Center

« Layton Rahmatullah Benevolent Trust — LRBT

« Indus Hospital

» Patient Behbud Society for Aga Khan University & Hospital
» National Institute of Child Health — NICH

e The Kidney Centre

« Patients Aid Foundation

« Institute of Public Health — IPH

e Akhuwat Corona Imdad Fund

Social Welfare

Acknowledging the fact that a business cannot flourish in its truest sense unless the society it operates in is
flourished, Faysal Bank makes sure to regularly engage in initiatives that can uplift the wellbeing of its people and
foster an environment of social sustainability. Keeping up with this mission, Faysal Bank allocated 17.51% of its
CSR spend towards social welfare initiatives to play its part in setting up a society as per the Islamic principles.

Annual Report 2020 | 107



This year, the focus of Faysal Bank’s welfare work was concentrated towards, but not limited to, poverty
alleviation, empowerment of marginalized and underserved communities, promotion of diversity and inclusion,
and COVID-19 emergency relief — distributing ration packs, necessary hygiene kits, and extending financial
assistance among underprivileged segments of the society, through collaboration with the following welfare
organizations:

¢ Behbud Association Karachi

» Quran Shelves & Shoe Racks for Karachi Airport Masajids

« Karachi Relief Trust (KRT) rations packs distribution in pandemic

o Karachi Relief Trust (ration distribution in Jacobabad
branch vicinity)

« Family Welfare Society
» Sports in Pakistan (cycle race)

* Behbood Association Lahore

» LABARD

« NOWPDP - Network of Organization working with People

» Pakistan Facilities Management Pvt Ltd. for Special Corona
Hygiene Kits

Financial Assistance to Employees

Faysal Bank’s employees are its most valuable assets,
without whom, the bank’s mission is unattainable. Therefore,
Faysal Bank puts strong emphasis on maintaining a healthy
and strong relationship with its internal stakeholders and
treats their concerns as its own concerns. For this purpose,
the bank makes sure to offer financial assistance to
employees during their times of need extending all kinds

of necessary support for their family’s medical expenses,
educational expenses, expenses incurred from unforeseen
events, wedding expenses, etc.

This year, Faysal Bank contributed 11.79% of its total CSR
spend on providing financial assistance to its staff.

Others Causes

In addition to its primary social mission, Faysal Bank
also contributed 8.89% of its CSR spend towards the
following cause:

Rations Packs distribution in Ramadan & Sehri/Iftari for staff.
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Social and Environmental
Responsibility Policy

The Bank has developed a comprehensive ‘Green Banking Policy’. The objective of this policy is to inculcate
environmental consciousness in the employees of the Bank and its client base. The Policy includes:

Extending financing facilities to the customers based on Environmental Risk Management framework.
Guidelines on adopting environment friendly policies and practices in the Bank.
Raising awareness among the customers about importance of environment friendly practices.

Environmental Risk Management

In order to conduct risk categorization of our borrowing customers and gauge environmental impact of lending
operations, Faysal Bank has developed Environmental Risk Management framework which includes the
implementation of Environmental Risk Rating (ERR) model to assess the impact of borrowing relationships

on the environment.

Environmental Consciousness

To inculcate environmental consciousness, a training module has been incorporated in the orientation pack of
new employees which explains concept of Green Banking, key pillars of Faysal Bank's Green Banking policy, and
also imparts awareness on the environmental issues. Regular trainings are conducted for the employees joining
Faysal Bank. In addition to that, screensavers are deployed on periodic basis to reinforce the message of energy
conservation and efficiency.

Building Design & Operations

Energy efficiency is kept at the core of decision making while shortlisting vendors/equipment and maintenance
activities. All the new equipment being procured for branches are energy star compliant. The Bank is working on
replacing conventional lighting with LED technology while air conditioners using conventional technology were
replaced with inverters to improve energy consumption and efficiency. In addition to this, comprehensive plan is
being adopted to certify all bank vehicles and generators for emission control which will contribute in reduction of
carbon footprint.

Paperless Operations

Faysal Bank is pro-actively creating awareness about Green Banking Activities that include digital banking
services and subscription to e-statements. Regular trainings of branch staff, contact center agents and other
teams are being conducted to continuously encourage customers to switch to paperless transactions.
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Performance and Position

Another milestone...







Six Year Financial Summary - Unconsolidated

2019 2018 2017 2016 2015

Operational Results (Rupees in Million)
Mark-up / return / interest earned 55,922 58,398 35,200 28,766 26,179 32,306
Mark-up / return / interest expensed 31,388 37,278 18,925 14,831 14,134 18,358
Fee, commission, brokerage, FX income, derivatives and other income 6,156 7,403 6,363 4,673 4,575 3,534
Dividend and capital gain / (loss) 2,075 (155) 221 967 2,380 2,030
Total income 32,765 28,367 22,859 19,574 18,999 19,512
Provisions / Write-offs 2,254 843 (422) (492) 536 1,780
Operating expenses 19,401 17,068 14,816 12,608 11,661 10,591
Operating profit before tax and provision 13,025 11,035 7,780 6,800 7,194 8,700
Profit before taxation 10,770 10,192 8,202 7,292 6,659 6,920
Profit after taxation 6,511 6,041 4,837 4,530 4,302 4,222
Cash dividend % = - - - - 10
Bonus shares % = - - 15 10 -
Statement of financial position (Rupees in Million)
Shareholders’ equity 51,080 44,516 38,405 33,633 29,090 26,059
Revaluation reserves 9,027 10,748 5,094 5,613 5,917 4,294
Deposits 540,636 457,789 409,384 371,624 339,633 291,945
Borrowings from financial institutions 58,447 72,747 98,352 54,789 52,806 90,565
Advances - net of provision 318,180 309,573 296,445 231,532 204,831 181,090
Investments - net of provision 276,930 204,069 214,186 179,728 170,209 195,516
Total assets 709,958 629,853 599,914 494,934 452,022 430,073
Cashflows (Rupees in Million)
Operating activities 101,539 6,568 43,545  (16,826) (4,856) 67,214
Investing activities (101,347) 13,124  (38,151) 19,956 19,065  (61,543)
Financing activities (1,832) (1,806) ) (1,497) (2,689) 1)
Cash and cash equivalents at end of the year 61,127 62,765 44,880 39,489 37,856 26,336
Other key information

Imports - local Rs. Min 24,339 31,825 44,879 32,979 23,364 23,611
Imports - foreign USD. Min 1,343 1,129 1,323 1,206 917 730
Exports - local Rs. Min 35,5638 53,347 68,431 41,382 49,216 16,848
Exports - foreign USD. Min 370 373 364 345 301 353
Number of employees 6,803 6,938 6,141 3,977 3,611 3,141
Number of branches 576 5565 455 405 355 280

Profitability ratios

Profit before tax ratio % 19.26 17.45 23.30 25.35 25.44 21.42
Gross spread ratio % 43.87 36.17 46.24 48.44 46.01 43.17
Return on average equity (ROE) % 13.62 14.57 13.43 14.44 15.60 17.63
Return on average assets (ROA) % 0.97 0.98 0.88 0.96 0.98 1.03
Cost to income ratio % 59.21 60.17 64.81 64.41 61.38 54.28
Gross yield on earning assets % 9.35 11.37 6.85 6.84 6.89 8.57
Net interest income to total revenue % 74.88 74.45 71.20 71.19 63.40 71.48
Income to expense ratio Times 1.69 1.66 1.54 1.55 1.63 1.84
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Six Year Financial Summary - Unconsolidated

2020 2019 2018 2017 2016 2015

Asset quality & Liquidity ratios

Current / Quick ratio Times 0.94 0.99 0.87 0.96 0.70 0.69
CASA to total deposits % 71.75 70.70 68.83 69.92 67.05 67.23
Gross advances to deposits ratio % 62.84 72.92 78.23 68.84 67.67 70.43
Net advances to deposits ratio % 58.85 67.62 72.41 62.30 60.31 62.03
Non-performing loans to gross advances ratio % 7.72 9.11 8.33 10.68 13.07 14.82
Coverage ration (specific provision to non-performing loans) % 78.74 77.20 86.69 86.84 81.67 79.10
Weighted average cost of deposits % 5.30 6.83 3.82 3.35 3.55 4.27
Earning assets to total assets ratio % 84.24 81.55 85.62 84.91 84.08 87.63
Liquidity coverage ratio Times 1.42 1.42 1.45 212 - -

Net stable funding ratio % 135.60 135.60 130.67 166.48 - -

Share information

Price earning ratio % 4.03 4.77 7.22 7.14 7.68 5.55
Earning per share (EPS) Rs. 4.29 3.98 3.19 2.98 2.83 2.78
Market value per share Rs. 17.28 19.00 23.00 21.30 21.78 15.43

High - during the year Rs. 22.95 26.26 30.00 29.90 24.50 20.07

Low - during the year Rs. 11.21 15.15 20.77 17.32 12.86 13.54
Book value per share (excl. surplus on revaluation of assets) Rs. 33.66 29.33 25.30 22.16 19.17 1717
Book value per share (Inc. surplus on revaluation of assets) Rs. 39.60 36.41 28.66 25.86 23.07 20.00

Capital structure ratios

Capital adequacy ratio % 18.67 19.14 16.80 15.90 14.62 14.41
Tier 1 capital adequacy ratio % 15.95 15.53 14.81 14.00 12.77 12.54
Leverage ratio % 5.96 5.86 4.89 5.24 5.08 4.26
Total assets turnover ratio % 4.62 4.50 3.81 3.95 4.20 4.54
Total assets to fixed assets turnover ratio Times 29.53 26.05 51.66 43.25 43.03 45.56
Net assets per share Rs. 39.60 36.41 28.66 25.86 23.07 20.00

DuoPont analysis

Net operating margin % 19.87 21.30 21.16 23.14 22.64 21.64
Asset utilization % 4.89 4.61 4.18 4.13 4.31 4.77
Leverage ratio / Equity multiplier Times 14.02 14.83 15.20 15.10 15.99 17.08
Net assets maturity wise (based on expected withdrawal pattern) (Rupees in Million)

Upto one month (19,244) 34,478 13,364 60,106  (33,399) (85,534)
Over one month to three months 90,164 49,393 72,161 34,959 23,162 53,767
Over three months to six months 12,636 9,434 13,875 6,643 48,146 5,606
Over six months to one year 19,777 10,450 17,776 2,899 22,701 88,378
Over one year to two years 3,236 9,811 16,038 7,432 16,221 16,103
Over two years to three years 12,090 7,916 4,512 5,328 8,667 (1,738)
Over three years to five years 20,982 (8,494) (5,636) (18,545) 11,597 14,891
Over five years to ten years (19,673) (11,405) (55,121) (60,181) (63,074) (66,060)
Over ten years (69,861) (46,319) (33,470) 605 987 4,939
Total net assets 60,107 55,264 43,499 39,246 35,008 30,352
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Total Assets and Shareholders’ Equity
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Gross Advances and Deposits
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Key Profitability Ratios

116 | Faysal Bank

76.00
74.00
72.00
70.00
68.00
66.00
64.00
62.00
60.00
58.00
56.00

66.00
64.00
62.00
60.00
58.00

56.00 -

94.00
52.00
50.00
48.00

Net interest income to total revenue

Percentage %
] 74.45

2015 2016 2017 2018 2019

Cost to Income ratio
Percentage %
] 64.81

64.41
54.28

61.38
60.17

2015 2016 2017 2018 2019

74.88

2020

59.21

2020



Profit after Tax and EPS
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Horizontal Analysis

Statement of Financial Position

2020 2020vs 2019 2019vs 2018 2018vs 2017  2017vs 2016  2016vs 2015  2015vs
2019 2018 2017 2016 2015 2014
Rs. Min % Rs. Min % Rs. Min % Rs. Min % Rs. Min % Rs. Min %

ASSETS
Cash and balances with treasury banks 59,881 1% (| 60,368| 40% || 43,174| 14%|| 37,862 2% || 37,239 43% || 26,084|  29%
Balances with other banks 2,879 2% 2836| 53%| 1.848| 1% 1873| 64%]| 1,139 7% 1,068] -25%
Lendings to financial institutions 2985 100% - -100%|| 2997 -67%|| 9,010{ 80%|| 5,000 | 1900% 250 100%
Investments 216930(|  36%|| 204,089\  -5% || 214,186| 19%| 179,728 6% ([170,209 || -13%{| 195,516|  26%
Advances 318,180 3% || 309,573 4% || 296,445 28% || 231,532  13% ||204,831 13% || 181,090 1%
Fixed assets 24009 -1%|| 24,183|| 108%|| 11,612 1% 11,444 D% || 10505 || 11% | 9440 2%
Intangible assets 1,541 4% (| 1488| 12%|| 1,332| -11%] 1,49 1% 1,607 || -16% | 1,903| -17%
Deferred tax assets - - - -100% 183|| -89%| 1600( -29%|| 2265 -27%| 3087| 27/%
Other assets 23024]  -14% || 27,336| -3% || 28,138|| 38%|| 20,389 8% || 19,227 || 65% | 11,635 -20%
709959  13% 629,853 5% 599915  21% 494,934 %% 452,022 5% 430073  11%
LIABILITIES
Bills payable 13043(|  62%|| 8356| -65% || 23544| 169%| 8761| 32%| 6,656 % | 6194 11%
Borrowings 5844T| -20% || 72,747 -26%| 98,352| 80% || 54,789 4% || 52,806 || -42% | 90,565| 49%
Deposits and other accounts 540,636\ 18% || 457,789  12% | 409,384|  10%| 371,624 9% (339,633 16% || 291,945 3%
Liabilities against assets subject to finance lease
Subordinated debt = - - - - - - -100% || 1,497 || -50% || 2,994 0%
Deferred tax liabilties 1,592 100% || 2,764|| 100%
Other liabilties 35,634 8% || 32933| 31%|| 25136| 23%| 20514| 25%| 16423 || 105% || 8022 -13%
649862  13% 574,589 3% 0556416  22% 455,688 %% 417,015 4% 399,720 10%
REPRESENTED BY e
Share capital 16,177 0% 15,177 0% 15177 5% 13,197 10% 11,99 - 11,998 15%
Reserves 11,08 12% 983  12% 8779 1% 79% 1% 718 1% 6423 13%
Surplus on revaluation of assets 9027 -16% 10,748  111% 5,094 9% 5613 5% 5917 3B% 429 4%
Unappropriated prof 24870  21% 19508  35% 14449  16% 12500  26% 993  30% 7,638  34%

60,107 9% 55264  21% 43499 1% 39246  12% 35007 5% 30383  15%
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Horizontal Analysis

Profit and Loss Account

2020 2020vs 2019 2019vs 2018 2018vs 2017  2017vs 2016  2016vs 2015  2015vs
2019 2018 2017 2016 2015 2014
Rs. Min % Rs. Min % Rs. Min % Rs. Min % Rs. Min % Rs. Min %

Mark-up / return / interest eamed 55,922 -4% 58,398 66% 35,200 22% 28,766 10% 26,179  -19% 32,306 -0%
Mark-up / return / interest expensed 31,388  -16% 37,278 97% 18,925 28% 14,831 5% 14,134  -23% 18,358 -1%
Net mark-up / interest income 24,534 16% 21,120 30% 16,275 17% 13,935 16% 12,046  -14% 13948 1%

NON MARK-UP / INTEREST INCOME

Fee and commission income 3,861 6%|| 4,113 6%]|| 3,871 25% || 3,087 14%|| 2,715 18%|| 2,303 1%
Dividend income 378(| -1%|| 424 || 149% 170 6% 160 || -42% 276 -13% 319||  75%
Foreign exchange income 2,094 -26%|| 2,833 44%|| 1,971 42% (| 1,385 1% 1,368 42% 85| -10%
Income / (loss) from derivatives 48| -73%|| 176 48% 19 || -302% 59| -592% 12]| 100% - -100%
Gain / (loss) on securities 1,697|| -393%|| (679)|-1,235% 51 -94% 807 || -62%| 2,104 28%|| 1,711]| 248%
Other income 163|| -46%|| 282 || -30%|| 402 55% 260 || -46% 48011 80% 266|| -12%

8,231 14% 7,249 10% 6,584 17% 5,640 -19% 6,995 25% 5564 27%
Total income 32,765  15% 28,369 24% 22,859 17% 19,575 3% 19,000 -3% 19,512 7%

NON MARK-UP / INTEREST EXPENSES

Operating expenses 19,401 14% || 17,068 15%|| 14,816 18% || 12,608 8%|| 11,661 10%|| 10,591 -13%
Workers Welfare Fund 225 3%|| 233 35% 173 12% 154 17% 132 -25% 1771 79%
Other charges 14| 245% 33 -63% 90 || 650% 12 - 12(] -73% 441 -64%
Total non mark-up / interest expenses 19,740 14% 17,334 15% 15,079 18% 12,774 8% 11,805 9% 10812  -13%
Profit before provisions 13,025 18% 11,035 42% 7,780 14% 6,801 5% 719 -17% 8700  49%
Provisions and write-offs - net 2254 167% 843  -300% (4220 -14% (492 -192% 536  -70% 1,780  -22%
Extra ordinary / unusual items S s - - - - - - - - - -

PROFIT BEFORE TAXATION 10,771 6% 10,192 24% 8202 12% 7,293 10% 6,659 4% 6,920  95%
Taxation 4,260 3% 4,151 23% 3,365 2% 2,763 17% 2,357 -13% 2698 151%
PROFIT AFTER TAXATION 6,511 8% 6,041 25% 4,837 7% 4,530 5% 4,302 2% 4222  70%
Basic / diluted eamnings per share 4.29 8% 398 25% 319 % 298 5% 283 2% 2.718  70%
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Vertical Analysis

Statement of Financial Position

2020 2019 2018 2017 2016 2015
Rs.Min % Rs.Mnh % Rs. Min % Rs.Mh %  RsMn % Rs. Min %
ASSETS
Cash and halances with treasury banks 50881(| 84%|| 60,368| 9.6%|| 43174|| 72%|| 37.862|| 76%|| 37.239|| 82%|| 26084(| 6.1%
Balances with other banks 2879  04%|| 2836|| 05%|| 1848[| 03%(| 1873|| 04%(| 1,139{| 03%| 1088|| 02%
Lendings to financial institutions 2,985 0.4% 2,997 0.5% 9,010 1.8% 5,000 1.1% 250(|  0.1%
Investments 216,930(| 39.0% (| 204,009|| 324%/|| 214186|| 35.7% || 179728|| 36.3% || 170.209|| 37.7% || 195,516| 455%
Advances 318,180(| 44.8% (| 309573|| 49.2%|| 296,445|| 49.4% || 231532(| 46.8% || 204,831|| 45.3% (| 181,000( 42.1%
Fived assets 20039(|  34%|| 24183|| 38%|(| 11.612|| 19%|| 11444|| 23%|| 10505|| 23%|| 9440(| 2.2%
Infangiole assets 1941[|  02%]|| 1488|| 02%|| 1332|| 02%]|| 149|| 03%|| 1607|| 04%|| 1903|| 0.4%
Deferred tax assets 183 0.0% 1,600{]  0.3% 2205||  05%|| 3087(| 0.7%
Other assets 23504 3%%|| 27.336|| 4%%|| 28138|| 47%]|| 20389 41%|| 19227)| 43%|| 11,63 27%
709959 100.0% 629853 100.0% 599916 100.0% 494934 1000% 452,022 1000% 430,073 100.0%
LIABILITIES
Bill payable 13543 1.9%|[| 83%6|| 1.3%]|| 23544|| 39%|(| 8761|| 18%|| 6656 15%|| 61%|| 14%
Borrowings 58447||  82%|| T2747|| 11.8%]|| 98352|| 16.4%]|| 54789 11.1%|| 52806|| 11.7%|| 90,565|| 21.1%
Depostts and other accounts 540636]| 76.2% || 457,789|| T2.7%|| 409,384|| 68.2% || 371,624|| 75.1% || 339633|| 75.1% || 291945(| 67.9%
Liabiliies against assets subject to finance lease
Subordinated debt 1497(|  03%(| 29%|| 0.7%
Deferred tax liabilties 16%2[|  02% 2,764 04%
Other liabilties 30634(|  50%|| 32933|| 52%|| 25136|| 42%|| 20514|| 41%|| 16428|| 36%|| 8022(| 1.9%
649852  91.5% 574589  91.2% 556416  92.7% 455688  92.1% 417015 923% 399720  929%
60107  88% 55264  88% 43499  73% 3046  79% 3007  77% 03B 1%
REPRESENTED BY
Share capital 18177 21% 15177 24% 5177 25% 13197 27% 11998 27% 11,998  28%
Reserves 11,033  16% 981  16% 8779 15%  79%  16% 7,18  16% 6423  15%
Surplus on revaluation of assets 9027 13% 10748  17% 5094  08% 5613 1.1% 5917 13% 4294 1.0%
Unappropriated proft 24810  38% 19508 31% 14449 24% 12500  25% 9934  22% 7638  18%
60107 85% 55264  88% 43499  73% 39246 7%  HBOr 7% 3B 7.1%
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Vertical Analysis

Profit and Loss Account

2020 2019 2018 2017 2016 2015
Rs. Min % Rs. Min % Rs. Min % Rs. Min % Rs. Min % Rs. Min %

Mark-up / return / interest earned 55,922 100.0% 58,398 100.0% 35200 100.0% 28,766 100.0% 26,179 100.0% 32,306 100.0%
Mark-up / return / interest expensed 31,388 956.1% 37,278 63.8% 18925 538% 14,831 51.6% 14,134 54.0% 18358 56.8%
Net mark-up / interest income 24634 43.9% 21,120 362% 16275 46.2% 13935 48.4% 12,046 46.0% 13948 43.2%

NON MARK-UP / INTEREST INCOME

Fee and commission income 3,861|| 6.9%]| 4,113 7.0%|| 3,871 (| 11.0%|| 3,087 || 10.7%|| 2,715|| 10.4%|| 2,303|| 7.1%
Dividend income 378|| 0.7% 424 0.7% 170 0.5% 160 0.6% 276 || 1.1% 319(| 1.0%
Foreign exchange income 20%|| 37%]|| 2833 || 49%|| 1,971 || 56%|| 1,385 || 4.8%|| 1.368|| 52% 965|| 3.0%
Income / {loss) from derivatives 48|| 01%|| 176 || 03%|| 19| 03%| (69| -0.2% 21| 0.0%|| - 0.0%
Gain on securities 1697(| 3.0% G79|| -1.0% 51 0.1% 807 2.8%|| 2,104 || 8.0%]| 1,711 5.3%
Other income 153|| 0.3% 282 0.5% 402 1.1% 260 0.9% 480 || 1.8% 266(| 0.8%

8231 147% 7249 124% 6584 187% 5640 196% 6955 266% 5564 17.2%

Total income 32,765 58.6% 28,369 48.6% 22859 64.9% 19575 680% 19,000 72.6% 19512 60.4%

NON MARK-UP / INTEREST EXPENSES

Operating expenses 19,401 || 34.7% |[17,088 || 29.2%|[14,816 || 42.1%||12,608 || 43.8%|| 11,661 || 44.5%]| 10,591 || 32.8%
Workers welfare fund 225(| 0.4%|| 233 0.4% 173 | 05%|| 154 || 0.5% 182(| 0.5% 17711 0.5%
Other charges 114(| 0.2% 33| 01% 0| 03% 12| 00% 12| 0.0% 4411 0.14%
Total non-markup / interest expenses 19,740 35.3% 17,334  29.7% 15079 42.8% 12,774  44.4% 11,8056 45.1% 10,812 33.5%
Profit before provisions 13,0256 233% 11,035 189% 7,780 221% 6,801 236% 7,195 27.5% 8700 26.9%
Provisions and write-offs - net 2254 4.0% 843 1.4% 422) -12% (492 -1.7% 536 20% 1,780  55%
Extra ordinary / unusual items

PROFIT BEFORE TAXATION 10,771 19.3% 10,192 17.5% 8202 233% 7293 254% 6,699 254% 6,920 21.4%
Taxation 4260 7.3% 4,151 71% 3365 96% 2763  96% 2357 9.0% 2698 84%
PROFIT AFTER TAXATION 6,511 120% 6,041 10.3% 4,837 13.7% 4530 157% 4302 164% 4222 131%
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DuPont Analysis

2020 2019 2018 2017 2016 2015

1 Net Operating Margin PAT / Net Revenue A 19.87% 21.30% 21.16% 23.14% 22.64%  21.64%
2 Asset Utilization Net Revenue / Avg Assets B 4.89% 4.61% 4.18% 4.13% 4.31% 4.77%
Reurn on Assets C=AxB 0.97% 0.98% 0.88% 0.96% 0.98% 1.03%
3 Levrage Ratio / Equity Multiplier  Avg Assets / Avg Equity D 14.02 14.83 156.20 15.10 15.99 17.08
Return on Equity CxD 13.62%  1457%  1343% 14.44% 1560%  17.63%
30% 20%
17.63%

18%

15.60% s
0 3
- \ ' 13.43% 157% 16%

13.62%

\ 0
LA 21.64% 268 . M
19.87% 12%
15% 10%
8%

10% 6%
0

0/

. 4%
4T7% a31% 413% 018% 461 a2

0% 0%

2015 2016 2017 2018 2019 2020

m Net Margin Asset Utilization ~ e=@mmReturn on Equity
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Quarterly Performance Review

STATEMENT OF FINANCIAL POSITION 2020 2019
4th Qtr 3rd Qtr ndQtr  1stQtr 4t Qtr 3rd Qtr 2nd Qtr 1stQtr

Rupees in Million

ASSETS
Cash and balances with treasury banks 59,881 57,209 [ | 54,270|| 44,532 60,368 || 45,126|| 67,920|| 41,517
Balances with other banks 2,879 8,442 4,297 1,615 2,836 2,551 2,480 1,930
Lendings to financial institutions 2,985 1,997 6,893 - - 7,000 6,249 || 33,655
Investments 276,930 | | 269,299 | | 233,227 | | 215,912 | | 204,069 | | 194,659 | | 152,146 | | 125,836
Advances 318,180 | | 310,188 || 300,830 | | 307,145 | 309,573 || 306,796 | | 304,231 | | 297,850
Fixed assets 24,039 || 23,908 || 24199 (| 24,174 24,183 1| 20,366|| 19,885|| 18,026
Intangible assets 1,541 1,369 1,368 1,426 1,488 1,383 1,332 1,316
Deferred tax assets - - - - - 416 486 169
Other assets 23524 || 22,773 30,180 (| 30,642 27,336 || 23,677|| 34,549|| 25,370
709,959 695,185 655,264 625446 629,853 601,974 589,278 545,669
LIABILITIES
Bills payable 13,543 || 11,192 (| 11,986 7,419 8,356 7,205 9,699 8,671
Borrowings 58,447 || 73,359|| 50,078 | 61,330 72,747 (| 78,600(| 40,511|| 40,387
Deposits and other accounts 540,636 | | 514,636 | | 496,367 | | 460,980 | | 457,789 | | 433,731 || 454,288 | | 422,133
Liabilities against assets subject to finance lease - - - - - - - -
Subordinated debt - - - - -
Deferred tax liabilities 1,692 1,733 1,715 2,661 2,764 - - -
Other liabilities 35,634 || 34,761 37,088 || 35816 32,933 || 34,597 || 38,409|| 29,208

649,862 635,681 597,234 568,206 ~ 574,589 554,133 542,907 500,399
60,107 59,604 58,080 57,240 55,264 47,841 46,371 45270

REPRESENTED BY

Share capital 15177 15177 15177 15177 15177 15177 15177 15177
Reserves 11,033 9,743 9,772 9,802 9,831 8,652 8,681 8,711
Surplus on revaluation of assets 9,027 9,475 9,705 10,654 10,748 5,079 5,003 5,303
Unappropriated profit 24,870 25109 23,376 21,607 19,5608 18933 17,5610 16,079

60,107 59,604 58,030 57,240 556,264 47,841 46,371 45270

PROFIT AND LOSS ACCOUNT

Mark-up / return / interest earned 11,622 12,343 14,785 17,202 17,130 15638 13,525 12,205
Mark-up / return / interest expensed 6,113 6,535 8,064 10,676 11,147 10,455 8,415 7,261

Net mark-up / interest income 5,509 5,808 6,691 6,526 5,983 5,083 5110 4,944
Provisions and write-offs - net 172 617 1,245 220 115 57 878 (206)
Non mark-up / interest income 1,937 2,349 1,991 1,954 2,041 1,482 2,020 1,806
Non mark-up / interest expenses 5,573 4,795 4,559 4,813 5192 4,272 4,010 3,960
Profit before taxation 1,701 2,745 2,878 3,447 2,717 2,236 2,242 2,997
Taxation 705 1,040 1,148 1,367 1,103 831 829 1,388
Profit after taxation 996 1,705 1,730 2,080 1,614 1,405 1,413 1,609
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Highlights

At a Glance: 2019 to 2020

Rupees
540,636
Million

Rupees
457,789
Million

DEPOSITS

Rupees

276,930
. Million

Rupees
204,069
Million

INVESTMENTS

Rupees
318.180

. Million

Rupees
309,573
Million

ADVANCES

4.29 Per
Share

3.98 Per
Share

EARNING PER SHARE

Rupees
60,107

. Million

Rupees
55,264
Million

SHAREHOLDER'S
EQUITY

Rupees
709,958

. Million

Rupees
629,853
Million

TOTAL ASSETS

TOTAL REVENUE

29.33 Per
Share

BOOK VALUE PER
SHARE

Rupees
6,511

. Million

PROFIT AFTER
TAXATION

BRANCHES

774,793

NUMBER OF
CUUSTOMERS
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Sensitivity Analysis Due to
Foreign Currency Fluctuations

Foreign exchange risk / currency risk is the current or prospective risk to earnings and capital arising from
adverse movements in currency exchange rates. It refers to the impact of adverse movements in currency
exchange rates on the value of open foreign currency positions. Changes in currency rates affect the value of
assets and liabilities denominated in foreign currencies and may affect revenues from foreign exchange dealing.

The Bank undertakes currency risk mostly to support its trade services and maintains overall foreign exchange
risk position to the extent of statutory Foreign Exchange Exposure Limit (FEEL) prescribed by the SBP.

Exposure limits such as counterparty, gap, net open position, dealer and bucket-wise currency delta limits are in
place in accordance with the Bank’s approved policies in order to manage associated risk and concentration at
the acceptable tolerance levels.

For details about the Bank’s foreign exchange risk refer note 44.2.2 to the accompanying unconsolidated
financial statements for the year ended December 31, 2020.

No Defaults

There is no default by the Bank in payments of any debts during the year.

Methods and Assumptions used
in Compiling the Indicators

The Bank uses Key Performance Indicators (KPIs) to measure success of initiatives as well as routine
operational activities.

FBL identifies KPIs which effectively reflect the Bank’s performance. The Bank analyses all traditional financial
and profitability ratios together with an analysis of its market positioning, competitors and general market
conditions. Financial ratios include growth in deposits and advances, non-performing loans ratio and provision
coverage. While profitability ratios include net margin ratio, non-markup income to total income, cost to income
ratio, return on assets, return on equity and earnings per shar
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Share Price Sensitivity Analysis

Below is a list of some key factors that can influence the share price of Faysal Bank Limited. The list is not
exhaustive and intends to cover the major areas:

» Regulatory / Policy Changes
Any regulatory or policy changes that directly impact the overall banking landscape along with cost and / or
revenue drivers are likely to exert a significant influence on the Bank’s stock price. For example, any change in
monetary policy rate has a direct impact on yields of government securities, spreads made on advances and
funding costs; and in turn materially impact profitability and the share price as well.

Similarly, any hike in the minimum rate of return on deposits will result in compression in net interest margins
earned and can negatively impact the earning and correspondingly the share price of the scrip.

« Investor and Market Sentiment
Market sentiment is often subjective which makes it difficult to quantify but a change in sentiments due to the
investment climate in general or the stock market in particular can have an impact on the Bank’s share price as
well. Such a sentiment driven impact on the share price can occur even in the absence of any fundamental
development or change in the Bank’s business case.

« Change in Macro Environment
Political stability and controlled law & order situation is a pre-requisite for any economic development. Any
changes in the macro environment, including inflation and / or currency devaluation could see the stock price of
the Bank move alongside as market preempts such developments and extrapolates their impact on policy /
regulatory changes in the Bank’s share price.

Share Price as of December 31, 2020 Rs. 17.28
High Price Rs. 22.95
Low Price Rs. 11.21
Average volume 1,152,625
Trading days 251
Days traded 251

126 | Faysal Bank



Business Rationale for Major
Capital Expenditure

Faysal Bank realizes the importance of capital expenditure and in view of this has adopted in-depth evaluation
procedures to assess all types of capital expenditure requirements before obtaining final endorsements from
the Board.

During the year, the bank’s capital expenditure amounted to over Rs. 2 billion and was primarily directed towards
business expansion, renovation, improvement of digital frame and strengthening of IT infrastructure. A detailed
disclosure of fixed asset is given in the financial statements.

Capital expenditures planned for next year

The Bank has budgeted capital expenditure of Rs. 4.1 billion for the next year. This would primarily be invested in
expanding our branch network, continuous improvement in our IT platforms, safeguarding our existing
infrastructure/ relationships from growing threats on cyber security front along with routine upgrades and
replacements to ensure smooth operations.
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Faysal Islami — Noor
A First by Pakistan’s Fastest
Growing Islamic Bank




Forward Looking Statement

Forward-looking statements can be identified by the fact that they do not relate strictly to historical or current
facts. Forward-looking statements often use words such as “anticipate,” “target,” “expect,” “estimate,” “intend,”
“plan,” “goal,” “believe,” or other words of similar meaning. Forward-looking statements provide Faysal Bank’s
current expectations or forecasts of future events, circumstances, results or aspirations. All forward-looking
statements are, by their nature, subject to risks and uncertainties, many of which are beyond the Bank’s control.
FBL's actual future results may differ materially from those set forth in its forward-looking statements. While there
is no assurance that any list of risks and uncertainties or risk factors is complete, among many others below are
certain factors which could cause actual results to differ from those in the forward-looking statements:

” o« ” o«

« Local, regional and global business, economic and political conditions and geopolitical events;

« Changes in laws and regulatory requirements, including capital and liquidity requirements affecting the Bank’s
business, and the ability of the Bank to address those requirements;

« Changes in investor sentiment or consumer spending or savings behavior; and

« Occurrence of natural or man-made disasters or calamities, including health emergencies, the spread of
infectious diseases, pandemics or outbreaks of hostilities, or the effects of climate change, and the Bank’s ability
to deal effectively with disruptions caused by the foregoing.
Any forward-looking statements made by or on behalf of the Bank speak only as of the date they are made, and
Faysal Bank does not undertake to update any forward-looking statements. The reader should, however, consult
any further disclosures of a forward-looking nature the Bank may make in any subsequent Quarterly Reports, or
other Briefings.

2020 was a year of historic firsts — Faysal Bank won the Best Emerging Bank award at the Pakistan Banking
Awards 2020, as well as the Best Emerging Islamic Bank award at the GIFA Awards 2020.

These awards were a recognition of FBL's solid and sustained financial performance as well as the Bank’s focus
on customer satisfaction through improved service quality and technology.

2021 - A year of Growth and Conversion

Despite the many challenges facing the wider economy due to Covid related uncertainties, Faysal Bank is well

placed to deliver sustainable growth for its shareholders. The focus of the Bank will remain on three core pillars:
o Complete Islamic Conversion;

» Customer Satisfaction — Driven by innovative products, technology and high levels of service

« Growth across all business segments — led by improved efficiencies in low-cost CASA deposit generation.
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Islamic Conversion

With the vision to be a full-fledged Islamic Bank by 2023 the Bank aims to continue conversion steadfastly. The
plan for 2021 includes the conversion of 66 conventional branches. The Bank estimates that 98% of the branch
network will be Islamic by December 2021.

Customer Satisfaction

With a vision to promote and establish Faysal Bank as the bank of first choice, Faysal Bank is building a culture of
service as a differentiator through enablement of staff via technology and process re-engineering as well as
training and measurement.

Furthermore, building upon the success of the past few years which includes innovative products such as the
Rehmat Account, in 2021 as well, the focus will remain on development of new products which create value for
our customers. These include Islamic variants of conventional products for which there is significant pent-up
demand such as an Islamic credit card.

Customers will also be facilitated through the enablement of digital distribution channels which will allow them to
interact and avail products / services from the Bank in a manner which is convenient for them.

Bank believes that achievement of our strategic ambitions are not possible without our employees, hence, we will
continue to invest in talent acquisition, staff training and support.

Growth

The Bank expects to continue the momentum gained in 2020 and register double digit growth in terms of
profitability in 2021. The Bank aspires to increase its outreach through physical branch network (30 new
branches) and digital solutions (ATMs, CDMs, enhanced facilities on internet and mobile banking etc.). To ensure
sustainable achievement of strategic objectives, FBL aims to focus on deposit growth to beat market and grow
market share, particularly through increased penetration in the SME segment. These growth aspirations will be
complemented through continued investment in brand promotion and further enhancement in our service quality.

With the view to provide the Bank an edge over its competitors the first ever Tawaruq based Islamic Credit Card

is scheduled to launch in first quarter of 2021. This covers a significant market gap, providing FBL the
opportunity to target a large unserved customer base.
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Sources of Information and Assumptions
used for Projections and Forecasts

Major factors underlying these Forward Looking Statements include:

« COVID-19: Although COVID-19 cases are on a decline in Pakistan and world-wide on the back of vaccination
drive, however any surge in cases due to new strain etc. may negatively affect the business activity.

« Discount rate / Monetary Policy: Based on different assessment parameters, the State Bank of Pakistan can
change the monetary policy rate. Any decrease in the discount rate will result in lower net interest income and
reduce the profitability of the Bank.

« Inflation: Inflation is considered as a key determinant of policy rate change. Any uptick in the inflation statistics
will have a material impact on the monetary policy rate along with other drivers. With higher discount rates, the
Banks will be able to invest in high yielding assets, thus resulting in increased profitability.

« Political Stability & Law and order situation: Political stability and controlled law & order situation is a
pre-requisite for any economic development. This, in turn, reposes investor confidence in Pakistan. However, any
act of terrorism or political instability can negatively impact the economy /equity market, thus resulting in
decreased profitability.

» Corporate Tax rate: Any increase in corporate tax rate will adversely impact the profitability of the Bank.

How the organization is currently equipped in responding to the critical challenges and

uncertainties that are likely to arise

The Bank keeps a track of the critical challenges that might influence its strategy and applies best judgment in
implementing mitigants. The Bank’s Risk Management performs stress testing against different pre-determined
scenarios to identify, analyze and evaluate potential losses and to provide an active approach in dealing with
factors that influence the financial standing of the Bank. The results of such tests have exhibited that the Bank
has satisfactory capital, liquidity and profitability to bear such scenarios.
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Corporate Finance Deal of the Year

Islamic Finance News Award 2019
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Strategy and Resource Allocation

FBL has a 5-year (2019-2023) corporate strategic plan in place which sets the direction of the Bank with respect
to expansion, transformation into an Islamic Bank and digitization. FBL adopted a holistic approach for strategy
formulation which covered mapping itself with the industry, operating environment, conduct SWOT and derive a
strategy to capitalize on the opportunities presented and strengths identified.

Objectives

Strategic objectives, actions to achieve these objectives and Key Performance Indicators (KPIs) set to enhance
the value of franchise are as follows. KPIs are used as a gauge to analyze current standing of the Bank and likely
path the Bank would follow. FBL has identified KPIs that are critical to its business:

Mission Statement: Achieve leadership in providing Shariah compliant financial services, with customer care

and employee focus at the heart of our business ethos together with innovation and technology being the pillars
of our growth.

Strategies, Actions and KPIs

Strategic Objectives / Goals Strategic Actions KPls
Strong Contender »  Enhance franchise value and market Network size
in Retail share through network growth and Deposits growth
branding Market Share
CASA ratio

o Grow low-cost CASA deposits by
focusing mass-affluent customer
segment - differentiate through
standardized processes,
comprehensive product suite &
improved customer service

e Complement growth through volume
deposits from HNWIs & affluent
segments — maintain relationships
and reduced value attrition
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Strategic Objectives / Goals

Strategic Actions

KPIs

High Quality Lender

Drive volume from large corporates

Drive new business growth from
smaller corporates — differentiate
relationships

Branch-focus on pushing higher
margin SME financing, also capturing
CA deposits

Branch-focus on generating high
quality/ high margin consumer
financing — full product suite and
cross-sell propositions

Lending growth & NPLs

Superior Customer Experience

Optimize customer experience
across all touch points through
revamped service framework

Re-aligned service standards,
creating visibility on service levels,
identify & remediate service gaps
and drive accountability to improve
service levels

Customer
satisfaction surveys
and Bank’s internal
service ladders

Digitization

Differentiate through innovative ADC/
Digital propositions & functionalities

Manage branch traffic through
diversion to ADC/ Digital Channels

Use Business Intelligence to leverage
data to support sales, cross sale &
loyalty programs

Products & service
offerings through
digital channels
Transactions
conducted through
Digital channels

Convert Responsibly

Responsible asset conversion timed
with liquidity

Minimize conversion related
financial costs

Islamic branches
network

Islamic Banking
balance sheet
composition
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Strategic Objectives / Goals Strategic Actions

KPIs

Increase Shareholder e Improve top-line (core income) & NFI
Value with Capital Stability in all segments

o Better cost management

« Improve efficiencies in procurements
and expenditure

« Maintain healthy CAR levels to
support business growth

Achievement Against the

Strategic Objectives

Profit after tax (PAT)

Return on equity (ROE)

Cost to Income Ratio (CIR)

Capital Adequacy Ratio
(CAR)

The Bank is on-track in terms of implementation of the strategic plan and Alhamdulillah exceeded all the strategic

plan KPIs for 2019 and 2020.

A dedicated BoD sub-committee i.e. Board Strategy Committee (BSC) which oversees the strategy
implementation in the Bank on a quarterly basis. Strategy function monitors and coordinates with the relevant
stakeholders / project owners for timely delivery of the key strategic milestones as per the strategic plan.

Significant Changes in Objectives

and Strategies

FBL's objectives & strategies are well planned and are persistently implemented. No significant change occurred

during the year to affect the strategic objectives.
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Best Acquisition Financing Pakistan
Asset Asian Awards 2020
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Stakeholders Engagement

Process and Freguency

Stakeholder engagement is an integral part of developing an understanding of our stakeholders’ needs, interests

and expectations and assists the Bank with strategic and sustainable decision making.

Stakeholders

Customers

Employees

Institutional Investors/

Shareholders/Analysts

Effect & Value to FBL

Customer satisfaction is
integral to achieve strategic
objectives.

Our employees,
ambassador to the
customers, represent our
biggest asset,

The providers of
capital allow FBL
the means to
achieve its vision;

need arises.

implementing while the analysts
every strategic and endorse the trust
operational the investors
decision. place in the
bank.
Engagement « Professional staff for « Regular electronic « Quarter semi-annual
Management customer assistance at newsletters and annual financial
575 branches across statements
Pakistan. « Compliance letters
« Annual General Meeting
« Interaction through our « Grievance reporting
relationship managers, call procedure. « Participation in local and
centers, social media, and international road shows
various advertising
activities. « Press releases
« Investors’ Grievance
Portal.
Frequency As & when customer When the need arises. Quarterly & annually.

Investor Relation Section on
Corporate Website

Investor Relation Section on Corporate Website: www.faysalbank.com/investor-relations/
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Service Providers

Regulators

Local Community

Our growth is also attributable
to engaging reputed and
dependable suppliers as
business partners.

We pride ourselves in
being a responsible
corporate citizen and
abide by all laws and
regulations.

To inculcate social and
environmental
consciousness and remain
a conscientious member
of the corporate
community.

By availing this avenue
of communication,
effective awareness is
created regarding the
Bank and products and
services it offers.

« As per the policies and
procedures laid down in the
Bank’s General Services
Procedures.

« Submission of
applicable statutory
returns

« Responding / enquiring
various queries /
information

The Bank actively
participates in various
social work initiatives as
part of its corporate social
responsibility.

Advertisements through
print, electronic, social
media, website, and
interviews.

When the need arises.

« As per regulatory timelines

« When the need arises.

When the need arises.

When the need arises.
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Steps to Encourage Minority
Shareholders Participation in AGM

The Bank organises shareholders’ meetings in order to have a proper communication with its shareholders,
specially the minority shareholders. Each shareholder, irrespective of holding and voting power is important to the
Bank. We value them, their concerns, their suggestions and grievances, if any. At each Annual General Meeting
(AGM) or Extraordinary General Meeting (EGM), we ensure a two-way communication with the shareholders,
particularly, the minority shareholders.

The notice of all general meetings is published in leading newspapers (in both Urdu and English languages)
having circulation all over the Country, placed on the Bank’s website and emailed to all shareholders well before
the occurrence of the meeting.

All minority shareholders irrespective of their shareholding can appoint proxy, participate through video
conference (VC) and vote through e-voting. They can suggest, propose, comment, record their reservations
during the meeting, and enjoy full rights to propose and second any agenda item presented. Shareholders can
also actively participate during general meetings in discussions on operations, objectives and future strateg

of the Bank. They can always demand the draft minutes of meeting within stipulated time post the event and
are privileged to object on any intended major investments, planned acquisitions, mergers and takeovers or
any other corporate / capital restructuring.

The Bank always facilitates and ensures shareholders’ presence while entertaining their requests if feasible and
viable. It values and honors their inputs, records their concerns, prepositions, suggestions in minutes and keeps
them abreast on the progress and subsequent actions.

Shareholders’ Related Matters

The Board of Directors, President & CEO and Company Secretary ensure that all the material and price-sensitive
information is disclosed in compliance with the regulatory requirements. Specifically including Financial Results,
entitlement to corporate information, significant changes in financial conditions, current and expected business
performance etc.

With respect to shareholders’ related matters the Bank has appointed reputable and experienced share registrar
services. In addition, contact details of the designated personnel of the Bank for assisting the shareholders

and handling their requests and complaints are also prominently displayed in the relevant section of the

Bank’s website.
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Summary of Analyst Briefing

Regular interactive sessions between the management of the Bank and the investor community are an excellent
opportunity for the former to apprise the latter about the business environment of the country, discuss its financial
performance, competitive landscape and future prospects.

The sessions are conducted with the objective of ensuring timely and equitable distribution of information to all
concerned, and to give the right perspective of the business affairs of the Bank to the investors — existing and
potential — to assist in investment decision-making.

The Bank held a CBS on November 17, 2020 based on September 30, 2020 results. The CFO presented a
detailed analysis of Bank’s performance along with future outlook. The session was followed by a Q & A session.

The presentation of the Corporate Briefing Session can be accessed in the Investor Relations section of the
Bank’s website.
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Issues raised in the last AGM

With the onset of COVID-19 in Pakistan, the Twenty Fifth Annual General Meeting, scheduled for March 26,
2020, was postponed and held virtually on May 14, 2020 in compliance with Circular No. 5 of 2020 dated March
17, 2020 issued by Securities and Exchange Commission of Pakistan.

Synopsis of the decisions taken in last Annual General Meeting is given below:

Ordinary Business:

1. Confirmed the minutes of the 24th Annual General Meeting held on March 28, 2019

2. Confirmed the minutes of Extra Ordinary General Meeting held on October 24, 2019.

3. Approved the Unconsolidated & Consolidated Financial Statements and Statement of Compliance with Code of
Corporate Governance of FBL for the year ended December 31, 2019 together with the Directors’ and Auditors’
Reports thereon.

4. Election of the Board of Directors for the next three years’ term.

5. Appointment of External Auditors for the ensuing financial year 2020.

Special Business:

1. Approved the amount of remuneration paid to the Non-Executive/Independent Directors of FBL during
the year 2019.

2. Approved the Directors Remuneration Policy for Non-Executive/Independent Directors of FBL for attending the
Board and Sub-Committees Meetings.

3. Approved the revised Memorandum & Articles of Association of the Bank as per Companies Act, 2017 and Code
of Corporate Governance 2019.
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Statement of Value Added

2020 2019
Rupees '000 % Rupees '000 %
Mark-up / return / interest earned - net of provisions 53,667,709 108 57,655,248 106
Fee, commission and brokerage income 3,861,270 8 4,112,625 7
Dividend income 378,285 1 424,246 1
Income from dealing in foreign currencies 2,098,354 4 2,838,324 5
Derivative income, gain/(loss) on sale of investments etc. 1,898,134 3 (122,838) -
61,898,752 124 64,802,605 119
Administrative and other expenses 12,084,919 (24) 10,756,240 (20)
Value Added 49,813,833 100 54,046,365 100
Distributed as follows:
To Employees
As remuneration 7,578,108 15 6,507,211 12
To Government
As income tax 4,259,852 9 4,151,058 8
To Depositors
As profit on investments 25,347,575 51 28,843,947 53
To Finanacial Institutions
As profit on borrowings 6,040,369 12 8,434,086 16
To Society
As donations 77,424 - 69,431 -
Retained in Business
As reserves and retained profits 6,510,505 13 6,040,632 1
49,813,833 100 54,046,365 100
Income Distribution

-24%

13% 15%

4% 400
1%
8%

W Mark-up / return / interest earned - net of provisions
Fee, commission and brokerage income

Dividend income

Income from dealing in foreign currencies

Derivative income, gain on sale of investments etc.
Administrative and other expenses

W To Employees

To Government

To Depositors

To Finanacial Institutions
Retained in Business
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Report of the Board Audit and
Corporate Governance Committee

The Board Audit and Corporate Governance Committee (BACGC) of Faysal Bank Ltd (FBL) comprises of four
directors having vast experience and knowledge of Banking, Finance, Corporate Governance, Asset
Management, Audit & Accounting. Out of four members, two are Independent Directors and two are
Non-Executive Directors. The Chairman BACGC is an independent director. The BACGC in 2019 updated its
Terms of Reference (TORs) in line with SECP’s Code of Corporate Governance, SBP’s Guidelines on Internal
Audit Function and other guidelines issued by the Regulators and approved by the Board of Directors (BOD). In
2020 the TORs were also updated to incorporate new instructions and an addition of one Non-Executive Director
making the total of the members of the BACGC to four.

The Committee focused on the effectiveness of the Internal Control, Compliance Risk Management, Operational
Risk Management Framework and application of Regulatory & International Accounting Standards as well as
compliance requirements of Corporate Governance best practices, Impact of IFRS 16, significant risk areas of
Provisions, Risk of fraud in revenue recognition & its practices due to high degree of automation in FBL. BACGC
also focused on the impact of the Covid-19 pandemic situation on the Bank and the operational steps and
security measures taken by the management in this regard. Committee also supervised & monitored the status of
IFRS 9 implementation in the Bank. Committee not only approved the Internal Audit plan for 2020, revised
Internal Audit Manual/ Charter but also approved Internal Shariah Audit Manual and Compliance Plan 2020 as
per requirements of SECP’s Code of Corporate Governance (COCG), SBP’s Guidelines on Internal Audit Function
and Compliance Risk Management Framework. The provision of all kind of resources was ensured to both
Internal Audit Function and to the Compliance Function to successfully implement their annual plans and other
activities. Head of Internal Audit was given free access to approach BACGC to ensure proper reporting in all
sensitive matters / issues of FBL relating to his subject. The Committee convened 4 mandatories and two
additional meeting during the year 2020.

Major activities undertaken by the BACGC to improve the overall performance of FBL during 2020 are as follows:

* BACGC reviewed/examined the unconsolidated and consolidated quarterly, half yearly for the year 2020, and
annual financial statements for the year 2019 along with director’s review reports of FBL which were approved by
the Board on its recommendation. BACGC reviewed related party transactions with assurance from management
that all transactions were undertaken at arm’s length and reported the same for Board’s approval.

* BACGC also held detailed discussions with external auditors on audit scoping for the year 2020 as well as major
observations made in their management letters and reviewed the management’s response thereto. The
appointment of external auditors for the year 2020 and their fee was recommended to the Board and approved
by the AGM held in May 2020 on its recommendation. BACGC also reviewed the new format for the financial
statements to be adopted for the annual accounts with the external auditors keeping in view changes made in
accounting procedure to be incorporated in the Financial Statements as well as identified the reporting
requirements as per Companies Act 2017 (as amended in 2020) and Code of Corporate Governance 2019.
BACGC also reviewed the Long Form Report on Shariah Compliance Environment as of December 31, 2019
issued by the external auditors.

* BACGC also reviewed the external auditor’s independence in accordance with the applicable laws/ regulations.
« Internal Audit Department (IAD)’s high risk observations were reviewed with the management’s assurance that
their monitoring and implementation are in accordance with targeted dates. The BACGC also reviewed adequacy

and quality of IAD resources and monitored the status/ progress of implementation of the SBP’s Guidelines on
Internal Audit Function and noted with satisfaction that the implementation is on track.
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BACGC reviewed and monitored the implementation of the Annual Compliance Plan for the year 2020 on
quarterly basis. Updated itself on AML/CFT procedures as per SBP regulations and Financial Action Task Force
(FATF) recommendations along with quarterly review of the Foreign Account Tax Compliance Act (FATCA) and
Whistle Blow Committee (WBC) cases & internal investigation findings and timely actions taken by the
management.

BACGC reviewed quarterly, annual update and three years’ comparison of Fraud and Forgery cases & major
findings of internal investigations in the area and noted with satisfaction the measures taken by the management
in this regard.

BACGC not only reviewed the Institutional Risk Assessment Framework (IRAF) — Self Assessment Questionnaire
but also the implementation of Internal Controls over Financial Reporting (ICFR) program across the Bank. An
assurance was also given to BACGC that Policies adopted by the Bank are sufficient & appropriate and
information provided by the management is reliable.

The BACGC also reviewed the Conduct Assessment Framework of the Bank as of December 31, 2019.

BACGC reviewed the quarterly Compliance of the SBP inspection report and SBP’s thematic review reports
along with monitoring the compliance status of these reports. The Committee also reviewed statement on
internal control system which was endorsed by the Board.

BACGC reviewed the measures taken by management to mitigate the cyber security threats and relevant
training of employees.

BACGC conduc ted self-assessment of its performance for the year to comply with its TORs as per SECP Code
of Corporate Governance and presented it to the Board. The Board appreciated the performance of the BACGC
in their evaluation for that year.

7
Y A~

Mian Muhammad Younis
Chairman - BACGC
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Independent Auditor's Review Report

To the members of Faysal Bank Limited

Review Report on the Statement of Compliance contained in Listed
Companies (Code of Corporate Governance) Regulations, 2019

We have reviewed the enclosed Statement of Compliance with the Listed Companies (Code of Corporate Governance)
Regulations, 2019 (the Regulations) prepared by the Board of Directors of Faysal Bank Limited (the Bank) for the year ended
December 31, 2020 in accordance with the requirements of regulation 36 of the Regulations.

The responsibility for compliance with the Regulations is that of the Board of Directors of the Bank. Our responsibility is to
review whether the Statement of Compliance reflects the status of the Bank’s compliance with the provisions of the
Regulations and report if it does not and to highlight any non-compliance with the requirements of the Regulations. A review is
limited primarily to inquiries of the Bank’s personnel and review of various documents prepared by the Bank to comply with
the Regulations.

As a 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 Bank’s corporate governance procedures and risks.

The Regulations require the Bank to place before the Audit Committee, and upon recommendation of the Audit Committee,
place before the Board of Directors for their review and approval, its related party transactions. 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.

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 Bank's compliance, in all material respects, with the requirements contained in the Regulations as
applicable to the Bank for the year ended December 31, 2020.

Apgooes

A.F. Ferguson & Co.
Chartered Accountants

Karachi
Date: March 2, 2021
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Statement of Compliance with the
Listed Companies (Code of Corporate
Governance) Regulations, 2019

Faysal Bank Limited
Year ended: December 31, 2020

The Bank has complied with the requirements of the Regulation in the following manner

1. The total number of directors are eleven as per the following:

Gender Number
Male 10
Female 01

2. The composition of Board is as follows:

Category Names
Independent Directors Mian Muhammad Younis
Mr. Ali Munir

Ms. Fatima Asad Khan
Mr. Mohsin Tariq

Non-Executive Directors Mr. Farooq Rahmatullah Khan
Mr. Ahmed Abdulrahim Mohamed Abdulla Bucheery
Mr. Juma Hasan Ali Abul
Mr. Imtiaz Ahmad Pervez
Mr. Abdulelah Ebrahim Mohamed AlQasimi
Mr. Abdulla Abdulaziz Ali Taleb

Executive Director Mr. Yousaf Hussain, President & CEO
3. The aforementioned directors were elected in the 25th Annual General Meeting of the Bank held on May 14, 2020.

4. The directors have confirmed that none of them is serving as a director on more than seven listed companies,
including this Bank;

5. The Bank has prepared a Code of Conduct and has ensured that appropriate steps have been taken to
disseminate it throughout the Bank along with its supporting policies and procedures;

6. The Board has developed a vision / mission statement, overall corporate strategy and significant policies of the
Bank. The Board has ensured that complete record of particulars of significant policies along with their date of
approval or updating is maintained by the Bank;

7. All the powers of the Board have been duly exercised and decisions on relevant matters have been taken by
the Board / shareholders as empowered by the relevant provisions of the Companies Act, 2017 (the Act) and
these Regulations;

8. The meetings of the Board were presided over by the Chairman and, in his absence, by a director elected by the

Board for this purpose. The Board has complied with the requirements of the Act and the Regulations with
respect to frequency, recording and circulating minutes of meeting of the Board;
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9. The Board of Directors have a formal policy and transparent procedures for remuneration of directors in
accordance with the Act and these Regulations;

10. Presently out of Eleven (11) newly elected Directors, the following Ten (10) Directors are Certified and have
Completed the Directors’ Training Program:

Mr. Farooq Rahmatullah Khan

Mr. Ahmed Abdulrahim Mohamed Abdulla Bucheery
Mr. Yousaf Hussain

Mian Muhammad Younis

Mr. Ali Munir

Mr. Juma Hasan Ali Abul

Mr. Abdulelah Ebrahim Mohamed AlQasimi

Mr. Abdulla Abdulaziz Ali Taleb

Ms. Fatima Asad Khan

0. Mr. Mohsin Tarig

= 000NN~

Mr. Imtiaz Ahmad Pervez has attended the Directors’ Training Program, however his final test is pending.
The Bank had also arranged the following trainings for the newly elected Board of Directors in the year 2020:
a. Directors Orientation Workshop through Pakistan Institute of Corporate Governance on June 30, 2020.

b. Training on Islamic Products in Compliance with Shariah Governance Framework by the Chairman of Sharia
Board of Faysal Bank Limited on June 30, 2020.

c.  Why Islamic Banking by Mufti Muhammad Najib Khan on August 20, 2020.
d. Islamic dress code by Mufti Muhammad Najib Khan on October 22, 2020.

e.  Workplace Culture of Faysal Bank Ltd by Dr. Irum Saba, Asst. Prof. Head of CEIF Academics IBA Karachi
on December 14, 2020

11. The Board has approved the appointment of chief financial officer, company secretary and head of internal audit,
including their remuneration and terms and conditions of employment and complied with relevant requirements
of the Regulations;

12. Chief Financial Officer and Chief Executive Officer duly endorsed the financial statements before approval of the Board;

13. The Board has formed committees comprising of members given below:

a) Board Audit and Corporate Governance Committee

Mian Muhammad Younis Chairman / Independent Director
Mr. Ahmed Abdulrahim Mohamed Abdulla Bucheery Member / Non-Executive Director
Mr. Juma Hasan Ali Abul Member / Non-Executive Director
Mr. Ali Munir Member / Independent Director
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14.

15.

16.

b) Board Risk Management Committee

Mr. Imtiaz Ahmad Pervez Chairman / Non-Executive Director
Mr. Abdulelah Ebrahim Mohamed AlQasimi Member / Non-Executive Director
Mr. Abdulla Abdulaziz Ali Taleb Member / Non-Executive Director
Mr. Yousaf Hussain Member / President and CEO

c)  Recruitment Nomination and Remuneration Committee
Mr. Ahmed Abdulrahim Mohamed Abdulla Bucheery Chairman / Non-Executive Director

Mr. Juma Hasan Ali Abul Member / Non-Executive Director
Mian Muhammad Younis Member / Independent Director
Mr. Ali Munir Member / Independent Director
Ms. Fatima Asad Khan Member / Independent Director

d) Board Strategy Committee

Mr. Faroogq Rahmatullah Khan Chairman / Non-Executive Director
Mr. Ahmed Abdulrahim Mohamed Abdulla Bucheery Member / Non-Executive Director
Mr. Juma Hasan Ali Abul Member / Non-Executive Director
Ms. Fatima Asad Khan Member / Independent Director
Mr. Mohsin Tariq Member / Independent Director
Mr. Yousaf Hussain Member / President and CEO

e) Board IT Committee

Mr. Ali Munir Chairman / Independent Director
Mr. Abdulelah Ebrahim Mohamed AlQasimi Member / Non-Executive Director
Mr. Abdulla Abdulaziz Ali Taleb Member / Non-Executive Director
Mr. Mohsin Tariq Member / Independent Director
Mr. Yousaf Hussain Member / President and CEO

The terms of reference of the aforesaid committees have been formed, documented and advised to the
committee for compliance;

The frequency of meetings (quarterly / half yearly / yearly) of the committee were as per following:

a) Board Audit & Corporate Governance Committee Quarterly meetings
b) Board Risk Management Committee Quarterly meetings
c)  Recruitment Nomination and Remuneration Committee Quarterly meetings
d) Board Strategy Committee Quarterly meetings
e) Board IT Committee Quarterly meetings

The Board has set up an effective internal audit function which is considered suitably qualified and experienced
for the purpose and are conversant with the policies and procedures of the Bank;
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17.

18.

19.

20.

The statutory auditors of the company have confirmed that they have been given a satisfactory rating under the
Quality Control Review program of the Institute of Chartered Accountants of Pakistan and registered with Audit
Oversight Board of Pakistan, that they and all their partners are in compliance with International Federation of
Accountants (IFAC) guidelines on code of ethics as adopted by the Institute of Chartered Accountants of Pakistan
and that they and the partners of the firm involved in the audit are not a close relative (spouse, parent, dependent
and non-dependent children) of the chief executive officer, chief financial officer, head of internal audit, company
secretary or director of the company;

The statutory auditors or the persons associated with them have not been appointed to provide other services
except in accordance with the Act, these regulations or any other regulatory requirement and the auditors have
confirmed that they have observed IFAC guidelines in this regard;

We confirm that all requirements of regulations 3, 6, 7, 8, 27, 32, 33 and 36 of the regulations have been
complied with; and

Explanation for non-compliance with requirements, other than regulations 3, 6, 7, 8, 27, 32, 33 and 36 are below:

«  The Code requires that the chairman of the human resource and remuneration committee is to be an
independent director. The composition of the Bank’s Recruitment Nomination and Remuneration Committee
(RNRQC) is in line with the Revised Guidelines on Remuneration Practices 2017 issued by the State Bank of
Pakistan which allows a non-executive director to be the Chairman in case the majority members of the
committee are independent directors. Following the guidelines majority members of RNRC are independent
directors, however, the Chairman of the RNRC is not an independent director.

A
g

Faroog Rehmatullah Khan
Chairman

Karachi
Dated: February 18, 2021
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Report of Shariah Board

For the year ended December 31, 2020
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,CIU}} | Faysal Bank Limited has completed another year of successful operations of its Islamic Banking. During the year, the
Shariah Board held four meetings to review various existing and new products, policies, standard operating procedures,
transactions, agreements, processes and their Shariah compliance. As required under Shariah Governance Framework, the
Shariah Board also met with Board of Directors twice this year to have a detailed briefing on Shariah compliance environment.

Shariah Board appreciates the commitment of Board of Directors and Management to transform Bank’s entire operations into
Islamic Banking as reflective in the efforts towards conversion.

Following developments were made during the year 2020:

Conversion of Bank’s portfolio

During the year, FBL opened 21 new Islamic branches and converted 65 branches, including 5 major branches across the
country, from Conventional to Islamic banking, elevating the total number of Islamic branch network to 500 branches.

Likewise, around PKR 39Bn worth of conventional financing portfolio with approximately more than 400 customers was
converted from conventional to Islamic financing. These facilities were converted as per Shariah approved process flows
based on Islamic modes of financing e.g. Diminishing Musharakah, Running Musharakah, Salam, Istisna, Murabaha, Tijarah
etc.

Product Development and Management

Under the guidance of Shariah Board, Product Development has worked for the enhancement of existing products as well as
development of new products along with their related documentations and agreements. During the year, Faysal Bank Islamic
further enhanced its asset and retail side product menu through offering Currency Salam and Musawammah Financing for
consumer durable to the customers. In addition to that, Faysal Bank Islamic strengthened its liability product side by
launching “Roshan Digital Accounts” in eight different currencies. Furthermore, Islamic Life Plus savings account was also
revamped to support country’s senior citizens, Islamic Tez Tareen Asaan Remittance Account is offered. For the conversion of
conventional TDRs into Islamic, Muntazim — BIC was also introduced.

In addition, due to Coronavirus Disease (CoViD-19), the Bank facilitated its customer through extending various financing
schemes in collaboration with SBP to stimulate the country’s economy including special Islamic Refinance facility for Health
sector, Islamic Temporary Economic Refinance Facility to attract investment, Islamic Rozgar Scheme to finance wages and
salaries of employees besides restructuring arrangements etc. Shariah Board approved respective arrangements as reflected
in respective process flows.

Structuring of Investment Banking Transactions

Shariah Board reviewed and approved 10 Islamic syndicated transactions based on Shirkat-ul-Milk (Diminishing Musharakah)
and Shirkat-ul-Agd (Running Musharakah) to achieve various purposes e.g. capital expenditure, project finance, power
generation, etc.

Shariah Compliance Department

During the year, SCD under the guidance of SB / RSBM reviewed Corporate, SME & Commercial, Consumer financing
including Collection and Recovery units / departments as well as Islamic Branch network across different regions of the bank.
Furthermore, SCD also reviewed the Pool management & Profit distribution mechanism and calculations on monthly basis to
ensure the mechanism is being strictly followed as per the regulatory and SB’s guidelines.

During the year, SCD obtained Shariah approvals approximately for more than 600 customer specific process flows which
include multiple Islamic financing structures comprising Murabaha, Istisna, Tijarah), Running Musharakah, Salam including
Currency Salam, Bai Muajjal, Islamic Export Re-Finance (Both Part-I & Part-ll), Islamic Financing Facility for Renewable Energy
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(IFRE), Islamic Long Term Financing Facility (ILTFF), Islamic Financing Facility for Storage of Agricultural Produce (IFFSAP) and
Diminishing Musharakah etc.

During this period Bank-wide policies and procedures (both existing and new) were reviewed by SCD and subsequently
approved by the SB / RSBM.

RSBM and SCD also played a pivotal role in the capacity building of the staff wherein they facilitated through improvement of
training material as well as conducted various training sessions.

Shariah Audits

Internal & External Shariah Audit were undertaken as per the requirement of Shariah Governance Framework. Internal Shariah
Audit Unit is an integral part toward strengthening of overall Shariah Compliance environment of the Bank. The Internal
Shariah Audit Unit carried out Shariah Audits during the period for following products and segments i.e. Corporate finance,
Trade and Business Service including Export Re-financing, SME and Commercial Branch Banking, Investment Banking,
Financial Institution Group, Treasury, Retail Banking which includes Consumer financing Charity Accumulation and
Disbursement and on quarterly basis Profit distribution and Pool Management calculations. Moreover, ISAU also conducted
integrated audit with the management audit in this regard encompassing Special Asset Management, and Call Centre
departments. Further, external Shariah audit was also carried out covering all relevant functions of Islamic Banking.

Charity

The opening balance of the charity funds was PKR 13.567 Mn and during the year an amount of PKR 33.907Mn was
recovered from the customers in lieu of delayed payments, as the charity funds are kept under Mudarabah based accounts at
the Bank, therefore, Mudarabah profit of PKR 0.841Mn was also accordingly credited to the charity fund’s account.
Additionally, during the Internal Shariah reviews conducted by SCD, an amount of PKR 0.755Mn was credited to Charity Fund
due to Shariah non-compliance issues as declared by the SB.

During this period an amount of PKR 23.00 Mn was distributed to various charitable organizations with the approval of SB.
Details are available on note 4 of Annexure 2.

Capacity building and Awareness Sessions

To strengthen the Islamic banking industry and its practices, the trained human capital is the key of the success. Shariah
Board appreciates the efforts of Management and Learning and Development to arrange various Islamic banking training
programs and awareness sessions particularly “Banking the Islamic Way, Islamic Transformation Journey”.

FBL along with Chairman Shariah Board and renowned Shariah Scholars conducted various Islamic finance awareness
sessions for its customers across the country. During the year, Learning and Development organized more than 72 training
sessions across the country to train the staff on Islamic banking wherein approximately more than 6400 employees were
trained under various online and classroom training programs. RSBM, SCD and IBD teams were actively engaged with
Learning and Development to facilitate the same. Besides in-house training programs, L&D also nominated staff for external
trainings offered by NIBAF (SBP) Capacity Building of Shariah Scholar, Advance Certificate in AAOIFI Shariah Standard offer
by IBA-CEIF and etc.

Promotion and Marketing of Islamic banking products & services

Bank is in progress of transforming its corporate identity brand and during this period, various marketing promotional
materials including printed and electronic brochures, TVCs were reviewed and approved by the SB.

Opinion of Shariah Board

While the Board of Directors and Executive Management are solely responsible to ensure that the operations of Faysal Bank
Limited, Islamic Banking are conducted in a manner that comply with Shariah principles at all times, we are required to submit
a report on the overall Shariah compliance environment of Faysal Bank Limited, Islamic Banking.
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To form our opinion as expressed in this report, the Shariah Compliance Department of the Bank carried out reviews, on
sampling basis, of each class of transactions, the relevant documentation and process flows. Further, we have also reviewed
the reports of the internal Shariah audit and external Shariah audit.

Based on above, we are of the view that:

1. The Islamic Banking Division of the Bank by and large complied with the Shariah rules and principles in the light of
resolutions / Fatawa, rulings and guidelines issued by the SB.

2. During review, matters requiring corrective measure have been noted and were resolved by the Management or
ensured to be rectified in future. Subject to the foregoing, in our opinion, the affairs of the Islamic Banking Division
have been carried out in accordance with the directives, regulations, instructions and guidelines related to Shariah
compliance issued by the SBP.

3. The Bank has a comprehensive mechanism in place to ensure Shariah compliance in their overall operations.

4. Bank has a well-defined system in place in the form of Shariah Compliance Review and Internal Shariah Audit to
ensure that the earnings realized from sources or means prohibited by Shariah are credited to charity account and
properly utilized for charitable purposes.

5. The allocation of funds, profit and loss distribution and pool management is in accordance with Shariah Rules &
Principles and Pool Management guidelines of SBP.

6. Learning and development unit of the Bank is actively pursuing the training and development of human capital on
Islamic Banking & Finance through various training programs to enhance the awareness of staff, Management and
BOD for the products and processes of the Bank and importance of Shariah compliance.

7. Shariah Board provided unhindered access of all required information along with adequate resources, enabling it to
discharge its duties effectively.

Recommendations from Shariah Board
Based on the above, we recommend that:

1. The efforts of Management and other support functions toward conversion are appreciated. However, to ensure
smooth conversion process, non-convertible financing portfolio should be identified and exit strategy should be
devised for the purpose.

2. Although pool management and profit distribution has been automated to a certain extent, the system needs to be
upgraded further to avoid errors due to human intervention.
3. Efforts should be enhanced towards the conversion of Agriculture finance.

And Allah Subhanahu-wa-Taa'la knows the Best

oAl

Mufti Muhammad Mohib ul Haqg Siddiqui

Chairman Shariah Board

Dr. Mufti Khalil Anmad Aazami Mufti Muhammad Abdullah
Shariah Board Member Resident Shariah Board Member

Dated: February 18, 2021 | 05 Rajab, 1442 A.H.
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Statement on Internal Controls

This statement is presented to comply with the instructions of the State Bank of Pakistan (SBP) issued vide BSD
Circular No. 07 dated May 27, 2004 “Guidelines on Internal Controls” and OSED Circular No. 01 of 2014 dated
February 07, 2014 “Instructions on Internal Controls over Financial Reporting (ICFR)”.

The Management of Faysal Bank Limited is responsible for establishing and maintaining adequate and effective
internal control system in the Bank.

The management of the Bank fully recognizes this responsibility and appreciates its value and significance.
Therefore, the Bank has designed Internal Control Program to provide reasonable assurance on reliability of
financial reporting, effectiveness of operations and compliance with applicable laws and regulations. Although,
the Internal Controls Program is effectively implemented and monitored, there are inherent limitations in
effectiveness of any system, including possibility of human error or system failure, circumvention and overriding of
controls. Even an effective internal control system can provide reasonable but not absolute assurance that the
system’s objective will be achieved.

Policies and procedures encompassing various business and operational areas are in place, updated and
communicated across all pertinent levels of the organization. The policies are approved by the Board of Directors
and the procedures are approved by the Senior Management. The Bank’s internal audit function monitors
compliance with these policies and procedures and regularly apprises the management and the Board on the
same through Board’s Audit and Corporate Governance Committee.

The management of the Bank has instituted an Internal Control and Monitoring Unit (ICMU) for conducting on-site
and off-site reviews of the processes in head office and branches. ICMU monitors and identifies gaps in day to
day operations and ensures prompt corrective actions. Further ICMU monitors compliance of policies approved
by the Board of Directors and procedures as approved by the senior management ensuring implementation of
sound control procedures to maintain a strong control environment.

The management takes remedial measures to address weaknesses identified by ICMU, internal and external
auditors. These remedial measures, which include improvements in internal controls to ensure non recurrence of
exceptions, are monitored by the Compliance Committee.

Additionally, the Bank has completed all stages of the ICFR roadmap issued by State Bank of Pakistan (SBP) vide
BSD Circular No. 05 dated February 24, 2009. The Bank has adopted the “COSO Internal Control Integrated
Framework” in relation to its internal control program in order to ensure consistency in the process of compliance
with SBP’s Internal Control Guidelines involving documentation, risk assessment, gap analysis, controls testing
and control weaknesses remediation. In the year 2017 State Bank of Pakistan granted exemption to the bank
from submission of Long Form Report through External Auditors. Furthermore, as per the instructions of State
Bank of Pakistan on the subject, Audit Committee of the Board will submit the annual assessment report on
efficacy of the ICFR to OSED for the year ended December 31, 2020 within regulatory timeline.
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The management is confident that through adoption of these measures, the Bank’s internal control environment is
maintained at a satisfactory level.

The Board of Directors endorses the above stated management evaluation of internal controls and ICFR program.

Yousaf Hussain
President & CEO

Karachi
Dated: February 18, 2021

Authorization of Financial Statements
by the Board of Directors

The financial statements for the year ended December 31, 2020 were authorised for issuance by the Board of
Directors of the Bank on February 18, 2021.
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Directors’ Report

Unconsolidated Financial Statements

On behalf of the Board of Directors, we are pleased to present the Directors’ Report of Faysal Bank Limited (“FBL” or “the
Bank”) along with Audited Financial Statements and the Auditors’ Report thereon for the year ended December 31, 2020.

Company Profile

FBL was incorporated in Pakistan on 3rd October 1994 as a public limited company and its shares are listed on the Pakistan
Stock Exchange. FBL offers a wide range of banking services to all customer segments, i.e. Retail, Small & Medium Sized
Enterprises, Commercial, Agri-based and Corporate.

The Bank’s footprint now spreads over 207 cities across the country with 576 branches. In line with FBL's strategy of
transforming itself into a full-fledged Islamic bank, 87% of its branches are now offering dedicated sharia-compliant banking
services.

Economic Update

The COVID-19 pandemic has led to a global crisis of unprecedented reach and proportion. While the global economic growth
contracted after almost 76 years, Pakistan suffered a similar fate with the real Gross Domestic Product (GDP) declining by
0.38% in FY20. Pakistan has since taken timely measures to mitigate the negative impact of pandemic. Despite considerable
recovery seen in domestic economic activity, Large Scale Manufacturing (LSM) in particular, which increased by 5.5% during
July-October FY 21, recent upsurge in infections and hospitalizations have once again created downside risks to the outlook.
As a result, in the latest edition of monetary policy meeting, the MPC decided to maintain the Policy rate at 7%. Even though
SBP maintains a GDP growth forecast between 1.5 - 2.5% for FY21, the World Bank has forecasted Pakistan’s economic
growth rate at 0.5%. With a persistently loose monetary policy, relaxation in lockdowns and multiple vaccine developments,
the KSE 100 Index has continued its bullish trend from 40,571 in the beginning of October 2020 to 43,755 by 31st December
2020.

On the external front, the current account deficit of USD 2.97 billion was posted during FY20. Since then the current account
has posted a surplus (USD 447 million) for five consecutive months. During July-November FY2021, as a result of increase in
remittances and exports by 28.4% and 8.3% respectively, the current account stood at a surplus of USD 1.6 billion (1.4% of
GDP), against a deficit of USD 1.7 billion (-1.6% of GDP) in the same period last year.

To help offset the financial headwinds sparked by the coronavirus pandemic, Pakistan was also able to secure a USD 1.7
billion debt relief agreement with 21 creditor countries under Debt Service Suspension Initiative (DSSI). Pakistan’s international
reserves climbed to USD 20.2 billion by the end of 2020 from USD 17.9 billion a year before. As per November ‘20 import
data, these reserves provided 2.9 months of imports coverage, which is slightly below the IMF’'s minimum 3 months
threshold. After the return of USD loan from a friendly country and future expected repayments, increasing external buffers
remains a challenging task.

While the overall fiscal deficit during July-October FY2021 stood at 1.7% of GDP (PKR 753 billion) against 1.4% of GDP (PKR
564 billion) in the comparable period last year, the primary balance posted a surplus of PKR 178 billion (0.4% of GDP) during
July-October FY2021 against the surplus of PKR 130 bilion (0.3% of GDP) in the same period last year. The FBR tax
collection surpassed the target of PKR 1,669 billion by PKR 19 billion during the first five months of current fiscal year — a
growth of 4% YoY.

The most pressing concern for Pakistan remains the energy sector, which has been in a vulnerable state for years. The
circular debt stood at PKR 2.2 trillion as of June’20. The Government of Pakistan has recently offered to offload net dues of
PKR 450 billion to Independent Power Producers (IPP’s) by paying one-third of the portion in cash and two-third in 10-year
floating rate PIB’s in three tranches.

While the world remains engulfed in weathering the pandemic, outbreak of the virus in Pakistan remains relatively under
control with only 0.22% of the total population being infected. Despite the onset of second wave, the daily infection rate
remains at half the rate witnessed during the peak of first wave. Moreover, the eventual vaccine deployment (targeted
2QCY21) is expected to keep the economic downside limited. Although Consumer Price Index (CPI) started its ascent from
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June 20 onwards, core inflation measured by Non-Food Non-Energy has remained moderately stable at an average of 5.5%
during 6BMFY21 compared with an average CPI of 8.6% during the same period. The SBP has on multiple occasions stated
that supply shocks which are causing inflationary readings to go up are temporary and transitory and thereby do not influence
monetary policy deliberations. Consequently, if the COVID-19 situation were to remain under control, higher inflationary
readings owing to rising aggregate demand can lead to monetary tightening cycle resuming once again.

Bank’s Performance

Awards & Recognition

Alhamdulillah the efforts put in by the Bank in improving customer experience and outreach over the years was recognized at
national and international level during 2020. Faysal Bank was awarded “Best Emerging Islamic Bank 2020” and “Excellence
Award for Transformation & Market Strategy” by Global Islamic Finance Awards (GIFA). These most coveted Global awards
recognize Islamic banks for their contribution and excellence in Islamic finance. FBL was also awarded the ‘Best Emerging
Bank 2020’ by the Pakistan Banking Awards, which are the definitive benchmark for banking excellence in the country.

Conversion to Islamic

Despite challenges posed by COVID-19, focus on growth of Islamic business and transformation of existing portfolio to
Islamic has, Alhamdulillah, remained steady, in line with the Bank’s strategy of conversion in a financially prudent manner.
Following its roadmap of Islamic network growth, the Bank opened 21 new Islamic branches and converted 65 branches
including 5 of its flagship branches. Faysal Bank, Masha’Allah, now has 500 Islamic branches comprising 87% of the Bank’s
network.

Development and training of human resources specialized in Islamic Banking has been another focus area. In this regard, the
Bank has engaged a leading academic institution for certification of its entire population, sponsored awards for Islamic
banking courses, introduced the ‘Agahi’ (Awareness) digital campaign for propagation of Islamic banking and engaged
renowned Shari’ah scholars for webinars to develop better understanding of Islamic banking practices amongst its customers
and staff.

Advertising campaigns focused on FBL's brand transformation to Islamic continued to build the image of the Bank as a
progressive and forward-looking trusted partner in Shari’ah compliant banking.

Insha’Allah, Faysal Bank during 2021 will continue its aggressive conversion to Islamic, building on the foundation of
yesteryears and leveraging on new developments, ensuring optimal balance between conversion and business growth
momentum for maximization of stakeholders’ value.

Project Financing & Syndication
Some of the significant project financing and syndication deals closed during the year are listed below:

- FBL acted as the Shariah Advisor of a bridge finance facility of PKR 28,310 million for the engineering, procurement,
construction, installation and commissioning of a 900 MW RLNG power plant being set up by the only vertically integrated
utility company in Pakistan.

« FBL acted as the Rupee Facility Agent in Syndicated Facility of ~PKR 19,559 million for setting up of 330MW Coal based
power project in Thar Sindh.

« As the Mandated Lead Advisor & Arranger, successfully advised and restructured the financing facilities and re-profiling of
debt amounting to PKR 8,067 million under SBP COVID-19 relief scheme for one of the largest dairy sector companies in
the country.
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e FBL acted as the Mandated Lead Advisor for the arrangement of Syndicated SBLC Facility of PKR 2,100 million to
partially cover 2 months coal price payments to supplier for one of the power projects under China Pakistan Economic
Corridor (CPEC).

« As the Mandated Lead Advisor and Arranger in the Syndicated Term Finance Facility of PKR 2,000 million in a
combination of Islamic and Conventional mode (under Temporary Economic Refinance Facility) of financing for its
requirements related to Balancing, Modernization and Replacement (“BMR”) related activities of a paper and board
manufacturing company.

» As the Mandated Lead Advisor & Arranger in the Syndicated Term Finance Facility of PKR 1,500 million in a combination
of Islamic and Conventional mode (under TERF) of financing for setting up of fruit processing plant in Pakistan’s best
citrus fruit producing area.

« FBL acted as the Mandated Lead Advisor and Arranger in the Islamic Financing Facility of PKR 1,500 million for the
construction, installation and commissioning of various vehicle assembly lines for one of the largest Chinese automobile
manufacturers operating in Pakistan.

» FBL acted as Mandated Lead Arranger and Shariah Advisor for the arrangement of working capital facilities of PKR 850
million each in a combination of Islamic and Conventional modes of finance for two 50MW wind power projects being
setup in Jhimpir, Thatta.

« FBL acted as the Mandated Lead Advisor in the Islamic Financing Facility of PKR 650 million for the construction,
procurement, installation and commissioning of 4MW solar project for one of the largest steel producers in Pakistan.

Retail Banking

« With a view to offering continued services and innovative products to our customers, Retail Banking launched various
initiatives during the year. Some of these are given below:

Liability Products

- FBL is one of the banks selected by SBP to launch Overseas Pakistani Savings Schemes. Overseas Pakistanis can
digitally open and operate a Non-resident Rupee Accounts and Foreign Currency (FCY) accounts from abroad. This
facility is available through DigiBank Internet and Mobile Banking Application.

Consumer Finance

« FBL introduced various innovative solutions for its consumer finance customers to facilitate them during the pandemic.
These included early repricing of term facilities to pass on the benefit of reduced KIBOR, first year payment holiday, free
life takaful coverage on auto financing for doctors and paramedics, higher credit card rewards on grocery and utility bills,
offering attractive discounts on dining and lifestyle spending and facilitating conversion of transactions on installment
plans etc.

« Faysal Tabeer was launched under low cost housing scheme supported by the Government of Pakistan and the State
Bank of Pakistan offering Housing Finance facility at affordable rates to meet customer residential needs.

« Faysal Bank has entered in a strategic alliance with Zameen.com, Pakistan’s largest real estate online portal to provide
free real estate advisory to Faysal Home Finance and low-cost housing customers ensuring smooth processing and a
complete home finance solution.
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Digital Banking Initiatives

Digital Banking Group is actively working to offer innovative solutions to its customers to digitize their everyday banking
needs. To this effect, a Mobile App and a new Internet banking platform under the brand name ‘DigiBank’ were launched in
2020. In addition to this, existing digital channels such as SMS alerts, ATMs and E-Statements were consolidated within a
single structure evolving it into a complete business unit.

FBL Digital Banking also enjoys a lead position in the market with respect to offering customized solutions for the growing
Fintech and Digital Startup ecosystem in the country. Capitalizing on FBL's existing expertise of digital settlement for 1Link,
Mastercard, Visa and others; customized solutions for the SBP licensed Electronic Money Issuers (EMls) were also
introduced, making FBL the lead bank to provide banking services to them.

Human Resource

Faysal Bank believes that committed employees are the key to success in building a sustainable, progressive and productive
organization. The Bank provides a culture of leadership excellence, innovation and customer centricity with equal opportunity
for learning, inculcating of corporate values and promoting diversity & inclusion in the workplace, while maintaining
sustainability and service excellence.

During 2020 a significant milestone was implementation of a new Human Resource Management System resulting in
optimization of HR processes and a one-stop solution for all employees’ HR needs.

Diversity and Inclusion

Faysal Bank is committed to fostering and preserving a culture of diversity and inclusion. D&l is one of the most
imminent and impactful strategic long-term objectives and adherence to equal opportunity, non-discrimination and
anti-harassment are integral components of the Bank’s HR Policy.

The Bank inducted two batches of visually impaired individuals at its Contact Centre. Through this initiative, Faysal
Bank has been able to double its hiring of differently abled people in 2020. Faysal Bank has exceeded female
participation ratio in all financial sessions, as part of our financial inclusion initiative under ‘National Financial Literacy
Program’ in collaboration with SBP, which makes us one of the few banks achieving this target. The Bank has also
launched an in-house platform, ‘Faysal Women Connect (Internal Lean in Circle)’, offering support to female
employees from senior role models in the Bank.

Environmental Stewardship

The Bank has developed a comprehensive ‘Green Banking Policy’. The objective of this policy is to inculcate environmental
consciousness in the employees of the Bank and its client base. The Policy includes:

« Extending financing facilities to the customers based on Environmental Risk Management framework.
« Guidelines on adopting environment friendly policies and practices in the Bank.
» Raising awareness among the customers about importance of environment friendly practices.

In order to conduct risk categorization of its borrowing customers and gauge environmental impact of lending operations,
the Bank has implemented Environmental Risk Rating (ERR) model. To inculcate environmental consciousness, a training
module has been incorporated in the orientation pack of new employees which explains concept of Green Banking, key
pillars of Faysal Bank’s Green Banking Policy and imparts awareness on the environmental issues. Regular virtual trainings
are conducted for the new employees. In addition, screensavers are deployed on periodic basis to reinforce importance of
energy conservation & efficiency.
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Faysal Bank is working to promote paperless environment by introducing an array of Digital Banking Services which will
continue to help the Bank in reducing paper consumption and improved energy conservation. The Bank is actively
promoting the subscription of e-statements, online banking transactions through utilization of Faysal DigiBank - Internet
Banking, Mobile Application and Virtual Card to execute transactions.

Energy efficiency is kept at the core of decision making while shortlisting vendors/equipment and maintenance activities. All
the new equipment being procured for branches are energy star compliant. The Bank is working on replacing conventional
lighting with LED technology while air conditioners using conventional technology were replaced with inverters to improve
energy consumption and efficiency. In addition to this, comprehensive plan is being adopted to certify all bank vehicles and
generators for emission control which will contribute in reduction of carbon footprint.

Corporate Social Responsibility (“CSR”)

Health, diversity and social inclusion are at the heart of Faysal Bank’s corporate social responsibility mission. FBL makes
regular donations to Wagf Faisal — a registered Non-Profit Organization (NPO) — to take the lead in ensuring timely care for
the less fortunate and overall well-being of the society. Wagf Faisal reaches out to well reputed NPOs engaged in education,
social welfare and health care sectors to play a part in developing a more inclusive and equitable society. Faysal Bank was
the lead sponsor of the ‘6th Special Olympics Pakistan Unified Marathon 2020” and ‘Cycling Competition for Differently
Abled People’.

Financial Highlights:

(Rs in million)

Key Balance Sheet Numbers December ‘20 December ‘19 Growth%
Investment 276,930 204,069 35.7%
Financing 318,180 309,573 2.8%
Total Assets 709,958 629,853 12.7%
Deposits 540,636 457,789 18.1%
Profit & Loss Account

Total Revenue 32,765 28,291 15.8%
Non Mark-up Expenses 19,740 17,333 13.9%
Profit before tax and provisions 18,025 10,958 18.9%
Net Provisions 2,254 766 194.3%
Profit before taxation 10,770 10,192 5.7%
Taxation 4,260 4,151 2.6%
Profit after taxation 6,511 6,041 7.8%
Earnings per share (Rupees) 4.29 3.98 0.31

Total revenue of the Bank for the year ended December 31, 2020 has shown strong growth of 15.8% over the previous year.
This growth was achieved in the face of far reaching adverse economic impact that the Country has experienced due to
COVID-19. The growth is attributable mainly to increase in net mark-up income due to low cost deposit mobilization strategy
and higher non mark-up income. Despite sharp policy rate cut of 625 bps, Bank’s net mark-up income increased by 16.2%
during the year.

The general slowdown in economy owing to the country-wide lock down during the second quarter '20 led to a decline of
6.1% in fee and commission revenue. Further foreign exchange income was also lower by PKR 663 million or 24.1% due to
the relative USD/PKR parity stability during 2020. However, higher gains on government and equity securities of Rs. 2,276
million led to increase in total non mark-up income by PKR 1,061 million or 14.8% over 2019.
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As a result of full year cost impact of 100 branches opened during 2019 and 21 branches added during 2020 alongwtih
inflation and COVID-19 related costs, operating expenses have increased by 13.7%.

Net provisions for the year under review reflected charge of PKR 2,254 million as compared to PKR 766 million previous
year. The additional charge reflects prudent approach of the Bank in managing credit risk through these difficult times. Non-
Performing Advances (NPA) ratio has improved to 7.7% as compared to 9.1% in December '19.

Despite very challenging economic and business environment during the year, the Bank was able to generate growth of
7.8% in profit after tax over the previous year. Earnings per share improved to Rs. 4.29 per share from 3.98 per share.

On the balance sheet side, deposits grew by 18.1% to PKR 541 billion. The Bank focused on reducing cost of deposit
during the year and saw significant growth in current and low-cost savings deposits. As a result, current deposit ratio in total
deposits increased from 32.9% to 35.3%. The Bank has a reasonable Advances to Deposit Ratio (ADR) and keeping in view
current economic uncertainties remained cautious on lending side. As a result, the advances of the Bank showed modest
growth of 2.8% to PKR 318 billion as compared to December '19. The liquidity generated from deposits was invested in
government securities, resulting in healthy growth of 35.7% in investments. Total assets increased to PKR 710 billion
translating in growth of 12.7% as compared to December ’19.

Appropriations

The directors in their meeting held on February 18, 2021 have proposed cash dividend of Nil% (2019: Nil%) and bonus
share @ Nil% i.e. Nil million shares (bonus share 2019: Nil%), in respect of year ended December 31, 2020.

Outlook

The rise in number of people testing positive for COVID-19 during the second wave has largely remained under control in the
Country. The Drug Regulatory Authority of Pakistan has already approved emergency use of three different vaccines and
administration of these vaccines is expected to start soon. This augurs well for further expansion of economic activities.
While the current level of interest rate will support revival of economic activities, the Bank’s net markup income is likely to be
affected, going forward. The Bank will continue to focus on low cost deposit mobilization and retention to safeguard
margins. Further, focus on cost control measures will continue in order to preserve and improve profitability.

The next couple of quarters are important in terms of monitoring asset quality. As mentioned above, Risk Management
teams are actively engaged with the respective businesses to identify and manage risks in this regard. Prudent capital
management has enabled your Bank to maintain a strong Capital Adequacy Ratio of 18.67% which is well above the
regulatory requirement of 11.5%. This will hold the Bank in good stead in effectively managing operations, going forward.
FBL will continue to invest in network expansion and work towards improving efficiencies to enhance deposit growth and
customer service quality. Alongside investment in branch infrastructure, the Bank is focused on providing innovative digital
services and will continue to invest in new technologies to improve FBL’s digital offerings.

Alhamdulillah, FBL is creating history by undertaking one of the largest global conversions of a Conventional Bank into an
Islamic Bank. By the end of 2021, FBL is targeting over 95% of its branch network to be Islamic.

Corporate Governance
The Bank is fully compliant with the requirements of the Listed Companies (Code of Corporate Governance) Regulations,

2019 (hereinafter called ‘the Code’). As per requirement of Regulation 36, a Statement of Compliance with the Code along
with the auditor’s review report thereon forms part of this Annual Report.

The Board of Directors

Bank’s Board comprises of a mix of individuals representing shareholding institution, independent directors and President &
CEO of the Bank. All the directors of the Board meet the eligibility criteria laid down under the Companies Act, 2017, the
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Code and the Prudential Regulations issued by the State Bank of Pakistan. Directors are elected for a period of three years,
upon expiry of which elections are held to appoint a new Board in accordance with the law. Any causal vacancy is filled in as
per a well-defined procedure approved by the Board in accordance with the Law.

The total number of the Directors are eleven as per the following details.

Gender Number
Male 10
Female 01

The Board of Directors comprises of the following Members:

Category Name
Independent Directors Mian Muhammad Younis
Mr. Ali Munir

Ms. Fatima Asad Khan
Mr. Mohsin Tariq

Non-Executive Directors Mr. Faroog Rahmatullah Khan (Chairman)
Mr. Ahmed Abulrahim Mohamed Abulla Bucheery (Vice Chairman)
Mr. Juma Hasan Ali Abul
Mr. Imtiaz Ahmad Pervez
Mr. Abdulelah Ebrahim Mohamed AlQasimi
Mr. Abdulla Abdulaziz Ali Taleb

Executive Director Mr. Yousaf Hussain (President & CEQO)

Committees of the Board:
The details of the Board Committee and the names of their members are given below:
Audit and Corporate Governance Committee

Board Audit and Corporate Governance Committee comprises of four members having extensive financial management
experience. The Chairman of the committee is an independent director. The Committee comprises of the following Board

members:

S. No. Name Status

1 Mian Muhammad Younis Chairman
2 Mr. Ahmed Abdulrahim Mohamed Abdulla Bucheery Member
3 Mr. Juma Hasan Ali Abul Member
4 Mr. Ali Munir Member

Risk Management Committee

Board Risk Management Committee is responsible to ensure that all the risks and uncertainties are adequately managed by
the Bank. The Committee comprises of four members having rich experience in banking and risk management. The
Chairman of the committee is a non-executive director. The Committee comprises of the following Board members:
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S. No. Name Status

1 Mr. Imtiaz Ahmad Pervez Chairman
2 Mr. Abdulelah Ebrahim Mohamed AlQasimi Member
3 Mr. Abdulla Abdulaziz Ali Taleb Member
4 Mr. Yousaf Hussain Member

Recruitment, Nomination and Remuneration Committee

Board’s Recruitment, Nomination and Remuneration Committee reviews the human resource structure of the Bank and
ensures that the human resource strategy is aligned with overall strategy of the Bank. The committee comprises of five
members having diversified experience. The Chairman of the Committee is a Non-Executive Director. The Committee
comprises of the following Board members:

S. No. Name Status

1 Mr. Ahmed Abulrahim Mohamed Abulla Bucheery Chairman
2 Mr. Juma Hasan Ali Abul Member
3 Mian Muhammad Younis Member
4 Mr. Ali Munir Member
5 Ms. Fatima Asad Khan Member
Strategy Committee

The Board’s Strategy Committee helps the Board and the management in setting up the strategic direction of the Bank and
monitors the implementation of the Board’s approved strategies. The Committee comprises of six members and is chaired
by a Non-Executive Director who is also the Chairman of the Board. The Committee comprises of the following Board
members:

S. No. Name Status

1 Mr. Farooq Rahmatullah Khan Chairman
2 Mr. Ahmed Abulrahim Mohamed Abulla Bucheery Member
3 Mr. Juma Hasan Ali Abul Member
4 Ms. Fatima Asad Khan Member
5 Mr. Mohsin Tariq Member
6 Mr. Yousaf Hussain Member

IT Committee

The Board’s IT Committee is responsible to ensure that the Bank has a reliable, efficient and secure IT infrastructure to
service its customers and efficiently carry out its operations. The Committee has five members and its chairman is an
independent director. The Committee comprises of the following Board members:

S. No. Name Status

1 Mr. Ali Munir Chairman
2 Mr. Abdulelah Ebrahim Mohamed AlQasimi Member
3 Mr. Abdulla Abdulaziz Ali Taleb Member
4 Mr. Mohsin Tariq Member
4 Mr. Yousaf Hussain Member

Performance Evaluation of Board of Directors
In line with the best practices of the corporate governance, FBL's Board since 2012 has conducted self-evaluation exercise

on an annual basis by engaging Pakistan Institute of Corporate Governance (PICG), as an external facilitator, which is the
lead on Corporate Governance and has a team of consultants to conduct board evaluations for companies and banks. SBP
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Guidelines on Performance Evaluation of Board of Directors were implemented in August 2016 and subsequently, FBL's
Board in compliance thereof has conducted its self-evaluation every year including for the year 2020 by engaging PICG. The
evaluation covered various aspects of the performance of the Board including but not limited to: Board’s role, Committees’
performance, Training, Strategy, Risk Management, and Board Meetings. The evaluation covered:

» The Board as a whole
 Individual Directors (Independent, Non-Executive and CEO)
« Board Committees

The evaluation was carried out using quantitative method, based on subjective assessment, and was conducted via
questionnaires developed by the consultants in conformance with the State Bank of Pakistan’s Guidelines on Performance
Evaluation of Board of Directors. The quantitative technique has the advantage of being specific and measurable.
Measurement scale used in FBL's Board evaluation is the summated rating on a scale of 1-10 depending on how strongly
they agree or disagree with a given statement. The use of this method ensures specific and measurable data that can be
benchmarked over time.

Remuneration Policy

Disclosures relating to Remuneration Policy as required under BPRD Circular 1 of 2017 dated January 25, 2017 are included
separately in this Annual Report.

Risk Management Framework

Risk Management Group (RMG) is organized under the Chief Risk Officer (“CRO”). CRO has been authorized by the Board
of Directors (BoD) to implement a Risk Management Framework across the Bank. Risk Management Framework covering
major risks and uncertainties faced by the Bank and how these are managed is elaborated in Note 45 of the Financial
Statements.

Statement of Internal Control

The Board of Directors fully recognize its responsibility to ensure that a system of sound internal controls is established,
which is fully implemented and maintained at all levels within the Bank. The Board is pleased to endorse the statement made
by the management relating to internal controls. The system of internal controls is sound in design and has been effectively
implemented and monitored. The management’s statement on internal controls is included in this Annual Report.

Pattern of Shareholding

The pattern of shareholding and categories of shareholders of the Bank as at December 31, 2020 is separately presented in
this Annual Report.

Credit Rating:

VIS Credit Rating Company Limited (VIS) and Pakistan Credit Rating Agency Limited (PACRA) have re-affirmed the following
entity ratings:

Long-Term AA
Short-Term Al

Stable outlook has been assigned to the ratings by both the rating agencies.
Definitions of VIS for the assigned ratings are reproduced below:

“AA: High credit quality. Protection factors are strong. Risk is modest but may vary slightly from time to time because of
economic conditions.
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Al1+: The Highest certainty of timely payment. Short term liquidity including internal operating factors and/or access to
alternative sources of funds; is outstanding and safety is just below risk-free Government of Pakistan’s short-term
obligations.”

Definitions of PACRA for the assigned ratings are reproduced below:

“AA: Very high credit quality. “AA” rating denotes a very low expectation of credit risk. It indicates very strong capacity for
timely payment of financial commitments. This capacity is not significantly vulnerable to foreseeable events.

A1+: Obligations supported by the highest capacity for timely repayment.”

Holding Company

lthmaar Bank B.S.C (closed), a banking entity regulated by the Central Bank of Bahrain is the parent company holding
directly and indirectly, 66.78% (2019: 66.78%) of the shareholding in the Bank. Ithmaar Bank B.S.C. (closed) is a wholly
owned subsidiary of Ithmaar Holdings B.S.C. and Dar Al-Maal Al-Islami Trust (DMIT) is the holding company of Ithmaar
Holding B.S.C. and is the ultimate parent of the Bank. DMIT was formed by indenture under the laws of the Commonwealth
of The Bahamas for the purpose of conducting business affairs in conformity with Islamic law, principles and tradition.

Auditors

The present auditors, A F Ferguson & Co., Chartered Accountants, will retire on the date of next Annual General Meeting
and are eligible for re-appointment. The Board’s Audit and Corporate Governance Committee in its meeting held on
February 17, 2021 has recommended appointment of A. F. Ferguson & Co, Chartered Accountants, as the auditor of the
Bank for the year 2021. The Board of Directors endorses the recommendation of the Audit Committee and recommends to
the shareholders the appointment of A. F. Ferguson & Co., Chartered Accountants, as the auditors of the Bank for the
financial year 2021.

Subsequent Events

No material changes or commitments affecting the financial position of the Bank have occurred between the end of the
financial year of the Bank and the date of this report, other than disclosed in financial statements.

Acknowledgement

On behalf of the Board & Management of the Bank, we would like to take this opportunity to thank the shareholders and
valued customers for the trust they have reposed in the Bank. We are also grateful to the State Bank of Pakistan and
Securities and Exchange Commission of Pakistan for their continued support and guidance. We would also like to express
sincere appreciation for the Shariah Board for their guidance and employees of the Bank for their dedication and hard work.

Approval

In compliance with the requirement of the Companies Act, 2017, this Directors’ Report with the recommendation of the
Board Audit and Corporate Governance Committee has been approved by the Directors in their meeting held on February
18, 2021 and signed by the Chief Executive Officer and a Director.

—
g

President & CEO Chairman / Director

Karachi
Dated: February 18, 2021
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Independent Auditor's Report

To the members of Faysal Bank Limited
Report on the Audit of the Unconsolidated Financial Statements

Opinion

We have audited the annexed unconsolidated financial statements of Faysal Bank Limited (the Bank), which comprise the
unconsolidated statement of financial position as at December 31, 2020, and the unconsolidated profit and loss account, the
unconsolidated statement of comprehensive income, the unconsolidated statement of changes in equity and the
unconsolidated cash flow statement for the year then ended, along with unaudited certified returns received from the
branches except for 40 branches which have been audited by us and notes to the unconsolidated financial statements,
including a summary of significant accounting policies and other explanatory information 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 the
audit.

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, the unconsolidated statement of comprehensive income,
unconsolidated statement of changes in equity and unconsolidated cash flow statement together with the notes forming part
thereof conform with the accounting and reporting standards as applicable in Pakistan, and, give the information required by
the Banking Companies Ordinance, 1962 and the Companies Act, 2017 (XIX of 2017), in the manner so required and
respectively give a true and fair view of the state of the Bank’s affairs as at December 31, 2020 and of the profit and other
comprehensive loss, the changes in equity and its cash flows for the year then ended.

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
Unconsolidated Financial Statements section of our report. We are independent of the Bank 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
unconsolidated financial statements of the current period. These matters were addressed in the context of our audit of the
unconsolidated financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate
opinion on these matters.

Following is the Key Audit Matter:
S.No. Key Audit Matter How the matter was addressed in our audit

1 Provision against advances:

(Refer notes 6.5 & 11.4 to the unconsolidated
financial statements).
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S.No.

Key Audit Matter

The Bank makes provision against advances on a
time-based criteria that involves ensuring that all
non-performing  advances are classified in
accordance with the ageing criteria specified in the
Prudential Regulations (PRs) issued by the State
Bank of Pakistan (SBP).

In addition to the above time-based criteria, the PRs
require a subjective evaluation of the credit
worthiness of borrowers to determine the
classification of advances.

The PRs also require the creation of general provision
for certain categories of advances.

Further, during the year, several borrowers have
availed the SBP enabled deferment, restructuring
and rescheduling relief given as a result of COVID-19
pandemic. The Bank expects that the repayment
capacity of several borrowers could be impacted due
to the pandemic and has accordingly recognised an
additional general provision against the funded
performing credit portfolio. The provision has been
recognised based on the management’s best
estimate.

The Bank has recognised a net provision against
advances amounting to Rs. 2,278.629 million in the
unconsolidated profit and loss account in the current
year. As at December 31, 2020, the Bank holds a
provision of Rs. 21,565.408 milion against
advances.

The determination of provision against advances
based on the above criteria remains a significant area
of judgment and estimation. Because of the
significance of the impact of these judgments /
estimations and the materiality of advances relative
to the overall unconsolidated financial statements of
the Bank, we considered the area of provision
against advances as a key audit matter.

Ak FERGUSOMN&CO,

How the matter was addressed in our audit

Our audit procedures to verify provision against
advances included, amongst others, the following:

We obtained an understanding of the design and
tested the operating effectiveness of the relevant
controls established by the Bank to identify loss
events and for determining the extent of provisioning
required against non-performing advances.

The testing of controls included testing of:

« controls over correct classification of non-
performing advances on time-based criteria;

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

- controls over accurate
recording of provisions; and

computation and

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

We selected a sample of loan accounts and
performed the following substantive procedures:

« checked repayments of loans / mark-up
installments and tested classification of non-
performing advances based on the number of
days overdue; and

« evaluated the management’s assessment for
classification of a borrower’s loan facilities as
performing or non-performing based on review of
repayment  pattern, inspection of  credit
documentation,  discussions  with  the
management and the  management’s
consideration of the impact of COVID-19 on the
borrower.

We checked the accuracy of specific provision made
against non-performing advances and of general
provision made against performing advances as per
the requirements of PRs by recomputing the
provision amount in accordance with the criteria
prescribed under the PRs. We also checked that the
general provision made against performing advances
due to the pandemic is in accordance with the
criteria defined by the Bank.
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Information Other than the Unconsolidated and Consolidated Financial Statements and Auditor’s Reports
Thereon

Management is responsible for the other information. The other information comprises the information included in the Annual
Report, but does not include the unconsolidated and consolidated financial statements and our auditor’s reports thereon.

Our opinion on the unconsolidated 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 unconsolidated financial statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially inconsistent with the unconsolidated 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 Unconsolidated Financial Statements

Management is responsible for the preparation and fair presentation of the unconsolidated 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 unconsolidated financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the unconsolidated financial statements, management is responsible for assessing the Bank’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 Bank or to cease operations, or has no realistic alternative but
to do so.

The Board of Directors is responsible for overseeing the Bank’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Unconsolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the unconsolidated 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 unconsolidated 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:

< |dentify and assess the risks of material misstatement of the unconsolidated 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 Bank’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 Bank’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 unconsolidated 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 Bank to cease to continue as a going concern.

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

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 to 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 unconsolidated financial statements of the current period 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.
Report on Other Legal and Regulatory Requirements

1. Based on our audit, we further report that in our opinion:

a) proper books of account have been kept by the Bank as required by the Companies Act, 2017 (XIX of 2017) and
the returns referred above from the branches have been found adequate for the purpose of our audit;

b) the unconsolidated statement of financial position, the unconsolidated profit and loss account, the unconsolidated
statement of comprehensive income, unconsolidated statement of changes in equity and unconsolidated cash
flow statement together with the notes thereon have been drawn up in conformity with the Banking Companies
Ordinance, 1962 and the Companies Act, 2017 (XIX of 2017) and are in agreement with the books of account and
returns;

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

d) Zakat deductible at source under the Zakat and Ushr Ordinance, 1980 XVIII of 1980), was deducted by the Bank
and deposited in the Central Zakat Fund established under section 7 of that Ordinance.

2. We confirm that for the purpose of our audit we have covered more than sixty percent of the total loans and advances
of the Bank.

The engagement partner on the audit resulting in this independent auditor’s report is Mr. Noman Abbas Sheikh.

Apgosee

A. F. Ferguson & Co.
Chartered Accountants
Karachi

Dated: March 2, 2021
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Unconsolidated Statement of Financial Position

As at December 31, 2020

Note 2020 2019
————————————— Rupees '000------------

ASSETS
Cash and balances with treasury banks 7 59,881,289 60,368,417
Balances with other banks 8 2,878,547 2,835,570
Lendings to financial institutions 9 2,985,000 -
Investments 10 276,929,792 204,068,952
Advances 11 318,179,878 309,573,002
Fixed assets 12 24,038,885 24,183,424
Intangible assets 13 1,540,779 1,487,541
Deferred tax assets 18 - -
Other assets 14 23,523,784 27,335,751

709,957,954 629,852,657
LIABILITIES
Bills payable 15 13,543,270 8,356,460
Borrowings 16 58,446,516 72,746,795
Deposits and other accounts 17 540,635,833 457,789,109
Liabilities against assets subject to finance lease = -
Subordinated debt = -
Deferred tax liabilities 18 1,591,769 2,763,998
Other liabilities 19 35,633,134 32,932,422

649,850,522 574,588,784
NET ASSETS 60,107,432 55,263,873
REPRESENTED BY
Share capital 20 15,176,965 15,176,965
Reserves 11,032,647 9,830,958
Surplus on revaluation of assets - net 21 9,027,473 10,748,080
Unappropriated profit 24,870,347 19,507,870

60,107,432 55,263,873

CONTINGENCIES AND COMMITMENTS 22

The annexed notes 1 to 47 and annexures | and Il form an integral part of these unconsolidated financial statements.

YV N N S -

President & CEO Chief Financial Officer W

Chairman Director
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Unconsolidated Profit and Loss Account

For the year ended December 31, 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 from derivatives

Gain / (loss) 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

Basic / diluted earnings per share

Note

24
25

26

27
28

29

30

31

32

33

2020 2019
————————————— Rupees '000------------
55,922,010 58,398,138
31,387,944 37,278,033
24,534,066 21,120,105
3,861,270 4,112,625
378,285 424,246
2,098,354 2,756,432
48,201 175,652
1,697,044 (579,429)
152,889 280,939
8,231,043 7,170,465
32,765,109 28,290,570
19,401,299 17,067,653
225,182 232,722
113,970 32,507
19,740,451 17,332,882
13,024,658 10,957,688
2,254,301 765,998
10,770,357 10,191,690
4,259,852 4,151,058
6,510,505 6,040,632
————————————————— Rupees ---------------
4.29 3.98

The annexed notes 1 to 47 and annexures | and Il form an integral part of these unconsolidated financial statements.

YV N N S -

President & CEO Chief Financial Officer

Chairman

Director
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Unconsolidated Statement of Comprehensive Income

For the year ended December 31, 2020

2020 2019
————————————— Rupees '000------------

Profit after taxation for the year 6,510,505 6,040,632
Other comprehensive income / (loss)
Items that may be reclassified to the profit and loss account in

subsequent periods:

- Movement in surplus on revaluation of investments - net of tax (1,605,190) 3,819,861
Items that will not be reclassified to the profit and loss account in

subsequent periods:

- Remeasurement gain on defined benefit obligations - net of tax 38,656 56,094

- Movement in surplus on revaluation of operating fixed assets - net of tax - 1,708,993

- Movement in surplus on revaluation of non-banking assets - net of tax - 295,854

38,656 2,060,941

Total comprehensive income 4,943,971 11,921,434

The annexed notes 1 to 47 and annexures | and Il form an integral part of these unconsolidated financial statements.

YV N N S -

President & CEO Chief Financial Officer Chairman W Director
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Unconsolidated Statement of Changes in Equity

For the year ended December 31, 2020

Balance as at January 1, 2019
Profit after taxation for the year

Other comprehensive income - net of tax
Total comprehensive income

Transfer to statutory reserve

Transfer from surplus on revaluation of fixed
assets to unappropriated profit - net of tax

Transfer from surplus on revaluation of
non-banking assets - net of tax

Amortisation of intangible assets - customer
relationship - net of tax

Balance as at December 31, 2019
Profit after taxation for the year

Other comprehensive loss - net of tax
Total comprehensive (loss) / income
Transfer to statutory reserve

Transfer from surplus on revaluation of fixed
assets to unappropriated profit - net of tax

Amortisation of intangible assets - customer
relationship - net of tax

Balance as at December 31, 2020

Reserves Surplus / (deficit)
Capital reserves on revaluation of
Non-distri
buta.ble Fixed Unappro-
Share capital | Reserve .
K .. Statutory assets / priated Total
capital Share reserve | arising on Total Invest- .
. reserve non- Total profit
premium | (NCR) - amal- ments .
) . banking
gain on | gamation
. assets
bargain
purchase
Rupees '000
15,176,965 10,131 632,006 23952 8,112,819 8,778,908  (435946) 5529613 5,093,667 14,448,975 43,498,515
- - - - - - - - - 6,040,632 6,040,632
- - - - - - 3,819,861 2,004,847  53824,708 56,094 5,880,802
R - - - - - 3,819,861 2,004,847 5824708 6,096,726 11,921,434
- - - - 1,208,126 1,208,126 - - - (1,208,126) -
- - - - - - - (76,473)  (76,473) 76,473 -
- - - - - - - (93,822)  (93,822) 93,822 -
- - (156,076) - - (156,076) - - - - (156,076)
15,176,965 10,131 475,930 23,952 9,320,945 9,830,958 3,383915 7,364,165 10,748,080 19,507,870 55,263,873
- - - - - - - - - 6,510,505 6,510,505
e o ° c s - (1,605,190) - (1,605190) 38,656 (1,566,534)
- - - - - - (1,605,190) - (1,605,190) 6,549,161 4,943,971
- - - - 1,302,101 1,302,101 - - - (1,302,101) -
° > S ® 5 S > (115417)  (115417) 115417 5
- - (100,412) - - (100,412) - - - - (100,412)
15,176,965 10,131 375,518 23,952 10,623,046 11,032,647 1,778,725 7,248,748 9,027,473 24,870,347 60,107,432

The annexed notes 1 to 47 and annexures | and Il form an integral part of these unconsolidated financial statements.

Mo M | e g

President & CEO

Chief Financial Officer

Chairman

Director

Annual Report 2020 | 199



Unconsolidated Cash Flow Statement

For the year ended December 31, 2020

Note 2020 2019
————————————— Rupees '000------------
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation 10,770,357 10,191,690
Less: dividend income (378,285) (424,246)
10,392,072 9,767,444
Adjustments:
Depreciation on owned fixed assets 12.2 1,306,017 1,019,367
Amortisation of intangible assets 13.2 187,399 142,147
Depreciation on right-of-use assets 12.2 1,451,404 1,404,771
Depreciation on non-banking assets 14.11 5,890 11,707
Workers Welfare Fund 225,182 232,722
Provision against loans and advances - net 31 2,278,629 568,451
(Reversal of provision) / provision for diminution in value of investments - net 31 (71,993) 307,614
Provision / (reversal of provision) against other assets 31 78,741 (5,388)
Provision / (reversal of provision) against off balance sheet obligations 31 13,893 (11,562)
Unrealised loss / (gain) on securities - held for trading - net 27 584 (12,069)
Gain on sale of fixed assets - net 28 (21,181) (9,749)
Gain on sale of non-banking assets - net 28 - (10,716)
Charge for defined benefit plan 29.2 210,122 177,503
Income from derivative contracts - net (48,201) (175,652)
Mark-up / return / interest expensed - lease liability against right-of-use assets 25 862,115 977,129
Bad debts written off directly 31 19,231 12,430
Gain on lease modifications 28 (26,271) -
6,466,561 4,628,705
16,858,633 14,396,149
Decrease / (increase) in operating assets
Lendings to financial institutions (2,985,000) 2,997,486
Held-for-trading securities 24,539,763 568,730
Advances (10,904,736) (13,746,022)
Others assets (excluding advance taxation) 1,205,376 (939,610)
11,855,403 (11,119,416)
Increase / (decrease) in operating liabilities
Bills Payable 5,186,810 (15,187,065)
Borrowings from financial institutions (15,494,888) (25,902,222)
Deposits 82,846,724 48,405,307
Other liabilities (excluding current taxation) 2,536,834 (560,113)
75,075,480 6,755,907
Income tax paid (1,920,266) (3,380,364)
Contribution to gratuity fund 36.6 (829,771) (84,583)
Net generated from operating activities 101,539,479 6,567,693
CASH FLOWS FROM INVESTING ACTIVITIES
Net (investment) / divestment in available for sale securities (101,345,231) 12,851,593
Investment in associates (200,000) -
Investment in subsidiary (500,000) -
Net divestment in held to maturity securities 2,084,578 2,630,928
Dividends received 369,001 424,246
Investment in operating fixed assets (1,392,702) (2,496,777)
Investment in intangible assets (405,247) (490,060)
Proceeds from sale of fixed assets 43,008 12,962
Proceeds from sale of non-banking assets - 191,073
Net cash (used in) / generated from investing activities (101,346,593) 13,123,965
CASH FLOWS FROM FINANCING ACTIVITIES
Payment of lease liability against right-of-use assets (1,830,867) (1,806,111)
Dividend paid (779) (244)
Net cash used in financing activities (1,831,646) (1,806,355)
(Decrease) / increase in cash and cash equivalents during the year (1,638,760) 17,885,303
Cash and cash equivalents at the beginning of the year 34 62,765,265 44,879,962
Cash and cash equivalents at the end of the year 34 61,126,505 62,765,265
The annexed notes 1 to 47 and annexures | and Il form an integral part of these unconsolidated financial statements.
— P
President & CEO Chief Financial Officer Chairman Director
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Notes to and forming part of the
Unconsolidated Financial Statements

For the year ended December 31, 2020

1 STATUS AND NATURE OF BUSINESS

1.1 Faysal Bank Limited (the Bank) was incorporated in Pakistan on October 3, 1994 as a public limited company under
the provisions of the repealed Companies Ordinance, 1984 (now Companies Act, 2017). Its shares are listed on the
Pakistan Stock Exchange Limited. The Bank is mainly engaged in Conventional and Islamic Corporate, Commercial
and Consumer banking activities. The Bank is operating through 575 branches (December 31, 2019: 554 branches)
and 1 sub-branch (December 31, 2019: 1). Out of these, 500 (December 31, 2019: 414) are Islamic banking branches
and 76 (December 31, 2019: 141) are conventional.

The Registered Office of the Bank is located at Faysal House, ST-02, Shahra-e-Faisal, Karachi.

lthmaar Bank B.S.C (closed), a fully owned subsidiary of Ithmaar Holdings B.S.C is the parent company of the Bank,
holding directly and indirectly 66.78% (2019: 66.78%) of the shareholding of the Bank. Dar Al-Maal Al-Islami Trust
(DMIT), (ultimate parent of the Bank) is the holding company of Ithmaar Holdings B.S.C.

1.2 The Pakistan Credit Rating Agency Limited (PACRA) and VIS Credit Rating Company Limited have determined the
Bank's long-term rating as 'AA' (December 31, 2019: 'AA") and the short term rating as 'A1+' (December 31, 2019:
'‘A1+") on June 26, 2020 and June 29, 2020 respectively.

2 BASIS OF PRESENTATION

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

2.2 The financial results of the Islamic banking branches have been consolidated in these unconsolidated financial
statements for reporting purposes after eliminating inter branch transactions and balances. The financial results of all
Islamic banking branches are disclosed in Annexure Il to these unconsolidated financial statements.

2.3 The Bank has controlling interest in Faysal Asset Management Limited (FAML) and is required to prepare consolidated
financial statements under the provisions of the Companies Act, 2017. These financial statements represent the
unconsolidated results of the Bank and a separate set of consolidated financial statements are also being presented
by the Bank.

3 STATEMENT OF COMPLIANCE

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

- International Financial Reporting Standards (IFRS) isued by the International Accounting Standards Board (IASB)
as 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).
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3.2

3.3

3.4

3.5

3.6

3.6.1

3.7

3.7.1

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 IFRS or IFAS, the requirements of the Banking
Companies Ordinance, 1962, the Companies Act, 2017 and the said directives shall prevail.

As per the directive of the SBP through its letter BPRD (R&P-02)/625-99/2011/3744 dated March 28, 2011, gain
arising on bargain purchase of Pakistan operations of Royal Bank of Scotland (ex-RBS Pakistan) was credited directly
into equity as Non-distributable Capital Reserve (NCR). The SBP allowed the Bank to adjust the amortisation of
intangible assets against the portion of reserve which arose on account of such assets identified as a result of such
acquisition. Accordingly, during the year ended December 31, 2020, the Bank has adjusted amortisation of intangible
assets net of tax amounting to Rs. 100.412 million (2019: Rs.156.076 million) from the NCR.

The SBP vide its BPRD Circular No. 04 dated February 25, 2015 has clarified that the reporting requirements of IFAS-
3, 'Profit and loss sharing on deposits' for Institutions offering Islamic Financial Services (IIFS) relating to annual, half
yearly and quarterly financial statements would be notified by the SBP through issuance of specific instructions and
uniform disclosure formats in consultation with IIFS. These reporting requirements have not been notified to date.
Accordingly, the disclosure requirements under IFAS 3 have not been considered in these unconsolidated financial
statements.

The SBP has deferred the applicability of International Accounting Standard (IAS) 40, 'Investment property' for
Banking Companies through BSD Circular Letter No. 10 dated August 26, 2002 till further instructions. Further, the
SECP has also deferred the applicability of International Financial Reporting Standard (IFRS) 7, 'Financial instruments:
disclosures' through its S.R.O. 633()/2014 dated July 10, 2014. Accordingly, the requirements of these standards
have not been considered in the preparation of these unconsolidated financial statements.

The SECP has directed that the requirements of IFRS 10, 'Consolidated financial statements' are not applicable in
case of investments by companies in mutual funds established under Trust Deed structure. Accordingly, implications
of IFRS 10 in respect of investment in mutual funds are not considered in these unconsolidated financial statements.

Standards, interpretations of and amendments to the published accounting and reporting standards that
are effective in the current year:

There are certain new and amended standards, interpretations and amendments that are mandatory for the Bank's
accounting periods beginning on January 1, 2020 but are considered not to be relevant or do not have any significant
effect on the Bank's operations and are therefore not detailed in these unconsolidated financial statements.

Standards, interpretations of and amendments to the published accounting and reporting standards that
are not yet effective:

The following revised standards, amendments and interpretations with respect to the accounting and reporting
standards would be effective from the dates mentioned below against the respective standards, amendments or
interpretations:

Standards, intgretations or amendments Effective date
(annual periods beginning on or after)

- IFRS 16 - 'Leases' - COVID-19 related rent concessions January 1, 2021
- IFRS 9 - 'Financial instruments' January 1, 2021~
- IAS 1 - 'Presentation of financial statements' (@amendments) January 1, 2022
- IAS 16 - 'Property, plant and equipment' (amendments) January 1, 2022
- |IAS 37 - 'Provisions, contingent liabilities and contingent assets' (amendments) January 1, 2022
- IFRS 3 - 'Business combinations' (amendments) January 1, 2022

Faysal Bank
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The management is in the process of assessing the impact of these standards and amendments on the
unconsolidated financial statements of the Bank.

*

The SBP vide its BPRD Circular No. 04 dated October 23, 2019 has notified the effective date of IFRS 9, 'Financial
instruments' as January 1, 2021. IFRS 9, 'Financial instruments' has replaced IAS 39, 'Financial instruments:
recognition and measurement'. The standard addresses recognition, classification, measurement and derecognition of
financial assets and financial liabilities. The standard has also introduced a new impairment model for financial assets
which requires recognition of impairment charge based on 'Expected Credit Losses' (ECL) approach rather than
‘incurred credit losses' approach. The ECL has an impact on all the assets of the Bank which are exposed to credit
risk. The impact of the application of IFRS 9 in Pakistan on the Bank's financial statements is being assessed and the
implementation guidelines are awaited.

3.7.2 There are certain other new and amended standards, interpretations and amendments that are mandatory for the
Bank's accounting periods beginning on or after January 1, 2021 but are considered not to be relevant or will not have
any significant effect on the Bank's operations and are therefore not detailed in these unconsolidated financial
statements.

4 BASIS OF MEASUREMENT

These unconsolidated financial statements have been prepared under the historical cost convention except for certain
fixed assets and non-banking assets acquired in satisfaction of claims which have been carried at revalued amounts,
certain investments and derivative contracts which have been marked to market and are carried at fair value,
obligations in respect of staff retirement benefits and lease liabilities which have been carried at present value and
right-of-use assets which are initially measured at an amount equal to the corresponding lease liabilities (adjusted for
any lease payments and costs as disclosed in details in note 6.23 to these unconsolidated financial statements) and
depreciated over the respective lease terms.

41 Critical accounting estimates and j udgents

The preparation of the unconsolidated financial statements in conformity with the accounting and reporting standards
requires management to make judgments, estimates and assumptions that affect the reported amounts of assets and
liabilites and income and expenses. It also requires management to exercise judgments in application of its
accounting policies. The estimates and associated assumptions are based on historical experience and various other
factors that are believed to be reasonable under the circumstances. These estimates and assumptions are reviewed
on an ongoing basis. Revisions to accounting estimates are recognised in the period in which the estimates are
revised if the revision affects only that period, or in the period of revision and future periods if the revision affects both
current and future periods.

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

i) Business combinations (note 6.1);

i) Classification and provisioning against investments (notes 6.4 and 10);

i) Income taxes (notes 6.8, 14, 18 and 32);

iv) Classification and provisioning against advances (notes 6.5 and 11);

v) Depreciation / amortisation of fixed assets / intangibles / revaluations (notes 6.6, 12 and 13);
vi) Accounting for non-banking assets acquired in satisfaction of claims (notes 6.9 and 14);
vii) Accounting for defined benefit plan (notes 6.11 and 36);

viii) Impairment of assets (note 6.7);

ix) Provisions and contingent assets and liabilities (notes 6.10 and 22);

x) Lease liability and right-of-use assets (notes 6.23, 12.2, 19, 25 and 28); and

xi) Fair value of derivatives (note 6.24).
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5 FUNCTIONAL AND PRESENTATION CURRENCY

[tems included in these unconsolidated financial statements are measured using the currency of the primary economic
environment in which the Bank operates. These unconsolidated financial statements are presented in Pakistani
Rupees, which is the Bank's functional and presentation currency.

6 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

6.1 Business Combination

Business combinations are accounted for by applying the acquisition method. The cost of acquisition is measured as
the fair value of assets given, equity instruments issued and the liabilities incurred or assumed as at the date of
acquisition. The consideration transferred includes the fair value of any asset or liability resulting from a contingent
consideration arrangement, if any. Acquisition-related costs are expensed as incurred. Identifiable assets acquired and
liabilities and contingent liabilities assumed in a business combination are measured initially at their fair values as at the
acquisition date. The excess of the consideration transferred over the fair value of the Bank's share of identifiable net
assets acquired is recorded as goodwill. If this is less than the fair value of the net assets acquired in the case of a
bargain purchase, the difference is recognised directly in the unconsolidated profit and loss account. However, as
more fully described in note 13.3 to these unconsolidated financial statements, the gain on bargain purchase arising
on an acquisition made in 2010 has been recognised directly in equity as per the directives of the SBP.

Goodwill acquired in a business combination is measured, subsequent to initial recognition, at its cost less
accumulated impairment losses, if any. Goodwill acquired in a business combination is tested for impairment annually
or whenever there is an indication of impairment as per the requirements of International Accounting Standard (IAS)
36, 'Impairment of assets'. Impairment charge in respect of goodwill is recognised in the unconsolidated profit and
loss account and is not subsequently reversed.

Acquisition of non-controlling interests (NCI) is measured at the proportionate share of the NCI in the fair value of the
net assets acquired by the Bank. The excess of the fair value of consideration transferred over the proportionate share
of the NCI in the fair value of the net assets acquired is recognised in equity.

6.2 Cash and cash equivalents

For the purpose of the cash flow statement, cash and cash equivalents comprise of cash in hand, balances with
treasury banks, balances with other banks in current and deposit accounts, national prize bonds, if any, and
overdrawn nostro accounts.

6.3 Lendings to / borrowings from financial institutions

The Bank enters into repurchase agreement (repo) and reverse repurchase agreements (reverse repos) at contracted
rates for a specified period of time. These are recorded as under:

(a) Sale of securities under repurchase agreements

Securities sold subject to a repurchase agreement (repo) are retained in the unconsolidated financial statements
as investments and the counter party liability is included in borrowings. The difference between the sale and
contracted repurchase price is accrued over the period of the contract and recorded as an expense.

(b) Purchase of securities under repurchase agreements

Securities purchased under agreement to resell (reverse repo) are not recognised in the unconsolidated financial
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statements as investments and the amount extended to the counter party is included in lendings. The difference
between the purchase and contracted resale price is accrued over the period of the contract and recorded as
income.

(c) Musharaka / Modaraba placements

In Musharaka / Modaraba, the Bank invests in the Shari'ah compliant business pools of the financial institutions at
the agreed profit and loss sharing ratio under musharaka agreements.

(d) Bai Muaj j al

Bai Muajjal transactions with the SBP and other financial institutions are classified under lendings. In Bai Muajjal,
the Bank sells Shari‘ah compliant instruments on credit to other financial institutions. The credit price is agreed at
the time of sale and such proceeds are received at the end of the credit period. The difference between the sale
and the credit price is recognised over the credit period and recorded as income.

6.4 Investments

6.4.1 Classification
The Bank classifies its investments as follows:
(a) Held for trading

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

(b) Held to maturity

These are securities with fixed or determinable payments and maturity that the Bank has a positive intent and
ability to hold to maturity.

(c) Available for sale

These are investments, other than those, in associates and subsidiaries, that do not fall under either held for
trading or held to maturity categories.

(d) Associates
Associates are all entities over which the Bank has significant influence but not control.
(e) Subsidiaries
Subsidiaries are all entities over which the Bank has control.
6.4.2 Initial recognition and measurement

All purchases and sales of investments that require delivery within the time frame established by the regulations or
market convention are recognised at the trade date. Trade date is the date on which the Bank commits to purchase or
sell the investment.

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

6.4.3 Subsequent measurement:
Held for trading

These are measured at subsequent reporting dates at fair value. Gains and losses on re-measurement are included in
the unconsolidated profit and loss account.

Held to maturity

These are measured at amortised cost using the effective interest rate method, less any impairment loss recognised to
reflect irrecoverable amounts.

Available for sale

Quoted securities classified as available for sale investments are measured at subsequent reporting dates at fair value.
Any surplus or deficit arising thereon is kept in a separate account shown in the unconsolidated statement of financial
position within equity and is taken to the unconsolidated profit and loss account when realised upon disposal or when
the investments are considered to be impaired.

Unquoted equity securities are valued at the lower of cost and break-up value. The break-up value of these securities
is calculated with reference to the net assets of the investee company as per the latest available audited financial
statements. A decline in the carrying value is charged to the unconsolidated profit and loss account. A subsequent
increase in the carrying value, upto the cost of the investment, is credited to the unconsolidated profit and loss
account. Investments in other unquoted securities are valued at cost less impairment, if any.

6.4.4 Impairment

Impairment loss in respect of investments classified as available for sale (except term finance certificates and sukuk
certificates) and held to maturity is recognised based on management's assessment of objective evidence of
impairment as a result of one or more events that may have an impact on the estimated future cash flows of the
investments. A significant or prolonged decline in the fair value of a listed equity investment below its cost is also
considered an objective evidence of impairment. Provision for diminution in the value of term finance certificates and
sukuk certificates is made as per the requirements of the Prudential Regulations issued by the SBP. In case of
impairment of available for sale securities, the cumulative loss that has been recognised in surplus / deficit on
revaluation of securities on the unconsolidated statement of financial position within equity is removed therefrom and
recognised in the unconsolidated profit and loss account. For investments classified as held to maturity, the
impairment loss is recognised in the unconsolidated profit and loss account.

Gain or loss on sale of investments is included in the unconsolidated profit and loss account.

Premium or discount on acquisition of investments is amortised through the unconsolidated profit and loss account
over the remaining period till maturity using the effective interest method.

6.4.5 Investment in associates and subsidiaries
Investment in associates and subsidiaries are recorded at cost less accumulated impairment, if any.

The carrying amount of associates and subsidiaries are tested for impairment in accordance with the policy described
in note 6.7 to these unconsolidated financial statements.
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6.5

6.5.1

Advances

Advances are stated net of specific and general provisions. Specific provision for advances is made in accordance
with the requirements of the Prudential Regulations and other directives issued by the SBP which is based on the time
based criteria and subjective evaluation of the credit worthiness of the borrowers. The amount of provision is charged
to the unconsolidated profit and loss account. The amount of general provision is determined in accordance with the
relevant regulations and management's judgment as explained in note 11.4.1 to these unconsolidated financial
statements. Advances are written off when there is no realistic prospect of recovery. In addition to conventional
products, the Bank also offers various Islamic financing products the details of which are as follows:

(a) Murabaha

In Murabaha transactions, the Bank purchases the goods and after taking the possession, sells them to the
customer on cost plus profit basis either in a spot or credit transaction.

(b

~

Diminishing Musharaka

[t is a form of partnership in which the Bank and customers create co-ownership in the asset by purchasing it
jointly. The Bank then rents out its share of the asset to customers. Besides the payment of rentals, customer also
purchase the asset from the Bank in installments. Hence at the end of the tenure, customer becomes sole owner
of the asset.

(c) Running Musharaka

In Running Musharaka financing, the Bank enters into financing with customer based on Shirkat-ul-Agd or
business partnership in customer's operating business. Under this mechanism, customer can withdraw and return
funds to the Bank subject to its Running Musharaka Financing limit during the Musharaka period. At the end of
each period, customer pays the provisional profit as per the desired profit rate which is subject to final settlement
based on the relevant quarterly / half yearly / annual accounts of customer.

(d) Ij ah

liarah is a contract whereby the owner of an asset (other than consumables) transfers its usufruct to another
person for an agreed period and for an agreed consideration.

ljarah assets are stated at cost less accumulated depreciation and impairment losses, if any. Depreciation is
charged from the date of recognition of ljarah assets on a straight line basis over the period of ljarah. Impairment
of ljarah assets is determined on the same basis as that of operating fixed assets.

ljarah rental income is recognised on an accrual basis as and when the rental becomes due. Impairment of ljarah
rentals receivable is determined in accordance with the requirements of the Prudential Regulations and other
directives issued by the SBP and charged to the unconsolidated profit and loss account.

In service ljarah financing, the Bank provides financing by acquiring certain agreed services from customers. After
the purchase of services, the Bank appoints customers to sell those services in the market over a period and
provide a confirmation of such sale. The profit is only accrued from the date of receipt of such confirmation.

(e) Istisna

Istisna is @ mode of sale at an agreed price, whereby the buyer places an order to or cause to manufacture,
assemble or construct anything to be delivered at a future date.
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(h)

The funds disbursed under Istisna are recorded as 'Advance against Istisna'. On execution of goods receiving
note and receipt of manufactured goods, the same are recorded in the unconsolidated statement of financial
position as inventories of the Bank at cost price and after sale of goods by customer to its ultimate buyers, Istisna
financing is booked.

Musawamah

In Musawamah financing, the Bank purchases the goods and after taking the possession, sells them to customer
either in spot or credit transaction, without disclosing the cost.

Salam

Salam is a sale transaction where the seller undertakes to supply some specific goods to the buyer at a future
date against an advance price fully paid on spot.

The funds disbursed under Salam are recorded as advances against Salam. On execution of goods receiving note
and receipt of Salam goods, the same will be recorded in the unconsolidated statement of financial position as
inventories of the Bank at cost price and after the sale of goods by customer to its ultimate buyers, Salam
financing will be booked.

Tij ah

Tijarah is a financing mode under which the Bank purchases finished goods from customer / seller against spot
payment and delivery. Thereafter, the Bank appoints customer as an agent to sell the Tijarah goods in the market.

The funds disbursed under Tijarah are recorded as advances against Tijarah. On execution of goods receiving
note and receipt of Tijarah goods, the same will be recorded in the unconsolidated statement of financial position
as inventories of the Bank at cost price and after the sale of goods by customer to its ultimate buyers, Tijarah
financing will be booked.

6.5.2 Net investment in finance lease

Leases where the Bank transfers substantially all the risks and rewards incidental to the ownership of an asset are
classified as finance lease. A receivable is recognised on the commencement of lease term at an amount equal to the
present value of the minimum lease payments, including guaranteed residual value, if any. Unearned finance income is
recognised over the term of the lease, so as to produce a constant periodic return on the outstanding net investment
in lease. Specific and general provisions for net investment in finance lease are made in accordance with the
requirements of the Prudential Regulations and other directives issued by the SBP and charged to the unconsolidated
profit and loss account.

6.6 Fixed assets and depreciation

(a)
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Tangible assets

Operating fixed assets other than land and buildings are stated at cost less accumulated depreciation and
accumulated impairment losses, if any. Buildings are carried at revalued amount less any accumulated
depreciation and subsequent impairment losses, if any. Land is carried at revalued amount less any subsequent
impairment losses, if any.

Depreciation on operating fixed assets (excluding land which is not depreciated) is charged using the straight line
method in accordance with the rates specified in note 12.2 to these unconsolidated financial statements after
taking into account residual value, if significant. The asset's residual values and useful lives are reviewed and
adjusted, if required, at each reporting date. Depreciation on additions is charged from the month the assets are
available for use. No depreciation is charged in the month of disposal.
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6.7

Subsequent costs are included in the asset's carrying amounts or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits associated with the item will flow to the Bank and the cost
of the item can be measured reliably. All other repair and maintenance expenditures are charged to the
unconsolidated profit and loss account as and when incurred.

Land and buildings are revalued by professionally qualified valuers with sufficient regularity to ensure that the net
carrying amount does not differ materially from their fair value.

An asset's carrying amount is written down immediately to its recoverable amount if the asset's carrying amount is
greater than its estimated recoverable amount.

Gains / losses on disposal of fixed assets, if any, are taken to the unconsolidated profit and loss account in the
period in which they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is
transferred directly to unappropriated profit.

(b) Capital work-in-progress

Capital work-in-progress is stated at cost less accumulated impairment losses, if any. All expenditure connected
with specific assets incurred during installation and construction period are carried under this head. These are
transferred to specific assets as and when assets become available for use.

(c) Intangible assets

Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated
impairment losses, if any. The intangible assets include directly attributable costs that are capitalised as part of the
intangible asset. Amortisation, except for customer relationship, is charged applying the straight-line method over
the useful lives of the assets. Amortisation is calculated so as to write-off the assets over their expected economic
lives at rates specified in note 13 to these unconsolidated financial statements. Amortisation is charged from the
month in which the asset is available for use. No amortisation is charged for the month in which the asset is
disposed of. The intangible asset comprising customer relationship is being amortised over the life expectancy of
the deposits. The residual values and useful lives of intangible assets are reviewed and adjusted, if appropriate, at
each reporting date.

Subsequent costs are included in the asset's carrying amounts or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits associated with the item will flow to the Bank and the cost
of the item can be measured reliably.

Intangible assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses,
if any.

Gains and losses on disposals, if any, are taken to the unconsolidated profit and loss account in the period in
which they arise.

Impairment

The carrying amounts of assets are reviewed at each reporting date for impairment whenever events or changes in
circumstances indicate that the carrying amounts of the assets may not be recoverable. If any such indication exists,
and where the carrying value exceeds the estimated recoverable amount, assets are written down to their recoverable
amount, except in the case of an intangible asset with an indefinite useful life or an intangible asset not yet available for
use and goodwill acquired in a business combination for which impairment is tested annually irrespective of whether
there is any indication of impairment. The resulting impairment loss is taken to the unconsolidated profit and loss
account except for impairment loss on revalued assets, which is adjusted against related revaluation surplus to the
extent that the impairment loss does not exceed the surplus on revaluation of asset.
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An impairment loss is reversed except for impairment loss relating to goodwill, if there has been a change in the
estimate used to determine the recoverable amount. Such reversals are only made to the extent that the asset's
carrying amount does not exceed the amount that would have been determined if no impairment loss had been
recognised.

6.8 Taxation

Income tax expense comprises current and deferred tax. Income tax expense is recognised in the unconsolidated
profit and loss account except to the extent that it relates to items recognised directly in equity, in which case it is
recognised in equity.

Current

Provision for current taxation is based on taxable income for the year. Tax charge for the current year is determined in
accordance with the prevailing laws for taxation. The charge for the current tax is calculated using tax rates enacted or
substantively enacted at the reporting date.

Prior

The charge / reversals for prior years represent adjustments to the tax charge / reversals for prior years, arising from
assessments, changes in estimates, and retrospectively applied changes to the law, made during the current year.

Deferred

Deferred tax is recognised using the balance sheet liability method on all temporary differences between the carrying
amounts of assets and liabilities used for financial reporting purposes and amounts used for taxation purposes. In
addition, the Bank also records deferred tax asset on available tax losses. Deferred tax is calculated using the rates
that are expected to apply to the period when the differences reverse based on tax rates that have been enacted or
substantively enacted at the reporting date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available
against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is no longer probable that
the related tax benefits will be realised.

The carrying amount of the deferred tax asset is reviewed at each reporting date and reduced to the extent that it is no
longer probable that sufficient taxable profits will be available to allow all or part of the deferred tax asset to be utilised.

The Bank also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities, fixed assets
(other than land) and assets acquired in satisfaction of claims (other than land) which is adjusted against the related
deficit / surplus in accordance with the requirements of International Accounting Standard (IAS) 12, 'Income Taxes'.

6.9 Assets acquired in satisfaction of claims

Non-banking assets acquired in satisfaction of claims are carried at revalued amounts less accumulated depreciation
and accumulated impairment, if any. These assets are revalued by professionally qualified valuers with sufficient
regularity to ensure that their net carrying values do not differ materially from their fair values. Legal fees, transfer costs
and direct costs of acquiring title to the non-banking assets are charged to the unconsolidated profit and loss account
and these are not capitalised as part of non-banking assets. A surplus arising on revaluation of non-banking assets
acquired in satisfaction of claims is credited to the 'surplus on revaluation of assets' account. Any deficit arising on
revaluation is first set off against the surplus account for that particular non-banking asset, if any, or if no surplus
exists, is charged to the unconsolidated profit and loss account. These assets are disclosed in other assets as
specified by the SBP.
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6.10 Provisions and contingent assets and liabilities

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

Contingent assets are not recognised and are also not disclosed unless an inflow of economic benefits is probable.
Contingent liabilities are not recognised and are disclosed unless the probability of an outflow of resources embodying
economic benefits is remote.

6.11  Staff retirement benefits
a) Defined contribution plan

The Bank operates a contributory provident fund for all its permanent employees to which equal monthly
contributions at the rate of 10 percent of basic salary are made both by the Bank and the employees.

b) Defined benefit scheme

The Bank operates an approved funded gratuity scheme for all its permanent eligible employees and eligible
employees who are on contractual service and are employed under non-management cadre. Contributions to the
fund are made on the basis of actuarial recommendations. Projected Unit Credit Method is used for the actuarial
valuation.

Amounts arising as a result of "Remeasurements", representing the actuarial gains and losses and the differences
between the actual investment returns and the return implied by the net interest cost are recognised in the
unconsolidated statement of financial position immediately, with a charge or credit to other comprehensive income
in the periods in which they occur.

Staff retirement benefits are payable to staff on completion of prescribed qualifying period of service under these
schemes.

6.12 Borrowings / deposits and their costs

Borrowings / deposits are recorded at the proceeds received. Borrowing / deposit costs are recognised as an
expense in the period in which these are incurred to the extent that they are not directly attributable to the acquisition
of or construction of qualifying assets. Borrowing cost that is directly attributable to the acquisition, construction or
production of a qualifying asset (one that takes a substantial period of time to get ready for use or sale) is capitalised
as part of the cost of the asset.

6.13 Subordinated loans

Subordinated loans are initially recorded at the amount of proceeds received. Mark-up on subordinated loans is
charged to the unconsolidated profit and loss account over the period on an accrual basis and is recognised
separately as part of other liabilities.

6.14 Revenue recognition and other items

- Mark-up income / interest / profits on advances and returns on investments are recognised on a time proportion
basis except that mark-up income / interest / returns / profits on non-performing advances and investments are
recognised on receipt basis in accordance with the requirements of the Prudential Regulations issued by the State
Bank of Pakistan. Interest / returns / mark-up income / profits on rescheduled / restructured advances and
investments are recognised as permitted by the State Bank of Pakistan, except where, in the opinion of the
management, it would not be prudent to do so.
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Profit on Murabaha and Musawamah transactions are recognised on an accrual basis for the period from the date
of sale of goods to customer to the date of culmination of Murahaba / Musawamah. In case of credit Murabaha /
Musawamah the profit is accrued from the date of disbursement i.e. after the date of culmination of Murabaha /
Musawamah. However, no profit can be accrued in excess of selling price determined at the time of executing the
Murahaba / Musawamah transactions.

Profit on Istisna / Salam / Tijarah transactions are recognised on an accrual basis for the period from the date of
sale of goods by the Bank's customer to its ultimate buyer to the date of culmination of the transaction.

ljarah rentals once due are recognised as income on an accrual basis over the corresponding rental period.

Rental on Diminishing Musharaka financing once due is recognised on an accrual basis over the corresponding
rental period.

Profit on Running Musharaka is recognised on an accrual basis and is adjusted upon declaration of profit by
customers.

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

Unrealised finance income in respect of non-performing lease finance is held in suspense account, where
necessary, in accordance with the requirements of the Prudential Regulations issued by the SBP. Gains / losses
on termination of lease contracts, documentation charges, front-end fee and other lease income are recognised
as income when they are realised.

Premium or discount on acquisition of debt investments is capitalised and amortised through the unconsolidated
profit and loss account over the remaining period till maturity.

Dividend income from investments is recognised when the Bank's right to receive the dividend is established.

Fee, commission on letters of credit / guarantee, other commission and brokerage income is recognised on an
accrual basis.

Financial advisory fee is recognised when the right to receive the fee is established.
Rent and other income is recognised on an accrual basis.

Profits on Bai Muajjal lendings are recognised on straight line accrual basis.

6.15 Proposed dividend and transfer between reserves

Dividends and appropriations to reserves, except appropriations which are required by the law, made subsequent to
the reporting date are considered as non-adjusting events and are recorded in the unconsolidated financial statements
in accordance with the requirements of International Accounting Standard (IAS) 10, 'Events after the reporting period'
in the year in which they are approved / transfers are made.

6.16 Foreign currencies

(a)
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valued at rates determined with reference to their respective maturities. Forward purchase contracts with the SBP
relating to foreign currency deposits are valued at the spot rate prevailing on the reporting date. The forward cover
fee, if any, payable on contracts with the SBP is amortised over the term of the contract.

(b) Translation gains and losses
Translation gains and losses are included in the unconsolidated profit and loss account.
6.17 Commitments

Commitments for outstanding forward foreign exchange contracts are disclosed in the unconsolidated financial
statements at committed amounts. Commitments for letters of credit and letters of guarantee denominated in foreign
currencies are expressed in rupee terms at the rates of exchange prevailing at the reporting date.

6.18 Acceptances

Acceptances comprise undertakings by the Bank to pay bills of exchange drawn on customers. The Bank expects
most acceptances to be simultaneously settled with the reimbursement from the customers. Acceptances are
accounted for in these unconsolidated statement of financial position both as assets and liabilities.

6.19 Financial instruments
Financial assets and financial liabilities

Financial instruments carried on the unconsolidated statement of financial position include cash and balances with
treasury banks, balances with other banks, lendings to financial institutions, investments, advances, certain other
assets, bills payable, borrowings, deposits, liabilities against assets subject to finance lease and certain other liabilities.
The particular recognition methods adopted for significant financial assets and financial liabilities are disclosed in the
individual policy statements associated with these assets and liabilities.

Derivative financial instruments

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

Offsetting

Financial assets and financial liabilities are set off and the net amount is reported in the unconsolidated financial
statements only when the Bank has a legally enforceable right to set off and the Bank intends to either settle on a net
basis, or to realise the assets and to settle the liabilities simultaneously. Income and expense items of such assets and
liabilities are also offset and the net amount is reported in the unconsolidated financial statements only when permitted
by the accounting and reporting standards as applicable in Pakistan.

6.20 Earnings per share

The Bank presents basic and diluted Earnings Per Share (EPS) for its shareholders. Basic EPS is calculated by
dividing the profit attributable to ordinary shareholders of the Bank by the weighted average number of ordinary shares
outstanding during the year. Diluted EPS is determined by adjusting the profit attributable to ordinary shareholders and
the weighted average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, if
any.
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6.21 Segment reporting

Operating segments are reported in a manner consistent with internal reporting provided to the Chief Operating
decision maker. The Chief Executive Officer (CEO) has been identified as the Bank's Chief Operating decision maker.

(a) Business Segments
(i) Retail banking

Retail banking provides services to small borrowers i.e. commercials, consumers, small enterprises, medium
enterprises and agriculture sector. It includes loans, deposits, other transactions and balances with retail
customers.

(ii) Corporate and investment banking

This includes strategic partnership with corporate entities to provide working capital financing, trade
financing, cash management services, project finance, export finance, leasing, guarantees, bills of exchange,
deposits and other short term and long term finance. Further, this includes investment banking activities such
as mergers and acquisitions, underwriting, privatisation, securitisation, Initial Public Offerings (IPOs),
secondary private placements, etc.

(iii) Treasury and equity capital market (ECM)
It includes fixed income, equity, foreign exchanges, funding, own position securities, lendings and repos.
(iv) Special asset management (SAM)

This includes recoveries from borrowers' accounts which became delinquent or have defaulted in their loan
repayment obligations.

(b) Geographical segment
The operations of the Bank are currently based only in Pakistan.
6.22 Provision of claims under guarantees

A provision for claim under guarantees is recognised when intimated and reasonable certainity exists that the Bank will
settle the obligation. The charge to the unconsolidated profit and loss account is stated net of expected recoveries as
the obligation is recognised in other liabilities.

6.23 Bank's leasing arrangements
6.23.1 Lease liability and right-of-use assets

The Bank leases various branches, ATM placement spaces and warehouses. Rental contracts are typically for a fixed
period of 11 months to 29 years and may have extension options as described below. At inception of a contract, the
Bank assesses whether a contract is, or contains, a lease based on whether the contract conveys the right to control
the use of an identified asset for a period of time in exchange for consideration. Lease terms are negotiated on an
individual basis and contain a wide range of different terms and conditions.

In determining the lease term, management considers all facts and circumstances that create an economic incentive
to exercise an extension option or not to exercise a termination option. Extension options (or periods after termination
options) are only included in the lease term if the lease is reasonably certain to be extended (or not terminated).
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The lease liability is initially measured at the present value of the lease payments over the period of lease term and that
are not paid at the commencement date, discounted using the interest rate implicit in the lease, or if that rate cannot
be readily determined, the Bank's incremental borrowing rate.

Lease payments include fixed payments less any lease incentive receivable, variable lease payment that are based on
an index or a rate which are initially measured using the index or rate as at the commencement date, amounts
expected to be payable by the Bank under residual value guarantees, the exercise price of a purchase option if the
Bank is reasonably certain to exercise that option and payments of penalties for terminating the lease if the lease term
reflects that the lessee will exercise that option. The extension and termination options are incorporated in
determination of lease term only when the Bank is reasonably certain to exercise these options.

The lease liability is subsequently measured at amortised cost using the effective interest rate method. The lease
liability is also remeasured to reflect any reassessment or lease modification, or to reflect revised in-substance fixed
lease payment.

The lease liability is remeasured when the Bank reassesses the reasonable certainty to exercise extension or
termination option upon occurrence of either a significant event or a significant change in circumstances, or when
there is a change in assessment of an option to purchase underlying asset, or when there is a change in amount
expected to be payable under a residual value guarantee, or when there is a change in future lease payments
resulting from a change in an index or rate used to determine those payments. The corresponding adjustment is made
to the carrying amount of the right-of-use assets, or is recorded in unconsolidated profit and loss account if the
carrying amount of right-of-use assets has been reduced to zero.

When there is a change in scope of a lease, or the consideration for a lease, that was not part of the original terms
and conditions, the same is accounted for as a lease modification. The lease modification is accounted for as a
separate lease if modification increases the scope of lease by adding the right to use one or more underlying assets
and the consideration for lease increases by an amount that is commensurate with the standalone price for the
increase in scope adjusted to reflect the circumstances of the particular contract, if any. When the lease modification is
not accounted for as a separate lease, the lease liability is remeasured and corresponding adjustment is made to
right-of-use assets.

The right-of-use assets is initially measured at an amount equal to the initial measurement of lease liability adjusted for
any lease payments made at or before the commencement date, plus any initial direct costs incurred and an estimate
of the costs to be incurred to dismantle and remove the underlying asset or to restore the underlying asset or the site
on which the asset is located.

The right-of-use assets is subsequently measured at cost less accumulated depreciation and accumulated impairment
losses, if any. The right-of-use assets is depreciated on a straight line method over the lease term as this method most
closely reflects the expected pattern of consumption of future economic benefits. The right-of-use assets is reduced
by impairment losses, if any, and adjusted for certain remeasurements of the lease liability.

6.24 Derivative financial instruments

Derivative financial assets and liabilities are initially recognised at fair value on the date on which a derivative contract is
entered into and are subsequently measured at their fair value using appropriate valuation techniques. Derivative
financial instruments are carried as an asset when the fair value is positive and as a liability when the fair value is
negative. Any change in the fair value of derivative financial instruments is taken directly to the profit and loss account.

6.25 Share capital

Ordinary shares are classified as equity and recognised at their face value. Incremental costs directly attributable to the
issue of new shares or options are shown in equity as a deduction, net of tax, from the proceeds.
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71

7.2

7.3

9.1

9.2

Note 2020 2019
_____________ R ' [
CASH AND BALANCES WITH TREASURY BANKS upees ‘000
In hand
- local currency 13,650,095 10,322,390
- foreign currencies 6,147,826 3,601,723
19,797,921 13,924,113
With State Bank of Pakistan in
- local currency current accounts 7.1 25,323,730 32,960,190
- foreign currency current accounts 7.2 2,121,802 1,873,656
- foreign currency deposit accounts 7.3 3,860,816 5,325,652
31,306,348 40,159,498
With National Bank of Pakistan in
- local currency current account 8,202,707 5,574,470
Prize bonds 574,313 710,336
59,881,289 60,368,417

These represent local currency current accounts maintained with the SBP as per the requirements of Section 36 of the
State Bank of Pakistan Act, 1956. This section requires banking companies to maintain a local currency cash reserve
in a current account with the SBP at a sum not less than such percentage of the Bank's time and demand liabilities in
Pakistan as may be prescribed by the SBP.

These represent cash reserve of 5% maintained with the SBP in US dollars current accounts on deposits held under
the New Foreign Currency Accounts (FE-25 deposits) as per BSD Circular No. 14 and 15 dated June 21, 2008.

These represent special cash reserve of 10% maintained with the SBP in US dollars deposit account on deposits held
under the new foreign currency accounts (FE-25 deposits) as per DMMD Circular No.8 dated April 17, 2020, local US
dollars clearing account maintained with the SBP to facilitate US dollars clearing and 6% special cash reserve
requirement on FE-25 deposits maintained by Islamic Banking Branches under the requirements of BSD Circular No.
15 dated June 21, 2008. Profit rate on these balances is Nil (2019: 0.70%) per annum which is notified on monthly
basis by the SBP.

BALANCES WITH OTHER BANKS Note 2020 2019
————————————— Rupees '000------------
In Pakistan
- in current account 645,262 1,426,975

Qutside Pakistan
- in current account 2,233,285 1,352,850

- in deposit account - 55,745
2,878,547 2,835,570

LENDINGS TO FINANCIAL INSTITUTIONS

Repurchase agreement lendings (reverse repo) 9.2 2,985,000 -

Particulars of lending

- local currency 2,985,000 -

This represents lending to a non-banking finance company which carries mark-up at the rate of 7.05% per annum
(2019: Nil) and is due to mature on January 4, 2021.
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9.3

10

10.1

10.2

Securities held as collateral against lendings

to financial institutions

Pakistan Investment Bonds

INVESTMENTS

Investments by type:

Held-for-trading securities
Federal Government securities

Available-for-sale securities
Federal Government securities
Shares
Non Government debt securities

Held-to-maturity securities
Federal Government securities
Non Government debt securities

Associates *
Faysal Income & Growth Fund
Faysal Islamic Stock Fund
Faysal Saving Growth Fund

Subsidiary *
Faysal Asset Management Limited

Total Investments
* related parties

Investments by segments

Federal Government securities
- Market Treasury Bills
- Pakistan Investment Bonds
- ljarah Sukuks
- Bai Muajjal
- Other Federal Government securities

Shares
- Listed companies
- Unlisted companies

Non Government debt securities
- Listed
- Unlisted

Associates *
Faysal Income & Growth Fund
Faysal Islamic Stock Fund
Faysal Saving Growth Fund

Subsidiary *
Faysal Asset Management Limited

Total Investments
* related parties

Note

10.5

10.5

Note

10.2.1
10.2.2
10.2.3
10.2.4
10.25

10.2.6

2020 2019
Held by || Further Held by || Further
given as Total given as Total
Bank Bank
collateral collateral
Rupees '000
2,985,000 - 2,985,000 - - -
2020 2019
Cos.t ! Provision Surplus / Carrying Cos.t ! Provision Surplus / Carrying
amortised for L amortised for -
AT (deficit) value Lo (deficit) value
cost diminution cost diminution
Rupees '000
6,534,053 = 418 6,534,471 31,073,816 - 1,002 31,074,818
195,466,018 - 15,838 [1195,481,856 ||104,109,013 - 115,329 (104,224,342
8,421,544 || 1,688,885 376,325 7,108,984 7,360,710 || 1,745,897 878,857 6,493,670
51,638,835 559,787 || 2,523,780 || 53,602,828 || 42,711,443 559,787 || 4,553,216 || 46,704,872
255,626,397 2,248,672  2,915943 256,193,668 154,181,166 2,305,684 5,547,402 157,422,884
1,697,048 - - 1,697,048 1,697,048 - - 1,597,048
11,831,456 || 1,528,616 - 10,302,840 || 13,916,034 || 1,543,597 - 12,372,437
13,428,504 1,528,616 - 11,899,888 15,513,082 1,543,597 - 13,969,485
268,625 - - 268,625 268,625 - - 268,625
200,000 - - 200,000 - - - -
693,247 - - 693,247 693,247 - - 693,247
1,161,872 - - 1,161,872 961,872 - - 961,872
1,139,893 - - 1,139,893 639,893 - - 639,893
277,790,719 3,777,288 2,916,361 276,929,792 202,369,829 3,849,281 5,548,404 204,068,952
2020 2019
Cos.t ! Provision Surplus / Carrying Cos.t ! Provision Surplus / Carrying
amortised for . amortised for .
A (deficit) value Lo (deficit) value
cost diminution cost diminution
Rupees '000
133,796,844 - 212,826 |[134,009,670 ||118,699,887 - 7,040 (118,706,927
33,182,545 - (168,598)|| 33,013,947 || 10,482,942 - 169,291 [| 10,652,233
34,554,247 - (27,972)|| 34,526,275 6,000,000 - (60,000)|] 5,940,000
1,697,048 - - 1,697,048 1,697,048 - - 1,597,048
466,435 - - 466,435 - - - -
203,597,119 - 16,256 203,613,375 136,779,877 - 116,331 136,896,208
7,677,628 || 1,039,219 345,980 6,984,389 6,661,044 || 1,096,231 848,512 6,413,325
743,916 649,666 30,345 124,595 699,666 649,666 30,345 80,345
8,421,544 1,688,885 376,325 7,108,984 7,360,710 1,745,897 878,857 6,493,670
45,380,509 51,476 || 2,512,243 || 47,841,276 || 35,770,632 51,476 || 4,555,178 || 40,274,334
18,089,782 || 2,036,927 11,637 || 16,064,392 || 20,856,845 || 2,051,908 (1,962)|| 18,802,975
63,470,291 2,088,403 2,523,780 63,905,668 56,627,477 2,103,384 4,553,216 59,077,309
268,625 - - 268,625 268,625 - - 268,625
200,000 - - 200,000 - - - -
693,247 - - 693,247 693,247 - - 693,247
1,161,872 - - 1,161,872 961,872 - - 961,872
1,139,893 - - 1,139,893 639,893 - - 639,893
277,790,719 3,777,288 2,916,361 276,929,792 202,369,829 3,849,281 5,548,404 204,068,952
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10.2.1 Market Treasury Bills have tenures of 3 months to 1 year. The Bank’s return on these instruments ranges from 7% to
13.29% per annum (2019: 12.79% to 13.84% per annum) with maturities up to December 2021.

10.2.2 Pakistan Investment Bonds have tenures of 3 to 10 years. The Bank’s return on these instruments ranges from 7.08%
to 12% per annum (2019: 6.64% to 14.59% per annum) with maturities from August 2021 to June 2030.

10.2.3 GoP ljara Sukuk bonds have tenure of 5 years. The Bank’s return on these instruments ranges from 6.27% to 8.37%
per annum (2019: 5.24% per annum) with maturities from July 2025 to December 2025.

2020 2019
————————————— Rupees '000------------
10.2.4 Bai Muajjal - gross 2,212,625 2,212,625
Less: deferred income (194,895) (400,462)
Less: profit receivable shown in other assets (420,682) (215,115)
Bai Muajjal - net 1,597,048 1,697,048

This represents Bai Muajjal with Government of Pakistan carrying profit at the rate of 12.84% per annum (2019:
12.84%) maturing in December, 2021.

10.2.5 During the current year, the Bank has invested in PKR and USD denominated Mudarabah based pools maintained by
the Islamic Naya Pakistan Certificate Company Limited (INPCCL), a special purpose vehicle formed by the
Government of Pakistan. As at December 31, 2020, the Bank's investment in these PKR and USD denominated pools
amounted to Rs. 342.284 million and Rs. 124.151 million (USD 0.777 million) respectively. The actual profit rates on
these pools are calculated in line with the Islamic principle of Mudarabah and commmunicated to the Bank at the end of
each month. The profit earned by the Bank on these investment pools during the year ranges between 8.24% to
8.26% for PKR denominated pool and 2.99% to 3.04% for USD denominated pool. These investments are perpetual
in nature and have no fixed maturity.

10.2.6 These include Sukuks having tenures ranging from 5 to 15 years. The Bank’s return on these instruments ranges from
7.25% to 10.25% per annum (2019: 13.99% to 16.85% per annum) with maturities up to May 2032.

2020 2019
10.3 Investments given as collateral e Rupees '000------------
- Market treasury bills - 21,747,989
10.4 Provision for diminution in value of investments
10.4.1 Opening balance 3,849,281 3,541,667
Charge / (reversals)
Charge for the year 379,785 366,100
Reversals for the year (14,982) (9,160)
Reversals on disposals (436,796) (49,326)
(71,993) 307,614
Closing Balance 3,777,288 3,849,281
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10.4.2 Particulars of provision against debt securities

2020 2019
Non- Non-
performing Provision performing Provision
Category of classification investments investments
i Rupees '000

Domestic

- Loss 2,088,403 2,088,403 2,103,384 2,103,384

10.5 Investment in subsidiary and associates
Note As at December 31, 2020 For the year ended December 31, 2020
Country % Total
of incorpo- " Assets Liabilities Revenue Profit comprehensive
. Holding )
ration income

Associates Rupees ‘000
Faysal Income & Growth Fund Pakistan 40.67% 672,056 15,337 88,464 71,121 71,121
Faysal Islamic Stock Fund Pakistan 37.64% 646,596 17,356 131,890 116,977 116,977
Faysal Saving Growth Fund Pakistan 21.54% 3,232,073 44,947 229,493 183,192 183,192
Subsidiary
Faysal Asset Management

Limited 10.5.1 Pakistan 99.99% 1,062,615 133,622 289,530 140,303 139,303

As at December 31, 2019 For the year ended December 31, 2019
Country % Total
of incorpo- N Assets Liabilities Revenue Profit / (Loss) comprehensive
. Holding .
ration income
Rupees '000

Associates
Faysal Income & Growth Fund Pakistan  47.90% 575,121 11,584 73,249 58,651 58,651
Faysal Islamic Stock Fund Pakistan - - - - - -
Faysal Saving Growth Fund Pakistan  42.79% 1,674,212 39,046 204,289 165,225 165,225
Subsidiary
Faysal Asset Management

Limited * Pakistan  99.99% 390,402 100,713 80,497 (13,167) 7,127

* The figures of revenue, loss and total comprehensive income pertain to the period from July 01, 2019 to December 31, 2019.

10.5.1 Faysal Asset Management Limited (the Company) was incorporated in Pakistan under the provisions of the repealed
Companies Ordinance, 1984 (now Companies Act, 2017) on August 6, 2003 as an unlisted public limited company.
The Company commenced its operations on November 14, 2003. The Company is a Non-Banking Finance Company
(NBFC). The Company has obtained license to carry out asset management and investment advisory services under
the requirements of Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003 and the Non-
Banking Finance Companies and Notified Entities Regulations, 2008.

During the current year, the Bank has made a further investment in Faysal Asset Management Limited (FAML)
amounting to Rs. 500 million by subscribing to the right shares issued by FAML.
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10.6  Quality of available for sale securities

Details regarding quality of available for sale (AFS) securities are as follows:

2020 2019
| Cost
————————————— Rupees '000------------
Federal Government securities - Government guaranteed
Market Treasury Bills 127,262,791 87,671,805
Pakistan Investment Bonds 33,182,545 10,437,208
liarah Sukuks 34,554,247 6,000,000
Other Federal Government securities 466,435 -
195,466,018 104,109,013
2020 2019
Shares [ Cost
————————————— Rupees '000------------
Listed companies
Cement 933,165 291,028
Chemical 578,402 578,402
Commercial banks 1,640,099 1,677,348
Engineering 73,688 72,489
Fertilizer 705,657 629,798
Glass and ceramics 38 38
Investment banks / investment companies / securities 12,5628 12,528
Qil and gas exploration company 1,101,913 903,551
Oil and gas marketing company 401,251 381,012
Open - end mutual funds 1,342,649 1,089,971
Paper and board 62,319 84,019
Pharmaceuticals - 55,589
Power generation and distribution 631,976 687,796
Real estate 16,372 16,372
Refinery - 19,033
Textile composite 120,870 98,204
Textile spinning 4,362 4,362
Textile weaving 1,271 1,271
Transport 50,809 57,974
Vanaspati and allied industries 243 243
Miscellaneous 16 16
7,677,628 6,661,044
Note 2020 2019
Cost | | Breakup value Cost | | Breakup value
Rupees '000
Unlisted companies
1Link (Private) Limited 50,000 202,032 50,000 202,032
Al Hamra Avenue (Private) Limited * 265,938 357,675 265,938 357,675
Al Hamra Hills (Private) Limited * B 5 5 5
DHA Cogen (Private) Limited * 325,000 1,853,509 325,000 1,853,509
Himont Chemical * 1,037 N/A 1,037 N/A
Pace Barka Properties Limited * 52,000 90,168 52,000 90,168
Pakistan Export Finance Guarantee * 5,686 N/A 5,686 N/A
Naymat Collateral Management 25,000 22,090 - -
Pakistan Corporate Restructuring
Company Limited 10.6.1 19,250 N/A - -
743,916 2,525,479 699,666 2,503,389

* These investments are fully provided.
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Non Government debt securities 2020 2019
| Cost |
------------- Rupees '000------------
Listed
- AA+, AA, AA- 329,033 719,157
- Unrated * 45,051,476 35,051,476
45,380,509 35,770,633
Unlisted
- AA+, AA, AA- 500,000 2,402,000
-A+H A AT 1,839,479 95,000
- Unrated * 3,918,847 4,443,810
6,258,326 6,940,810

* These include government guaranteed securities amounting to Rs. 48,413 million (2019: 38,935 million)

10.6.1 Pakistan Corporate Restructuring Company (PCRC) is a public limited company formed under the provisions of
Corporate Restructuring Companies Act, 2016, with an initial paid up capital of Rs 500 million. During the current year,
the Bank has signed a shareholder agreement with PCRC, along with 9 other banks, subscribing 1.925 million shares

at a cost of Rs 10 per share. However, these shares have not yet been issued by PCRC as at December 31, 2020.

10.7 Particulars relating to held to maturity securities are as follows: 2020 2019
| Cost |
————————————— Rupees '000------------
Federal Government securities - Government guaranteed
Other Federal Government securities 1,597,048 1,597,048
Non Government debt securities
Unlisted
- AAA 6,510,713 7,583,928
- A+ A, A- 55,841 181,981
- CCC and below * 1,499,110 1,499,110
- Unrated 3,765,792 4,651,015
11,831,456 13,916,034

* These investments are fully provided.

10.7.1

million (December 31, 2019: Rs. 12,564.225 million).

The market value of securities classified as held-to-maturity as at December 31, 2020 amounted to Rs. 10,029.170

1" ADVANCES Note
Loans, cash credits, running
finances, etc. 11.2

Islamic financing and related assets
Bills discounted and purchased

Advances - gross

Provision against advances 1.4
- specific

- general

Advances - net of provision

Performing Non-performing Total
2020 [ 2019 2020 [ 2019 2020 || 2019
Rupees '000

119,418,082 182,560,477 24,454,468 28,777,157 143,872,550 211,337,634
189,951,257 114,980,031 1,247,029 1,096,671 191,198,286 116,076,702
4,150,522 5,860,886 523,928 535,455 4,674,450 6,396,341
313,519,861 303,401,394 26,225,425 30,409,283 339,745,286 333,810,677
- - (20,649,632)||  (23,475,724) (20,649,632) (23,475,724)
(915,776) (761,951) - - (915,776) (761,951)
(915,776) (761,951)  (20,649,632)  (23,475,724) (21,565,408) (24,237,675)
312,604,085 302,639,443 5,575,793 6,933,559 318,179,878 309,573,002
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2020 2019
11.1  Particulars of advances (gross) T Rupees ‘000------------
- in local currency 339,106,568 331,186,964
- in foreign currencies 638,718 2,623,713
339,745,286 333,810,677
11.2 Includes net investment in finance lease as disclosed below:
2020 2019
Not later || Later th:" Over Not later Later thzn Over
than one |:2: ?hnan five Total than one ;2: S:Ln five Total
year five years years year five years years
Rupees '000
Lease rentals receivable 640,175 642,651 1,282,826 813,547 2,041,266 2,854,813
Residual value 342,143 67,986 410,129 446,191 480,015 926,206
Minimum lease payments 982,318 710,637 1,692,955 1,259,738 2,521,281 3,781,019
Financial charges for future
periods (13,058) (6,858) (19,916) (86,118) (19,577) (105,695)
Present value of minimum
lease payments 969,260 703,779 1,673,039 1,173,620 2,501,704 3,675,324
11.3  Advances include Rs. 26,225 million (2019: Rs. 30,409 million) which have been placed under non-performing status
as detailed below:-
2020 2019
I Non- Non-
Category of classification perfoorrr‘ning Provision perfoorrr]ning Provision
loans loans
Rupees '000
Domestic
- other assets especially mentioned 204,782 1,483,618 10
- substandard 2,727,006 541,529 1,528,058 262,576
- doubtful 900,979 237,209 4,305,081 1,164,514
- loss 22,392,658 19,870,894 23,092,526 22,048,624
Total 26,225,425 20,649,632 30,409,283 23,475,724
11.4  Particulars of provision against advances
Note 2020 2019
Specific ||  General || Total Specific || General || Total
Rupees '000
Opening balance 23,475,724 761,951 24,237,675 23,135,261 678,187 23,813,448
Exchange adjustment 25,095 - 25,095 76,892 - 76,892
Charge for the year 3,610,762 250,000 3,860,762 2,297,435 83,764 2,381,199
Reversals during the year (1,485,958) (96,175) (1,582,133) (1,812,748) - (1,812,748)
2,124,804 153,825 2,278,629 484,687 83,764 568,451
Amounts written off 115.1 (4,975,991) 2 (4,975,991) (220,887) - (220,887)
Amounts charged off -
agriculture financing 11.5.1 - - - (229) - (229)
Closing balance 20,649,632 915,776 21,565,408 23,475,724 761,951 24,237,675
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1.4.1

11.4.2

11.43

11.5
11.5.1

11.5.2

11.6

12

121

General provision represents provision maintained against fully secured performing portfolio of consumer finance and
unsecured performing portfolio of consumer and small enterprise finance, as required by the Prudential Regulations
issued by the SBP.

In addition to the requirements of the Prudential Regulations, the management has exercised prudence and
recognised a general provision upto 1% of performing consumer portfolio amounting to Rs. 250 million keeping in
view the impacts of COVID-19.

Particulars of provision against advances
2020 2019
Specific || General || Total Specific || General || Total
Rupees '000
In local currency 19,902,966 915,776 20,818,742 22,726,762 761,951 23,488,713
In foreign currencies 746,666 - 746,666 748,962 - 748,962
20,649,632 915,776 21,565,408 23,475,724 761,951 24,237,675

As allowed by the SBP, the Bank has availed benefit of forced sale value (FSV) of collaterals held as security of Rs
2,632.364 million (December 31, 2019: Rs 1,996.336 million) relating to advances while determining the provisioning
requirement against non-performing financing as at December 31, 2020. The additional profit arising from availing the
FSV benefit (net of tax) as at December 31, 2020 which is not available for distribution as either cash or stock dividend
to shareholders and bonus to employees approximately amounted to Rs 1,605.742 million (December 31, 2019: Rs
1,217.765 million).

Note 2020 2019
Particulars of write-ofts T Rupees '000------------
Against provisions 1.4 4,975,991 221,116
Directly charged to profit and loss account 19,231 12,430
4,995,222 233,546
Write-offs of Rs. 500,000 and above
- domestic 11.6 4,963,966 211,520
- overseas = -
Write-offs of below Rs. 500,000 31,256 22,026
4,995,222 233,546

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

In terms of sub-section (3) of section 33A of the Banking Companies Ordinance, 1962, the statement in respect of
written off loans or any other financial relief of five hundred thousand rupees or above allowed to a person(s) during the
year ended December 31, 2020 is given in Annexure - | to these unconsolidated financial statements.

Note 2020 2019

FIXED ASSETS Rupees '000------------
Capital work-in-progress 12.1 833,461 1,158,140
Property and equipment 12.2 23,205,424 23,025,284

24,038,885 24,183,424
Capital work-in-progress
Civil works 225,737 393,327
Equipment 561,044 657,714
Furniture and fixture 18,838 44,591
Vehicles 42 62,508
Land and building 27,800 -

833,461 1,158,140
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12.2 Property and equipment

2020
Building | Building ) Electrical, Leasehold [ Right-
Freehold Leasehold on on Furniture office and . property of-use
land land freehold leasehold .and computer Vehicles . and assets- Total
land land fixture equipment improve- Ian.d 'c‘md
ment building
At January 1, 2020 Rupees ‘000
Cost / revalued amount 2,214,316 3,551,147 417,706 5,142,586 1,180,954 6,780,773 229,389 3,052,489 9,777,473 32,346,833
Accumulated depreciation - - - - 889,751 5,033,859 130,894 1,862,274 1,404,771 9,321,549
Net book value 2,214,316 3,551,147 417,706 5,142,586 291,203 1,746,914 98,495 1,190,215 8,372,702 23,025,284
Year ended December 31, 2020
Opening net book value 2,214,316 3,551,147 417,706 5,142,586 291,203 1,746,914 98,495 1,190,215 8,372,702 23,025,284
Additions - - 136,358 - 121,596 706,718 129,564 623,145 1,255,446 2,972,827
Lease modification (note 12.2.6) - - - - - - - - (49,514) (49,514)
Transfer from non-banking
assets (note 12.2.2) - - 36,075 - - - - - - 36,075
Disposals - - - - (659) (1,803)  (12,461) (6,904) - (21,827)
Depreciation charge = = (39,246) (199,882) (563,545) (732,723)  (28,086) (252,535) (1,451,404) (2,757,421)
Other adjustments / transfers - - (52) 52 104 (359) 4) 259 - -
Closing net book value 2,214,316 3,651,147 550,841 4,942,756 358,699 1,718,747 187,508 1,554,180 8,127,230 23,205,424
At December 31, 2020
Cost / revalued amount 2,214,316 3,651,147 591,064 5,142,586 1,294,613 7,316,680 321,744 3,664,851 10,983,405 35,080,406
Accumulated depreciation - - 40,223 199,830 935,914 5,597,933 134,236 2,110,671 2,856,175 11,874,982
Net book value 2,214,316 3,551,147 550,841 4,942,756 358,699 1,718,747 187,508 1,554,180 8,127,230 23,205,424
11 months -
Rate of depreciation (%) / useful life - - 2%-11%  2%-20% 10% 14%-50% 20% 10%-20% 29 years
2019
Buiding | Buiding | [ . | Electrical, L::::::;d sf'ihs‘e
Freehold | Leasehold on on and office and Vehicles and assets- Total
land land freehold leasehold ) computer .
land land fixture equipment fmprove- land and
ment building
Rupees '000
At January 1, 2019
Cost / revalued amount 1,110,502 3,059,916 176,048 4,598,821 1,059,826 5,670,601 214,700 2,600,234 7,531,556 26,022,204
Accumulated depreciation - - 9,559 161,014 849,423 4,564,771 121,676 1,647,396 - 7,353,739
Net book value 1,110,602 3,059,916 166,489 4,437,807 210,403 1,105,830 93,124 952,838 7,531,556 18,668,465
Year ended December 31, 2019
Opening net book value 1,110,602 3,059,916 166,489 4,437,807 210,403 1,105,830 93,124 952,838 - 11,136,909
Initial application of IFRS 16 - - - - - - - - 7,631,656 7,531,556
Additions - - - - 121,397 1,213,071 27,013 452,254 2,245,917 4,059,652
Transfer from non-banking
assets (note 12.2.2) 703,649 - 128,409 - - - - - - 827,058
Movement in surplus on assets -
revalued during the year 400,165 491,230 139,963 866,102 - - - - - 1,897,460
Disposals - - - - ©)) (281) (2,929) - - (8,213)
Depreciation charge - - (12,153)  (161,319) (40,585) (571,710)  (18,712) (214,888) (1,404,771) (2,424,138)
Other adjustments / transfers - 1 2) (4) (9) 4 (1) 11 - -
Closing net book value 2,214,316 3,651,147 417,706 5,142,586 291,203 1,746,914 98,495 1,190,215 8,372,702 23,025,284
At December 31, 2019
Cost / revalued amount 2,214,316 3,651,147 417,706 5,142,586 1,180,954 6,780,773 229,389 3,052,489 9,777,473 32,346,833
Accumulated depreciation - - - - 889,751 5,033,859 130,894 1,862,274 1,404,771 9,321,549
Net book value 2,214,316 3,551,147 417,706 5,142,586 291,203 1,746,914 98,495 1,190,215 8,372,702 23,025,284
11 months -
Rate of depreciation (%) / useful life - - 2%-11%  2%-20% 10% 14%-50% 20% 10%-33% 29 years
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2020 2019
) , - e Rupees '000------------
12.2.1 The cost of fully depreciated fixed assets that are still in the Bank's use is as follows:

Furniture and fixture 574,695 581,458
Electrical, office and computer equipment 4,042,455 3,983,744
Vehicles 108,544 119,603
LLeasehold property and improvement 934,337 933,759

5,660,031 5,618,564

12.2.2

12.2.3

During the year, the Bank has transferred a property to fixed assets from non-banking assets having book value of
Rs 36.075 million (2019: Rs 827.058 million).

The Bank's freehold / leasehold land and buildings on freehold / leasehold land were last revalued by Igbal A. Nanjee
Co. (Private) Limited on December 31, 2019 on the basis of professional assessments of the market value.

Had there been no revaluation, the carrying amount of revalued assets as at December 31, 2020 would have been
Rs 3,847.74 million (2019: Rs 3,725.29 million).

12.2.4 Allocation of depreciation expense for the year is as follows: 2020 2019
————————————— Rupees '000------------
Property expense
- owned assets 491,662 388,360
- right-of-use assets 1,451,404 1,404,771
1,943,066 1,793,131
Information technology expense 372,528 319,040
Other operating expenses 441,827 311,967
2,757,421 2,424,138

12.2.5

12.2.6

Change in accounting estimate

During the year, the management of the Bank has revised its estimate of the useful life of 'fascia’ category under
‘leasehold improvements’. Previously, assets under the above category were depreciated over 3 years and now these
are being depreciated over a revised useful life of 5 years.

The revision has been accounted for as a change in accounting estimate in accordance with the requirements of
International Accounting Standard (IAS) 8 ‘Accounting policies, changes in accounting estimates and errors’. Had the
revision in useful lives of these assets not been made, the depreciation expense for the year would have been higher
by Rs 31.18 million and consequently profit before tax would have been lower by the same amount.

Lease modifications

During the current year, the Bank has renegotiated a number of existing lease agreements resulting in a modification of
these lease agreements under IFRS 16, 'Leases'. These lease modifications pertain to:

i) achange in consideration of the lease(s);
i) anincrease in the scope of the lease(s) due to an extension in the contractual lease terms; or
iii) termination of existing lease(s) due to relocation of the branches to new premises.

In case of (i) and (i) above, the Bank has remeasured the lease liabilities by discounting the revised lease payments
using the revised discount rates and making a corresponding adjustment to the right-of-use assets.

In case of (iii) above, the Bank has decreased the carrying amount of the right-of-use assets and the corresponding
lease liabilities to reflect the full termination of the lease, taking any resultant gain or loss on such termination to the
unconsolidated profit and loss account.
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12.2.7 Details of disposals of fixed assets

13

13.1

13.2

The information relating to disposal of fixed assets to related parties is as follows:

Cost Accumulated Book value Sale Mode of Particulars of buyers
depreciation proceeds disposal
---------------------------- ---—---—-- Rupees '000
Vehicles
Toyota Prado 19,512 15,610 3,902 3,902 | Bank's policy  Yousaf Hussain (President & CEO)
Mercedes E200 13,700 6,211 7,489 7,489 | Bank's policy  Yousaf Hussain (President & CEO)
33,212 21,821 11,391 11,391
Electrical equipment
Cellular phone 55 55) 0 11| Bank's policy ~ Mian Salman Ali (key management personnel)
Cellular phone 55 41 14 14| Bank's policy  Aneeq Malik (key management personnel)
Cellular phone 55 4 14 14 | Bank's policy  Abadullah (key management personnel)
165 137 28 39
Total 33,377 21,958 11,419 11,430
Note 2020 2019
————————————— Rupees '000------------
INTANGIBLE ASSETS
Capital work-in-progress 13.1 567,658 412,380
Intangibles 13.2 973,121 1,075,161
1,540,779 1,487,541
Capital work-in-progress
Computer software 567,658 412,380
Intangibles 2020
Customer
Computer . .
software relationship Total
(note 13.2.2)
--------------------------- Rupees '000
At J amary 1, 2020
Cost 2,387,453 2,557,167 4,944,620
Accumulated amortisation 2,092,507 1,776,952 3,869,459
Net book value 294,946 780,215 1,075,161
Year ended December 31, 280
Opening net book value 294,946 780,215 1,075,161
Additions - directly purchased 249,969 - 249,969
Amortisation charge (187,399) (164,610) (852,009)
Closing net book value 357,516 615,605 973,121
At December 31, 2020
Cost 2,637,422 2,557,167 5,194,589
Accumulated amortisation 2,279,906 1,941,562 4,221,468
Net book value 357,516 615,605 973,121
Rate of amortisation (percentage) 17%-33% 5%-10%
Useful life 3-6 years 10-19 years
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2019
Customer
Computer . .
software relationship Total
(note 13.2.2)
Rupees '000
At January 1, 2019
Cost 2,085,282 2,557,167 4,642,449
Accumulated amortisation 1,950,361 1,584,849 3,535,210
Net book value 134,921 972,318 1,107,239
Year ended December 31, 2019
Opening net book value 134,921 972,318 1,107,239
Additions - directly purchased 302,172 - 302,172
Amortisation charge (142,147) (192,103) (834,250)
Closing net book value 294,946 780,215 1,075,161
At December 31, 2019
Cost 2,387,453 2,557,167 4,944,620
Accumulated amortisation 2,092,507 1,776,952 3,869,459
Net book value 294,946 780,215 1,075,161
Rate of amortisation (percentage) 17%-33% 5%-10%
Useful life 3-6 years 10-19 years
2020 2019
------------- Rupees '000------------
13.2.1 The cost of fully amortised intangible assets that are still in the Bank's use is as follows:
Computer software 1,980,861 1,947,364
Customer relationship 1,099,722 -
3,080,583 1,947,364

13.2.2 This represents an intangible asset (customer relationship) which comprises of core deposits which were recognised

133

at the time of acquisition of ex-RBS Pakistan. These core deposits represent the funding benefit that would be
available to the Bank on account of availability of funding through deposit customers rather than from the wholesale or
interbank market. This benefit also considers the fact that the economic life time of these deposits is longer than their
contractual life. Based on this assumption, this intangible asset had been valued using certain valuation techniques
and is being amortised over the life expectancy of these deposits. As more fully explained in note 13.3 to these
unconsolidated financial statements, the SBP allowed the Bank to adjust the amortisation charge arising on this
intangible asset against non-distributable capital reserve. The remaining amortisation period of this intangible asset is
ranging from 4 to 9 years.

Non-distributable capital reserve - gain on bargain purchase

As per the directive of the SBP through its letter BPRD (R&P-02)/625-99/2011/3744 dated March 28, 2011, gain
arising on bargain purchase of Pakistan operations of Royal Bank of Scotland (ex-RBS Pakistan) was credited directly
into equity as non-distributable capital reserve (NCR). The SBP allowed the Bank to adjust the amortisation of the
intangible asset against the portion of reserve which arose on account of such asset. Accordingly, the Bank has
adjusted amortisation of intangible asset amounting to Rs 100.412 million (2019: Rs. 156.076 million) (net of tax) from
the non-distributable capital reserve.
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14 OTHER ASSETS

Income / mark-up accrued in local currency - net of provision
Income / mark-up accrued in foreign currencies - net of provision
Advances, deposits, advance rent and other prepayments
Advance taxation (payments less provisions)

Non-banking assets acquired in satisfaction of claims

Mark to market gain on forward foreign exchange contracts
Fair value of derivative contracts

Acceptances

Credit cards and other products fee receivable

Receivable from brokers against sale of shares

Dividend receivable

Receivable from 1Link (Private) Limited

Rent and amenities receivable

Rebate receivable - net

Defined benefit plan asset

Others

Less: provision held against other assets

Other assets - net of provision

Surplus on revaluation of non-banking assets acquired in
satisfaction of claims

Other assets - total

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

Note 2020 2019
————————————— Rupees '000------------
7,291,340 9,699,120
1,314 82,615
788,518 891,027
= 2,612,575
141 1,229,421 1,271,386
649,361 859,265
190,130 90,937
19 10,726,305 9,142,924
369,968 574,288
20,241 183,606
84,632 75,348
515,944 363,052
33,159 45,008
87,632 54,505
36 64,205 -

343,660 288,485
22,395,830 26,134,141
14.2 (325,832) (252,176)
22,069,998 25,881,965
14.1 1,453,786 1,453,786
23,623,784 27,335,751
2,683,207 2,725,172

The non-banking assets acquired in satisfaction of claims by the Bank have been revalued by an independent
professional valuer as at December 31, 2020. The revaluation was carried out by Igbal A. Nanjee Company (Private)
Limited on the basis of professional assessment of present market values. The above market values are based on
desktop valuations. The SBP's Regulations for Debt Property Swap require the Bank to carry out a full scope valuation

of non-banking assets after every three years.

14.1.1 Non-banking assets acquired in satisfaction of claims

Opening Balance
Additions
Revaluation
Disposals
Transferred to fixed assets
Depreciation
Closing Balance

14.1.2 Gain on disposal of non-banking assets acquired in
satisfaction of claims

Disposal proceeds

Less: carrying value
Gain
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Note 2020 2019

————————————— Rupees '000------------
2,725,172 3,068,520

= 37,000

= 638,774

= (180,357)

12.2 (36,075) (827,058)
29 (6,890) (11,707
2,683,207 2,725,172

= 191,073

= 180,357

= 10,716
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14.2

14.2.1

15

16

Provision held against other assets

Dividend receivable

SBP penalties

Fraud forgery theft and account receivable
Security deposits

Others

Movement in provision held against other assets
Opening balance

Charge for the year
Reversals during the year

Amounts written off
Closing balance

BILLS PAYABLE

In Pakistan

BORROWINGS

Secured
Borrowings from the State Bank of Pakistan (SBP)
- under export refinance scheme - part | and |l
- under long term financing facility
- under long term financing facility for renewable power energy (RPE)
- under scheme of financing facility for storage of agricultural produce
- under Islamic export refinance scheme
- under refinance scheme for payment of wages and salaries
- under Islamic financing for renewable energy
- under Islamic long term financing facility
- under Islamic temporary economic refinance scheme
- under Islamic refinance facility for combating COVID-19

Repurchase agreement borrowings
Borrowing from other financial institution
Total secured

Unsecured

Call borrowings

Overdrawn nostro accounts
Musharaka acceptances
Other borrowings

Total unsecured

Note

16.1
16.2
16.3
16.4
16.5
16.6
16.7
16.8
16.9
16.10

16.11
16.12

16.13

16.14
16.15

2020 2019
————————————— Rupees '000------------
75,348 75,348
51,060 51,135
20,867 21,662
22,994 22,994
155,573 81,037
325,832 252,176
252,176 257,564
74,536 7,860
(795) (13,248
78,741 (5,388)
(89) -
325,832 252,176
13,543,270 8,356,460
8,623,400 10,598,970
1,246,164 2,426,974
809,662 896,508
53,129 86,316
19,400,601 8,087,560
12,932,302 -
1,400,274 -
3,599,252 -
3,807,141 -
35,400 -
51,907,325 22,096,328
= 21,721,810
500,000 -
52,407,325 43,818,138
= 1,783,448
1,633,331 438,722
410,000 18,020,000
3,995,860 8,686,487
6,039,191 28,928,657
58,446,516 72,746,795
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16.1

16.2

16.3

16.4

16.5

16.6

16.7

16.8

16.9

In accordance with the export refinance scheme (ERF), the Bank has entered into agreements for financing with the
SBP for extending export finance to customers. As per the agreements, the Bank has granted the SBP the right to
recover the outstanding amounts from the Bank at the date of maturity of the finance by directly debiting the current
account maintained by the Bank with the SBP. Borrowings from the SBP under the export refinance scheme are
secured by the Bank's cash and security balances held by the SBP. The mark-up rate on this facility ranges from 1%
to 2% per annum (2019: 1% to 2% per annum) payable on quarterly basis with maturities upto 180 days from the
date of grant.

These represent borrowings from the SBP under scheme for long term financing facility (LTFF). The mark-up rates on
these facilities are ranging from 2% to 3.5% per annum (2019: 3% to 4.5% per annum) payable on quarterly basis,
with maturities upto February 2027. As per the terms of the agreements, the Bank has granted the SBP a right to
recover the outstanding amounts from the Bank at the respective date of maturity of finances by directly debiting the
current account of the Bank maintained with the SBP.

These represent borrowings from the SBP under scheme for long term financing facility for renewable power energy
(RPE). The mark-up rates on these facilities ranges from 2% to 3% per annum (2019: 2% to 3% per annum), payable
on quarterly basis, with maturities upto December 2028. As per the agreements, the Bank has granted the SBP the
right to recover the outstanding amounts from the Bank at the maturity date of finances by directly debiting the current
account of the Bank maintained with the SBP.

These represent borrowings from the SBP under scheme of financing facility for storage of agricultural produce. The
mark-up rates on these facilities are ranging from 2.5% to 3.5% per annum (2019: 2.5% to 3.5%) payable on quarterly
basis with maturities upto April 2024. As per the agreements, the Bank has granted the SBP the right to recover the
outstanding amounts from the Bank at the date of maturity of the finances by directly debiting the current account
maintained by the Bank with the SBP.

In accordance with the Islamic export refinance scheme (IERS), the Bank has entered into musharaka agreements for
financing with the SBP for extending export finance to the customers. The average profit rate on this facility ranges
from 1% to 2% (2019: 1% to 2%) payable on quarterly basis with maturities upto 180 days from the date of grant. As
per the agreements, the Bank has granted the SBP the right to recover the outstanding amounts from the Bank at the
date of maturity of the finances by directly debiting the current account maintained by the Bank with the SBP.

In accordance with the Islamic refinance scheme for payment of wages and salaries to the workers and employees of
business concerns, the Bank has entered into mudarabah agreements for financing with the SBP for extending salary
finance to the customers. The average profit rate on this facility ranges from 0% to 2% payable on quarterly basis with
maturities upto March 2023. As per the agreements, the Bank has granted the SBP the right to recover the
outstanding amounts from the Bank at the date of maturity of the finances by directly debiting the current account
maintained by the Bank with the SBP.

In accordance with the Islamic financing facility for renewable energy, the Bank has entered into mudarabah
agreements for financing with the SBP for extending renewable energy finance to customers. The average profit rate
on this facility ranges from 2% to 3% payable on quarterly basis with maturities upto July 2032. As per the
agreements, the Bank has granted the SBP the right to recover the outstanding amounts from the Bank at the date of
maturity of the finances by directly debiting the current account maintained by the Bank with the SBP.

In accordance with the Islamic long term financing facility for plant and machinery, the Bank has entered into
mudarabah agreements for financing with the SBP for extending islamic long term finance to the customers. The
average profit rate on this facility ranges from 2% to 3.5% payable on quarterly basis with maturities upto December
2030. As per the agreements, the Bank has granted the SBP the right to recover the outstanding amounts from the
Bank at the date of maturity of the finances by directly debiting the current account maintained by the Bank with the
SBP.

In accordance with the Islamic temporary economic refinance facility (ITERF), the Bank has entered into mudarabah
agreements for financing with the SBP for extending long term finance to the customers. The average profit rate on
this facility is 1% payable on quarterly basis with maturities upto December 2030. As per the agreements, the Bank
has granted the SBP the right to recover the outstanding amounts from the Bank at the date of maturity of the
finances by directly debiting the current account maintained by the Bank with the SBP.
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16.10 In accordance with the Islamic refinance facility for combating COVID-19, the Bank has entered into mudarabah
agreements for financing with the SBP for extending medical equipment finances to the customers. The average profit
rate on this facility is 0% payable on quarterly basis with maturities upto November 2025. As per the agreements, the
Bank has granted the SBP the right to recover the outstanding amounts from the Bank at the date of maturity of the
finances by directly debiting the current account maintained by the Bank with the SBP.

16.11 These represent collateralised borrowings against market treasury bills. There are no such borrowings outstanding as
at December 31, 2020. The mark-up rates on these borrowings as at December 31, 2019 were ranging from 13.10%
to 18.32% per annum.

16.12 This represents borrowing from Pakistan Mortgage Refinance Company (PMRC). The mark-up rate on this borrowing
is 8.75% per annum (2019: Nil) having maturity in December 2025.

16.13 These borrowings are from financial institutions. There are no such borrowings outstanding as at December 31, 2020.
The mark-up rate on these borrowings as at December 31, 2019 was 12.80%.

16.14 These Musharaka acceptances are on profit and loss sharing basis. The expected rate on these deals is 6.9% per
annum (2019: 8% to 12.15% per annum). These deals have maturities upto January 2021.

16.15 This represents borrowing from a foreign financial institution. The mark-up rate on this borrowing is 1.75% per annum
(2019: 3.32% to 3.43%) having maturity in January 2021.

16.16 Details and nature of securities pledged as collateral against borrowings are given in note 10.3 to these
unconsolidated financial statements.

2020 2019
————————————— Rupees '000------------
16.17 Particulars of borrowings with respect to currencies
- in local currency 54,450,656 64,060,308
- in foreign currencies 3,995,860 8,686,487
58,446,516 72,746,795
17 DEPOSITS AND OTHER ACCOUNTS
2020 2019
In local In foreign In local In foreign
currency currenc?es Total currency currenc?es Total
Rupees '000
Customers
Current deposits 144,344,241 20,813,651 || 165,157,892 || 117,835,756 16,723,542 134,559,298
Savings deposits 184,980,930 17,643,501 || 202,624,431 | 149,857,017 15,672,852 165,529,869
Term deposits 143,287,216 3,141,533 || 146,428,749 || 122,761,268 4,921,337 127,682,605
Margin deposits 3,341,663 15,132 3,356,795 2,715,024 19,177 2,734,201
475,954,050 41,613,817 517,567,867 393,169,065 37,336,908 430,505,973
Financial institutions
Current deposits 813,493 49,245 862,738 957,845 55,570 1,013,415
Savings deposits 15,880,218 - 15,880,218 19,800,921 - 19,800,921
Term deposits 6,325,010 - 6,325,010 6,468,800 - 6,468,800
23,018,721 49,245 23,067,966 27,227,566 55,570 27,283,136
498,972,771 41,663,062 540,635,833 420,396,631 37,392,478 457,789,109
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171

Composition of deposits

- individuals

- government (Federal and Provincial)
- public sector entities

- banking companies

- non-banking financial institutions

- private sector

Note

17.1.1

2020 2019
------------- Rupees '000------------
129,367,134 128,075,914

19,873,100 24,230,323
11,058,521 22,631,784

4,757,627 2,830,392
18,310,340 24,452,744
357,269,111 255,667,952
540,635,833 457,789,109

17.1.1 These include deposits eligible to be covered under insurance arrangements amounting to Rs 325.147 billion (2019:

18

Rs 244.160 billion).

DEFERRED TAX (LIABILITIES) / ASSETS

Deductible temporary differences on

- provision for diminution in the value of investments
- provision against advances, off balance sheet, etc.
- provision against other assets

- surplus on revaluation of investments

Taxable temporary differences on

- surplus on revaluation of fixed assets

- surplus on revaluation of non-banking assets

- fair value adjustment relating to net assets acquired
upon amalgamation

- accelerated tax depreciation

Deductible temporary differences on

- provision for diminution in the value of investments
- provision against advances, off balance sheet etc.
- provision against other assets

- surplus on revaluation of investments

Taxable temporary differences on

- surplus on revaluation of fixed assets

- surplus on revaluation of non-banking assets

- fair value adjustment relating to net assets acquired
upon amalgamation

- accelerated tax depreciation
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2020
At January Recognised Recognised At December
1, 2020 in P&L in OCI 31, 2020
Rupees '000
182,987 (27,850) - 155,137
1,307,267 (91,644) = 1,215,623
99,703 28,759 - 128,462
(2,163,487) - 1,026,269 (1,137,218)
(5783,530) (90,735) 1,026,269 362,004
(1,676,037) 73,791 - (1,602,246)
(14,113) = = (14,113)
(304,285) - 64,198 (240,087)
(196,033) 98,706 = (97,327)
(2,190,468) 172,497 64,198 (1,958,773)
(2,763,998) 81,762 1,090,467 (1,591,769)
2019
At January Recognised Recognised At December
1, 2019 in P&L in OCI 31,2019
Rupees '000

95,977 87,010 - 182,987
1,427,294 (120,027) - 1,307,267
94,017 5,686 - 99,703
234,738 - (2,398,225) (2,163,487)
1,852,026 (27,331) (2,398,225) (6783,530)
(1,184,279) 48,893 (540,651) (1,676,037)
(23,377) - 9,264 (14,113)
(340,314) - 36,029 (304,285)
(120,850) (75,183) - (196,033)
(1,668,820) (26,290) (495,358) (2,190,468)
183,206 (63,621) (2,893,583) (2,763,998)
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19

19.1

20

201

Note

OTHER LIABILITIES

Mark-up / return / interest payable in local currency

Mark-up / return / interest payable in foreign currencies

Unearned commission and income on bills discounted

Accrued expenses

Acceptances 14
Unclaimed dividends

Mark to market loss on forward foreign exchange contracts

Current taxation (provision less payments)

Charity fund balance

Provision against off-balance sheet obligations 19.1
Security deposits against leases

Withholding tax payable

Federal excise duty payable

Payable to brokers against purchase of shares

Fair value of derivative contracts

Payable related to credit cards and other products

Lease liability against right-of-use assets

Advance against disposal of assets

Funds held as security

Payable to 1Link

Insurance payable

Clearing and settlement accounts

Provision for gratuity 36
Others

Provision against off-balance sheet obligations
Opening balance

Charge for the year

Reversals during the year

Closing balance

SHARE CAPITAL

Authorised capital

2020 2019
—————————— Number of shares ----------

2,200,000,000  2,200,000,000  Ordinary shares of Rs.10 each

2020 2019
————————————— Rupees '000------------
3,792,193 3,729,656
6,344 27,021
968,302 725,288
2,484,143 2,374,642
10,726,305 9,142,924
45,038 45,817
1,907,030 2,228,384
58,669 -
1,070 2,278
127,569 113,676
586,301 1,201,214
165,433 180,845
67,402 58,494
35,001 77,747
964,671 1,032,154
1,146,914 1,119,464
8,530,893 8,319,984
459,467 565,357
242,227 232,572
154,308 125,263
115,600 144,552
2,706,765 1,172,824
- 118,814
341,489 193,452
35,633,134 32,932,422
113,676 125,238
25,132 -
(11,239) (11,562)
13,893 (11,562)
127,569 113,676
2020 2019
————————————— Rupees '000------------
22,000,000 22,000,000
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20.2 Issued, subscribed and paid up

2020 2019 2020 2019
---------- Number of shares ----------

Ordinary shares

201,451,420 201,451,420 Fully paid in cash 2,014,514 2,014,514
1,298,772,879 1,298,772,879 Issued as bonus shares 12,987,729 12,987,729
17,472,226 17,472,226 Issued for consideration other than cash 174,722 174,722
1,5617,696,525  1,517,696,525 15,176,965 15,176,965

20.2.1 As at December 31, 2020, Ithmaar Bank B.S.C. (closed) (the holding company of the Bank) directly and indirectly
holds 1,013,473,712 ordinary shares of Rs. 10 each (2019: 1,013,473,712 ordinary shares). These include
11,186,268 (2019: 11,186,268) shares in respect of withholding tax on bonus shares issued by the Bank. These
shares were not released by the Bank to the Government Treasury based on a stay order issued by the Honorable
High Court of Sindh. During the year ended December 31, 2018, the above stay order had been vacated. However,
the Bank has subsequently filed a constitutional petition with the Honorable High Court of Sindh in respect of this

matter.
Note 2020 2019
————————————— Rupees '000------------
21 SURPLUS ON REVALUATION OF ASSETS - NET OF TAX
Surplus on revaluation of:
- available for sale securities 10.1 2,915,943 5,547,402
- fixed assets 21.1 7,411,321 7,600,529
- non-banking assets acquired in satisfaction of claims 21.2 1,453,786 1,453,786
11,781,050 14,601,717
Deferred tax on surplus on revaluation of:
- available for sale securities (1,187,218) (2,163,487)
- fixed assets 21.1 (1,602,246) (1,676,037)
- non-banking assets acquired in satisfaction of claims 21.2 (14,113) (14,113)
(2,753,577) (8,853,637)
9,027,473 10,748,080
21.1  Surplus on revaluation of fixed assets
Surplus on revaluation of fixed assets as at January 1 7,600,529 5,476,251
Recognised during the year - 1,897,460
Transferred from surplus on revaluation of non-banking assets - 352,184
Transferred to unappropriated profit in respect of incremental
depreciation charged during the year (189,208) (125,366)
Surplus on revaluation of fixed assets as at December 31 7,411,321 7,600,529
Less: related deferred tax liability on:
- revaluation as at January 1 (1,676,037) (1,184,279)
- revaluation recognised during the year - (627,712)
- transferred from surplus on revaluation of non-banking assets - (12,939)
- incremental depreciation charged during the year 73,791 48,893
(1,602,246) (1,676,037)
5,809,075 5,924,492
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21.2

22

221

22.2

22.21

Note

Surplus on revaluation of non-banking assets acquired in
satisfaction of claims

Surplus on revaluation as at January 1

Recognised during the year

Transferred to surplus on revaluation of fixed assets
Surplus realised on disposal during the year
Surplus on revaluation as at December 31

Less: related deferred tax liability on:

- revaluation as at January 1

- revaluation recognised during the year

- transferred to surplus on revaluation of fixed assets

CONTINGENCIES AND COMMITMENTS

221
22.2
22.3

Guarantees
Commitments
Other contingent liabilities

Guarantees:

Financial guarantees
Performance guarantees
Other guarantees

Commitments:

Documentary credits and short-term trade-related transactions
- letters of credit

Commitments in respect of:
- forward foreign exchange contracts
- forward government securities transactions

22.2.1
22.2.2

- derivatives - cross currency and interest rate swaps (notional principal) 22.2.3
- extending credit (irrevocable) 22.5

Commitments for acquisition of:
- operating fixed assets
- intangible assets

Commitments in respect of forward foreign exchange contracts

Purchase
Sale

2020 2019
------------- Rupees '000------------
1,453,786 1,261,018
= 638,774
- (352,184)
= (93,822)
1,453,786 1,453,786
(14,113) (23,377)
= (3,675)
- 12,939
(14,113) (14,113)
1,439,673 1,439,673
29,202,222 24,074,333
183,850,529 208,211,812
4,122,244 4,293,244
217,174,995 236,579,389
7,810,863 7,099,400
5,662,415 4,870,710
15,728,944 12,104,223
29,202,222 24,074,333
50,571,999 30,343,743
93,025,986 126,281,305
2,989,036 21,760,786
8,272,187 9,244,773
28,859,840 20,281,111
49,303 185,919
82,178 114,175
183,850,529 208,211,812
66,134,904 84,264,725
26,891,082 42,016,580
93,025,986 126,281,305
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Note 2020 2019
————————————— Rupees '000------------
22.2.2 Commitments in respect of forward government securities
transactions
Purchase - 21,760,786
Sale 2,989,036 -

2,989,036 21,760,786

22.2.3 Commitments in respect of derivatives

Sale 23 8,272,187 9,244,773

22.3 Other contingent liabilities

Suit filed by a customer for recovery of alleged losses suffered which
is pending in the Honorable High Court of Sindh. The Bank s legal

advisors are confident that the Bank has a strong case 2,510,000 2,510,000
Indemnity issued favouring the Honorable High Court in one of the cases 457,543 457,543
Cantonment tax Karachi Cantonment Board (KCB) 22.3.1 - 171,000
Tax liability of gain on bargain purchase on the acquisition of

ex-RBS Pakistan 22.3.2 1,154,701 1,154,701

4,122,244 4,293,244

22.3.1 The Executive Officer, Karachi Cantonment Board (KCB), vide its notice CBR No. 1 dated March 08, 2017 had
proposed revised rates for assessment of shops and flats “A” category in which a fresh sub-category “Banks (self-
occupied)” was introduced for the purpose of cantonment tax in the limit of KCB. This resulted in an additional
demand of Rs 171 million by KCB which included demand on reassessment for the years 2016-2017 and 2017-2018.
On the basis of legal grounds agreed in consultation with legal counsel, the Bank had filed a suit in the Honorable High
Court of Sindh against such levy of tax. A stay order was granted by the Honorable High Court of Sindh in respect of
payment of this additional demand and no such payment in this respect had been made till December 31, 2019.

In February 2020, KCB communicated to the Bank that the board resolution passed by KCB in 2017 regarding the
special category of 'Bank (self-occupied)' has been annulled and the properties of the Bank shall be treated like any
other commercial property. Following this communication, KCB submitted the revised demand and the Bank has paid
Rs 59.104 million being the house and conservancy tax for the periods from 2016-2017 to 2019-2020 on March 16,
2020 as a full and final settlement of the levy under consideration. Accordingly, the suit filed by the Bank in the
Honorable High Court of Sindh will be withdrawn in due course.

22.3.2 Income tax assessments of the Bank have been finalised upto the tax year 2019 (accounting year 2018).

The department and the Bank has disagreement on a matter relating to taxability of gain on bargain purchase on the
acquisition of ex-RBS Pakistan. The additional tax liability on the matter amounts to Rs. 1,154.701 million (December
31, 2019: Rs. 1,154.701 million). The Commissioner Inland Revenue (Appeals) [(CIR(A)] has deleted the said additional
tax liability, however the income tax department has filed an appeal with the Appellate Tribunal Inland Revenue against
the order of CIR(A). The management of the Bank are confident that the matter will be decided in the Bank’s favor and
accordingly, no provision has been recorded in these unconsolidated financial statements in respect of this matter.
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22.4 There are certain claims against the Bank not acknowledged as debt amounting to Rs 31,374 million (December 31,
2019: Rs 34,194 million). These mainly represent counter claims filed by the borrowers for restricting the Bank from
disposal of assets (such as mortgaged / pledged assets kept as security), cases where the Bank was proforma
defendant for defending its interest in the underlying collateral kept by it at the time of financing, certain cases filed by
ex-employees of the Bank for damages sustained by them consequent to the termination from the Bank's
employment and cases for damages towards opportunity losses suffered by the customers due to non-disbursements
of running finance facility as per the agreed terms. The above also includes an amount of Rs 25,299 million
(December 31, 2019: 25,299 million) in respect of a suit filed against the Bank for declaration, recovery of monies,
release of securities, rendition of account and damages.

Based on legal advice and / or internal assessments, the management is confident that the above matters will be
decided in the Bank's favour and the possibility of any outcome against the Bank is remote and accordingly no
provision has been made in these unconsolidated financial statements.

22.5 Commitments to extend credits

The Bank makes commitments to extend credit (including to related parties) in the normal course of its business but
these being revocable commitments do not attract any significant penalty or expense if the facilities are unilaterally
withdrawn except for Rs. 28,860 million (2019: Rs. 20,281 million) which are irrevocable in nature.

2020 2019
————————————— Rupees '000------------
23 DERIVATIVE INSTRUMENTS
Cross currency swaps (notional principal) 7,792,684 8,780,230
Interest rate swap (notional principal) 479,503 464,543

Derivative instruments, such as forward rate agreements, interest rate swaps, cross currency swaps and FX options,
are forward transactions that provide market making opportunities / hedge against the adverse movement of interest
and exchange rates. Derivatives business provides risk solutions for the existing and potential customers of the Bank.
All derivative transactions are governed by "The Financial Derivatives Business Regulations" (FDBR) issued by the SBP.

23.1  Product analysis

2020
Cross currency swaps Interest rate swa
Counterparties ! y Swap wap
. . Mark to market . Lo Mark to market
Notional principal . Notional principal .
gain / (loss) gain
Rupees '000

With banks for
Hedging - - - -
Market making 3,218,043 62,289 479,503 7,048
With other entities for
Hedging = = = =
Market making 4,574,641 (843,878) - -
Total
Hedging = = = =
Market making 7,792,684 (781,589) 479,503 7,048
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2019
) Cross currency swaps Interest rate swap
Counterparties
. L Mark to market . L Mark to market
Notional principal Notional principal
loss loss
With banks for Rupees ‘000
Hedging - - - -
Market making 4,273,153 (669,222) 464,543 (31)
With other entities for
Hedging - - - -
Market making 4,507,077 (871,964) - -
Total
Hedging - - - -
Market making 8,780,230 (941,186) 464,543 (31)
23.2 Maturity analysis
2020
Remaining maturity No. of thlo_nal - Mark to_rT]arket
principal Negative ||  Positive || Net
contracts -
Rupees '000
Upto 1 month - - - - -
1 to 3 months - - - - -
3 to 6 months 1 266,391 (270,158) 179,273 (90,885)
6 months to 1 year - - - - -
1 to 2 years 2 959,006 (1,016,477) 1,029,432 12,955
2 to 3 years - - - - -
3 to 5 years 6 2,763,964 (2,780,829) 2,228,139 (5652,690)
5to 10 years 4 4,282,826 (5,008,510) 4,864,589 (143,921)
Above 10 years - - - - -
Total 8,272,187 (9,075,974) 8,301,433 (774,541)
2019
Remaining maturity No. of Nt.:>t|c.>nal - Mark to.r.narket
principal Negative ||  Positive ] Net
contracts -
Rupees '000
Upto 1 month - - - - -
1 to 3 months - - - - -
3 to 6 months - - - - -
6 months to 1 year 1 464,543 (490,984) 349,528 (141,456)
110 2 years 1 774,238 (798,458) 561,856 (236,602)
2 to 3 years 2 929,086 (1,027,845) 1,067,672 39,827
310 5 years - - - - -
5to 10 years 10 7,076,906 (7,981,510) 7,378,524 (602,986)
Above 10 years - - - - -
Total 9,244,773 (10,298,797) 9,357,580 (941,217)

23.3 Risk management policies related to derivatives are discussed in note 44.5 to these unconsolidated financial

statements.
24 MARK-UP / RETURN / INTEREST EARNED 2020 . 2019
————————————— Rupees '000------------

On:

Loans and advances 32,393,229 38,936,257
Investments 22,447,486 17,344,535
Lendings to financial institutions 70,498 55,441
Balances with banks 15,603 83,616
Securities purchased under resale agreements 995,194 1,978,289

55,922,010 58,398,138
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25

26

27

271

28

Note
MARK-UP / RETURN / INTEREST EXPENSED

On:

Deposits

Securities sold under repurchase agreements

Other short term borrowings

SBP borrowings

Short sale of Pakistan Investment Bonds

Bai Muajjal

Musharaka acceptances

Lease liability against right-of-use assets

Cost of foreign currency swaps against foreign currency deposits / borrowings

FEE AND COMMISSION INCOME

Branch banking customer fees
Consumer finance related fees

Card related fees (debit and credit cards)
Credit related fees

Investment banking fees

Commission on trade

Commission on guarantees

Commission on cash management
Commission on remittances including home remittances
Commission on bancassurance

Others

GAIN / (LOSS) ON SECURITIES

Realised - net 271

Unrealised - held for trading - net

Realised gain / (loss) on:

Federal Government securities
Shares
Open end mutual funds

OTHER INCOME

Rent on property

Gain on sale of fixed assets - net

Gain on sale of non-banking assets - net

(Loss) / gain on short sale of Pakistan Investment Bonds (PIBs)
Notice pay

Scrap income

Gain on lease modifications

Others

12.2.6

2020 2019
————————————— Rupees '000------------
25,347,575 28,843,947
245,778 1,574,001
35,934 94,641
624,885 372,661
42,219 340,548
178,419 91,828
660,508 1,044,484
862,115 977,129
3,390,511 3,938,794
31,387,944 37,278,033
549,501 710,137
323,127 366,770
1,570,918 1,675,923
43,843 99,368
248,040 237,557
275,644 275,716
103,551 126,867
69,678 59,183
216,972 119,313
405,220 412,433
54,776 29,358
3,861,270 4,112,625
1,697,628 (691,498)
(584) 12,069
1,697,044 (579,429)
1,176,657 4,313
484,579 (616,277)
36,392 20,466
1,697,628 (691,498)
188,425 186,635
21,181 9,749
= 10,716
(88,139 66,919
2,932 3,876
1,574 1,456
26,271 -
645 1,588
152,889 280,939
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Note 2020 2019
29 OPERATINGEXPENSES = Rupees '000------------
Total compensation expense 29.2 7,578,108 6,507,211
Property expense
Rent and taxes 276,954 176,227
Insurance 61,255 47,098
Utilities cost 767,337 670,109
Security (including guards) 754,283 692,131
Repair and maintenance (including janitorial charges) 553,287 457,313
Depreciation on owned fixed assets 12.2.4 491,662 388,360
Depreciation on non-banking assets 14.1.1 5,890 11,707
Depreciation on right-of-use assets 12.2.4 1,451,404 1,404,771
Others 88,690 92,464
4,450,762 3,940,180
Information technology expenses
Software maintenance 1,604,787 1,442,086
Hardware maintenance 273,136 310,875
Depreciation 12.2.4 372,528 319,040
Amortisation 187,399 142,148
Network charges 252,772 216,563
Others 1,951 1,792
2,692,573 2,432,504
Other operating expenses
Directors' fees and allowances 38.2 150,293 102,595
Legal and professional charges 95,667 107,941
Outsourced services costs - staff 35.1 394,700 364,348
Travelling and conveyance 77,578 138,540
NIFT clearing charges 50,586 46,054
Depreciation 12.2.4 441,827 311,967
Training and development 36,570 72,352
Postage and courier charges 176,102 122,095
Communication 149,880 137,287
Marketing, advertisement and publicity 530,470 500,400
Donations 29.3 77,424 69,431
Auditors remuneration 29.4 44,717 43,863
Insurance 872,684 633,644
Stationery and printing 382,176 324,443
Bank fees and charges 133,480 112,553
Brokerage and commission 76,666 55,337
Deposit protection premium 390,656 350,507
Credit card bonus points redemption 183,074 232,603
Others 415,306 461,798
4,679,856 4,187,758
19,401,299 17,067,653

29.1 Cost of outsourced activities is Rs. 388.401 million (2019: Rs.464.543 million). Out of this cost, Rs. 233.500 million
(2019: Rs. 204.687 million) represent payments made to companies incorporated in Pakistan and Rs. 154.901 million
(2019: Rs. 259.856 million) pertains to payments made to a company incorporated outside Pakistan. This includes
payments other than outsourced services costs, which are disclosed above. Total cost of outsourced activities for the
year given to related parties is Rs. Nil. Outsourcing shall have the same meaning as specified in Annexure-lI of BPRD
Circular No. 06 of 2017. Material outsourcing done by the Bank are listed below:

Estimated
S.No Name of outsourced agency Nature of service cost
(Rupees '000)

1 Euronet Pakistan Private Limited Credit cards, debit cards, prepaid cards and 191,267
ATMs switch system host
2 E-Services (Singapore) Private Limited Credit card hosting and processing system 154,901

240 | Faysal Bank



Notes to and forming part of the
Unconsolidated Financial Statements

For the year ended December 31, 2020

2020 2019
29.2 Total compensation expense e Rupees '000------------

Managerial Remuneration
i) Fixed 3,513,433 3,041,134
i) Variable

of which;

a) Cash bonus / awards, etc. 788,541 618,797

b) Commission incentives 550,400 508,425
Charge for defined benefit plan 210,122 177,503
Contribution to defined contribution plan 232,063 190,548
Rent & house maintenance 1,093,122 932,530
Utilities 266,744 229,020
Medical 218,218 189,392
Conveyance 679,561 611,068
Others 944 394
Sub-total 7,558,148 6,498,811
Sign-on Bonus * 24,960 8,400
Grand Total 7,578,108 6,507,211

* Sign on bonus was provided to 11 employees (2019: 5 employees).
29.3 Donations made during the year were as follows:

Donee
Wagf Faisal (Trust) 77,424 69,431

29.3.1 The President and Chief Executive Officer of the Bank is acting as trustee of Waqgf Faisal (Trust). No other interest of
any of the directors or their spouses exists.

2020 2019
————————————— Rupees '000------------
29.4 Auditors' remuneration
Statutory audit fee 4,752 3,465
Fee for the consolidated financial statements 1,728 1,500
Fee for other statutory certifications 5,076 5,533
Fee for the quarterly and the annual group reportings 14,464 12,068
Fee for the review of the half yearly financial statements 1,080 945
Fee for the audit of employee funds 173 160
Special certifications and sundry advisory services 6,264 10,192
Tax services 9,180 8,000
Out-of-pocket expenses 2,000 2,000
44,717 43,863
30 OTHER CHARGES
Penalties imposed by the State Bank of Pakistan 113,970 32,507
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Note 2020 2019
31 PROVISIONS AND WRITE-OFFS-NET RUPEes '000----——-—-——
(Reversal of provision) / provision for diminution in value of
investments 10.4 (71,993) 307,614
Provision against loans and advances 11.4 2,278,629 568,451
Provision / (reversal of provision) against other assets 14.2.1 73,741 (5,388)
Bad debts written off directly 11.5 19,231 12,430
Recoveries of written off / charged off bad debts (59,200) (105,547)
Provision / (reversal of provision) against off balance sheet
obligations 19.1 13,893 (11,562)
2,254,301 765,998
32 TAXATION
Current 4,336,629 4,456,618
Prior years 4,985 (359,181)
Deferred 18 (81,762) 53,621
4,259,852 4,151,058
32.1 Relationship between tax expense and accounting profit
Profit before tax 10,770,357 10,191,690
Tax calculated at the rate of 39% (2019: 39%) 4,200,439 3,974,759
Effect of:
- permanent differences 44,448 12,678
- prior year charge 4,985 80,528
- super tax - 258,934
- impact of change in tax rate - (171,021)
- others 9,980 (4,820)
Tax charge for the year 4,259,852 4,151,058
33 BASIC / DILUTED EARNINGS PER SHARE
Profit for the year 6,510,505 6,040,632

Weighted average number of ordinary shares

Basic earnings per share

Number of shares in thousands

1,517,697

1,517,697

33.1 Diluted earnings per share has not been presented as the Bank does not have any convertible instruments in issue at
December 31, 2020 and December 31, 2019 which would have any effect on the earnings per share if the option to

convert is exercised.

Note 2020 2019
34 CASH AND CASH EQUIVALENTS =mmmmmemmmees Rupees '000------------
Cash and balance with treasury banks 7 59,881,289 60,368,417
Balance with other banks 8 2,878,547 2,835,570
Overdrawn nostros 16 (1,633,331) (438,722)
61,126,505 62,765,265
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2020 2019
35 STAFF STRENGTH e Number of employees --------
Permanent 6,767 6,916
On bank contract 36 22
Bank's own staff strength at the end of the year 6,803 6,938

35.1 In addition to the above, 1,016 (2019: 968) employees of outsourcing services companies were assigned to the Bank
as at the end of the year to perform services other than guarding and janitorial services.

36 DEFINED BENEFIT PLAN
36.1 General description

The Bank operates an approved funded gratuity scheme for all its permanent employees and employees who are on
contractual service in non-management cadre. In 2017, the Bank had bifurcated the approved funded gratuity
scheme into 2 sub-funds namely conventional and Islamic within a single scheme. The benefits under the gratuity
schemes are payable on retirement at the age of 60 years or earlier cessation of service in lump sum. The benefits are
equal to one month's last drawn basic salary for each year of eligible service or part thereof. The minimum qualifying
eligible service for gratuity is 1 year for employees who became members of the Funds before November 12, 2002. In
the case of other members of the Funds the minimum qualifying eligible service is 5 years. The minimum qualifying
eligible service for contractual employees not employed under the management cadre is 6 months. The latest actuarial
valuation of the Bank's defined benefit plan, based on the projected unit credit actuarial cost method, was carried out
as at December 31, 2020.

36.2 Number of employees under the scheme 2020 2019
-------- Number of employees --------
The number of employees covered under the following defined benefit scheme are:

- Gratuity fund 6,803 6,938

36.3 Principal actuarial assumptions

The actuarial valuations were carried out as at December 31, 2020 using the following significant assumptions:

2020 2019
Conventional || Islamic Conventional” Islamic
% per annum

Discount rate 10.25 10.25 11.75 11.75

Expected rate of return on plan assets 10.25 10.25 11.75 11.75

Expected rate of salary increase 10.25 10.25 11.75 11.75

2020 2019
Note | Conventional H Islamic || Total Conventional || Islamic || Total
36.4 Reconciliation of payable to Rupees '000
defined benefit plan

Present value of obligations 36.5 598,243 449,250 1,042,493 460,216 390,984 851,200
Fair value of plan assets 36.6 (678,599) (428,099) (1,106,698) (372,980) (359,406)  (732,386)
(85,356) 21,151 (64,205) 87,236 31,578 118,814
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2020 2019
36.5 Movement in defined benefit Note | Conventional || Islamic ||  Total || Conventional|[ Islamic ||  Total
obligations Rupees '000
Obligations at the beginning of the year 460,216 390,984 851,200 373,113 337,534 710,647
Current service cost 140,083 55,076 195,159 110,147 51,751 161,898
Interest cost 92,638 16,397 109,035 57,637 48,729 106,266
Benefits paid by the Bank (17,318) (16,870) (34,188) (74,353) (3,754) (78,107)
Re-measurement (gain) / loss (82,376) 3,663 (78,713) (6,228) (43,276) (49,504)
Obligations at the end of the year 593,243 449,250 1,042,493 460,216 390,984 851,200
36.6 Movement in fair value of plan
assets
Fair value at the beginning of
the year (372,980) (359,406) (732,386) (314,357) (278,438) (5692,795)
Interest income on plan assets (50,508) (43,564) (94,072) (49,962) (40,699) (90,661)
Contribution by the Bank - net (276,416) (63,355)  (829,771) (44,550) (40,033) (84,583)
Benefits paid by the Bank 17,318 16,870 34,188 74,353 3,754 78,107
Re-measurements loss /
(gain); Net return on plan
assets over interest income 36.8.2 3,987 11,356 15,343 (38,464) (3,990) (42,454)
Fair value at the end of the year (678,599) (428,099) (1,106,698) (372,980) (359,406) (732,386)
36.7 Movement in (receivable) / payable
under defined benefit scheme
Opening balance 87,236 31,578 118,814 58,756 59,006 117,852
Charge for the year 182,213 27,909 210,122 117,722 59,781 177,503
Contribution by the Bank - net (276,416) (63,355)  (329,771) (44,550) (40,083) (84,583)
Re-measurement (gain) / loss
recognised in OCI during
the year 36.8.2 (78,389) 15,019 (63,370) (44,692) (47,266) (91,958)
Closing balance (85,356) 21,151 (64,205) 87,236 31,578 118,814
36.8 Charge for defined benefit plans
36.8.1 Cost recognised in profit and loss
Current service cost 140,083 55,076 195,159 110,147 51,751 161,898
Net interest on defined benefit
asset / liability 42,130 (27,167) 14,963 7,575 8,030 15,605

182,213 27,909 210122 117,722 59,781 177,503

36.8.2 Re-measurements recognised in OCI
during the year

(Gain) / loss on obligation
- demographic assumptions - = - -
- financial assumptions (1,473) (2,056) (3,529) (3,272) (612 (3,784)
- experience adjustment (80,903) 5,719 (75,184) (2,956) (42,764) (45,720)
Return on plan assets over
interest income 3,987 11,356 15,343 (38,464) (3,990)  (42,454)

Total re-measurements
recognised in OCI (78,389) 15,019 (63,370) (44,692) (47,266) (91,958)

244 | Faysal Bank



Notes to and forming part of the
Unconsolidated Financial Statements

For the year ended December 31, 2020

| 2020 || 2019 || 2018 || 2017 || 2016 |
36.9 Components of plan assets Rupees '000
Cash and cash equivalents - net 100,718 194,143 294,861 266,388 143,171 409,559
Government securities 577,601 - 577,601 106,312 - 106,312
Shares / mutual funds 280 233,956 234,236 280 216,235 216,515

678,599 428,099 1,106,698 372,980 359,406 732,386

The funds are primarily invested in Government securities (Market Treasury Bills, Pakistan Investment Bonds, Special
Savings Certificates, etc) and mutual funds and accordingly do not carry any credit risk. These are subject to interest
rate risk. Cash and cash equivalents includes balances maintained with the Bank which are subject to credit risk.
Equity securities are subject to price risk which is being regularly monitored by the Trustees of the employee fund.

36.10 Historical information | 2020 | 2019 [l 2018 [l 2017 [| 2016 |
Rupees '000

Present value of defined

benefit obligation (1,042,493) (851,200) (710,647) (650,039) (692,711)
Fair value of plan assets 1,106,698 732,386 592,795 689,933 644,985
Surplus / (deficit) 64,205 (118,814) (117,852 39,894 52,274
Remeasurement of plan liabilities 78,713 49,504 8,344 53,248 7,332
Remeasurement of plan assets (15,343) 42,454 (42,468) (14,209) 18,390

36.11 Sensitivity analysis

The analysis is based on a change in an assumption while holding all other assumptions constant. When calculating
the sensitivity of the defined benefit obligation to significant actuarial assumptions the same method (present value of
the defined benefit obligation calculated with the projected unit credit method at the end of the reporting period) has
been applied as when calculating the gratuity liability recognised within the unconsolidated statement of financial
position. The increase / (decrease) in the present value of defined benefit obligations as a result of change in each
assumption is summarised below:

2020 2019
Conventional |[  Islamic Conventional || Islamic
Rupees '000
1% increase in discount rate (199,928) 99,907 205,329 (286,847)
1% decrease in discount rate (108,732) 226,541 358,903 (263,116)
1% increase in expected rate of salary increase (108,119) 227,399 359,931 (262,956)
1% decrease in expected rate of salary increase (201,175) 98,167 203,247 (287,170)
1 year increase in expected life / withdrawal rate (173,991) 143,828 252,270 (278,691)
1 year decrease in expected life / withdrawal rate (142,925) 170,806 298,208 (273,583)
36.12 Expected maturity analysis of undiscounted obligation
Less than a year 29,842 31,200 32,701 4,551
Between 1-2 years 69,133 112,511 132,611 33,987
Between 2-5 years 177,618 277,572 314,816 80,396
Over 5 years 9,584,595 20,124,949 26,927,067 13,215,456
Total 9,861,188 20,546,232 27,407,195 13,334,390
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2020
Conventional | Islamic
————————————— Rupees '000------------
36.13 Expected contributions to be paid to the scheme in the next financial year 48,098 162,759
36.14 Expected charge for the next financial year 48,098 162,759

36.15 Maturity profile

The weighted average duration of the defined benefit obligation is 9.62 years and 10.36 years for conventional and
Islamic sub-funds respectively.

36.16 Funding policy

The policy followed by the Bank for funding the staff retirement benefit schemes is disclosed in note 6.11 of these
unconsolidated financial statements.

36.17 The gratuity scheme exposes the Bank to the following risks:
Asset volatility

The defined benefit gratuity conventional fund is largely invested in government bonds with mostly fixed income
bonds. The fund has invested 45.2% and 39.9% of the total investments (Rs. 306.986 million and 270.615 million) in
Pakistan Investment Bonds and Market Treasury Bills respectively. This gives rise to significant reinvestment risk. The
asset class is volatile with reference to the yield on this class. This risk should be viewed together with change in the
bond vyield risk. On the other hand, the Islamic fund has investment in mutual funds. This investment is almost
54.65%. Islamic fund has no investment in any Government bonds, equity or corporate bonds.

Changes in bond yields

There are two dimensions to the changes in bond vyields: first, as described above; second, the valuation of the
gratuity liability is discounted with reference to these bond yields. Any increase in bond yields will lower the gratuity
liability and vice versa, but, it will also lower the asset values.

Inflation risk

The salary inflation is the major risk that the gratuity fund liability carries. In a general economic sense and in a longer
view, there is a case that if bond yields increase, the change in salary inflation generally offsets the gains from the
decrease in discounted gratuity liability. But viewed with the fact that asset values will also decrease, the salary inflation
does, as an overall affect, increases the net liability of the Bank.

Life expectancy / withdrawal rate

The gratuity is paid off at the maximum of age 60. The life expectancy is in almost minimal range and is quite
predictable in the ages when the employee is in the accredited employment of the Bank for the purpose of the
gratuity. Thus, the risk of life expectancy is almost negligible. However, had a post-retirement benefit been given by the
Bank like monthly pension, post-retirement medical, etc., this would have been a significant risk which would have
been quite difficult to value even by using advance mortality improvement models.

The withdrawal risk is dependent upon the: benefit structure; age and retention profile of the staff; the valuation
methodology; and long-term valuation assumptions. In this case, it is not a significant risk.

Other risks
Though, not imminent and observable, over long term there are some risks that may crystallise. These include:

- retention risk — the risk that employee will not be motivated to continue the service or start working with the Bank
if no market comparable retirement benefit is provided.
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- final salary risk — the risk, for defined benefit gratuity, that any disproportionate salary merit increases in later
service years will give rise to multiplicative increase in the gratuity liability as such increase is applicable to all the
past years of service.

- model risk — the defined benefit gratuity liability is usually actuarially valued each year. Further, the assets in the
gratuity fund are also marked to market. This two-tier valuation gives rise to the model risk.

- operational risk related to a separate entity - retirement benefits are funded through a separate trust fund which is
a different legal entity than the Bank. Generally, the protocols, processes and conventions used throughout the
Bank are not applicable or are not actively applied to the retirement benefit funds. This gives rise to some specific
operational risks.

- compliance risk — the risk that retirement benefits offered by the Bank does not comply with minimum statutory
requirements.

- legal / political risk — the risk that the legal / political environment changes and the Bank is required to offer
additional or different retirement benefits than what the Bank has projected.

37 DEFINED CONTRIBUTION PLAN

The Bank operates an approved funded contributory provident fund for all its permanent employees to which equal
monthly contributions are made both by the Bank and the employees at the rate of 10% of the basic salary. The
financial statements of the fund are separately prepared and are not included as part of these unconsolidated financial
statements.

38 COMPENSATION OF DIRECTORS AND KEY MANAGEMENT PERSONNEL

2020
. Other material risk
Particulars Members Shariah President & CEO Key executives takers /
Board
Controllers
Rupees '000
Fees and allowances etc. - - - -
Managerial remuneration
i) Fixed 10,719 53,694 176,587 252,648
i) Total variable 3,050 51,660 113,782 143,532
of which
a) Cash bonus / awards - paid 2,425 38,745 85,336 116,397
b) Cash bonus / awards - deffered 625 12,915 28,446 27,135
c) Bonus and awards in shares - - - -
Charge for defined benefit plan 987 4,469 9,393 13,600
Contribution to defined contribution plan - 5,362 7,928 16,320
Rent & house maintenance 2,621 4,800 53,070 77,913
Utilities 655 858 12,606 16,956
Medical 168 - 1,393 5,313
Conveyance - - 47,762 79,274
Signing in bonus - - - 3,000
Others 34 31 1,500 6,140
Total 18,234 120,874 424,021 614,696
Number of persons 3 1 16 66
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2019
. Other material risk
Particulars Members Shariah President & CEO Key executives takers /
Board
Controllers
Rupees '000
Fees and allowances etc. - - - -
Managerial remuneration
i) Fixed 9,331 39,224 152,779 271,829
i) Total variable 1,500 43,000 90,203 108,401
of which

a) Cash bonus / awards - paid 1,500 43,000 90,203 108,401

b) Cash bonus / awards - deffered - - - -

c) Bonus and awards in shares - - - -
Charge for defined benefit plan 719 3,269 8,469 12,370
Contribution to defined contribution plan - 3,922 8,083 14,022
Rent & house maintenance 2,251 5,630 47,272 66,990
Utilities 563 - 10,110 14,844
Medical 168 - 1,358 5,233
Conveyance 3 - 3,886 25,403
Signing in bonus - - - 603
Others - - 145 177
Total 14,535 95,045 322,305 519,872
Number of persons 3 1 17 66

38.1 The President & CEO is provided with the Bank's maintained cars in accordance with the terms of employment.

38.2 Remuneration paid to directors for participation in board and committee meetings

2020

Meeting fees and allowances paid
S.No. Name of director Boa.rd ;:;rl:::::; Board :?;?pﬁr:t: Board IT Board Risk Ind.ependent
meetings Remuneration Strategy Governance || Committee Management directors Total
. Committee . Committee meeting
Committee Committee
Rupees '000

1 Mr. Farooq Rahmatullah Khan 12,951 - 2,679 - - - - 15,630

2 Mr. Ahmed Abdulrahim Mohamed Abdulla
Bucheery 9,318 3,986 2,704 1,400 - - - 17,408
3 Mian Muhammad Younis 8,241 3,961 = 4,661 - = 700 17,563
4 Mr. Imtiaz Ahmad Pervez 7,961 = - - - 2,679 - 10,640
5 Mr. Ali Munir 8,380 3,961 - 4,661 4,661 - 700 22,363
6 Mr.Juma Hasan Ali Abul 6,781 3,986 2,704 3,986 - - - 17,457
7 Mr. Abdulelah Ebrahim Mohamed AlQasimi 6,781 = = - 3,986 2,704 - 13,471
8 Mr. Abdulla Abdulaziz Ali Taleb 6,781 = - - 3,986 2,704 - 13,471
9 Mr. Fuad Azim Hashimi * 4,340 2,561 1,279 - - = = 8,180
10 Ms. Fatima Asad * 3,205 1,400 1,400 - - = 700 6,705
11 Mr. Mohsin Tariq * 3,205 = 1,400 = 2,100 = 700 7,405
Total amount paid 77,944 19,855 12,166 14,708 14,733 8,087 2,800 150,293

* The Board of Directors of the Bank was reconstituted in the 25th annual general meeting of the Bank held on May
14, 2020. Ms. Fatima Asad and Mr. Mohsin Tarig were new appointments to the Board while Mr. Fuad Azim Hashimi
retired from the Board.
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2019
Meeting fees and allc paid
Recruitment, Board Audit .
S-No. Name of director Boa'rd Nomination & Board & Corporate Board IT Board Risk Ind.ependent
meetings Remuneration Strategy Governance || Committee Management directors Total
. Committee . Committee meeting
Committee Committee
Rupees '000
1 Mr.Farooq Rahmatullah Khan 13,805 - 2,827 - - - - 16,632
2 Mr. Ahmed Abdulrahim Mohamed Abdulla
Bucheery 9,563 2,888 2,300 - - - - 14,751
3 Mian Muhammad Younis 4,601 2,230 - 2,230 - - 586 9,647
4 Mr.Imtiaz Ahmad Pervez 4,601 - - - - 2,230 - 6,831
5 Mr. Ali Munir 4,601 2,230 - 2,230 2,751 - 586 12,398
6 Mr.Juma Hasan Ali Abul 4,786 2,888 2,300 2,300 - - - 12,274
7 Mr. Abdulelah Ebrahim Mohamed AlQasimi 4,786 - - - 2,823 2,300 - 9,909
8 Mr. Abdulla Abdulaziz Ali Taleh 4,786 - - - 2,823 2,300 - 9,909
9 Mr.Fuad Azim Hashimi 4,601 2,827 2,230 - - - 586 10,244
Total amount paid 56,130 13,063 9,657 6,760 8,397 6,830 1,758 102,595
38.3 Remuneration paid to shariah board members
2020 2019
s . Non- . Non-
Description Chairman Resident resident Chairman Resident resident
member member
member member
Rupees '000
Meeting fees and allowances 8,175 3,348 2,640 8,173 3,000 2,640
Others 2,534 550 - - 3 -
10,709 3,898 2,640 8,173 3,003 2,640
Number of persons 1 1 1 1 1 1

39 FAIR VALUE MEASUREMENTS

The fair value of quoted securities other than those classified as held to maturity, is based on quoted market price.
Quoted securities classified as held to maturity are carried at cost. The fair value of unquoted equity securities, other
than investments in associates and subsidiaries, is determined on the basis of the break-up value of these
investments as per their latest available audited financial statements.

The fair value of unquoted debt securities, fixed term loans, other assets, other liabilities, fixed term deposits and
borrowings cannot be calculated with sufficient reliability due to the absence of a current and active market for these
assets and liabilities and reliable data regarding market rates for similar instruments.

39.1 Fair value of financial assets

The Bank measures fair values using the following fair value hierarchy that reflects the significance of the inputs used in
making the measurements:

Level 1: Fair value measurements using quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2: Fair value measurements using inputs other than quoted prices included within Level 1 that are observable for
the asset 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).
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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:

2020
Level 1 Level 2 Level 3 Total

On-balance sheet financial instruments Rupees ‘000
Financial assets - measured at fair value
Investments

Federal Government securities - 202,016,327 - 202,016,327

Shares 5,631,735 1,477,249 - 7,108,984

Non-Government debt securities 47,510,000 6,092,828 - 53,602,828
Financial assets - disclosed but not measured at fair value
Investments
Non-Government debt securities - 10,029,170 - 10,029,170
Non-financial assets - measured at fair value
Fixed assets (land and buildings) - - 11,259,060 11,259,060
Non-banking assets acquired in satisfaction of claims - - 2,683,207 2,683,207
Off-balance sheet financial instruments - measured at fair value
Forward purchase of foreign exchange - 64,514,335 - 64,514,335
Forward sale of foreign exchange - 26,528,182 - 26,528,182
Derivatives sales - 8,272,187 - 8,272,187

2019
Level 1 Level 2 Level 3 Total

On-balance sheet financial instruments Rupees '000
Financial assets - measured at fair value
Investments

Federal Government securities - 135,299,160 - 135,299,160

Shares 4,344,431 2,149,239 - 6,493,670

Non-Government debt securities 39,550,000 7,154,872 - 46,704,872
Financial assets - disclosed but not measured at fair value
Investments
Non-Government debt securities - 12,564,225 - 12,564,225
Non-financial assets - measured at fair value
Fixed assets (land and buildings) - - 11,325,755 11,325,755
Non-banking assets acquired in satisfaction of claims - - 2,725,172 2,725,172
Off-balance sheet financial instruments - measured at fair value
Forward purchase of foreign exchange - 81,296,151 - 81,296,151
Forward sale of foreign exchange - 41,387,194 - 41,387,194
Derivatives sales - 9,244,773 - 9,244,773
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The Bank's policy is to recognise transfers into and out of the different fair value hierarchy levels at the date when the
event or change in circumstances require the Bank to exercise such transfers.

Valuation techniques used in determination of fair values within level 2

Item

Valuation approach and input used

Pakistan Investment Bonds /
Market Treasury Bills

Fair values of Pakistan Investment Bonds and Treasury Bills are derived using the PKRV /
PKFRV rates.

ljara Sukuk

Fair values of GoP liara Sukuk are derived using the PKISRV rates announced by the
Financial Market Association (FMA) through Reuters. These rates denote an average of
quotes received from different pre-defined / approved dealers / brokers.

Unlisted ordinary shares

Break-up value determined on the basis of the NAV of the company using the latest available
audited financial statements.

Term Finance Certificates (TFCs)
and Sukuk Certificates

Fair values of TFCs and Sukuk certificates are determined using the MUFAP rates.

Item

Valuation approach and input used

Forward foreign exchange
contracts

The valuation has been determined by interpolating the mark-to-market currency rates
announced by the State Bank of Pakistan.

Derivative instruments

The Bank enters into derivative contracts with various counterparties. Derivatives that are
valued using valuation techniques with market observable inputs are mainly interest rate
swaps, cross currency swaps and forward foreign exchange contracts. The most frequently
applied valuation techniques include forward pricing and swap models, using present value
calculations.

Mutual funds

Units of mutual funds are valued using the net asset value (NAV) announced by the Mutual
Funds Association of Pakistan (MUFAP).

Valuation techniques used in determination of fair values within level 3

Item

Valuation approach and input used

Fixed assets (land and buildings)

Land and buildings are revalued by professionally qualified valuers as per the accounting
policy disclosed in note 6.6.

Non-banking assets acquired in
satisfaction of claims

NBAs are valued by professionally qualified valuers as per the accounting policy disclosed in
note 6.9.

The valuations, mentioned above, are conducted by the valuation experts appointed by the Bank which are also on
the panel of the Pakistan Banks' Association (PBA). The valuation experts use a market based approach to arrive at
the fair value of the Bank’s properties. The market approach uses prices and other relevant information generated by
market transactions involving identical or comparable or similar properties. These values are adjusted to reflect the
current condition of the properties. The effect of changes in the unobservable inputs used in the valuations cannot be
determined with certainty, accordingly a quantitative disclosure of sensitivity has not been presented in these
unconsolidated financial statements.

Annual Report 2020 | 251



Notes to and forming part of the
Unconsolidated Financial Statements

For the year ended December 31, 2020
40 SEGMENT INFORMATION

40.1 Segment details with respect to business activities

[ 2020 ]
| Retail 11 CIBG [[  Treasury ] SAM I1 Others I Total |
Profit and loss account Rupees '000
Net mark-up / return / profit (15,617,681) 22,654,079 16,993,528 197,069 307,071 24,534,066
Inter segment revenue - net 31,775,739 (19,720,694) (17,083,127) (108,948) 5,137,030 -
Non mark-up / return / interest income 3,811,737 1,161,124 3,876,876 (18,266) (600,428) 8,231,043
Total income 19,969,795 4,094,509 3,787,277 69,855 4,843,673 32,765,109
Segment direct expenses 11,168,715 | | 553,989 | | 346,768 | | 140,146 | | 7,530,833 | | 19,740,451
Inter segment expense allocation 6,378,043 658,669 140,470 122,626 (7,299,808) -
Total expenses 17,546,758 1,212,658 487,238 262,772 231,025 19,740,451
Provisions 771,696 1,746,171 (61,841) (484,881) 283,156 2,254,301
Profit before tax 1,651,341 1,135,680 3,361,880 291,964 4,329,492 10,770,357
Statement of financial position
Cash and bank balances 29,219,828 - 33,540,008 - - 62,759,836
Lendings to financial institutions - - 2,985,000 - - 2,985,000
Investments - 16,430,902 259,865,978 3,298,820 1,111,380 280,707,080
- Investment provision = = (1,688,885) (2,088,403) = (3,777,288)
Net inter segment lending 412,879,111 - - - (412,879,111) -
Advances - performing 64,171,608 245,899,442 - - 3,448,811 313,519,861
Advances - non-performing 6,647,456 3,489,249 - 16,049,685 39,035 26,225,425
- Advances - provisions (5,245,632) (2,755,805) = (13,299,212) (264,759) (21,565,408)
Others 10,290,418 3,793,772 4,945,294 (1,881,285) 31,955,249 49,103,448
Total assets 517,962,789 266,857,560 299,647,395 2,079,605 (376,589,395) 709,957,954
Borrowings 5,488,813 46,412,012 6,545,691 - - 58,446,516
Subordinated debt = = = = = =
Deposits and other accounts 494,881,273 44,326,035 - 201,771 1,226,754 540,635,833
Net inter segment borrowing - 175,499,595 289,997,780 1,871,334 (467,368,709) -
Others 17,692,703 619,918 331,518 6,500 32,217,534 50,768,173
Total liabilities 517,962,789 266,857,560 296,874,989 2,079,605 (433,924,421) 649,850,522
Equity - - 2,772,406 - 57,335,026 60,107,432
Total equity and liabilities 517,962,789 266,857,560 299,647,395 2,079,605 (376,589,395) 709,957,954
Contingencies and commitments 14,672,741 64,309,145 - 1,249,878 - 80,231,764
| 2019 |
| Retail || CIBG [[__Treasury ] SAM I Others I Total |
Profit and loss account Rupees '000
Net mark-up / return / profit (18,300,251) 29,332,925 9,635,849 334,820 116,762 21,120,105
Inter segment revenue - net 31,581,159 (27,033,908) (8,066,023) (307,598) 3,826,370 -
Non mark-up / return / interest income 4,191,652 1,069,511 2,478,230 (68,493) (500,335) 7,170,465
Total income 17,472,460 3,368,528 4,048,056 (41,271) 3,442,797 28,290,570
Segment direct expenses 11,468,213 | | 507,192 | | 310,658 | | 134,028 | | 4,912,791 | | 17,332,882
Inter segment expense allocation 4,169,128 529,603 108,916 105,144 (4,912,791) -
Total expenses 15,637,341 1,036,795 419,674 239,172 - 17,332,882
Provisions 507,879 654,996 279,221 (674,287) (1,811) 765,998
Profit before tax 1,327,240 1,676,737 3,349,261 393,844 3,444,608 10,191,690
Statement of financial position
Cash and bank balances 22,325,104 - 40,878,883 - - 63,203,987
Lendings to financial institutions - - - - - -
Investments - 19,616,432 184,463,090 3,298,820 639,891 207,918,233
- Investment provision - - (883,015) (2,966,266) - (3,849,281)
Net inter segment lending 348,653,144 - - - (348,653,144) -
Advances - performing 62,582,195 237,193,175 - - 3,626,024 303,401,394
Advances - non-performing 6,266,681 3,807,114 - 20,289,645 45,843 30,409,283
- Advances - provisions (4,503,653) (1,033,307) - (18,697,708) (3,007) (24,237,675)
Others 10,416,842 13,994,465 1,352,471 243,892 26,999,046 53,006,716
Total assets 445,740,313 273,477,879 225,811,429 2,168,383 (317,345,347) 629,852,657
Borrowings 1,931,729 20,088,523 50,726,543 - - 72,746,795
Subordinated debt - - - - - -
Deposits and other accounts 428,360,629 27,972,150 - 115,674 1,340,656 457,789,109
Net inter segment borrowing - 216,745,546 170,558,318 1,985,797 (389,289,661) -
Others 15,447,955 8,671,660 1,142,652 66,912 18,723,701 44,052,880
Total liabilities 445,740,313 273,477,879 222,427,513 2,168,383 (369,225,304) 574,588,784
Equity - - 3,383,916 - 51,879,957 55,263,873
Total equity and liabilities 445,740,313 273,477,879 225,811,429 2,168,383 (317,345,347) 629,852,657
Contingencies and commitments 8,944,978 44,725,691 - 1,204,950 - 54,875,619
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41

Segment details with respect to geographical locations

Segment details with respect to geographical locations are not presented in these unconsolidated financial statements
as geographically the Bank is concentrated in Pakistan only.

TRUST ACTIVITIES

The Bank acts as trustees and in other fiduciary capacities that result in the holding or placing of assets on behalf of
individuals, trusts, retirement benefit plans and other institutions. These are not assets of the Bank and, therefore, are
not included in the unconsolidated statement of financial position. The following is the list of assets held under trust:

2020
Securities held (face value)
No. of IPS i ;
Category Market Pakistan Government Islamic Naya
accounts Treasury Bills Iane:rt]r(ril: nt ljara Sukuks c':z:-tkilf?g?e Total
Rupees '000

Corporate 51 3,898,430 456,200 - - 4,354,630
Insurance companies 3 = = = = -
Asset management companies 50 326,000 65,000 - - 391,000
Employees funds 168 4,495,770 12,399,700 60,000 - 16,955,470
Charitable institution / NGOs 22 995,750 1,036,500 - - 2,082,250
Individuals 4,403 1,942,640 977,300 19,300 1,947,071 4,886,311
Related parties 8 881,590 421,100 - - 1,302,690
Others 5 - - = = -

4,710 12,540,180 15,355,800 79,300 1,947,071 29,922,351

2019
Securities held (face value)
No. of IPS i :
Category Market Pakistan Government Islamic Naya
accounts | preaury gills || Mestment ljara Sukuks Fakistan, Total
Rupees '000

Corporate 46 10,030,920 516,600 - - 10,547,520
Insurance companies 3 - 29,000 - - 29,000
Asset management companies 49 101,100 - - - 101,100
Employees funds 165 3,673,305 6,373,000 - - 10,046,305
Charitable institution / NGOs 22 638,100 527,500 - - 1,165,600
Individuals 1,917 1,917,615 1,044,700 - - 2,962,315
Related parties 8 222,800 106,200 - - 329,000
Others 5 - - - - -

2,215 16,583,840 8,597,000 : : 25,180,840
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43

2020 2019
CAPITAL ADEQUACY, EVERAGE RATIO & LIQUIDITY REQUIREMENTS 7777~ Rupees '000------------
Minimum capital requirement (MCR):
Paid-up capital (net of losses) 15,176,965 15,176,965
Capital adequacy ratio (CAR):
Eligible common equity tier 1 (CET 1) capital 49,714,043 43,235,482
Eligible additional tier 1 (ADT 1) capital - -
Total eligible tier 1 capital 49,714,043 43,235,482
Eligible tier 2 capital 8,503,577 10,070,358
Total eligible capital (tier 1 + tier 2) 58,217,620 53,305,840
Risk weighted assets (RWAs):
Credit risk 238,337,872 216,126,150
Market risk 21,979,018 18,811,120
Operational risk 51,445,036 43,523,481
Total 311,761,926 278,460,751
Common equity tier 1 capital adequacy ratio (in %) 15.95% 15.53%
Tier 1 Capital adequacy ratio (in %) 15.95% 15.53%
Total Capital adequacy ratio (in %) 18.67% 19.14%

Capital adequacy is regularly monitored by the Bank’s management, employing techniques based on the guidelines
developed by the Basel Committee and as per the requirements of the SBP. The required information is submitted to
the SBP on a quarterly basis.

As at December 31, 2020, the SBP requires each bank or banking group to: (a) hold the minimum level of the paid-up
capital of Rs 10 billion; (b) maintain a ratio of total regulatory capital to the risk-weighted assets at or above the
required minimum level of 10% and (c) maintain common equity tier | (CET1) ratio and tier 1 ratio of 6% and 7.5%
respectively.

With effect from December 31, 2020, an additional Capital Conservation Buffer (CCB) of 2.5% (to be met from CET1)
has to be maintained over and above the minimum required level. In order to dampen the effects of COVID-19, the
State Bank of Pakistan has given a regulatory relief and reduced the Capital Conservation Buffer (CCB) for the time
being, from its existing level of 2.5% to 1.5%, till further instructions.

The paid-up capital of the Bank for the year ended December 31, 2020, stood at Rs 15.177 billion (2019: Rs 15.177
billion). As at December 31, 2020, the Bank's CAR stood at 18.67% (December 31, 2019: 19.14%) whereas CET1
and Tier 1 ratios both stood at 15.95% (December 31, 2019: 15.53%).

The Bank is also in compliance with the Capital Conservation Buffer requirements.

2020 2019

————————————— Rupees '000------------
Leverage ratio (LR):
Eligible tier-1 capital 49,714,043 43,235,482
Total exposures 833,578,134 738,294,782
Leverage ratio (in %) 5.96% 5.86%
Liquidity coverage ratio (LCR):
Total high quality liquid assets 265,715,345 174,038,704
Total net cash outflow 125,951,241 122,919,223
Liquidity coverage ratio (Ratio) 2.110 1.416
Net stable funding ratio (NSFR):
Total available stable funding 493,425,675 406,300,952
Total required stable funding 291,491,198 299,630,986
Net stable funding ratio (in %) 169.28% 135.60%
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43.1 The link to the full disclosure is available at https://www.faysalbank.com/en/capital-adequacy-ratio-car/

44 RISK MANAGEMENT

Risk management group (RMG) has been organised under the Chief Risk Officer (CRO). It has been authorised by the
Board of Directors (BoD) to monitor the implementation of various risk policies via implementation of an integrated risk
management framework across the Bank. As an ongoing exercise to integrate risk related functions, RMG has been
expanded, strengthened and entrusted to monitor the risk areas across the organisation, including adoption and
convergence towards regulatory and Basel guidelines on risk management.

The primary objective of this architecture is to inculcate risk management into the organisation flows to ensure that
risks are timely and accurately identified and assessed, properly documented, approved and adequately monitored
and managed in order to ensure that risk taking activities are in line with the guidelines approved by the BoD and to
protect the interests of the Bank’s depositors and shareholders.

The 'risk management framework' at the Bank encompasses:

- scope of risks to be managed;

- process, systems and procedures to manage risk; and

- roles and responsibilities of individuals involved in risk management.

The Bank has adopted an approach that gives an integrated view of the risks faced by the organisation. This calls for
aligning strategic vision, policy objectives and business processes / procedures within the risk management
framework. The management of risk is integrated with the Bank's management of capital and strategy. This ensures
that risks taken in pursuit of the Bank’s strategic objectives are consistent with the policies, translating into targeted
shareholder return as well as the Bank’s desired credit rating and risk appetite.

With this in view, the risk management framework endeavours to be a comprehensive and evolving guidelines to cater
to changing business dynamics. The risk management framework includes:

- clearly defined risk management policies;
- well constituted organisational structure; and

- mechanism for ongoing review of all policies and procedures and risk exposures.
The 'risk management framework' is built on the following elements:

- comprehensive risk governance; and

- effective risk processes.

The Bank has developed and implemented a governance and management structure, processes surrounding each
risk area, including credit risk, market risk, liquidity risk, capital management, operational risk, environmental risk and
information security risk.

The essential components which contribute in effective management of all these risks are as follows:

- active board / senior management strategic direction and centralised RMG oversight;

sufficient policies, procedures and limits;

adequate risk measurement, monitoring and management information systems; and

- comprehensive internal controls.
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The Board of Directors (BoD) monitoring and oversight is facilitated through the Board Risk Management Committee
(BRMC), comprising of directors including the President & CEO. It is appointed and authorised by the BoD to assist in
the design, regular evaluation and timely updation of the risk management framework. The BRMC has further
authorised management committees such as Country Credit Committee (CCC), Agriculture Credit Committee (ACC),
Enterprise Risk Management Committee (ERMC) and Assets and Liabilities Committee (ALCO) to supervise risk
management activities within their respective areas.

In order to have an effective and efficient risk assessment, and to closely align its functions with business, RMG has
separate risk management functions for credit risk management, based on the specialised skill sets and required
specific experience in various business segments. These functions comprise of corporate risk, CBSME, agri and retail
risk management.

The common responsibilities of all credit risk management functions include:

- conduct a thorough and an independent due diligence of the proposed / existing exposures in the respective risk
portfolios.

- work with compliance department of the Bank to ensure conformity to the relevant Government regulations, the
SBP PRs as well as internal policies.

- work with relationship teams to structure exposures such that they mitigate key risks, cater to customer
requirements, remain economical in terms of risk weighted assets / capital allocation to ensure adequate risk
coverage.

The risk management architecture is further fostered by enterprise risk management, credit administration, risk policy
and portfolio management and information security functions.

The enterprise risk management function is responsible for managing and controlling market, operational and liquidity
risks at an enterprise level and monitoring regulatory capital requirements of the Bank.

Credit administration department looks after the security, loan documentation, disbursement and post disbursement
monitoring aspects of the credit portfolio.

Risk policy and analytics department serves as an independent check in the risk management function. It performs
periodic review of all credit related portfolios (corporate, CBSME, retail, agri, SAM) and analyses portfolio
compositions, risk rating distributions, emerging trends of NPLs, renewal status of RAs as per policy and other policy
related matters. It also formulates / updates credit policies (along with various limits prescribed therein) in line with
regulatory environment, business strategy, the BoD approvals and the best practices.

The information security risk function is responsible for information security risk identification, monitoring and
reporting.

441 Credit risk

Credit risk is the identification of probability that a counterparty will cause a financial loss to the Bank due to its
inability or unwilingness to meet its contractual obligation. This credit risk arises mainly from both direct lending
activities as well as contingent liabilities.

The Bank’s credit risk philosophy is based on the Bank’s overall business strategy / direction as established by the
Board. The Bank is committed to the appropriate level of due diligence to ensure that credit risks have been properly
analysed, fully disclosed to the approving authorities, and appropriately rated, appropriately structured, appropriately
priced and documented.
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The Bank deals with many different types of borrowers and borrowing structures across the corporate, commercial,
SME, agriculture and retail segments. The Bank manages customer credit risk exposures within appropriate limits to
ensure that it does not provide a disproportionate level of credit to a single customer or group of connected clients.
The Bank follows aggregation principles — summing of credit risk limits to the same customer, or group of connected
clients — to identify and manage effectively all significant credit risk exposures to a single customer within an individual
business and, where appropriate, across other business segments.

The Bank has well-defined credit approval and review processes under which senior officers with the requisite credit
background, critically scrutinise, advise and discuss associated risks and recommend / review / approve credit
facilities and financing, through respective credit committees. Besides financial, industry and transaction analysis, in
order to quantify risks of counterparty, the credit evaluation also includes risk rating system to evaluate risk rating of
the customers which is then monitored on a portfolio basis to gauge the Bank’s credit portfolio quality. To avoid risk
concentration, counterparty limits, counterparty group limits and industry concentration limits are also established,
monitored and assessed in the light of changing counterparty and market conditions.

With a view to develop and effectively manage a diversified credit portfolio within each business segment (as an
integral part of the credit risk management process), the Bank has adopted the concept of an industry / sector-wise
exposure concentration grid which dictates target market exposures.

As part of the Bank’s portfolio strategy and planning activity, these industry concentration limits are continually
overseen by the management against the Bank’s approved exposures in these sectors and reviewed by the Board
Risk Management Committee (BRMC) in its meetings with an aim to monitor the overall risk and to avoid high
exposure to a single group or industry.

44.1.1 Segment by class of business

Credit Risk Management (CRM) Framework (non-retail / non-individual portfolio) covers three business segments:
corporate risk management, commercial banking and SME (including agri) risk management and retail risk
management. Based on overall guidance provided by a recognised and established external consultant, in line with
the global best practices while ensuring regulatory compliance and alleviation of any (perceived) conflict of interest,
credit management process has been segregated into two distinct categories:

- independent risk advice by risk management function.

- credit approvals by credit committee(s), while taking into consideration the business unit recommendations /
approvals and independent risk advice.

With this segregation, the role of risk management function in credit approval process is focused to provide risk
advice only, based on key risk parameters; whereas relevant credit committees are responsible for providing credit
related approvals.

Retail risk management is responsible for managing the credit risk of consumer finance credit products, with credit
facilities extended to individual (non-corporate) customers. The consumer finance / retail finance function operates on
a program approach, which are approved by the Country Credit Committee and subsequently by the BoD. The retail
risk management provides its input on risk parameters in term of 'risk advice', at the time of approval / changes in
product programs. The retail risk management also ensures that all the ongoing individual credit approvals are within
pre-defined risk parameters as per the approved product programs.

44.1.2 Credit risk: geneal disclosures Basel specific

The Bank has adopted the standardised approach under Basel. According to the regulatory statement submitted
under the standardised approach, the portfolio has been divided into claims on public sector entities in Pakistan
(PSEs), claims on corporate (excluding equity exposure) and claims categorised as retail portfolio. Claims on
corporate constitute 63.74% (2019: 58.88%) of the total credit risk weighted assets, 1.88% (2019: 2.41%) represents
claims on PSEs and 15.73% (2019: 16.23%) exposure pertains to claims categorised as retail portfolio.
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44.1.3 Credit risk: discloswas for portfolio subject to standardised approach

For domestic claims, external credit assessment institutions (ECAIs) recommended by the SBP, namely Pakistan
Credit Rating Agency Limited (PACRA) and VIS Credit Rating Company Limited are used. For claims on foreign
entities, ratings assigned by Standard and Poor, Fitch and Moody's are used. Exposures not rated by any of the
aforementioned rating agencies are categorised as unrated.

Standard

E ' i
xposures PACRA VIS and Poor's Moody's Fitch
Corporate v v - - -
Banks v v v v v
Sovereigns - - v v v
PSEs v v - - -

The SBP's indicative mapping process as instructed in the SBP's circular "Minimum capital requirements for banks
and DFIs" (indicated in table below) was used to map alpha numeric ratings of PACRA, VIS, S&P's. Moody's, Fitch
ratings, and numeric scores of ECAs, to the SBP's rating grades.

Long term rating grades mapping

SBP rating ECA scores PACRA VIS S&P Moody’s Fitch
1 0,1 AA-and above || AA-and above || AA-and above || Aa3 and above AA- and above
2 2 A+ to A- A+ to A- A+ to A- Alto A3 A+ to A-
3 3 BBB+ to BBB- || BBB+to BBB- || BBB+ to BBB- Baa1 to Baa3 BBB+ to BBB-
4 4 BB+ to BB- BB+ to BB- BB+ to BB- Ba1toBa3 BB+ to BB-
5 56 B+ to B- B+ to B- B+ to B- B1to B3 B+ to B-
6 7 CCC+ &Below [| CCC+ & Below || CCC+ &Below || Caal & Below CCC+ & Below
Short term rating grades mapping
SBP rating PACRA VIS S&P Moody’s Fitch
S1 A-1 & above A-1 & above A-1 & above P-1 F1
S2 A2 A2 A2 P-2 F2
S3 A3 A3 A3 P-3 F3
S4 Others Others Others Others Others

Particulars of the Bank's significant on-balance sheet and off-balance sheet credit risk in various sectors are analysed

as follows:
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441.4

44.1.5

Lendings to financial institutions

Credit risk by public / private sector

Gross lendings

Non-performing lendings

Provision held

2020

2019

2020 2019 2020 2019
Rupees '000
Public / Government 2,985,000
Private -
2,985,000 -

Investment in debt securities

Credit risk by industry sector

Gross investments

Non-performing lendings

Provision held

2020 2019 2020 2019 2020 2019
Rupees '000

Textile 51,476 51,476 51,476 51,476 51,476 51,476
Chemical and pharmaceuticals 1,914,648 2,296,663 1,528,616 1,543,597 1,528,616 1,543,597
Cement 500,000 500,000 500,000 500,000 500,000 500,000
Sugar 8,311 8,311 8,311 8,311 8,311 8,311
Power (electricity), gas, water, sanitary 58,686,826 51,252,852 - - - -
Financial 528,571 618,234
Others 1,780,459 1,899,941 - - - -

63,470,291 56,627 477 2,088,403 2,103,384 2,088,403 2,103,384

Credit risk by public / private sector

Gross investments

Non-performing lendings

Provision held

2020 2019 2020 2019 2020 2019
Rupees '000
Public / Government 58,659,556 51,128,014 - - -
Private 4,810,735 5,499,463 2,088,403 2,103,384 2,088,403 2,103,384
63,470,291 56,627,477 2,088,403 2,103,384 2,088,403 2,103,384
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44.1.6 Advances
Credit risk by industry sector

Gross advances Non-performing advances Provision held
2020 2019 2020 2019 2020 2019
Rupees '000

Agriculture, forestry, hunting and fishing 13,223,912 37,671,466 1,285,467 1,393,828 952,068 932,071
Mining and quarrying 9,825,281 10,643,302 3,451 3,451 3,451 3,451
Textile 48,192,672 33,179,852 6,970,425 8,694,000 6,774,726 8,427,536
Chemical and pharmaceuticals 10,160,529 10,065,770 722,784 718,432 539,710 611,552
Cement 8,348,611 6,257,485 41,608 41,608 39,108 39,108
Sugar 8,469,446 10,580,956 722,146 1,292,131 653,799 484,798
Footwear and leather garments 1,959,600 1,565,492 388,849 425,235 274,304 295,433
Automobile and transportation equipment 3,987,402 8,626,943 180,226 357,936 164,957 335,866
Electronics and electrical appliances 6,436,741 6,152,026 796,963 1,096,112 613,140 1,027,788
Construction 3,912,232 2,075,729 402,609 319,235 373,029 310,284
Power (electricity), gas, water, sanitary 69,630,945 57,535,304 1,912,627 4,690,628 1,463,827 3,143,913
Wholesale and retail trade 9,896,465 11,633,590 2,376,685 2,553,567 1,778,353 1,734,079
Transport, storage and communication 30,713,246 4,030,862 219,883 251,613 183,314 145,996
Financial 2,496,069 3,900,437 50,853 50,853 50,309 50,309
Insurance 465 1,064 = - = -

Services 20,607,480 15,069,623 385,817 474,018 321,972 392,480
Individuals 39,498,032 36,199,917 3,195,164 2,861,246 2,706,894 2,380,111
Others 52,386,158 78,620,859 6,569,868 5,185,390 3,756,671 3,160,949

339,745,286 333,810,677 26,225,425 30,409,283 20,649,632 23,475,724

Credit risk by public / private sector

Public / Government 66,100,620 75,934,491 = - = -
Private 273,644,666 257,876,186 26,225,425 30,409,283 20,649,632 23,475,724
339,745,286 333,810,677 26,225,425 30,409,283 20,649,632 23,475,724
44.1.7 Contingencies and Commitments ———————2—(—)—2—(—)—Rupees .000_2219_ ______
Credit risk by industry sector
Agriculture, forestry, hunting and fishing 129,715 24,664
Mining and quarrying 643,156 401,842
Textile 16,819,192 12,314,035
Chemical and pharmaceuticals 4,612,636 2,178,731
Cement 1,889,995 1,180,988
Sugar 141,910 180,375
Footwear and leather garments 971,716 165,732
Automobile and transportation equipment 7,898,310 226,689
Electronics and electrical appliances 1,062,536 350,193
Construction 701,276 582,688
Power (electricity), gas, water, sanitary 8,343,448 3,733,267
Wholesale and retail trade 6,650,570 5,017,410
Exports / imports 121,662 95,358
Transport, storage and communication 1,470,443 1,768,837
Financial 1,576,753 35,547
Services 2,962,296 7,806,189
Individuals 1,266,835 1,099,705
Others 22,969,315 17,713,369
80,231,764 54,875,619
Credit risk by public / private sector
Public / Government 27,213,201 1,857,056
Private 53,018,563 53,018,563
80,231,764 54,875,619
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44.1.8 Concentration of advances

The Bank's top 10 exposures on the basis of total (funded and non-funded exposures) aggregated to Rs 143,318
million (2019: Rs 137,403 million) are as following:

2020 2019
————————————— Rupees '000------------
Funded 127,981,622 123,725,214
Non-funded 15,336,103 13,678,125
Total exposure 143,317,725 137,403,339

The sanctioned limits against these top 10 exposures aggregated to Rs 178,938 million (2019: Rs 166,366 million).

There are no classified exposures under this category of advances.

44.1.9 Advances - province / region-wise disbursement and utilisation

2020
Utilisation
Province / region Dishurse- KK . AJK.
ments Punjab Sindh including Balochistan Islamabad mcl.ud.mg
FATA Gilgit-
Baltistan
Rupees '000
Punjab 349,302,391 || 337,527,252 || 11,039,826 273,004 3,108 456,575 2,626
Sindh 462,384,651 || 29,676,967 || 432,479,153 23,096 142,926 60,611 1,898
KPK including FATA 1,399,307 - - 1,399,307 - - -
Balochistan 4,134 - - - 4,134 - -
Islamabad 21,520,373 3,384,997 487,909 705,436 124 16,771,842 170,065
AJK including Gilgit-Baltistan 68,512 842 - - - - 67,670
Total 834,679,368 370,590,058 444,006,888 2,400,843 150,292 17,289,028 242,259
2019
Utilisation
Province / region Disburse- KPK . AJK.
ments Punjab Sindh including Balochistan Islamabad |ncl_ud_|ng
FATA Gilgit-
Baltistan
Rupees '000
Punjab 398,535,206 || 391,090,500 7,057,562 135,711 4,100 239,444 7,889
Sindh 491,689,892 || 17,685,596 || 471,355,695 572,428 2,043,897 27,102 5174
KPK including FATA 1,656,726 21,064 - 1,635,662 - - -
Balochistan 1,570 - - - 1,570 - -
Islamabad 32,855,422 1,558,245 260,872 496,785 3,880 30,502,761 32,879
AJK including Gilgit-Baltistan 1,239,835 171,980 - 10,596 - - 1,057,259
Total 925,978,651 410,527,385 478,674,129 2,851,182 2,053,447 30,769,307 1,103,201
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44.2 Market Risk

It is the risk that the value of on-balance sheet and off-balance sheet positions of the Bank will be adversely affected
by movements in market rates or prices such as interest rates, equity prices and / or commodity prices resulting in a
loss to earnings and capital. Market risks arise generally from trading activities, open foreign currency positions,
holding common equity and other products. All such instruments and transactions are exposed to general and
specific market movements.

The Bank seeks to mitigate market risk by employing strategies that correlate price, rate and spread movements of its
earning assets, liabilities and trading activities. Treasury front office, market risk management and treasury middle
office perform market risk management activities within the Bank. The Bank has Enterprise Risk Management
Committee which is responsible for recommending market risk policies and strategies for the Board approval and its
subsequent implementation and review.

44.2.1 Unconsolidated statement of financial position split by trading and banking books

2020 2019
Banking Trading Banking Trading
book book Total book book Total
Rupees '000
Cash and balances with treasury banks 59,881,289 - 59,881,289 60,368,417 - 60,368,417
Balances with other banks 2,878,547 - 2,878,547 2,835,570 - 2,835,570
Lendings to financial institutions 2,985,000 - 2,985,000 - - -
Investments 19,727,736 257,202,056 276,929,792 27,830,930 176,238,022 204,068,952
Advances 318,179,878 - 318,179,878 309,573,002 - 309,573,002
Fixed assets 24,038,885 - 24,038,885 24,183,424 - 24,183,424
Intangible assets 1,540,779 - 1,540,779 1,487,541 - 1,487,541
Deferred tax assets - - - - - -
Other assets 23,523,784 - 23,523,784 27,335,751 - 27,335,751
452,755,898 257,202,056 709,957,954 453,614,635 176,238,022 629,852,657

44.2.2 Foreign Exchange Risk

Foreign exchange risk / currency risk is the current or prospective risk to earnings and capital arising from adverse
movements in currency exchange rates. It refers to the impact of adverse movements in currency exchange rates on
the value of open foreign currency positions. Changes in currency rates affect the value of assets and liabilities
denominated in foreign currencies and may affect revenues from foreign exchange dealing.

The Bank undertakes currency risk mostly to support its trade services and maintains overall foreign exchange risk
position to the extent of statutory Foreign Exchange Exposure Limit (FEEL) prescribed by the SBP.

Exposure limits such as counterparty, gap, net open position, dealer and bucket-wise currency delta limits are in place
in accordance with the Bank’s approved policies in order to manage associated risk and concentration at the
acceptable tolerance levels.
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2020 2019
J— Off-balance Net J— Off-balance Net
Assets Liabilities . currency Assets Liabilities . currency
sheet items sheet items
exposure exposure
Rupees '000
Pakistan Rupee 694,278,646 596,182,242 (37,252,513) 60,843,891 614,326,820 520,288,044  (40,234,738) 53,804,038
United States Dollar 11,685,918 46,504,509 34,045,900 (772,691) 12,834,688 48,355,127 36,977,410 1,456,971
Great Britain Pound Sterling 2,576,085 4,666,666 2,101,525 10,944 1,752,207 3,901,237 2,155,516 6,486
Euro 1,372,956 2,475,788 1,105,389 2,557 910,522 2,041,078 1,129,859 (697)
Japanese Yen 247 3,212 2,945 (20) 227 1,861 2,138 504
Other currencies 44,102 18,105 (3,246) 22,751 28,193 1,437 (30,185) (3,429
709,957,954 _ 649,850,522 - 60,107,432 629,852,657 _ 574,588,784 - 55,263,873
2020 2019
Banking Trading Banking Trading
book book book book
--------------------------- Rupees '000 -----===========mmmmmmmmmme
Impact of 1% change in foreign exchange rates on
- profit and loss account - (7,365) - 14,598

- other comprehensive income

44.2.3 Equity position Risk

Equity position risk is the risk arising from unfavourable fluctuations in prices of shares in which the Bank carries long /
short positions. It is a risk to earnings or capital that results from adverse changes in the value of equity related
portfolios of the Bank. Price risk associated with equities could be systematic or unsystematic. Systematic risk is due
to sensitivity of portfolio’s value to changes in overall level of equity prices, while unsystematic risk is associated with
price volatility that is determined by the specific characteristics of the investee company.

The Bank's equity position is governed by position limits imposed by the SBP for overall investment and per scrip
exposure. Additionally, there are internal limits set to manage overall earnings in the form of stop loss limits and
maintain a diverse portfolio through sector concentration limits.

Impact of 5% change in equity prices on

- profit and loss account

- other comprehensive income
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Notes to and forming part of the
Unconsolidated Financial Statements

For the year ended December 31, 2020

Yield curve risk is the risk that a financial instrument will suffer either a decline in income or capital because future
changes in prevailing interest rates impact assets more or less than they impact liabilities.

The interest rate risk of the Bank arises when there is a mismatch between contractual maturities, which are subject to
interest rate adjustment within a specified period or re-pricing of on and off-balance sheet assets and liabilities. Risk is
addressed by Asset and Liability Management Committee that reviews the interest rate dynamics at regular intervals
and decides re-pricing of assets and liabilities to ensure that the spread of the Bank remains at an acceptable level.

Major sources of Interest rate risk are;

i)  differences between the timing of rate changes and the timing of cash flows (re-pricing risk);

i) changing rate relationships among different yield curves affecting the Bank's activities (basis risk);
i) changing rate relationships across the range of maturities (yield curve risk);

iv) interest-related options embedded in the Bank's products (options risk); and

v) changes in marked-to-market value of financial instruments which occur when interest rate changes (price risk).
44.3 Operational risk

Operational risk is the risk of direct or indirect losses resulting from inadequate or failed internal processes or systems,
human factors or from external events. The Bank’s businesses are dependent on the ability to process a large number
of transactions efficiently and accurately. Operational risks and losses originate from business / operational process
failure, IT security failure, natural disasters, dependence on key suppliers, fraud, service quality compromises,
regulatory non-compliance, loss of key staff and social and environmental impacts.

The operational risk management function is primarily responsible for the oversight of operational risk management
across the Bank. The operational risk management framework of the Bank is governed by the operational risk
management policy and procedures, while the implementation is supported by an operational risk management
system and designated operational risk coordinators within different units across the Bank. The framework is in line
with international best practices, flexible enough to implement in stages and permits the overall approach to evolve in
response to organisational learning and future requirements.

The Bank has implemented an effective operational risk management framework for managing operational risk. Each
department has processes and system controls in place to address operational risks within their area. Operational loss
data is collected through a well defined program implemented across the Bank. Periodic workshops are conducted for
risk and control self assessment and key risk exposures are identified and assessed against existing controls to
evaluate improvement opportunities. Key risk indicators are also defined for monitoring of risk exposures. New
products, systems, activities and processes are subject to comprehensive operational risk assessments, before
implementation. Regular updates on operational risk status is presented to Enterprise Risk Management Committee
(ERMC) and the Board of Directors through the Board Risk Management Committee (BRMC).

Operational risk-disclosures Basel Il specific

Operational risk is the risk of loss resulting from inadequate or failed internal processes, people and systems or from
external events.

The Bank is currently using basic indicator approach for calculating operational risk capital charge.

Under basic indicator approach the capital charge for operational risk is a fixed percentage (denoted alpha) of average
positive annual gross income of the Bank over the past three years. Figures for any year in which annual gross income
is negative or zero, should be excluded from both the numerator and denominator when calculating the average.
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44.4 Liquidity risk

Liquidity risk is the risk that the Bank will be unable to meet its payment obligations associated with its financial
liabilities when they fall due and to replenish funds when they are withdrawn.

Liquidity risk management framework is governed by the liquidity risk management policy. The policy provides specific
directives for measuring and managing liquidity risk identifies responsible personnel; and defines their respective roles
and responsibilities relating to liquidity risk management.

The management of liquidity risk is accomplished through a formal structure which includes:
- Board of Directors (BoD)

- Board Risk Management Committee (BRMC)

- Asset and Liability Committee (ALCO)

- Enterprise Risk Management Committee (ERMC)

- Treasury

- Risk management (enterprise risk management)

- Finance

The BoD approves the liquidity risk management policy including risk limits and ensures, through quarterly reviews by
the BRMC, that the Bank's liquidity risk is being managed prudently. The BRMC plays a strategic role in liquidity risk
management by overseeing the liquidity risk profile of the Bank. ERMC defines the risk tolerance levels and setting risk
limits for effective liquidity risk management. ALCO ensures adherence with policy requirements and risk limits so that
the Bank remains sufficiently liquid at all times.

The market and liquidity risk under enterprise risk management function overseas liquidity risk. The Bank’s Asset and
Liability Committee manages the liquidity position on a continuous basis.

The Bank ensures to maintain a diversified portfolio of liquid assets and funding base. Sources of funding comprise of
a good mix of core deposits. Concentration in deposit, especially large volume deposits, is closely monitored to
anticipate any potential liquidity issues in case of their withdrawals.

Various tools and techniques are used to measure and monitor the possible liquidity risk. These include monitoring of
different liquidity ratios like liquid assets to liquid liabilities, liquid assets to total deposits, large volume deposits to total
deposits, advances to deposit, liquid assets to volatile funding; on a regular basis against defined limits. Further,
liquidity gaps over different time bands, are also monitored through maturity profiling of assets and liabilities. The Bank
also ensures that statutory cash and liquidity requirements are maintained at all times. In addition, the Bank has also
implemented the SBP's Basel lll liquidity standards for ensuring compliance with the requirements of LCR, NSFR and
other monitoring tools.

The Bank performs liquidity stress testing on periodic basis in order to ensure sufficient liquidity is always available to
meset financial obligations / commitments. Stress testing aims to quantify the potential impact of extreme yet plausible
events or movements on the value of portfolio. Shocks include withdrawal of deposits, withdrawal of wholesale / large
deposits, withdrawal of top deposits, etc. The results of liquidity stress testing are shared with relevant authorities /
committees, on periodic basis.

Contingency funding plan (CFP) is a part of liquidity risk management policy of the Bank. CFP provides a set of several
early warning indicators of a possible liquidity shortfall situation; describes the actions to be taken to manage it and
identifies the roles and responsibilities of ALCO, CFP team or other relevant authorities.
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Notes to and forming part of the
Unconsolidated Financial Statements

For the year ended December 31, 2020

There are a number of risks undertaken by the Bank, which need to be monitored and assessed. The management of
risks includes the following primary components:

- comprehensive risk measurement approach;
- detailed structure of limits, guidelines and other parameters used to govern risk taking; and
- strong management information system for controlling, monitoring and reporting risks.

Major risks associated with the derivative instruments are market risk, credit risk and liquidity risk. The Bank uses
SunGard-Sierra to measure and manage these risks which provides end-to-end capability with respect to transaction life
cycle.

Market risk

Market risk is the risk that the value of a derivative contract will be adversely affected by movements in equity prices,
interest rates, currency exchange rates and commodity prices. The authority for approving policies, limits and periodic
reviews rest with the Board of Directors. The critical measures used to manage market risks are interest rate delta and
currency delta basis. These measures involve extreme shifts in a variety of parameters, such as FX rates, interest rates,
equity prices, implied volatility levels and combinations of the above. These measures are calculated through the relevant
systems.

Credit risk

Credit risk is the risk that a party to a derivative contract will fail to perform its obligation. There is a settlement risk
associated with the derivative transactions. Settlement risk is monitored on a daily basis. Risk management department
of the Bank sets the policies and limits for counterparty risk based on a pre-defined criteria linked with the internal risk
rating of the customer.

Liquidity risk

Liquidity risk is managed as part of the overall liquidity risk of the Bank. The risk management policies related to liquidity
risk are explained in note 44.4 to these unconsolidated financial statements.

44.6 COVID-19 RISK MANAGEMENT

The COVID-19 pandemic has taken a toll on all economies and emerged as a contagion risk around the globe, including
Pakistan. To reduce the impact on businesses and economies in general, regulators / governments across the globe
have introduced a number of measures on both the fiscal and economic fronts. The risk management policies continue
to remain robust and the Bank is reviewing its portfolio regularly and conducts rapid portfolio reviews in line with
emerging risks.

The SBP has also responded to the crisis by cutting the Policy Rate by 625 basis points since the beginning of the year,
to 7% till December 31, 2020. Other regulatory measures to provide an impetus to economic activity include the
following:

- reduction in the capital conservation buffer by 100 basis points to 1.5%;
- increasing the regulatory limit on extension of credit to SMEs to Rs 180 million;
- relaxing the debt burden ratio for consumer loans from 50% to 60%;

- The timeline for classification of 'trade bills' as non-performing has been extended from 180 days overdue to 365
days overdue;
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Notes to and forming part of the
Unconsolidated Financial Statements

For the year ended December 31, 2020

- The financing facilities of obligors who have requested for deferment or rescheduling / restructuring are not required
to be classified unless the payment obligations are past due by 180 days;

- allowing banks to defer borrowers’ principal loan payments by one year and or restructure / reschedule loans for
borrowers who require relief of principal repayment exceeding one year and / or mark-up with no reflection on credit
history; and

- Introduction of refinancing schemes for payment of wages and salaries.

COVID-19 has impacted banks in Pakistan on a number of fronts including increase in credit risk pertaining to the loans
and advances portfolio, reduced fee income due to overall slowdown in economic activity, continuity of business
operations and managing cybersecurity threat as certain Bank’s staff members are working from home and an ever
increasing number of customers are being encouraged to use digital channels. Major aspects of COVID-19 on the
Bank's risk management policies are given below:

Credit risk management

The risk management function of the Bank is regularly conducting assessments of the credit portfolio to identify
borrowers most likely to get affected due to changes in the business and economic environment. The Bank has further
strengthened its credit review procedures in light of COVID-19 and the Bank is continuously reviewing the portfolio, to
identify accounts susceptible to higher risk, resulting from COVID-19 outbreak.

The management has exercised prudence and recognised a general provision of Rs 250 million as disclosed in note
11.4.1 to these unconsolidated financial statements.

Liquidity risk management

In view of the relaxation granted by the SBP for deferral of principal and mark-up and rescheduling of loans there will be
an impact on the maturity profile of the Bank. The asset and liability committee (ALCO) of the Bank is continuously
monitoring the liquidity position and the Bank is confident that the liquidity buffer currently maintained is sufficient to cater
any adverse movement in cash flow maturity profile.

Equity risk management

The carrying value of the Bank's investment in listed equity securities classified as available-for-sale, amounts to Rs
6,984.389 million as at December 31, 2020. The Bank has recorded an impairment of Rs 379.785 million in these
unconsolidated financial statements. The index of Pakistan Stock Exchange has revived from March 2020 and there is
no major loss on equity securities as at December 31, 2020 due to COVID-19.

Operational risk management

The Bank is closely monitoring the situation and has invoked required actions to ensure the safety and security of the its
staff and uninterrupted service to customers. The senior management of the Bank is continuously monitoring the
situation and is taking timely decisions to resolve any concerns.

Business Continuity Plans (BCP) for respective areas are in place and tested. The Bank has significantly enhanced
monitoring of cybersecurity risk during these times. Remote work capabilities were enabled for staff, where required, and
related risk and control measures were taken to ensure that the Bank’s information assets are protected from emerging
cyber threats and comply with the regulatory protocols required under the circumstances. The Bank has taken all
measures to ensure that service levels are maintained, customer complaints are resolved and turnaround times are
monitored and the Bank continues to meet the expectations of its employees and customers.
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Notes to and forming part of the
Unconsolidated Financial Statements

For the year ended December 31, 2020

Capital adequacy ratio

Under the current scenario, the Banks are under pressure to extend further credit to their borrowers, while overall
deteriorating credit risk and increased NPL may also put additional pressures on the Banks from Capital Adequacy Ratio
(CAR) perspective. The SBP has relaxed the Capital Conversion Buffer (CCB) requirements for the Banks to 1.5%,
resulting in an overall CAR requirement of 11.5%. The reduced CCB has also provided an additional limit to the Bank for
its tier 2 capital. Further, the regulatory limit for retail loans has also been increased by the SBP to 180 million, which will
result in reduced Risk Weighted Assets (RWA) for some of its loans. In addition to the measures by SBP, the senior
management of the Bank is continuously monitoring the impacts of various decisions of its CAR and taking further
lending decisions based on the overall impacts on RWA. The Bank also believes that with its CAR at 18.67% it has
sufficient buffer to meet any adverse movements in credit, market or operational risk.

45 DATE OF AUTHORISATION FOR ISSUE

These unconsolidated financial statements were authorised for issue on February 18, 2021 by the Board of Directors of
the Bank.

46 GENERAL

Comparative information has been re-classified, re-arranged or additionally incorporated in these unconsolidated financial
statements, wherever necessary, to facilitate comparison and to conform with changes in presentation in the current
year. There have been no significant reclassifications during the year.

47 NON-ADJUSTING EVENTS AFTER THE BALANCE SHEET DATE

The Board of Directors in its meeting held on February 18, 2021 has proposed a stock dividend of Nil% amounting to Rs
Nil (2019: Nil). The Board of Directors have also proposed the transfer of Rs Nil to “Reserve for Bonus issue” from
“Unappropriated Profit”.

YV N N S -

President & CEO Chief Financial Officer Chairman W Director
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The Bank is operating 500 Islamic banking branches (December 31, 2019: 414) including 1 Islamic sub-branch
(December 31, 2019: 1). The statement of financial position and profit and loss account of these branches for the year
ended December 31, 2020 are as follows:

Note 2020 2019
(A) Statement of financial positon Rupees '000------------
ASSETS
Cash and balances with treasury banks 21,763,033 13,320,776
Balances with other banks 1,929,779 432,379
Due from financial institutions 28,000,000 -
Investments 1 67,554,233 31,443,777
Islamic financing and related assets - net 2 190,397,365 115,537,150
Fixed assets 14,904,507 8,798,322
Intangible assets 136,688 84,501
Other assets 6,278,487 10,256,104
330,964,092 179,873,009
LIABILITIES
Bills payable 6,029,790 2,029,226
Due to financial institutions 47,086,694 26,721,776
Deposits and other accounts 3 248,090,892 119,214,500
Due to head office 2,506,697 8,333,416
Other liabilities 11,198,497 10,965,857
314,912,570 167,264,775
NET ASSETS 16,051,522 12,608,234
REPRESENTED BY
Islamic banking fund 9,180,000 9,180,000
Surplus on revaluation of assets - net of tax 1,468,656 633,831
Unappropriated profit 5 5,402,866 2,794,403
16,051,622 12,608,234
CONTINGENCIES AND COMMITMENTS 6
(B) Profit and loss account
Profit / return earned 7 18,328,685 15,605,063
Profit / return expensed 8 8,580,882 10,526,358
Net profit / return 9,747,803 5,078,705
Other income
Fee and commission income 931,141 620,170
Foreign exchange income 383,426 135,693
Gain on securities 225 -
Others 23,351 4,282
Total other income 1,338,143 760,145
Total income 11,085,946 5,838,850
Other expenses
Operating expenses 6,501,380 4,682,897
Other charges 47,027 3,341
Total other expenses 6,548,407 4,686,238
Profit before provisions 4,537,539 1,152,612
Provisions and write offs - net 261,369 230,438
Profit before taxation 4,276,170 922,174
Taxation 1,667,707 359,648
Profit after taxation 2,608,463 562,526
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2020 2019
Cost/ Provision Surplus / Carryin Cost / Provision Surplus / Carryin
INVESTMENTS BY amortised for plu Ying il amortised for urpiLs ving
N (deficit) value T (deficit) value
SEGMENTS: cost diminution cost diminution
Rupees '000
Federal Government
securities:
- ljarah Sukuks 34,434,037 (27,948)[| 34,406,089 6,000,000 (60,000) 5,940,000
- Bai Muajjal
Government of
Pakistan 1,597,048 1,597,048 1,597,048 1,597,048
- Other Federal
Government
securities 466,435 - 466,435 - - -
36,497,520 (27,948) 36,469,572 7,597,048 (60,000) 7,537,048
Non Government
Debt securities:
- Unlisted 30,663,124 421,537 31,084,661 23,258,691 648,038 23,906,729
Total investments 67,160,644 393,589 67,554,233 30,855,739 588,038 31,443,777
Note 2020 2019
————————————— Rupees '000------------
ISLAMIC FINANCING AND RELATED ASSETS - NET
Murabaha 2.2 2,802,616 2,221,977
Musharaka 7,194 7,164
Diminishing Musharaka 102,902,725 68,640,076
Istisna 17,760,768 7,378,147
Tawwaruq 55,002 409
Running Musharaka 37,086,503 17,241,885
Fixed assets ljarah financing - net 2.1 78,056 87,735
Tijarah 232,113 -
Advance against Murabaha financing 1,267,610 1,599,406
Advanced against Diminishing Musharaka 16,552,367 11,330,290
Advance against ljarah 937,383 2,062,305
Advance against Istisna 6,890,624 3,787,505
Advance against Islamic export refinance 2,650,700 -
Inventory related to Islamic financing 1,974,625 1,719,803
Gross Islamic financing and related assets 191,198,286 116,076,702
Less: provision against Islamic financings
- specific (638,404) (413,156)
- general (162,517) (126,396)
(800,921) (639,552)
Islamic financing and related assets - net of provision 190,397,365 115,537,150
ljarah
2020
Cost Accumulated depreciation Book value
As at . As at As at As at as at
Jan 1, %d‘:'tt'?"s "I Dpec 31, Jan 1, Ct:arge for i pec a1, Dec 31,
2020 | (detetions) 5499 2020 © year 2020 2020
Rupees '000
Plant and machinery 147,395 - 147,395 59,660 9,679 69,339 78,056
Total 147,395 - 147,395 59,660 9,679 69,339 78,056
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2019
Cost Accumulated depreciation Book value
As at e As at As at As at as at
Jan1, ‘:d‘:'tt'_""s "I Dec31, Jan1, Ct:arge for | pec 31, Dec 31,
2019 || (deletions) || 5449 2019 © year 2019 2019
Rupees '000
Plant & Machinery 94,960 52,435 147,395 28,007 31,653 59,660 87,735
Total 94,960 52,435 147,395 28,007 31,653 59,660 87,735
Future ljarah payments receivable
2020 2019
Later than Later than
Not later 1year & Over Not later 1year & Over
than . Total than . Total
less than || Five years less than Five years
1 year 1 year
5 years 5 years
Rupees '000
liarah rental receivables 78,924 78,924 89,840 - 89,840
The difference between net investment in ljarah and ljarah rental receivable represents element of profit in receivable.
Note 2020 2019
————————————— Rupees '000------------
2.2 Murabaha
Murabaha financing 2.2.1 2,802,616 2,221,977
Inventory for Murabaha - -
Advances for Murabaha - -
2,802,616 2,221,977
2.2.1 Murabaha receivable - gross 222 2,903,151 2,355,357
Less: Deferred murabaha income 22.4 (65,167) (68,180)
Profit receivable shown in other assets (35,368) (65,200)
Murabaha financings 2,802,616 2,221,977
2.2.2 The movement in Murabaha financing during the year is as follows:
Opening balance 2,221,977 1,576,557
Sales during the year 9,188,782 5,626,772
Adjusted during the year (8,608,143) (4,981,352)
Closing balance 2,802,616 2,221,977
2.2.3 Murabaha sale price 2,903,151 2,355,357
Murabaha purchase price (2,802,616) (2,221,977)
100,535 133,380
2.2.4 Deferred murabaha income
Opening balance 68,180 4,775
Arising during the year 343,369 128,605
Less: Recognised during the year (346,382) (65,200)
Closing balance 65,167 68,180
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3 DEPOSITS 2020 2019
In local In foreig.]n Total In local In foreign Total
currency || currencies currency currencies
——————————————————————————————————————————— Rupees'000 -----=======mmmmmmmm oo
Customers
Current deposits 82,149,540  8.468.757 90,613,297 39,861,058 2,880,515 42,741,573
Savings deposits 95,053,032 6,078,395 101,131,427 39,370,669 845,567 40,216,236
Term deposits 45,612,885 245,025 45,857,910 20,396,083 360,828 20,756,911
222,815,457 14,787,177 237,602,634 99,627,810 4,086,910 103,714,720
Financial institutions
Current deposits 171,270 78 171,348 59,427 7,661 67,088
Savings deposits 8,426,214 7,646 8,433,860 || 11,988,892 - 11,988,892
Term deposits 1,883,050 - 1,883,050 3,443,800 - 3,443,800
10,480,534 7,724 10,488,258 15,492,119 7,661 15,499,780
233,295,991 14,794,901 248,090,892 115,119,929 4,094,571 119,214,500
2020 2019
------------- Rupees '000------------
3.1 Composition of deposits
- Individuals 57,681,907 30,349,844
- Government / Public Sector Entities 3,042,771 3,857,189
- Banking Companies 8,161 2,008,491
- Non-Banking Financial Institutions 10,480,098 13,491,289
- Private Sector 176,877,955 69,507,687
248,090,892 119,214,500

3.2 This includes deposits eligible to be covered under insurance arrangements amounting to Rs 186.325 billion (2019:
Rs. 81.281 billion).

2020 2019
------------- Rupees '000------------
4 CHARITY FUND
Opening balance 13,567 7,070
Additions during the year
Received from customers on account of delayed payment 33,907 17,109
Other Non-Shariah compliant income 755 364
Profit on charity saving account 841 1,024
35,5083 18,497
Payments / utilisation during the year
Education 18,000 3,000
Health 5,000 3,000
Social work = 6,000
23,000 12,000
Closing balance 26,070 13,567
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2020 2019
————————————— Rupees '000------------
Donee wise details of charity disbursements over Rs 0.5 million;
Pink Ribbon Pakistan 5,000 -
Institute of Business Administration CEIF 8,000 -
Lahore University of Management Sciences 10,000 -
Saylani Welfare Trust - 1,000
Alamgir Welfare Trust - 4,000
Bait-us-Salam Welfare Trust - 1,000
Pakistan Children's Heart Foundation - 3,000
The Citizen Foundation = 3,000
There were no charity disbursement to related parties of the Bank.
5 ISLAMIC BANKING BUSINESS UNAPPROPRIATED PROFIT
Opening balance 2,794,403 2,231,877
Add: Islamic Banking profit for the year 4,276,170 922,174
Less: taxation (1,667,707) (359,648)
Closing balance 5,402,866 2,794,403
6 CONTINGENCIES AND COMMITMENTS
Guarantees 12,003,581 5,104,218
Commitments 50,760,337 14,245,313
62,763,918 19,349,531
7 PROFIT / RETURN EARNED OF FINANCING, INVESTMENTS AND PLACEMENT
Profit earned on:
Financing 14,265,314 12,001,983
Investments 4,063,371 3,603,080
18,328,685 15,605,063
8 PROFIT ON DEPOSITS AND OTHER DUES EXPENSED
Deposits and other accounts 5,685,554 4,776,217
Other short term borrowings 2,141,814 5,138,031
Lease liability against right-of-use assets 753,514 612,110
8,580,882 10,526,358
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9 POOL MANAGEMENT

The Bank's Islamic Banking Division (FBL IBD) has maintained the following pools:

Vi,

Vil

Viii.

iX.

'General Pool' for local and foreign currency deposits;
'Islamic Export Refinance Pool';

"Treasury Musharaka Pool';

FBL 'Islamic Investment Pool' (Mudarabah based);
FBL 'Islamic Saving Pool' (Mudarabah based);

FBL 'Special PKR 1-year BIC pool';

FBL 'Islamic Equity Pool’;

Haj Musharaka Pool'; and

Treasury Pool

Key features and risk & reward characteristics of all pools

The 'General Pool' for both local and foreign currency is catered for all FBL Islamic depositors and provide profit /
loss based on Mudarabah and Musharaka.

The IERS Pool caters the 'Islamic Export Refinance' requirements based on the guidelines issued by the SBP.

The 'Treasury Musharaka Pool' is to provide Shariah compliant mechanism for Interbank Money Market transactions
and manage the liquidity position of FBL IBD statement of financial position by creating individual pools against each
FBL Islamic money market deals.

The FBL Islamic investment certificate pools are created to cater the needs of high net worth clients.
The FBL Islamic saving pools are created to cater the needs of high net worth clients / institutions.
Special PKR 1 Year Pool was launched to build a stable long-term deposit book.

The FBL Islamic equity pool is created to mainly cater the funding requirement of project / long term financing assets
during non accrual period.

The Haj Musharaka pool is created to give returns to Ministry of religious affairs deposits.
The Treasury Mudarabah Pool is created to cater the liquidity requirement of the Bank.

The risk characteristics of each pool mainly depends on the asset and liability profile of each pool.
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9.1 Profit / (loss) distribution to depositor's pool

Parameters used for allocation of profit, charging expenses and provisions etc. along with a brief description of their
major components:

Gross income generated from relevant assets, calculated at the end of the month is first divided between FBL Islamic
and investors / depositors in the ratio of FBL Islamic equity commingled in a pool on pro rata basis, and then amongst
FBL Islamic and the depositors as per agreed mudarib fee and weightages declared before start of a month, respectively.
All Mudarabah and Musharaka based deposits are fully invested in respective Pools to produce returns for them. In case
where FBL Islamic is unable to utilise all funds available for investment, priority is given to the deposit account holders.

All remunerative accounts such as saving accounts, investment certificates, business kamil accounts, etc. are opened on
the basis of Mudarabah, Musharaka, Wakalah or a combination of Mudarabah and Musharaka. The return on these
deposits is calculated on the basis of Profit and Loss sharing (PLS). Unless specified, all remunerative local currency and
foreign currency deposits are taken as General Mudarabah and Musharaka pool.

Profit share is determined by using weightages and profit sharing ratio assigned to each category of deposit within a
pool. These weightages and profit sharing ratios are declared by FBL Islamic in compliance with the requirements of the
Shariah and the SBP.

The allocation (of income and expenses to different pools) is based on pre-defined basis and accounting principles /
standards. The direct expenses are charged to respective pool. The indirect expenses including the establishment cost
are borne by FBL Islamic as Mudarib. The direct expenses charged to the pool include depreciation of ljarah assets, cost
of sales of inventories, insurance / takaful expenses of pool assets, stamp fee, documentation charges, brokerage fee for
the purchase of securities / commodities, impairment / losses due to physical damages to specific assets in pools etc.
Provisions against any non-performing assets of the pool are not passed on to the pool except on the actual loss /
write-off of such non-performing asset and suspension of income against non-performing assets. The profit of the pool is
shared between the members of the pool on pre-defined mechanism based on the weightages announced before the
profit calculation period.

. 2020 2019
Particulars
Rupees '000 |  Percent Rupees '000 |  Percent

- Mudarib share amount and percentage of distributable income 4,665,380 41.75 2,882,629 27.46
- Amount and percentage of Mudarib share transferred

to depositors through Hiba 513,534 11.01 930,083 32.27
- Profit rate earned (annualised) - 7.2 - 10.68
- Profit rate distributed (annualised) - 3.4 - 7.33
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Directors’ Report

Consolidated Financial Statements

On behalf of the Board of Directors, we are pleased to present the Directors’ Report of Faysal Bank Limited — Consolidated,
along with Audited Financial Statements and the Auditors’ Report thereon for the year ended December 31, 2020.

Group Profile

Faysal Bank Ltd. (FBL) has 99.9% shareholding in Faysal Asset Management Limited (FAML). FAML is an unlisted public
limited company registered as a Non-Banking Finance Company (NBFC), licensed to carry out asset management and
investment advisory services under the Non-Banking Finance Companies (Establishment & Regulations) Rules, 2003 and the
Non-Banking Finance Companies and Notified Entities Regulations, 2008.

FBL also has significant influence on the basis of its holding in the following open-ended mutual funds managed by FAML.

Associates % Holding
Faysal Income & Growth Fund 40.67%
Faysal Islamic Stock Fund 37.64%
Faysal Asset Allocation Fund 28.12%
Faysal Saving Growth Fund 21.54%

FBL Group structure is as follows:

Holding Company : Faysal Bank Limited
Subsidiary : Faysal Asset Management Limited

Financial Highlights:

(Rs in million)

Key Balance Sheet Numbers December ‘20 December ‘19 Growth%
Investment 276,470 203,594 35.8%
Financing 318,180 309,573 2.8%
Total Assets 710,064 629,861 12.7%
Deposits 540,632 457,785 18.1%
Profit & Loss Account

Total Revenue 32,900 28,400 15.8%
Non Mark-up Expenses 19,911 17,476 13.9%
Profit before tax & provisions 12,989 10,924 18.9%
Net Provisions 2,254 765 194.5%
Share of profit of associates 156 - 100%
Profit before tax 10,891 10,158 7.2%
Tax 4,210 4,154 1.3%
Profit after tax 6,681 6,004 11.3%
Earnings per share (Rupees) 4.40 3.96 0.44

Faysal Bank Limited’s consolidated profit after tax for the year 2020 at PKR 6,681 million is 11.3% higher than previous year,
resulting in Earnings Per Share of PKR 4.40 as compared to PKR 3.96 in 2019.

The changes brought about post acquisition of control over FAML have started to yield results. Despite very challenging
business environment during most of 2020, FAML showed remarkable performance and Assets Under Management (AUMs)
have grown by 300% over December 2019 to PKR. 47.4 billion. One of the reasons for growth in AUMs is that Faysal Bank is
effectively leveraging its branch network to generate Faysal Funds sales in targeted customer segments.
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Towards the end of Q1’20 Faysal Bank invested an additional amount of PKR. 500 million in FAML after obtaining necessary
regulatory approvals. This investment is a testament of the Bank’s commitment towards FAML and will assist the subsidiary in
achieving envisioned results.

FAML has turned a corner and has recorded profit after tax of PKR. 140.3 million during the year ended December 31, 2020
as against a loss of PKR. 13.2 million during the last year.

The Bank also invested PKR. 234 million in Faysal Islamic Stock Fund and Faysal Asset Allocation Fund bringing the total
investment in associates to PKR. 1,242 million as at the year-end as compared to PKR. 962 million in December 2019.

Corporate Governance

The Bank has implemented the requirements of the Listed Companies (Code of Corporate Governance) Regulations, 2019
(hereinafter called ‘ e Code’). As per the requirement of Regulation 36, a Statement of Compliance with the code along with
the auditor’s review report thereon forms part of this Annual Report.

The Board of Directors

Faysal Bank’s Board comprises of a mix of individuals representing shareholding institution, independent directors and
President and CEO of the Bank. All the directors of the Board meet the eligibility criteria laid down under the Companies Act,
2017, the Code and the Prudential Regulations issued by the State Bank of Pakistan. Directors are elected for a period of
three years, upon expiry of which elections are held to appoint a new Board in accordance with the law. Details of Directors
are covered in FBLs Directors’ Report on Unconsolidated Audited Financial Statements.

The total number of FAML Directors (excluding the CEO) is six and details are as follows:

Gender Number
Male 6
Female Nil

The Board of Directors of FAML comprises of the following Members:

Category Name

Independent Directors Mr. Nadir Rahman
Mr. Osman Asghar Khan

Non-Executive Directors Mr. Salman Ahmed Usmani (Chairman)
Mr. Tahir Yagoob Bhatti
Mian Salman Ali
Syed Muhammad Fraz Zaidl

Executive Director Mr. Khaldoon Bin Latif (CEO)

Committees of the Board

The details of the FBL Board Committees are given in FBLs Directors’ Report on Unconsolidated Audited Financial
Statements.

Performance Evaluation of Board of Directors

Performance evaluation method is detailed in the Directors’ Report of Faysal Bank Ltd which is part of this Annual Report.
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Remuneration Policy

Details of the remuneration policy are included separately in this Annual Report.

Risk Management Framework

Risk Management Group (RMG) is organized under the Chief Risk Officer (CRO). CRO has been authorized by the Board of
Directors (BoD) to implement a Risk Management Framework across the Bank. Risk Management Framework covering the
major risks and uncertainties faced by the Bank and how these are managed is elaborated in Note 44 of the Financial
Statements.

Statement of Internal Control

The Board of Directors fully recognizes its responsibility to ensure that a system of sound internal controls is established,
which is fully implemented and maintained at all levels within the Bank. The Board is pleased to endorse the statement made
by the management relating to internal controls. The system of internal controls is sound in design and has been effectively
implemented and monitored. The management’s statement on internal controls is included in this Annual Report.

Credit Rating

VIS Credit Rating Company Limited (VIS) and Pakistan Credit Rating Agency Limited (PACRA) have re-affirmed the following
entity ratings to Faysal Bank Ltd:

Long-Term AA
Short-Term Al+
* fable’ outlook has been assigned to the ratings by both the rating agencies.

During Q1°20, in view of the much-improved performance of FAML, VIS upgraded Asset Management rating from AM3+ to
AM2. The rating signifies asset manager exhibiting very good management characteristics. As at December 31, 2020
outlook on the assigned rating has been revised from ‘Stable’ status to ‘Positive’. The revision in rating outlook reflects
improving market share, inclusion of experienced personnel in top management and support from parent.

Holding Company

Ithmaar Bank B.S.C (closed), a banking entity regulated by the Central Bank of Bahrain is the parent company holding
directly and indirectly, 66.78% (2019: 66.78%) of the shareholding in Faysal Bank Ltd. lthmaar Bank B.S.C. (closed) is a
wholly owned subsidiary of Ithmaar Holdings B.S.C. and Dar Al-Maal Al-Islami Trust (DMIT) is the holding company of
[thmaar Holding B.S.C. and is the ultimate parent of the Group. DMIT was formed by indenture under the laws of the
Commonwealth of The Bahamas for the purpose of conducting business affairs in conformity with Islamic law, principles and
tradition.

Auditors

The present auditors, A F Ferguson & Co., Chartered Accountants, will retire on the date of next Annual General Meeting of
FBL and are eligible for re-appointment. The Board of Directors on the recommendation of Board’s Audit & Governance
Committee shall recommend to the shareholders, the appointment of A. F. Ferguson & Co., Chartered Accountants, as the
auditors of the Bank for the financial year 2021.
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Subsequent Events

No material changes or commitments affecting the financial position of the Group have occurred between the end of the
financial year and the date of this report other than those disclosed in the consolidated financial statements.

Acknowledgement

On behalf of the Board & Management of the Group, we would like to take this opportunity to thank the shareholders and
valued customers for the trust they have reposed in the Bank. We are also grateful to the State Bank of Pakistan and
Securities and Exchange Commission of Pakistan for their continued support and guidance. We would also like to express
sincere appreciation for the Shariah Board for their guidance and employees of the Group for their dedication and hard work.

Approval
In compliance with the requirement of the Companies Act, 2017, this directors’ report with the recommendation of the

Board Audit and Corporate Governance Committee has been approved by the Directors in their meeting held on February
18, 2021 and signed by the Chief Executive Officer and a director.

—
g

President & CEO Chairman / Director

Karachi
Dated: February 18, 2021
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Independent Auditor's Report

To the members of Faysal Bank Limited
Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the annexed consolidated financial statements of Faysal Bank Limited (the Bank) and its subsidiary (the
Group), which comprise the consolidated statement of financial position as at December 31, 2020, and the consolidated
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 December 31, 2020, and of 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 period. 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 is the Key Audit Matter:

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

1 Provision against advances:

(Refer notes 6.5 and 11.4 to the consolidated
financial statements)

The Group makes provision against advances on a time- Our audit procedures to verify provision against
based criteria that involves ensuring that all non-| advances included, amongst others, the following:
performing advances are classified in accordance with

the ageing criteria specified in the Prudential Regulations| ~ We obtained an understanding of the design and

(PRs) issued by the State Bank of Pakistan (SBP). tested the operating effectiveness of the relevant
controls established by the Group to identify loss

In addition to the above time-based criteria, the PRs events and for determining the extent of provisioning
require a subjective evaluation of the credit worthiness of required against non-performing advances.
borrowers to determine the classification of advances.
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S.No.

Information Other than the Unconsolidated and Consolidated Financial Statements and Auditor’s Reports

Thereon

Management is responsible for the other information. The other information comprises the information included in the Annual

Key Audit Matter

The PRs also require the creation of general provision
for certain categories of advances.

Further, during the vyear, several borrowers have
availed the SBP enabled deferment, restructuring
and rescheduling relief given as a result of COVID-19
pandemic. The Group expects that the repayment
capacity of several borrowers could be impacted due
to the pandemic and has accordingly recognised an
additional general provision against the funded
performing credit portfolio. The provision has been
recognised based on the management's best
estimate.

The Group has recognised a net provision against
advances amounting to Rs. 2,278.629 million in the
consolidated profit and loss account in the current
year. As at December 31, 2020, the Group holds a
provision of Rs. 21,565.408 milion against
advances.

The determination of provision against advances
based on the above criteria remains a significant area
of judgement and estimation. Because of the
significance of the impact of these judgements /
estimations and the materiality of advances relative
to the overall consolidated financial statements of the
Group, we considered the area of provision against
advances as a key audit matter.

Ak FERGUSOMN&CO,

How the matter was addressed in our audit
The testing of controls included testing of:

» controls over correct classification of non-
performing advances on time-based criteria;

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

- controls over accurate and

recording of provisions; and

computation

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

We selected a sample of loan accounts and
performed the following substantive procedures:

« checked repayments of loans / mark-up
installments and tested classification of non-
performing advances based on the number of
days overdue; and

» evaluated the management's assessment for
classification of a borrower's loan facilities as
performing or non-performing based on review of

repayment  pattern, inspection of  credit
documentation, discussions  with  the
management and the management's

consideration of the impact of COVID-19 on the
borrower.

We checked the accuracy of specific provision made
against non-performing advances and of general
provision made against performing advances as per
the requirements of PRs by recomputing the
provision amount in accordance with the criteria
prescribed under the PRs. We also checked that the
general provision made against performing advances
due to the pandemic is in accordance with the
criteria defined by the Group.

Report, but does not include the unconsolidated and consolidated financial statements and our auditor’s reports 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.
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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 and Companies Act, 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:

- ldentify 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.

Annual Report 2020 | 303



S

pPWwcC A FERGUSONGCO.

- 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
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 period 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.

The engagement partner on the audit resulting in this independent auditor’s report is Mr. Noman Abbas Sheikh.

A.F. Ferguson & Co.
Chartered Accountants

Karachi
Dated: March 2, 2021
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Consolidated Statement of Financial Position

As at December 31, 2020

Note 2020 2019

ASSETS Rupees '000------------
Cash and balances with treasury banks 7 59,881,290 60,368,426
Balances with other banks 8 2,878,630 2,835,650
Lendings to financial institutions 9 2,985,000 -
Investments 10 276,469,824 203,594,303
Advances 11 318,179,878 309,573,002
Fixed assets 12 24,102,155 24,241,544
Intangible assets 13 1,894,204 1,840,624
Deferred tax assets 18 = -
Other assets 14 23,673,221 27,406,984

710,064,202 629,860,533
LIABILITIES
Bills payable 15 13,543,270 8,356,460
Borrowings 16 58,446,516 72,746,795
Deposits and other accounts 17 540,632,217 457,785,183
Liabilities against assets subject to finance lease - -
Subordinated debt - -
Deferred tax liabilities 18 1,582,351 2,816,798
Other liabilities 19 35,641,746 32,949,870

649,846,100 574,655,106
NET ASSETS 60,218,102 55,205,427
REPRESENTED BY
Share capital 20 15,176,965 15,176,965
Reserves 11,032,647 9,830,958
Surplus on revaluation of assets - net 21 9,027,473 10,748,080
Unappropriated profit 24,981,002 19,449,413
Total equity attributable to the equity holders of the Bank 60,218,087 55,205,416
Non-controlling interest 15 11

60,218,102 55,205,427

CONTINGENCIES AND COMMITMENTS 22

The annexed notes 1 to 47 and annexures | and Il form an integral part of these consolidated financial statements.

YV N N S -

President & CEO Chief Financial Officer Chairman W Director
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Consolidated Profit and Loss Account

For the year ended December 31, 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 from derivatives

Gain / (loss) 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

Share of profit of associates
Profit before provisions
Provision and write-offs - net
Extra ordinary / unusual items

PROFIT BEFORE TAXATION
Taxation

PROFIT AFTER TAXATION
Attributable to:

Equity holders of the Bank
Non-controlling interest

Basic / diluted earnings per share

Note

24
25

26

27

28

29

30

10.5.1

31

32

33

2020 2019
------------- Rupees '000------------
55,925,846 58,398,995
31,378,104 37,272,461
24 547,742 21,126,534
4,085,368 4,228,311
281,864 428,588
2,093,354 2,756,432
48,201 175,652
1,714,254 (565,986)
128,865 250,759
8,351,906 7,273,756
32,899,648 28,400,290
19,569,580 17,211,009
227,031 232,722
114,170 32,707
19,910,781 17,476,438
156,170 -
18,145,037 10,928,852
2,254,301 765,365
10,890,736 10,158,487
4,210,115 4,154,446
6,680,621 6,004,041
6,680,617 6,004,046
4 ©)
6,680,621 6,004,041
—————————————————— Rupees ---------------
4.40 3.96

The annexed notes 1 to 47 and annexures | and Il form an integral part of these consolidated financial statements.

YV N N S -

President & CEO Chief Financial Officer

Chairman

Director
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Consolidated Statement of Comprehensive Income

For the year ended December 31, 2020

2020 2019
------------- Rupees '000------------
Profit after taxation for the year 6,680,621 6,004,041
Other comprehensive income / (loss)
Items that may be reclassified to the profit and loss account in
subsequent periods:
- Movement in surplus on revaluation of investments - net of tax (1,605,190) 3,819,861
Items that will not be reclassified to the profit and loss account in
subsequent periods:
- Remeasurement gain on defined benefit obligations - net of tax 37,656 57,989
- Movement in surplus on revaluation of operating fixed assets - net of tax - 1,708,993
- Movement in surplus on revaluation of non-banking assets - net of tax - 295,854
37,656 2,062,836
Total comprehensive income 5,113,087 11,886,738
Attributable to:
- Equity holders of the Bank 5,113,083 11,886,743
- Non-controlling interest 4 (5)
5,113,087 11,886,738

The annexed notes 1 to 47 and annexures | and Il form an integral part of these consolidated financial statements.

YV N N S -

President & CEO Chief Financial Officer Chairman W Director
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Consolidated Statement of Changes in Equity

For the year ended December 31, 2020

Reserves Surplus / (deficit)
Capital reserves on revaluation of
Non-distri
buta.ble Fixed Unappro- | Non-
Share capital | Reserve . )
. . Statutory assets / priated | controllin |  Total
capital | Share | reserve |arisingon Total Invest- ) .
) reserve non- Total profit | g interest
premium| (NCR)- | amal- ments .
. ) banking
gainon | gamation
. assets
bargain
purchase
Rupees '000
Balance as at January 1, 2019 15,176,965 10131 632006 23952 8112819 8778908  (435946) 5,529,613 5,093,667 14,425,209 16 43,474,765
Profit after taxation for the year - - - - - - - - - 6,004,046 (5) 6,004,041
Other comprehensive income - net of tax - - - - - - 3,819,861 2,004,847 5,824,708 57,989 - 5,882,697
Total comprehensive income - - - - - - 3819861 2,004,847 5824708 6,062,035 (5) 11,886,738
Transfer to statutory reserve - - - - 1,208,126 1,208,126 - - - (1,08,126)
Transfer from surplus on revaluation of fixed
assets to unappropriated profit - net of tax - - - - - - - (76473)  (16473) 76473
Transfer from surplus on revaluation of
non-banking assets - net of tax - - - - - - - (93822)  (93822) 93822
Amortisation of intangible assets -
customer relationship - net of tax - - (156,076) (156,076) - - (156,076)

Balance as at December 31, 2019 15,176,965 10131 475930 23952 9320945 93830958 3,383,915 7,364,165 10,748,080 19,449,413 11 55205427

Profit after taxation for the year - - - - - - - - - 6680617 4 6,680,621

Other comprehensive (loss) / income - net of tax - - - - - - (1,605,190) - (1,605190) 37,65 - (1,567,534)
Total comprehensive (loss) / income - - - - - - (1,605,190) - (1605190) 6,718,273 4 5113087
Transfer to statutory reserve - - - - 1,302,101 1,302,101 - - - (1,302,101)

Transfer from surplus on revaluation of fixed
assets to unappropriated profit - net of tax - - - - - - - (M5MT) (115417) 115417

Amortisation of intangible assets - customer
relationship - net of tax - - (100412) - - (100412) - - - - - (100412)

Balance as at December 31, 2020 15,176,965 10131 375518 23952 10,623,046 11,032,647 1,778,725 7,248,748 9,027,473 24,981,002 15 60,218,102

The annexed notes 1 to 47 and annexures | and Il form an integral part of these consolidated financial statements.

Mo M | e g

President & CEO Chief Financial Officer Chairman W Director
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Consolidated Cash Flow Statement

For the year ended December 31, 2020

Note 2020 2019
------------- Rupees '000------------
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation 10,890,736 10,158,487
Less: dividend income (281,864) (428,588)
Less: share of profit of associates (156,170) -
10,452,702 9,729,899
Adjustments:
Depreciation 12.2 1,307,741 1,024,904
Amortisation of intangible assets 18.2 187,409 142,257
Depreciation of right-of-use assets 12.2 1,446,468 1,402,715
Depreciation of non-banking assets 14.1.1 5,890 11,707
Workers Welfare Fund 227,031 232,722
Provision against loans and advances - net 31 2,278,629 568,451
(Reversal of provision) / provision for diminution in value of investments - net 31 (71,993) 307,614
Provision / (reversal of provision) against other assets - net 31 73,741 (6,021)
Provision / (reversal of provision) against off balance sheet obligations - net 31 13,893 (11,562)
Unrealised loss / (gain) on securities - held for trading - net 27 398 (13,120)
Gain on sale of fixed assets - net 28 (21,449) (9,780)
Gain on sale of non-banking assets - net 28 - (10,716)
Charge for defined benefit plan 29.2 216,306 179,995
Income from derivative contracts - net (48,201) (175,652)
Mark-up / return / interest expensed - lease liability against right-of-use assets 25 854,929 976,561
Bad debts written off directly 31 19,231 12,430
Gain on lease modifications 28 (26,271) -
6,463,752 4,632,505
16,916,454 14,362,404
Decrease / (increase) in operating assets
Lendings to financial institutions (2,985,000) 2,997,486
Held-for-trading securities 24,104,939 569,781
Advances (10,904,736) (13,746,022)
Others assets (excluding advance taxation) 1,113,530 (822,830)
11,328,733 (11,001,585)
Increase / (decrease) in operating liabilities
Bills payable 5,186,810 (15,187,064)
Borrowings from financial institutions (15,494,888) (25,902,222)
Deposits 82,847,034 48,401,682
Other liabilities (excluding current taxation) 2,682,326 (578,283)
75,121,282 6,734,113
Income tax paid (1,977,077) (3,435,928)
Contribution to gratuity fund 36.6 (339,652) (86,490)
Net cash generated from operating activities 101,049,740 6,572,514
CASH FLOWS FROM INVESTING ACTIVITIES
Net (investment) / divestment in available for sale securities (101,345,231) 13,801,661
Net Investment in associates (128,501) (961,872)
Net divestment in held to maturity securities 2,084,578 2,630,928
Dividends received 272,580 428,588
Investment in operating fixed assets (1,394,647) (2,500,599)
Investment in intangible assets (405,599) (490,060)
Proceeds from sale of fixed assets 43,283 12,993
Proceeds from sale of non-banking assets - 191,073
Net cash (used in) / generated from investing activities (100,868,537) 13,112,712
CASH FLOWS FROM FINANCING ACTIVITIES
Payment of lease liability against right-of-use assets (1,819,189) | | (1,800,869)
Dividend paid (779) (239)
Net cash used in financing activities (1,819,968) (1,801,108)
(Decrease) / increase in cash and cash equivalents during the year (1,638,765) 17,884,118
Cash and cash equivalents at the beginning of the year 34 62,765,354 44,881,236
Cash and cash equivalents at the end of the year 34 61,126,589 62,765,354
The annexed notes 1 to 47 and annexures | and Il form an integral part of these consolidated financial statements.
/ﬁv My LA// {boa, Cont
— P
President & CEO Chief Financial Officer Chairman Director
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Notes to and forming part of the
Consolidated Financial Statements

For the year ended December 31, 2020

1 STATUS AND NATURE OF BUSINESS
1.1 The " Goup" consists of:

(i) Faysal Bank Limited - Holding Company

(i) Faysal Asset Management Limited - Subsidiary Company
1.1.1 Holding Company - Faysal Bank Limited

Faysal Bank Limited (the Bank or the Holding Company) was incorporated in Pakistan on October 3, 1994 as a public
limited company under the provisions of the repealed Companies Ordinance, 1984 (now the Companies Act, 2017).
Its shares are listed on the Pakistan Stock Exchange Limited. The Bank is mainly engaged in Conventional and Islamic
Corporate, Commercial and Consumer banking activities. The Bank is operating through 575 branches (December 31,
2019: 554 branches) and 1 sub-branch (December 31, 2019: 1). Out of these, 500 (December 31, 2019: 414) are
Islamic banking branches and 76 (December 31, 2019: 141) are conventional.

The Registered Office of the Bank is located at Faysal House, ST-02, Shahra-e-Faisal, Karachi.

[thmaar Bank B.S.C (closed), a fully owned subsidiary of Ithmaar Holdings B.S.C is the parent company of the Bank,
holding directly and indirectly 66.78% (2019: 66.78%) of the shareholding of the Bank. Dar Al-Maal Al-Islami Trust
(DMIT), (ultimate parent of the Bank) is the holding company of Ithmaar Holdings B.S.C.

The Pakistan Credit Rating Agency Limited (PACRA) and VIS Credit Rating Company Limited, based on the
unconsolidated financial statements of the Bank have determined the long-term rating of the Bank as 'AA" (December
31, 2019: 'AA") and the short term rating as 'A1+' (December 31, 2019: 'A1+') on June 26, 2020 and June 29, 2020
respectively.

1.1.2 Subsidiary Company - Faysal Asset Management Limited

Percentage of holding
2020 2019

Faysal Asset Management Limited - Subsidiary 99.99% 99.99%

Faysal Asset Management Limited (the Subsidiary Company) was incorporated in Pakistan under the provisions of the
repealed Companies Ordinance, 1984 (now the Companies Act, 2017) on August 6, 2003 as an unlisted public limited
company. The Subsidiary Company commenced its operations on November 14, 20083. The registered office of the
Subsidiary Company is located at 7th Floor, West Wing, Faysal House, ST-02, Shahra-e-Faisal, Karachi.

The Subsidiary Company is a Non-Banking Finance Company (NBFC), licensed to carry out asset management and
investment advisory services under the Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003
and the Non-Banking Finance Companies and Notified Entities Regulations, 2008 (NBFC Regulations).

VIS Credit Rating Company Limited has assigned Asset Management rating of AM2 (December 31, 2019: AM3+) as
at December 31, 2020.
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The Subsidiary Company currently manages the following open-end collective investment schemes:

Net asset value as at
December 31, December 31,

2020 2019

Open-end Collective Investment Schemes (CISs)  ——-mmmemo Rupees in million ----------
Faysal Stock Fund 519 150
Faysal Income and Growth Fund 657 564
Faysal Savings Growth Fund 3,187 1,635
Faysal Asset Allocation Fund 182 73
Faysal Islamic Savings Growth Fund 3,646 1,790
Faysal Money Market Fund 6,542 5,835
Faysal Financial Sector Opportunity Fund 948 1,794
Faysal Islamic Asset Allocation Fund 2,290 108
Faysal MTS Fund 3,411 1,018
Faysal Shari‘ah Planning Fund -

Faysal Shari'ah Capital Preservation Plan 788 1,003

Faysal Shari'ah Capital Preservation Plan |l 965 1,184
Faysal Halal Amdani Fund 10,673 2,374
Faysal Financial Planning Fund -

Faysal Active Principal Preservation Plan 674 716
Faysal Financial Value Fund 1,686 192
Faysal Islamic Dedicated Equity Fund 2,747 -
Faysal Government Securities Fund 2,626 -
Faysal Islamic Stock Fund 629 -
Faysal Islamic Cash Fund 4,309 -
Faysal Islamic Financial Planning Fund

Faysal Sharia Capital Preservation Plan Il 1,340 -

Faysal Sharia Capital Preservation Plan IV 471 -

Faysal Sharia Capital Preservation Plan V 1,047 -

Faysal Sharia Capital Preservation Plan VI 1,437 -

50,774 18,436

The Subsidiary Company is also managing investments under discretionary portfolio management agreements.
2 BASIS OF PRESENTATION

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

2.2 The financial results of the Islamic banking branches have been consolidated in these consolidated financial
statements for reporting purposes after eliminating inter branch transactions and balances. The financial results of all
Islamic banking branches are disclosed in Annexure Il to these consolidated financial statements.
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2.3 Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Bank and the financial statements of
the Subsidiary Company from the date from which control of the Subsidiary Company by the Group commences until
the date on which control ceases. The financial statements of the Subsidiary Company are incorporated on a line-by-
line basis and the investment held by the Bank is eliminated against the corresponding share capital and pre-
acquisition reserve of the Subsidiary Company in the consolidated financial statements.

The financial statements of the Subsidiary Company are prepared for the same reporting period as the Holding
Company, using accounting policies that are generally consistent with those of the Holding Company.

Material intra-group balances and transactions are eliminated.

Associates are those entities in which the Group has significant influence, but not control, over the financial and
operating policies. Joint ventures are those entities over whose activities the Group has joint control established by
contractual agreement. Associates and joint ventures are accounted for using the equity method.

3 STATEMENT OF COMPLIANCE

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

- International Financial Reporting Standards (IFRS) issued by the International Accounting Standards Board (IASB)
as 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 IFRS or IFAS, the requirements of the Banking
Companies Ordinance, 1962, the Companies Act, 2017 and the said directives shall prevail.

3.2 As per the directive of the SBP through its letter BPRD (R&P-02)/625-99/2011/3744 dated March 28, 2011, gain
arising on bargain purchase of Pakistan operations of Royal Bank of Scotland (ex-RBS Pakistan) was credited directly
into equity as Non-distributable Capital Reserve (NCR). The SBP allowed the Holding Company to adjust the
amortisation of intangible assets against the portion of reserve which arose on account of such assets identified as a
result of such acquisition. Accordingly, during the year ended December 31, 2020, the Group has adjusted
amortisation of intangible assets net of tax amounting to Rs. 100.412 million (2019: Rs. 156.076 million) from the
NCR.

3.3 The SBP vide its BPRD Circular No. 04 dated February 25, 2015 has clarified that the reporting requirements of IFAS-
3, 'Profit and loss sharing on deposits' for Institutions offering Islamic Financial Services (IIFS) relating to annual, half
yearly and quarterly financial statements would be notified by the SBP through issuance of specific instructions and
uniform disclosure formats in consultation with IIFS. These reporting requirements have not been notified to date.
Accordingly, the disclosure requirements under IFAS 3 have not been considered in these consolidated financial
statements.
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3.4 The SBP has deferred the applicability of International Accounting Standard (IAS) 40, ‘'Investment property' for
Banking Companies through BSD Circular Letter No. 10 dated August 26, 2002 till further instructions. Further, the
SECP has also deferred the applicability of International Financial Reporting Standard (IFRS) 7, ‘Financial instruments:
disclosures' through its S.R.O. 633(1)/2014 dated July 10, 2014. Accordingly, the requirements of these standards
have not been considered in the preparation of these consolidated financial statements.

3.5 The SECP has directed that the requirements of IFRS 10, 'Consolidated financial statements' are not applicable in
case of investments by companies in mutual funds established under Trust Deed structure. Accordingly, implications
of IFRS 10 in respect of investment in mutual funds are not considered in these consolidated financial statements.
Therefore direct investments by the Group in mutual funds managed by Faysal Asset Management Limited are not
consolidated in these consolidated financial statements.

3.6 Standards, interpretations of and amendments to the published accounting and reporting standards that
are effective in the current year:

3.6.1 There are certain new and amended standards, interpretations and amendments that are mandatory for the Group's
accounting periods beginning on January 1, 2020 but are considered not to be relevant or do not have any significant
effect on the Group's operations and are therefore not detailed in these consolidated financial statements.

3.7 Standards, interpretations of and amendments to the published accounting and reporting standards that
are not yet effective:

3.7.1 The following revised standards, amendments and interpretations with respect to the accounting and reporting
standards would be effective from the dates mentioned below against the respective standards, amendments or

interpretations:
Standards, interpretations or amendments Effective date (annual periods
beginning on or after)
- IFRS 16 - 'Leases' - COVID-19 related rent concessions January 1, 2021
- IFRS 9 - 'Financial instruments' January 1, 2021~
- IAS 1 - 'Presentation of financial statements' (@amendments) January 1, 2022
- IAS 16 - 'Property, plant and equipment' (amendments) January 1, 2022
- |IAS 37 - 'Provisions, contingent liabilities and contingent assets' (amendments) January 1, 2022
- IFRS 3 - 'Business combinations' (amendments) January 1, 2022

The management is in the process of assessing the impact of these standards and amendments on the consolidated
financial statements of the Group.

*

The SBP vide its BPRD Circular No. 04 dated October 23, 2019 has notified the effective date of IFRS 9, 'Financial
instruments' as January 1, 2021. IFRS 9, 'Financial instruments' has replaced IAS 39, 'Financial instruments:
recognition and measurement'. The standard addresses recognition, classification, measurement and derecognition of
financial assets and financial liabilities. The standard has also introduced a new impairment model for financial assets
which requires recognition of impairment charge based on 'Expected Credit Losses' (ECL) approach rather than
'incurred credit losses' approach. The ECL has an impact on all the assets of the Group which are exposed to credit
risk. The impact of the application of IFRS 9 in Pakistan on the Bank's financial statements is being assessed and the
implementation guidelines are awaited.

3.7.2 There are certain other new and amended standards, interpretations and amendments that are mandatory for the
Group's accounting periods beginning on or after January 1, 2021 but are considered not to be relevant or will not
have any significant effect on the Group's operations and are therefore not detailed in these consolidated financial
statements.
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4 BASIS OF MEASUREMENT

These consolidated financial statements have been prepared under the historical cost convention except for certain
fixed assets and non-banking assets acquired in satisfaction of claims which have been carried at revalued amounts,
certain investments and derivative contracts which have been marked to market and are carried at fair value,
obligations in respect of staff retirement benefits and lease liabilities which have been carried at present value and
right-of-use assets which are initially measured at an amount equal to the corresponding lease liabilities (adjusted for
any lease payments and costs as disclosed in details in note 6.23 to these consolidated financial statements) and
depreciated over the respective lease terms.

41 Critical accounting estimates and j udpents

The preparation of the consolidated financial statements in conformity with the accounting and reporting standards
requires management to make judgments, estimates and assumptions that affect the reported amounts of assets and
liabilites and income and expenses. It also requires management to exercise judgments in application of its
accounting policies. The estimates and associated assumptions are based on historical experience and various other
factors that are believed to be reasonable under the circumstances. These estimates and assumptions are reviewed
on an ongoing basis. Revisions to accounting estimates are recognised in the period in which the estimates are
revised if the revision affects only that period, or in the period of revision and future periods if the revision affects both
current and future periods.

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

i) Business combinations (note 6.1);
i) Classification and provisioning against investments (notes 6.4 and 10);
i) Income taxes (notes 6.8, 14, 18 and 32);
iv) Classification and provisioning against advances (notes 6.5 and 11);
v) Depreciation / amortisation of fixed assets / intangibles / revaluations (notes 6.6, 12 and 13);
vi)  Accounting for non-banking assets acquired in satisfaction of claims (notes 6.9 and 14);
vii) Accounting for defined benefit plan (notes 6.11 and 36);
viii) Impairment of assets (note 6.7);
ix) Provisions and contingent assets and liabilities (notes 6.10 and 22);
x) Lease liability and right-of-use assets (notes 6.23, 12.2, 19, 25 and 28); and
xi) Fair value of derivatives (notes 6.24 and 23).
5 FUNCTIONAL AND PRESENTATION CURRENCY

[tems included in these consolidated financial statements are measured using the currency of the primary economic
environment in which the Group operates. These consolidated financial statements are presented in Pakistani Rupees,
which is the Group's functional and presentation currency.

6 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

Business combinations are accounted for by applying the acquisition method. The cost of acquisition is measured as
the fair value of assets given, equity instruments issued and the liabilities incurred or assumed as at the date of
acquisition. The consideration transferred includes the fair value of any asset or liability resulting from a contingent
consideration arrangement, if any. Acquisition-related costs are expensed as incurred. Identifiable assets acquired and
liabilities and contingent liabilities assumed in a business combination are measured initially at their fair values as at the
acquisition date. The excess of the consideration transferred over the fair value of the Group's share of identifiable net
assets acquired is recorded as goodwill. If this is less than the fair value of the net assets acquired in the case of a
bargain purchase, the difference is recognised directly in the consolidated profit and loss account. However, as more
fully described in note 13.3 to these consolidated financial statements, the gain on bargain purchase arising on an
acquisition made in 2010 has been recognised directly in equity as per the directives of the SBP.

Goodwill acquired in a business combination is measured, subsequent to initial recognition, at its cost less
accumulated impairment losses, if any. Goodwill acquired in a business combination is tested for impairment annually
or whenever there is an indication of impairment as per the requirements of International Accounting Standard (IAS)
36, 'Impairment of assets'. Impairment charge in respect of goodwill is recognised in the consolidated profit and loss
account and is not subsequently reversed.

Acquisition of non-controlling interests (NCI) is measured at the proportionate share of the NCI in the fair value of the
net assets acquired by the Group. The excess of the fair value of consideration transferred over the proportionate
share of the NCI in the fair value of the net assets acquired is recognised in equity.

6.2 Cash and cash equivalents

For the purpose of the consolidated cash flow statement, cash and cash equivalents comprise of cash in hand,
balances with treasury banks, balances with other banks in current and deposit accounts, national prize bonds, if any,
and overdrawn nostro accounts.

6.3 Lendings to / borrowings from financial institutions

The Group enters into repurchase agreement (repo) and reverse repurchase agreements (reverse repos) at contracted
rates for a specified period of time. These are recorded as under:

(a) Sale of securities under repurchase agreements

Securities sold subject to a repurchase agreement (repo) are retained in the consolidated financial statements as
investments and the counter party liability is included in borrowings. The difference between the sale and
contracted repurchase price is accrued over the period of the contract and recorded as an expense.

(b) Purchase of securities under repurchase agreements

Securities purchased under agreement to resell (reverse repo) are not recognised in the consolidated financial
statements as investments and the amount extended to the counter party is included in lendings. The difference
between the purchase and contracted resale price is accrued over the period of the contract and recorded as
income.

(c) Musharaka / Modaraba placements

In Musharaka / Modaraba, the Group invests in the Shari'ah compliant business pools of the financial institutions
at the agreed profit and loss sharing ratio under musharaka agreements.

(d) Bai Muaj j al

Bai Muajjal transactions with the SBP and other financial institutions are classified under lendings. In Bai Muajjal,
the Group sells Shari‘ah compliant instruments on credit to other financial institutions. The credit price is agreed at
the time of sale and such proceeds are received at the end of the credit period. The difference between the sale
and the credit price is recognised over the credit period and recorded as income.
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6.4 Investments

6.4.1 Classification
The Group classifies its investments as follows:
(a) Held for trading

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

(b) Held to maturity

These are securities with fixed or determinable payments and maturity that the Group has a positive intent and
ability to hold to maturity.

(c) Available for sale

These are investments, other than those in associates, that do not fall under either held for trading or held to
maturity categories.

(d) Associates
Associates are all entities over which the Group has significant influence but not control.
6.4.2 Initial recognition and measurement

All purchases and sales of investments that require delivery within the time frame established by the regulations or
market convention are recognised at the trade date. Trade date is the date on which the Group commits to purchase
or sell the investment.

Investments other than those classified as held for trading 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 associated with the transactions are expensed in the consolidated profit and loss
account.

6.4.3 Subsequent measurement:
Held for trading

These are measured at subsequent reporting dates at fair value. Gains and losses on re-measurement are included in
the consolidated profit and loss account.

Held to maturity

These are measured at amortised cost using the effective interest rate method, less any impairment loss recognised to
reflect irrecoverable amounts.

Available for sale

Quoted securities classified as available for sale investments are measured at subsequent reporting dates at fair value.
Any surplus or deficit arising thereon is kept in a separate account shown in the consolidated statement of financial
position within equity and is taken to the consolidated profit and loss account when realised upon disposal or when
the investments are considered to be impaired.

Unqguoted equity securities are valued at the lower of cost and break-up value. The break-up value of these securities
is calculated with reference to the net assets of the investee company as per the latest available audited financial

Annual Report 2020 | 317



Notes to and forming part of the
Consolidated Financial Statements

For the year ended December 31, 2020

statements. A decline in the carrying value is charged to the consolidated profit and loss account. A subsequent
increase in the carrying value, upto the cost of the investment, is credited to the consolidated profit and loss account.
Investments in other unquoted securities are valued at cost less impairment, if any.

6.4.4 Impairment

Impairment loss in respect of investments classified as available for sale (except term finance certificates and sukuk
certificates) and held to maturity is recognised based on management's assessment of objective evidence of
impairment as a result of one or more events that may have an impact on the estimated future cash flows of the
investments. A significant or prolonged decline in the fair value of a listed equity investment below its cost is also
considered an objective evidence of impairment. Provision for diminution in the value of term finance certificates and
sukuk certificates is made as per the requirements of the Prudential Regulations issued by the SBP. In case of
impairment of available for sale securities, the cumulative loss that has been recognised in surplus / deficit on
revaluation of securities on the consolidated statement of financial position within equity is removed therefrom and
recognised in the consolidated profit and loss account. For investments classified as held to maturity, the impairment
loss is recognised in the consolidated profit and loss account.

Gain or loss on sale of investments is included in the consolidated profit and loss account.

Premium or discount on acquisition of investments is amortised through the consolidated profit and loss account over
the remaining period till maturity using the effective interest method.

6.4.5 Investment in associates

Investment in associates are accounted for using the equity method of accounting, after initially being recognised at
cost.

Under the equity method of accounting, the investments are initially recognised at cost and adjusted thereafter to
recognise the Group’s share of the post-acquisition profits or losses of the investee in profit or loss, and the Group’s
share of movements in other comprehensive income of the investee in other comprehensive income. Dividends
received or receivable from associates and joint ventures are recognised as a reduction in the carrying amount of the
investment.

6.5 Advances

6.5.1 Advances are stated net of specific and general provisions. Specific provision for advances is made in accordance
with the requirements of the Prudential Regulations and other directives issued by the SBP which is based on the time
based criteria and subjective evaluation of the credit worthiness of the borrowers. The amount of provision is charged
to the consolidated profit and loss account. The amount of general provision is determined in accordance with the
relevant regulations and management's judgment as explained in note 11.4.1 to these consolidated financial
statements. Advances are written off when there is no realistic prospect of recovery. In addition to conventional
products, the Group also offers various Islamic financing products the details of which are as follows:

(a) Murabaha

In Murabaha transactions, the Group purchases the goods and after taking the possession, sells them to the
customer on cost plus profit basis either in a spot or credit transaction.

(b) Diminishing Musharaka

It is a form of partnership in which the Group and customers create co-ownership in the asset by purchasing it
jointly. The Group then rents out its share of the asset to customers. Besides the payment of rentals, customer
also purchases the asset from the Group in installments. Hence at the end of the tenure, customer becomes sole
owner of the asset.
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(¢) Running Musharaka

In Running Musharaka financing, the Group enters into financing with customer based on Shirkat-ul-Agd or
business partnership in customer's operating business. Under this mechanism customer can withdraw and return
funds to the Group subject to its Running Musharaka financing limit during the Musharaka period. At the end of
each period, customer pays the provisional profit as per the desired profit rate which is subject to final settlement
based on the relevant quarterly / half yearly / annual accounts of customer.

(d) lj ah

ljarah is a contract whereby the owner of an asset (other than consumables) transfers its usufruct to another
person for an agreed period and for an agreed consideration.

liarah assets are stated at cost less accumulated depreciation and impairment losses, if any. Depreciation is
charged from the date of recognition of ljarah assets on a straight line basis over the period of ljarah. Impairment
of ljarah assets is determined on the same basis as that of operating fixed assets.

ljarah rental income is recognised on an accrual basis as and when the rental becomes due. Impairment of ljarah
rentals receivable is determined in accordance with the requirements of the Prudential Regulations and other
directives issued by the SBP and charged to the consolidated profit and loss account.

In service ljarah financing, the Group provides financing by acquiring certain agreed services from customers. After
the purchase of services, the Group appoints customers to sell those services in the market over a period and
provide a confirmation of such sale. The profit is only accrued from the date of receipt of such confirmation.

(e) Istisna

Istisna is a mode of sale at an agreed price, whereby the buyer places an order to or cause to manufacture,
assemble or construct anything to be delivered at a future date.

The funds disbursed under Istisna are recorded as 'Advance against Istisna'. On execution of goods receiving
note and receipt of manufactured goods, the same are recorded in the consolidated statement of financial
position as inventories of the Group at cost price and after sale of goods by customer to its ultimate buyers,
Istisna financing is booked.

(f) Musawamah

In Musawamah financing, the Group purchases the goods and after taking the possession, sells them to customer
either in spot or credit transaction, without disclosing the cost.

(g) Salam

Salam is a sale transaction where the seller undertakes to supply some specific goods to the buyer at a future
date against an advance price fully paid on spot.

The funds disbursed under Salam are recorded as advances against Salam. On execution of goods receiving note
and receipt of Salam goods, the same will be recorded in the consolidated statement of financial position as
inventories of the Group at cost price and after the sale of goods by customer to its ultimate buyers, Salam
financing will be booked.

(h) Tij ah

Tijarah is a financing mode under which the Group purchases finished goods from customer / seller against spot
payment and delivery. Thereafter, the Group appoints customer as an agent to sell the Tijarah goods in the
market.

The funds disbursed under Tijarah are recorded as advances against Tijarah. On execution of goods receiving
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note and receipt of Tijarah goods, the same will be recorded in the consolidated statement of financial position as
inventories of the Group at cost price and after the sale of goods by customer to its ultimate buyers, Tijarah
financing will be booked.

6.5.2 Net investment in finance lease

Leases where the Group transfers substantially all the risks and rewards incidental to the ownership of an asset are
classified as finance lease. A receivable is recognised on the commencement of lease term at an amount equal to the
present value of the minimum lease payments, including guaranteed residual value, if any. Unearned finance income is
recognised over the term of the lease, so as to produce a constant periodic return on the outstanding net investment
in lease. Specific and general provisions for net investment in finance lease are made in accordance with the
requirements of the Prudential Regulations and other directives issued by the SBP and charged to the consolidated
profit and loss account.

6.6 Fixed assets and depreciation

(a)

(b)

(c)
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Tangible assets

Operating fixed assets other than land and buildings are stated at cost less accumulated depreciation and
accumulated impairment losses, if any. Buildings are carried at revalued amount less any accumulated
depreciation and subsequent impairment losses, if any. Land is carried at revalued amount less any subsequent
impairment losses, if any.

Depreciation on operating fixed assets (excluding land which is not depreciated) is charged using the straight line
method in accordance with the rates specified in note 12.2 to these consolidated financial statements after taking
into account residual value, if significant. The asset's residual values and useful lives are reviewed and adjusted, if
required, at each reporting date. Depreciation on additions is charged from the month the assets are available for
use. No depreciation is charged in the month of disposal.

Subsequent costs are included in the asset's carrying amounts or recognised as a separate asset, 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. All other repair and maintenance expenditures are charged to the
consolidated profit and loss account as and when incurred.

Land and buildings are revalued by professionally qualified valuers with sufficient regularity to ensure that the net
carrying amount does not differ materially from their fair value.

An asset's carrying amount is written down immediately to its recoverable amount if the asset's carrying amount is
greater than its estimated recoverable amount.

Gains / losses on disposal of fixed assets, if any, are taken to the consolidated profit and loss account in the
period in which they arise except that the related surplus on revaluation of fixed assets (net of deferred taxation) is
transferred directly to consolidated unappropriated profit.

Capital work-in-progress

Capital work-in-progress is stated at cost less accumulated impairment losses, if any. All expenditure connected
with specific assets incurred during installation and construction period are carried under this head. These are
transferred to specific assets as and when assets become available for use.

Intangible assets

Intangible assets having definite lives are stated at cost less accumulated amortisation and accumulated
impairment losses, if any. The intangible assets include directly attributable costs that are capitalised as part of the
intangible asset. Amortisation, except for customer relationship, is charged applying the straight-line method over
the useful lives of the assets. Amortisation is calculated so as to write-off the assets over their expected economic
lives at rates specified in note 13 to these consolidated financial statements. Amortisation is charged from the
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month in which the asset is available for use. No amortisation is charged for the month in which the asset is
disposed of. The intangible asset comprising customer relationship is being amortised over the life expectancy of
the deposits. The residual values and useful lives of intangible assets are reviewed and adjusted, if appropriate, at
each reporting date.

Subsequent costs are included in the asset's carrying amounts or recognised as a separate asset, 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.

Intangible assets having an indefinite useful life are stated at acquisition cost less accumulated impairment losses,
if any.

Gains and losses on disposals, if any, are taken to the consolidated profit and loss account in the period in which
they arise.

6.7 Impairment

The carrying amounts of assets are reviewed at each reporting date for impairment whenever events or changes in
circumstances indicate that the carrying amounts of the assets may not be recoverable. If any such indication exists,
and where the carrying value exceeds the estimated recoverable amount, assets are written down to their recoverable
amount, except in the case of an intangible asset with an indefinite useful life or an intangible asset not yet available for
use and goodwill acquired in a business combination for which impairment is tested annually irrespective of whether
there is any indication of impairment. The resulting impairment loss is taken to the consolidated profit and loss account
except for impairment loss on revalued assets, which is adjusted against related revaluation surplus to the extent that
the impairment loss does not exceed the surplus on revaluation of asset.

An impairment loss is reversed except for impairment loss relating to goodwill, if there has been a change in the
estimate used to determine the recoverable amount. Such reversals are only made to the extent that the asset's
carrying amount does not exceed the amount that would have been determined if no impairment loss had been
recognised.

6.8 Taxation

Income tax expense comprises current and deferred tax. Income tax expense is recognised in the consolidated profit
and loss account except to the extent that it relates to items recognised directly in equity, in which case it is
recognised in equity.

Current

Provision for current taxation is based on taxable income for the year. Tax charge for the current year is determined in
accordance with the prevailing laws for taxation. The charge for the current tax is calculated using tax rates enacted or
substantively enacted at the reporting date.

Prior

The charge / reversals for prior years represent adjustments to the tax charge / reversals for prior years, arising from
assessments, changes in estimates, and retrospectively applied changes to the law, made during the current year.

Deferred

Deferred tax is recognised using the balance sheet liability method on all temporary differences between the carrying
amounts of assets and liabilities used for financial reporting purposes and amounts used for taxation purposes. In
addition, the Group also records deferred tax asset on available tax losses. Deferred tax is calculated using the rates
that are expected to apply to the period when the differences reverse based on tax rates that have been enacted or
substantively enacted at the reporting date.
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A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available
against which the asset can be utilised. Deferred tax asset is reduced to the extent that it is no longer probable that
the related tax benefits will be realised.

The carrying amount of the deferred tax asset is reviewed at each reporting date and reduced to the extent that it is no
longer probable that sufficient taxable profits will be available to allow all or part of the deferred tax asset to be utilised.

The Group also recognises deferred tax asset / liability on deficit / surplus on revaluation of securities, fixed assets
(other than land) and assets acquired in satisfaction of claims (other than land) which is adjusted against the related
deficit / surplus in accordance with the requirements of International Accounting Standard (IAS) 12, 'Income Taxes'.

6.9 Assets acquired in satisfaction of claims

Non-banking assets acquired in satisfaction of claims are carried at revalued amounts less accumulated depreciation
and accumulated impairment, if any. These assets are revalued by professionally qualified valuers with sufficient
regularity to ensure that their net carrying values do not differ materially from their fair values. Legal fees, transfer costs
and direct costs of acquiring title to the non-banking assets are charged to the consolidated profit and loss account
and these are not capitalised as part of non-banking assets. A surplus arising on revaluation of non-banking assets
acquired in satisfaction of claims is credited to the 'surplus on revaluation of assets' account. Any deficit arising on
revaluation is first set off against the surplus account for that particular non-banking asset, if any, or if no surplus
exists, is charged to the consolidated profit and loss account. These assets are disclosed in other assets as specified
by the SBP.

6.10 Provisions and contingent assets and liabilities

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

Contingent assets are not recognised and are also not disclosed unless an inflow of economic benefits is probable.
Contingent liabilities are not recognised and are disclosed unless the probability of an outflow of resources embodying
economic benefits is remote.

6.11 Staff retirement benefits
a) Defined contribution plan

The Holding Company and the Subsidiary Company both operate a contributory provident fund for all its
permanent employees to which equal monthly contributions at the rate of 10 percent of basic salary are made
both by the Group and the employees.

b) Defined benefit scheme

The Holding Company operates an approved funded gratuity scheme for all its permanent eligible employees and
eligible employees who are on contractual service and are employed under non-management cadre. The
Subsidiary Company also operates a funded gratuity plan for all permanent eligible employees who have
completed the specified minimum qualifying period of service. Contributions are made by each company to the
respective funds on the basis of actuarial recommendations. Projected Unit Credit Method is used for the actuarial
valuation.

Amounts arising as a result of 'remeasurements’, representing the actuarial gains and losses and the differences
between the actual investment returns and the return implied by the net interest cost are recognised in the
consolidated statement of financial position immediately, with a charge or credit to other comprehensive income in
the periods in which they occur.

Staff retirement benefits are payable to staff on completion of prescribed qualifying period of service under these
schemes.
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6.12 Borrowings / deposits and their costs

Borrowings / deposits are recorded at the proceeds received. Borrowing / deposit costs are recognised as an
expense in the period in which these are incurred to the extent that they are not directly attributable to the acquisition
of or construction of qualifying assets. Borrowing cost that is directly attributable to the acquisition, construction or
production of a qualifying asset (one that takes a substantial period of time to get ready for use or sale) is capitalised
as part of the cost of the asset.

6.13 Subordinated loans

Subordinated loans are initially recorded at the amount of proceeds received. Mark-up on subordinated loans is
charged to the consolidated profit and loss account over the period on an accrual basis and is recognised separately
as part of other liabilities.

6.14 Revenue recognition and other items

- Mark-up income / interest / profits on advances and returns on investments are recognised on a time proportion
basis except that mark-up income / interest / returns / profits on non-performing advances and investments are
recognised on receipt basis in accordance with the requirements of the Prudential Regulations issued by the State
Bank of Pakistan. Interest / returns / mark-up income / profits on rescheduled / restructured advances and
investments are recognised as permitted by the State Bank of Pakistan, except where, in the opinion of the
management, it would not be prudent to do so.

- Profit on Murabaha and Musawamah transactions are recognised on an accrual basis for the period from the date
of sale of goods to customer to the date of culmination of Murahaba / Musawamah. In case of credit Murabaha /
Musawamah the profit is accrued from the date of disbursement i.e. after the date of culmination of Murabaha /
Musawamah. However, no profit can be accrued in excess of selling price determined at the time of executing the
Murahaba / Musawamah transactions.

- Profit on Istisna / Salam / Tijarah transactions are recognised on an accrual basis for the period from the date of
sale of goods by the Group's customer to its ultimate buyer to the date of culmination of the transaction.

- ljarah rentals once due are recognised as income on an accrual basis over the corresponding rental period.

- Rental on Diminishing Musharaka financing once due is recognised on an accrual basis over the corresponding
rental period.

- Profit on Running Musharaka is recognised on an accrual basis and is adjusted upon declaration of profit by
customers.

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

- Unrealised finance income in respect of non-performing lease finance is held in suspense account, where
necessary, in accordance with the requirements of the Prudential Regulations issued by the SBP. Gains / losses
on termination of lease contracts, documentation charges, front-end fee and other lease income are recognised
as income when they are realised.

- Premium or discount on acquisition of debt investments is capitalised and amortised through the consolidated
profit and loss account over the remaining period till maturity.

- Dividend income from investments is recognised when the Group's right to receive the dividend is established.

- Fee, commission on letters of credit / guarantee, other commission and brokerage income is recognised on an
accrual basis.
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- Financial advisory fee is recognised when the right to receive the fee is established.
- Rent and other income is recognised on an accrual basis.
- Profits on Bai Muajjal lendings are recognised on straight line accrual basis.

6.15 Proposed dividend and transfer between reserves

Dividends and appropriations to reserves, except appropriations which are required by the law, made subsequent to
the reporting date are considered as non-adjusting events and are recorded in the consolidated financial statements in
accordance with the requirements of International Accounting Standard (IAS) 10, 'Events after the reporting period' in
the year in which they are approved / transfers are made.

6.16 Foreign currencies
(a) Foreign currency transactions

Transactions in foreign currencies are translated into rupees at the foreign exchange rates prevailing at the
transaction date. Monetary assets and liabilities in foreign currencies are expressed in rupee terms at the rates of
exchange prevailing at the reporting date. Foreign bills purchased and forward foreign exchange contracts are
valued at rates determined with reference to their respective maturities. Forward purchase contracts with the State
Bank of Pakistan relating to foreign currency deposits are valued at the spot rate prevailing on the reporting date.
The forward cover fee, if any, payable on contracts with the SBP is amortised over the term of the contract.

(b) Translation gains and losses
Translation gains and losses are included in the consolidated profit and loss account.
6.17 Commitments

Commitments for outstanding forward foreign exchange contracts are disclosed in the consolidated financial
statements at committed amounts. Commitments for letters of credit and letters of guarantee denominated in foreign
currencies are expressed in rupee terms at the rates of exchange prevailing at the reporting date.

6.18 Acceptances

Acceptances comprise undertakings by the Group to pay bills of exchange drawn on customers. The Group expects
most acceptances to be simultaneously settled with the reimbursement from the customers. Acceptances are
accounted for in these consolidated statement of financial position both as assets and liabilities.

6.19 Financial instruments
Financial assets and financial liabilities

Financial instruments carried on the consolidated statement of financial position include cash and balances with
treasury banks, balances with other banks, lendings to financial institutions, investments, advances, certain other
assets, bills payable, borrowings, deposits, liabilities against assets subject to finance lease and certain other liabilities.
The particular recognition methods adopted for significant financial assets and financial liabilities are disclosed in the
individual policy statements associated with these assets and liabilities.

Derivative financial instruments

Derivative financial instruments are initially recognised at fair value on the date on which a derivative contract is entered
into and are subsequently remeasured to fair value using appropriate valuation techniques. All derivative financial
instruments are carried as assets when the fair value is positive and the liability when the 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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Offsetting

Financial assets and financial liabilities are set off and the net amount is reported in the consolidated financial
statements only when the Group has a legally enforceable right to set off and the Group intends to either settle on a
net basis, or to realise the assets and to settle the liabilities simultaneously. Income and expense items of such assets
and liabilities are also offset and the net amount is reported in the consolidated financial statements only when
permitted by the accounting and reporting standards as applicable in Pakistan.

6.20 Earnings per share

The Group presents basic and diluted Earnings Per Share (EPS) for its shareholders. Basic EPS is calculated by
dividing the profit attributable to ordinary shareholders of the Holding Company by the weighted average number of
ordinary shares outstanding during the year. Diluted EPS is determined by adjusting the profit attributable to ordinary
shareholders and the weighted average number of ordinary shares outstanding for the effects of all dilutive potential
ordinary shares, if any.

6.21 Segment reporting

Operating segments are reported in a manner consistent with internal reporting provided to the Chief Operating
decision maker. The Chief Executive Officer (CEO) has been identified as the Holding Company's Chief Operating
decision maker.

(a) Business Segments
(i) Retail banking

Retail banking provides services to small borrowers i.e. commercials, consumers, small enterprises, medium
enterprises and agriculture sector. It includes loans, deposits, other transactions and balances with retail
customers.

(ii) Corporate and investment banking

This includes strategic partnership with corporate entities to provide working capital financing, trade
financing, cash management services, project finance, export finance, leasing, guarantees, bills of exchange,
deposits and other short term and long term finance. Further, this includes investment banking activities such
as mergers and acquisitions, underwriting, privatisation, securitisation, Initial Public Offerings (IPOs),
secondary private placements, etc.

(iii) Treasury and equity capital market (ECM)
It includes fixed income, equity, foreign exchanges, funding, own position securities, lendings and repos.
(iv) Special asset management (SAM)

This includes recoveries from borrowers' accounts which became delinquent or have defaulted in their loan
repayment obligations.

(b) Geographical segment
The operations of the Group are currently based only in Pakistan.
6.22 Provision of claims under guarantees

A provision for claim under guarantees is recognised when intimated and reasonable certainty exists that the Group
will settle the obligation. The charge to the consolidated profit and loss account is stated net of expected recoveries
as the obligation is recognised in other liabilities.
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6.23 Group's leasing arrangements
6.23.1 Lease liability and right-of-use assets

The Group leases various branches, ATM placement spaces and warehouses. Rental contracts are typically for a fixed
period of 11 months to 29 years and may have extension options as described below. At inception of a contract, the
Group assesses Whether a contract is, or contains, a lease based on whether the contract conveys the right to control
the use of an identified asset for a period of time in exchange for consideration. Lease terms are negotiated on an
individual basis and contain a wide range of different terms and conditions.

In determining the lease term, management considers all facts and circumstances that create an economic incentive
to exercise an extension option or not to exercise a termination option. Extension options (or periods after termination
options) are only included in the lease term if the lease is reasonably certain to be extended (or not terminated).

The lease liability is initially measured at the present value of the lease payments over the period of lease term and that
are not paid at the commencement date, discounted using the interest rate implicit in the lease, or if that rate cannot
be readily determined, the Group's incremental borrowing rate.

Lease payments include fixed payments less any lease incentive receivable, variable lease payment that are based on
an index or a rate which are initially measured using the index or rate as at the commencement date, amounts
expected to be payable by the Group under residual value guarantees, the exercise price of a purchase option if the
Group is reasonably certain to exercise that option and payments of penalties for terminating the lease if the lease
term reflects that the lessee will exercise that option. The extension and termination options are incorporated in
determination of lease term only when the Group is reasonably certain to exercise these options.

The lease liability is subsequently measured at amortised cost using the effective interest rate method. The lease
liability is also remeasured to reflect any reassessment or lease modification, or to reflect revised in-substance fixed
lease payment.

The lease liability is remeasured when the Group reassesses the reasonable certainty to exercise extension or
termination option upon occurrence of either a significant event or a significant change in circumstances, or when
there is a change in assessment of an option to purchase underlying asset, or when there is a change in amount
expected to be payable under a residual value guarantee, or when there is a change in future lease payments resulting
from a change in an index or rate used to determine those payments. The corresponding adjustment is made to the
carrying amount of the right-of-use assets, or is recorded in consolidated profit and loss account if the carrying
amount of right-of-use assets has been reduced to zero.

When there is a change in scope of a lease, or the consideration for a lease, that was not part of the original terms
and conditions, the same is accounted for as a lease modification. The lease modification is accounted for as a
separate lease if modification increases the scope of lease by adding the right to use one or more underlying assets
and the consideration for lease increases by an amount that is commensurate with the standalone price for the
increase in scope adjusted to reflect the circumstances of the particular contract, if any. When the lease modification is
not accounted for as a separate lease, the lease liability is remeasured and corresponding adjustment is made to
right-of-use assets.

The right-of-use assets is initially measured at an amount equal to the initial measurement of lease liability adjusted for
any lease payments made at or before the commencement date, plus any initial direct costs incurred and an estimate
of the costs to be incurred to dismantle and remove the underlying asset or to restore the underlying asset or the site
on which the asset is located.

The right-of-use assets is subsequently measured at cost less accumulated depreciation and accumulated impairment
losses, if any. The right-of-use assets is depreciated on a straight line method over the lease term as this method most
closely reflects the expected pattern of consumption of future economic benefits. The right-of-use assets is reduced
by impairment losses, if any, and adjusted for certain remeasurements of the lease liability.
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6.24 Derivative financial instruments

Derivative financial assets and liabilities are initially recognised at fair value on the date on which a derivative contract is
entered into and are subsequently measured at their fair value using appropriate valuation techniques. Derivative
financial instruments are carried as an asset when the fair value is positive and as a liability when the fair value is
negative. Any change in the fair value of derivative financial instruments is taken directly to the profit and loss account.

6.25 Share capital

Ordinary shares are classified as equity and recognised at their face value. Incremental costs directly attributable to the
issue of new shares or options are shown in equity as a deduction, net of tax, from the proceeds.

Note 2020 2019
7 CASH AND BALANCES WITH TREASURYBANKS === Rupees '000------------
In hand
- local currency 13,650,096 10,322,399
- foreign currencies 6,147,826 3,601,723
19,797,922 13,924,122
With State Bank of Pakistan in
- local currency current account 7.1 25,323,730 32,960,190
- foreign currency current account 7.2 2,121,802 1,873,656
- foreign currency deposit account 7.3 3,860,816 5,325,652

31,306,348 40,159,498
With National Bank of Pakistan in
- local currency current account 8,202,707 5,574,470

Prize bonds 574,313 710,336
59,881,290 60,368,426

71 These include local currency current accounts maintained with the SBP as per the requirements of Section 36 of the
State Bank of Pakistan Act, 1956. This section requires banking companies to maintain a local currency cash reserve
in a current account with the SBP at a sum not less than such percentage of the Bank's time and demand liabilities in
Pakistan as may be prescribed by the SBP.

7.2 This represents cash reserve of 5% maintained with the SBP in US dollars current account on deposits held under the
New Foreign Currency Accounts (FE-25 deposits) as per BSD Circular No. 14 and 15 dated June 21, 2008.

7.3 These represent special cash reserve of 10% maintained with the SBP in US dollars deposit account on deposits held
under the new foreign currency accounts (FE-25 deposits) as per DMMD Circular No.8 dated April 17, 2020, local US
dollars clearing account maintained with the SBP to facilitate US dollars clearing and 6% special cash reserve
requirement on FE-25 deposits maintained by Islamic Banking Branches under the requirements of BSD Circular No.
15 dated June 21, 2008. Profit rate on these balances is Nil (2019: 0.70%) per annum which is notified on monthly

basis by the SBP.
Note 2020 2019
8 BALANCES WITH OTHERBANKS . Rupees '000------------
In Pakistan
- in current account 645,273 1,426,987
- in deposit account 8.1 72 68
645,345 1,427,055

Qutside Pakistan
- in current account 2,233,285 1,352,850

- in deposit account - 55,745
2,233,285 1,408,595
2,878,630 2,835,650
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8.1 These carry mark-up at the rate of 5.5% (December 31, 2019: 10.25%) per annum.

Note 2020 2019
------------- Rupees '000------------
9 LENDINGS TO FINANCIAL INSTITUTIONS
Repurchase agreement lendings (reverse repo) 9.2 2,985,000 -
9.1 Particulars of lending
- local currency 2,985,000 -

9.2 This represents lending to a non-banking finance company which carries mark-up at the rate of 7.05% per annum
(2019: Nil) and is due to mature on January 4, 2021.

9.3  Securities held as collateral against lendings to financial institutions

2020 2019
Held by ;522 :rs Total Held by gF.%tr? :rs Total
Group collateral Group collateral
Rupees '000
Pakistan Investment Bonds 2,985,000 - 2,985,000 - - -
10 INVESTMENTS Note 2020 2019
E Cos.t ! Provision Surplus / Carrying Cos.t ! Provision Surplus / Carrying
101 Investments by type: amortised . for . (deficit) value amortised ] for ) (defict) value
cost diminution cost diminution
Rupees '000
Held-for-trading securities
Federal Government securities 6,534,053 = 418 6,534,471 || 31,073,816 - 1,002 31,074,818
Shares 599,168 - 1,086 600,254 164,344 - 900 165,244
7,133,221 - 1,504 7,134,725 31,238,160 - 1,902 31,240,062
Available-for-sale securities
Federal Government securities 195,466,018 - 15,838 || 195,481,856 |[104,109,013 - 115,329 104,224,342
Shares 8,421,544 || 1,688,885 376,325 7,108,984 7,360,710 || 1,745,897 878,857 6,493,670
Non Government debt securities 51,638,835 559,787 2,523,780 || 53,602,828 || 42,711,443 559,787 4,553,216 46,704,872
255,526,397 2,248,672 2,915,943 256,193,668 154,181,166 2,305,684 5,547,402 157,422,884
Held-to-maturity securities
Federal Government securities 1,597,048 - - 1,597,048 1,597,048 - - 1,597,048
Non Government debt securities 11,831,456 || 1,528,616 - 10,302,840 || 13,916,034 || 1,543,597 - 12,372,437
13,428,504 1,528,616 - 11,899,888 15,513,082 1,543,597 - 13,969,485
Associates * 10.5
Faysal Income & Growth Fund 267,056 - - 267,056 268,625 - - 268,625
Faysal Islamic Stock Fund 236,820 - - 236,820 - -
Faysal Asset Allocation Fund 51,158 - - 51,158 - -
Faysal Saving Growth Fund 686,509 - - 686,509 693,247 - - 693,247
1,241,543 - - 1,241,543 961,872 - - 961,872
Total Investments 277,329,665 3,777,288 2,917,447 276,469,824 201,894,280 3,849,281 5,549,304 203,594,303

* related parties
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10.2

10.2.1

10.2.2

10.2.3

10.2.4

10.2.5

10.2.6

Investments by segments

2020 2019
Cos.tl Provision Surplus / Carrying Cos.tl Provision Surplus / Carrying
amortised . .for . (deficit) value amortised . .for . (deficit) value
Note cost diminution cost diminution
Rupees '000
Federal Government securities
- Market Treasury Bills 10.2.1 | 133,796,844 = 212,826 || 134,009,670 || 118,699,887 - 7,040 118,706,927
- Pakistan Investment Bonds 10.2.2 33,182,545 - (168,598)[| 33,013,947 || 10,482,942 - 169,291 10,652,233
- ljarah Sukuks 10.2.3 34,554,247 = (27,972)|] 34,526,275 6,000,000 - (60,000) 5,940,000
- Bai Muajjal 10.2.4 1,597,048 - - 1,697,048 1,697,048 - 1,597,048
- Other Federal Government securities  10.2.5 466,435 = 466,435 - - -
203,597,119 - 16,256 203,613,375 136,779,877 - 116,331 136,896,208
Shares
- Listed companies 8,276,796 1,039,219 347,066 7,584,643 6,825,388 1,096,231 849,412 6,578,569
- Unlisted companies 743,916 649,666 30,345 124,595 699,666 649,666 30,345 80,345
9,020,712 1,688,885 377,411 7,709,238 7,525,054 1,745,897 879,757 6,658,914
Non Government debt securities10.2.6
- Listed 45,380,509 51,476 2,512,243 47,841,276 || 35,770,632 51,476 4,555,178 40,274,334
- Unlisted 18,089,782 2,036,927 11,637 16,064,392 || 20,856,845 2,051,908 (1,962) 18,802,975
63,470,291 2,088,403 2,523,780 63,905,668 56,627,477 2,103,384 4,553,216 59,077,309
Associates * 10.5
Faysal Income & Growth Fund 267,056 - - 267,056 268,625 - - 268,625
Faysal Islamic Stock Fund 236,820 - - 236,820 - -
Faysal Asset Allocation Fund 51,158 - - 51,158 - -
Faysal Saving Growth Fund 686,509 = = 686,509 693,247 - - 693,247
1,241,543 - - 1,241,543 961,872 - - 961,872
Total Investments 277,329,665 3,777,288 2,917,447 276,469,824 201,894,280 3,849,281 5,549,304 203,594,303

* related parties

Market Treasury Bills have tenures of 3 months to 1 year. The Group’s return on these instruments ranges from 7% to
13.29% per annum (2019: 12.79% to 13.84% per annum) with maturities up to December 2021.

Pakistan Investment Bonds have tenures of 3 to 10 years. The Group’s return on these instruments ranges from
7.08% to 12% per annum (2019: 6.64% to 14.59% per annum) with maturities from August 2021 to June 2030.

GoP ljarah Sukuk bonds have tenure of 5 years. The Group’s return on these instruments ranges from 6.27% to
8.37% per annum (2019: 5.24% per annum) with maturities from July 2025 to December 2025.

2020 2019
————————————— Rupees '000------------
Bai Muajjal - gross 2,212,625 2,212,625
Less: deferred income (194,895) (400,462)
Less: profit receivable shown in other assets (420,682) (215,115)
Bai Muajjal - net 1,597,048 1,597,048

This represents Bai Muajjal with Government of Pakistan carrying profit at the rate of 12.84% per annum (2019:
12.84%) maturing in December, 2021.

During the current year, the Group has invested in PKR and USD denominated Mudarabah based pools maintained by
the Islamic Naya Pakistan Certificate Company Limited (INPCCL), a special purpose vehicle formed by the
Government of Pakistan. As at December 31, 2020, the Group's investment in these PKR and USD denominated
pools amounted to Rs. 342.284 million and Rs. 124.151 million (USD 0.777 million) respectively. The actual profit rates
on these pools are calculated in line with the Islamic principle of Mudarabah and communicated to the Group at the
end of each month. The profit earned by the Group on these investment pools during the year ranges between 8.24%
to 8.26% for PKR denominated pool and 2.99% to 3.04% for USD denominated pool. These investments are
perpetual in nature and have no fixed maturity.

These include Sukuks having tenures ranging from 5 to 15 years. The Group’s return on these instruments ranges
from 7.25% to 10.25% per annum (2019: 13.99% to 16.85% per annum) with maturities up to May 2032.
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2020 2019
------------- Rupees '000------------
10.3 Investments given as collateral
- Market treasury bills = 21,747,989
10.4 Provision for diminution in value of investments
10.4.1 Opening balance 3,849,281 3,541,667
Charge / (reversals)
Charge for the year 379,785 366,100
Reversals for the year (14,982) (9,160)
Reversals on disposals (436,796) (49,326)
(71,993) 307,614
Closing Balance 3,777,288 3,849,281
10.4.2 Particulars of provision against debt securities
2020 2019
Non- Non-
performing Provision performing Provision
Category of classification investments investments
Rupees '000
Domestic
- Loss 2,088,403 2,088,403 2,103,384 2,103,384
10.5 Investment in associates
10.5.1 Movement of Investment in associates
As at December 31, 2020
Count Investment [ | Investment /
ofincorryo- % at the (redemption)|| Share of Dividend Investment at the
rationp Holding | |beginning of| [ during the profit received end of the year
the year year
Rupees '000
Associates
Faysal Income & Growth Fund ~ Pakistan  40.67% 268,625 - 26,672 (28,241) 267,056
Faysal Islamic Stock Fund Pakistan  37.64% - 200,000 41,860 (5,040) 236,820
Faysal Asset Allocation Fund Pakistan  28.12% - 34,279 17,665 (786) 51,158
Faysal Saving Growth Fund Pakistan 21.54% 693,247 - 69,973 (76,711) 686,509
961,872 234,279 156,170 (110,778) 1,241,543
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10.5.2

As at December 31, 2019
Count Investment | | Investment /
of incorryo- % at the (redemption){| Share of Dividend Investment at the
rationp Holding | [beginning of| | during the profit received end of the year
the year year
Rupees '000
Associates
Faysal Income & Growth Fund Pakistan  47.90% - 268,625 - - 268,625
Faysal Islamic Stock Fund Pakistan - - - - - -
Faysal Asset Allocation Fund ~ Pakistan - - - - - -
Faysal Saving Growth Fund Pakistan  42.79% - 693,247 - - 693,247
- 961,872 - - 961,872
Summary of financial position and performance
As at December 31, 2020 For the year ended December 31, 2020
Country % Total
of incorpo- y Assets Liabilities Revenue Profit comprehensive
. Holding .
ration income
Rupees '000
Associates
Faysal Income & Growth Fund ~ Pakistan  40.67% 672,056 15,337 88,464 71,121 71,121
Faysal Islamic Stock Fund Pakistan 37.64% 646,596 17,356 131,890 116,977 116,977
Faysal Asset Allocation Fund Pakistan  28.12% 191,651 9,741 90,796 86,911 86,911
Faysal Saving Growth Fund Pakistan  21.54% 3,232,073 44,947 229,493 183,192 183,192

As at December 31, 2019 For the year ended December 31, 2019
Country % Total
of incorpo- . Assets Liabilities Revenue Profit comprehensive
ration Holding income
Rupees '000

Associates
Faysal Income & Growth Fund ~ Pakistan ~ 47.90% 575,121 11,584 73,249 58,651 58,651
Faysal Islamic Stock Fund Pakistan -
Faysal Asset Allocation Fund Pakistan - - - - - -
Faysal Saving Growth Fund Pakistan  42.79% 1,674,212 39,046 204,289 165,225 165,225
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10.6 Quality of available for sale securities

Details regarding quality of available for sale (AFS) securities are as follows:
2020 2019
Cost
————————————— Rupees '000------------
Federal Government securities - Government guaranteed
Market Treasury Bills 127,262,791 87,671,805
Pakistan Investment Bonds 33,182,545 10,437,208
ljarah Sukuks 34,554,247 6,000,000
Other Federal Government securities 466,435 -
195,466,018 104,109,013
Shares
Listed companies
Cement 933,165 291,028
Chemical 578,402 578,402
Commercial banks 1,640,099 1,677,348
Engineering 73,688 72,489
Fertilizer 705,657 629,798
Glass and ceramics 38 38
Investment banks / investment companies / securities 12,5628 12,5628
Oil and gas exploration company 1,101,913 903,551
Oil and gas marketing company 401,251 381,012
Open - end mutual funds 1,342,649 1,089,971
Paper and board 62,319 84,019
Pharmaceuticals = 55,589
Power generation and distribution 631,976 687,796
Real estate 16,372 16,372
Refinery - 19,033
Textile composite 120,870 98,204
Textile spinning 4,362 4,362
Textile weaving 1,271 1,271
Transport 50,809 57,974
Vanaspati and allied industries 243 243
Miscellaneous 16 16
7,677,628 6,661,044
2020 2019
Note Cost | | Breakup value Cost | I Breakup value
Rupees '000
Unlisted companies
1Link (Private) Limited 50,000 202,032 50,000 202,032
Al Hamra Avenue (Private) Limited * 265,938 357,675 265,938 357,675
Al Hamra Hills (Private) Limited * 5 © 5 5
DHA Cogen (Private) Limited * 325,000 1,853,509 325,000 1,853,509
Himont Chemical * 1,037 N/A 1,037 N/A
Pace Barka Properties Limited * 52,000 90,168 52,000 90,168
Pakistan Export Finance Guarantee * 5,686 N/A 5,686 N/A
Naymat Collateral Management 25,000 22,090 - -
Pakistan Corporate Restructuring
Company Limited 10.6.1 19,250 N/A - -
743,916 2,525,479 699,666 2,503,389

* These investments are fully provided.
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2020 2019
Non Government debt securities Cost
------------ Rupees '000 ------------
Listed
- AA+, AA, AA- 329,033 719,157
- Unrated * 45,051,476 35,051,476
45,380,509 35,770,633
Unlisted
- AA+, AA, AA- 500,000 2,402,000
-A+H A A 1,839,479 95,000
- Unrated * 3,918,847 4,443,810
6,258,326 6,940,810

* These include government guaranteed securities amounting to Rs. 48,413 million (2019: 38,935 million).

10.6.1 Pakistan Corporate Restructuring Company (PCRC) is a public limited company formed under the provisions of
Corporate Restructuring Companies Act, 2016, with an initial paid up capital of Rs 500 million. During the current year,
the Group has signed a shareholder agreement with PCRC, along with 9 other banks, subscribing 1.925 million shares
at a cost of Rs 10 per share. However, these shares have not yet been issued by PCRC as at December 31, 2020.

10.7 Particulars relating to held to maturity securities are as follows: 2020 2019
Cost |
——————————— Rupees '000 -----------

Federal Government securities - Government guaranteed
Other Federal Government securities 1,597,048 1,597,048

Non Government debt securities

Unlisted
- AAA 6,510,713 7,583,928
- A+ A A- 55,841 181,981
- CCC and below * 1,499,110 1,499,110
- Unrated 3,765,792 4,651,015

11,831,456 13,916,034

* These investments are fully provided.

10.7.1 The market value of securities classified as held-to-maturity as at December 31, 2020 amounted to Rs. 10,029.170
million (December 31, 2019: Rs. 12,564.225 million).
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11 ADVANCES Note Performing Non-performing Total
2020 || 2019 2020 || 2019 2020 [ 2019
——————————————————————————————————————— Rupees '000 --------=-=m-mmmmmmmmmm oo
Loans, cash credits, running finances, etc. ~ 11.2 119,418,082 182,560,477 24,454,468 28,777,157 143,872,550 211,337,634
Islamic financing and related assets 189,951,257 114,980,031 1,247,029 1,096,671 191,198,286 116,076,702
Bills discounted and purchased 4,150,522 5,860,886 523,928 535,455 4,674,450 6,396,341
Advances - gross 313,519,861 303,401,394  26,225425 30,409,283 339,745,286 333,810,677
Provision against advances 1.4
- specific - - (20,649,632) [ | (23,475,724) (20,649,632) (23,475,724)
- general (915,776) (761,951) - - (915,776) (761,951)
(915,776) (761,951)  (20,649,632) (23,475,724 (21,565,408) (24,237,675)
Advances - net of provision 312,604,085 302,639,443 5,575,793 6,933,559 318,179,878 309,573,002
2020 2019
11.1  Particul f ad
articulars of advances (9gross) RUPees '000-———————-—-
- in local currency 339,106,568 331,186,964
- in foreign currencies 638,718 2,623,713
339,745,286 333,810,677
11.2 Includes net investment in finance lease as disclosed below:
2020 2019
Not later Later th(ain Over Not later Later thzn Over
than one onean five Total than one onean five Total
ear less than ears ear less than ears
Y five years Y ¥ five years y
-- Rupees '000 --
Lease rentals receivable 640,175 642,651 - 1,282,826 813,647 2,041,266 - 2,854,813
Residual value 342,143 67,986 - 410,129 446,191 480,015 - 926,206
Minimum lease payments 982,318 710,637 - 1,692,955 1,259,738 2,521,281 - 3,781,019
Financial charges for future
periods (13,058) (6,858) - (19,916) (86,118) (19,577) - (105,695)
Present value of minimum
lease payments 969,260 703,779 - 1,673,039 1,173,620 2,501,704 - 3,675,324
11.3  Advances include Rs. 26,225 million (2019: Rs.30,409 million) which have been placed under non-performing status

as detailed below:-

2020 2019
Category of classification Non- Non-
performing Provision performing Provision
loans loans
Rupees '000
Domestic

- other assets especially mentioned 204,782 - 1,483,618 10
- substandard 2,727,006 541,529 1,528,058 262,576
- doubtful 900,979 237,209 4,305,081 1,164,514
- loss 22,392,658 19,870,894 23,092,526 22,048,624
Total 26,225,425 20,649,632 30,409,283 23,475,724
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11.4 Particulars of provision against advances

Note 2020 2019
Specific || General || Total Specific ||  General || Total
Rupees '000
Opening balance 23,475,724 761,951 24,237,675 23,135,261 678,187 23,813,448
Exchange adjustment 25,095 > 25,095 76,892 - 76,892
Charge for the year 3,610,762 250,000 (| 3,860,762 (| 2,297,435 83,764 2,381,199
Reversals during the year (1,485,958) (96,175)[ | (1,582,133)| | (1,812,748) - (1,812,748)
2,124,804 153,825 2,278,629 484,687 83,764 568,451
Amounts written off 11.5.1 (4,975,991) - (4,975,991) (220,887) - (220,887)
Amounts charged off - -
agriculture financing 11.5.1 - - (229) - (229)
Closing balance 20,649,632 915,776 21,565,408 23,475,724 761,951 24,237,675
11.4.1 General provision represents provision maintained against fully secured performing portfolio of consumer finance and

unsecured performing portfolio of consumer and small enterprise finance, as required by the Prudential Regulations
issued by the SBP.

In addition to the requirements of the Prudential Regulations, the management has exercised prudence and
recognised a general provision upto 1% of performing consumer portfolio amounting to Rs. 250 million keeping in
view the impacts of COVID-19.

11.4.2 Particulars of provision against advances

11.4.3

2020 2019
Specific | | General | | Total Specific | | General | | Total
Rupees '000
In local currency 19,902,966 915,776 20,818,742 22,726,762 761,951 23,488,713
In foreign currencies 746,666 = 746,666 748,962 - 748,962
20,649,632 915,776 21,565,408 23,475,724 761,951 24,237,675

As allowed by the SBP, the Holding Company has availed benefit of forced sale value (FSV) of collaterals held as
security of Rs. 2,632.364 million (December 31, 2019: Rs. 1,996.336 million) relating to advances while determining
the provisioning requirement against non-performing financing as at December 31, 2020. The additional profit arising
from availing the FSV benefit (net of tax) as at December 31, 2020 which is not available for distribution as either cash
or stock dividend to shareholders and bonus to employees approximately amounted to Rs. 1,605.742 million
(December 31, 2019: Rs. 1,217.765 million).

Note 2020 2019
————————————— Rupees '000------------
11.5 Particulars of write-off s- net of recoveries:
11.5.1 Against provisions 11.4 4,975,991 221,116
Directly charged to profit and loss account 19,231 12,430
4,995,222 233,546
11.5.2 Write-offs of Rs. 500,000 and above
- domestic 11.6 4,963,966 211,520
- overseas - -
Write-offs of below Rs. 500,000 31,256 22,026
4,995,222 233,546
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11.6  Details of loan write off of Rs. 500,000/- and above

In terms of sub-section (3) of section 33A of the Banking Companies Ordinance, 1962, the statement in respect of
written off loans or any other financial relief of five hundred thousand rupees or above allowed to a person(s) during the
year ended December 31, 2020 is given in Annexure - | to these consolidated financial statements.

Note 2020 2019
12 FIXEDASSETS RUPGES '000---<------—-
Capital work-in-progress 12.1 833,762 1,158,440
Property and equipment 12.2 23,268,393 23,083,104

24,102,155 24,241,544

12.1 Capital work-in-progress

Civil works 225,737 393,327
Equipment 561,345 658,014
Furniture and fixture 18,838 44,591
Vehicles 42 62,508
Land and building 27,800 -
833,762 1,158,440

12.2 Property and equipment

2020
Building | Building Fumiture EIe.ctricaI, Leasehold Right-ofuse
Freehold | Leasehold on on office and ) property
land land freehold | leasehold .and computer Vehicles and assets ; Ia.md Total
land land fxture equipment improvement and building
Rupees '000

At January 1, 2020
Cost / revalued amount 2214316 3,551,147 417,706 5207268 1,181,701 6,895,373 229,389 3052489 9,762,667 32,512,056
Accumulated depreciation - - - - 889,751 5147564 126,648 1862274 1402715 9428952
Net book value 2214316 3,551,147 417,706 5207268 291950 1,747,809 102,741 1190215 8359952 23,083,104
Year ended December 31, 2020
Opening net book value 2214316 3,551,147 417,706 5207268 291950 1,747,809 102,741 17190215 8359952 23,083,104
Additions - - 136,358 - 121816 708,442 129564 623,145 1255446 2974771
Lease modification (note 12.2.6) = > > = = = = = (49,514 (49,514)
Transfer from non-banking

assets (12.2.2) = - 36,075 = - - = 36,075
Disposals = ° ° = (666) (1,803) (12,461) (6,904) = (21,834)
Depreciation charge = ° (39,246) (1998820  (63,754)  (733,431) (28,893)  (252,535)  (1,446,468) (2,754,209
Other adjustments / transfers - - (52) 54 101 (359) @) 259 - -
Closing net book value 2214316 3,551,147 550,841 5,007,440 359,447 1,720,658 190,948 1554180 8,119,416 23,268,393
At December 31, 2020
Cost / revalued amount 2214316 3,551,147 591,064 5207268 1,302,647 7328655 333,348 3,664,851 10,968,599 35,161,895
Accumulated depreciation - - 40223 199,828 943200 5607997 142,400 2,110,671 2,849,183 11,893,502
Net book value 2214316 3,551,147 550,841 5007440 359,447 1,720,658 190,948 1554180 8,119,416 23,268,393
Rate of depreciation (%) / useful lfe - %1% 2%20%  10%  14%50%  20%  10%20% | pgime
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2019
Buildin Buildin: Electrical, Leasehold .
Freehold Leasehold on ? on ’ Furniture office and . property Right-of-use
land land freehold | leasehold .and computer Vehicles and assets . Ia.nd Total
land land fixture equipment improvement and building
- -- Rupees '000 --
At January 1, 2019
Cost / revalued amount 1,110,502 3,059,916 176,048 4,678,502 1,065,804 5,685499 223,784 2,620,658 7,531,556 26,152,269
Accumulated depreciation - - 9,559 173,979 854,558 4,578,905 126,117 1,667,819 - 7,410,937
Net book value 1,110,502 3,059,916 166,489 4,504,523 211,246 1,106,594 97,667 952,839 7,631,556 18,741,332
Year ended December 31, 2019
Opening net book value 1,110,502 3,059,916 166,489 4,504,523 211,246 1,106,594 97,667 952,839 - 11,209,776
Initial application of IFRS 16 - - - - - - - - 7,531,556 7,531,556
Additions - - - - 121,518 1,213,846 29,640 452,253 2,231,111 4,048,368
Transfer from non-banking
assets (12.2.2) 703,649 - 123,409 - - - - - - 827,058
Movement in surplus on assets
revalued during the year 400,165 491,230 139,963 866,102 - - - - - 1,897,460
Disposals - - - - @) (281) (2,929 - - (3,213
Depreciation charge - - (12,153)  (163,071) (40,8020  (6572,354) (21,636)  (214,888)  (1,402,715)  (2,427,619)
Write-off - - - (282) - - - - - (282)
Other adjustments / transfers - 1 2 4) ) 4 1) 11 - -
Closing net book value 2,214,316 3,551,147 417,706 5,207,268 291,950 1,747,809 102,741 1,190,215 8,359,952 23,083,104
At December 31, 2019
Cost / revalued amount 2,214,316 3,551,147 417,706  5207,268 1,181,701 6,895,373 229,389 3,052,489 9,762,667 32,512,056
Accumulated depreciation - - - - 889,751 5,147,564 126,648 1,862,274 1,402,715 9,428,952
Net book value 2,214,316 3,551,147 417,706 5,207,268 291,950 1,747,809 102,741 1,190,215 8,359,952 23,083,104
Rate of depreciation (%) / useful life - S 2% 11%  2%-20% 10% 14%50%  20%  10%33%  bgems
2020 2019
————————————— Rupees '000------------
12.2.1 The cost of fully depreciated fixed assets that are still in the Group's use is as follows:
Furniture and fixture 581,534 591,873
Electrical, office and computer equipment 4,051,343 3,992,347
Vehicles 114,002 123,184
LLeasehold property and improvement 934,337 933,759
5,681,216 5,641,163

12.2.2 During the year, the Group has transferred a property to fixed assets from non-banking assets having book value of Rs
36.075 million (2019: Rs 827.058 million).

12.2.3 The Group's freehold / leasehold land and buildings on freehold / leasehold land were last revalued by Igbal A. Nanjee
Company (Private) Limited and K. G. Traders (Private) Limited on December 31, 2019 on the basis of professional
assessments of the market values.

Had there been no revaluation, the carrying amount of revalued assets as at December 31, 2020 would have been Rs
3,912.420 million (2019: Rs 3,789.908 million).
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2020 2019
12.2.4 Allocation of depreciation expense of the year is as folows: Rupees ‘000-----------
Property expense

- owned assets 491,872 390,329

- right-of-use assets 1,446,468 1,402,715
1,938,340 1,793,044

Information technology expense 373,235 319,684

Other operating expenses 442,634 314,891
2,754,209 2,427,619

12.2.5 Change in accounting estimate

During the year, the management of the Group has revised its estimate of the useful life of 'fascia' category under
‘ leaghold improvements’. Previously, assets under the above category were depreciated over 3 years and now these
are being depreciated over a revised useful life of 5 years.

The revision has been accounted for as a change in accounting estimate in accordance with the requirements of
International Accounting Standard (IAS) 8 ‘Accounting policies, changes in accounting estimates and errors’. Had the
revision in useful lives of these assets not been made, the depreciation expense for the year would have been higher
by Rs 31.18 million and consequently profit before tax would have been lower by the same amount.

12.2.6 Lease modifications

During the current year, the Group has renegotiated a number of existing lease agreements resulting in a modification
of these lease agreements under IFRS 16, 'Leases'. These lease modifications pertain to:

i) achange in consideration of the lease(s);
i) anincrease in the scope of the lease(s) due to an extension in the contractual lease terms; or
iiiy termination of existing lease(s) due to relocation of the branches to new premises.

In case of (i) and (i) above, the Group has remeasured the lease liabilities by discounting the revised lease payments
using the revised discount rates and making a corresponding adjustment to the right-of-use assets.

In case of (i) above, the Group has decreased the carrying amount of the right-of-use assets and the corresponding
lease liabilities to reflect the full termination of the lease, taking any resultant gain or loss on such termination to the
consolidated profit and loss account.

12.2.7 Details of disposals of fixed assets

The information relating to disposal of fixed assets to related parties is as follows:

Cost Accuml.lla.ted Book value Sale N!ode of Particulars of buyers
depreciation proceeds disposal
------------------------------ Rupees '000 ------===-n=mmemmemmameenen
Vehicles
Toyota Prado 19,512 15,610 3,902 3,902 | Bank's policy  Yousaf Hussain (President & CEO)
Mercedes E200 13,700 6,211 7,489 7,489 | Bank's policy  Yousaf Hussain (President & CEO)
33,212 21,821 11,391 11,391
Electrical equipment
Cellular phone 55 55 0 11| Bank's policy  Mian Salman Ali (key management personnel)
Cellular phone 55 4 14 14| Bank's policy  Aneeq Malik (key management personnel)
Cellular phone 55 41 14 14 | Bank's policy  Abadullah (key management personnel)
165 137 28 39
Total 33,377 21,958 11,419 11,430
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131

13.2

INTANGIBLE ASSETS

Capital work-in-progress
Intangibles

Capital work-in-progress
Computer software

Intangibles

At January 1, 2020

Cost

Accumulated amortisation
Net book value

Year ended December 31, 2020
Opening net book value
Additions - directly purchased
Amortisation charge

Closing net book value

At December 31, 2020
Cost

Accumulated amortisation
Net book value

Rate of amortisation (percentage)

Useful life

At January 1, 2019

Cost

Accumulated amortisation
Net book value

Year ended December 31, 2019
Opening net book value
Additions - directly purchased
Amortisation charge

Closing net book value

At December 31, 2019
Cost

Accumulated amortisation
Net book value

Rate of amortisation (percentage)

Useful life

Note 2020 2019
————————————— Rupees '000------------
13.1 567,658 412,380
13.2 1,326,546 1,428,244
1,894,204 1,840,624
567,658 412,380
2020
Management Computer Customer
Goodwill ri ghts softvF\:are relationship Total
9 (note 13.2.2)
Rupees '000
238,484 114,600 2,387,453 2,657,167 5,297,704
- - 2,092,508 1,776,952 3,869,460
238,484 114,600 294,945 780,215 1,428,244
238,484 114,600 294,945 780,215 1,428,244
- - 250,321 - 250,321
- - (187,409) (164,610) (352,019
238,484 114,600 357,857 615,605 1,326,546
238,484 114,600 2,637,774 2,657,167 5,548,025
- - 2,279,917 1,941,562 4,221,479
238,484 114,600 357,857 615,605 1,326,546
N/A N/A 17%-33% 5%-10%
N/A N/A 3-6 years 10-19 years
2019
Customer
Goodwill Ma':iagh‘i:‘e"t igfr:'v'::::r relationship Total
9 (note 13.2.2)
Rupees '000
238,484 114,600 2,103,106 2,657,167 5,013,357
- - 1,968,076 1,584,849 3,552,925
238,484 114,600 135,030 972,318 1,460,432
238,484 114,600 135,030 972,318 1,460,432
- - 302,172 - 302,172
- - (142,257) (192,103) (334,360)
238,484 114,600 294,945 780,215 1,428,244
238,484 114,600 2,387,453 2,657,167 5,297,704
- - 2,092,508 1,776,952 3,869,460
238,484 114,600 294,945 780,215 1,428,244
N/A N/A 17%-33% 5%-10%
N/A N/A 3-6 years 10-19 vears
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2020 2019
13.2.1 The cost of fully amortised intangible assets that are still in the Group's use is as follows: RUpees '000------------
Computer software 1,998,835 1,965,338
Customer relationship 1,099,722 -
3,098,557 1,965,338

13.2.2 This represents an intangible asset (customer relationship) which comprises of core deposits which were recognised
at the time of acquisition of ex-RBS Pakistan. These core deposits represent the funding benefit that would be
available to the Holding Company on account of availability of funding through deposit customers rather than from the
wholesale or interbank market. This benefit also considers the fact that the economic life time of these deposits is
longer than their contractual life. Based on this assumption, this intangible asset had been valued using certain
valuation techniques and is being amortised over the life expectancy of these deposits. As more fully explained in note
13.3 to these consolidated financial statements, the SBP allowed the Holding Company to adjust the amortisation
charge arising on this intangible asset against non-distributable capital reserve. The remaining amortisation period of
this intangible asset is ranging from 4 to 9 years.

13.3 Non-distributable capital reserve - gain on bargain purchase

As per the directive of the SBP through its letter BPRD (R&P-02)/625-99/2011/3744 dated March 28, 2011, gain
arising on bargain purchase of Pakistan operations of Royal Bank of Scotland (ex-RBS Pakistan) was credited directly
into equity as non-distributable capital reserve (NCR). The SBP allowed the Holding Company to adjust the
amortisation of the intangible asset against the portion of reserve which arose on account of such asset. Accordingly,
the Holding Company has adjusted amortisation of intangible asset amounting to Rs. 100.412 milion (2019: Rs.
156.076 million) (net of tax) from the non-distributable capital reserve.

Note 2020 2019
————————————— Rupees '000------------
14 OTHER ASSETS

Income / mark-up accrued in local currency - net of provision 7,291,340 9,599,119
Income / mark-up accrued in foreign currencies - net of provision 1,314 82,615
Advances, deposits, advance rent and other prepayments 796,101 898,295
Advance taxation (payments less provisions) 25,301 2,653,656
Non-banking assets acquired in satisfaction of claims 141 1,229,421 1,271,386
Mark to market gain on forward foreign exchange contracts 649,361 859,265
Fair value of derivative contracts 190,130 90,937
Acceptances 19 10,726,305 9,142,924
Credit cards and other products fee receivable 369,968 574,288
Receivable from brokers against sale of shares 20,241 183,606
Dividend receivable 84,632 75,348
Receivable from 1Link (Private) Limited 515,944 363,052
Rent and amenities receivable 33,159 45,008
Rebate receivable - net 87,632 54,505

Defined benefit plan asset 36 66,343 -
Others 462,121 315,416
22,549,313 26,209,420
Less: provision held against other assets 14.2 (829,878) (256,222)
Other assets (net of provision) 22,219,435 25,953,198

Surplus on revaluation of non-banking assets acquired in

satisfaction of claims 1,453,786 1,453,786
Other assets - total 23,673,221 27,406,984
14.1  Market value of non-banking assets acquired in satisfaction of claims 2,683,207 2,725172
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14.1.1

14.1.2

14.2

14.21

15

The non-banking assets acquired in satisfaction of claims by the Group have been revalued by an independent
professional valuer as at December 31, 2020. The revaluation was carried out by Igbal A. Nanjee Company (Private)
Limited on the basis of professional assessment of present market values. The above market values are based on
desktop valuations. The SBP's Regulations for Debt Property Swap require the Group to carry out a full scope
valuation of non-banking assets after every three years.

Note 2020 2019
————————————— Rupees '000------------
Non-banking assets acquired in satisfaction of claims
Opening Balance 2,725172 3,068,520
Additions - 37,000
Revaluation = 638,774
Disposals - (180,357)
Transferred to fixed assets 12.2 (86,075) (827,058)
Depreciation 29 (5,890) (11,707)
Closing Balance 2,683,207 2,725172

Gain on disposal of non-banking assets acquired in satisfaction of claims

Disposal proceeds - 191,073
Less: carrying value = 180,357
Gain - 10,716

Provision held against other assets

Dividend receivable 75,348 75,348
SBP penalties 51,050 51,135
Fraud forgery theft and account receivable 20,867 21,662
Security deposits 22,994 22,994
Others 159,619 85,083

329,878 256,222

Movement in provision held against other assets

Opening balance 256,222 262,243
Charge for the year 74,536 7,860
Reversals during the year (795) (13,881)
73,741 (6,021)
Amounts written off (85) -
Closing balance 329,878 256,222

BILLS PAYABLE

In Pakistan 13,543,270 8,356,460
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16

16.1

16.2

16.3

16.4

16.5

BORROWINGS Note 2020 2019
————————————— Rupees '000------------
Secured
Borrowings from the State Bank of Pakistan (SBP)
- under export refinance scheme - part | and |l 16.1 8,623,400 10,598,970
- under long term financing facility 16.2 1,246,164 2,426,974
- under long term financing facility for renewable power energy (RPE)  16.3 809,662 896,508
- under scheme of financing facility for storage of agricultural produce 16.4 53,129 86,316
- under Islamic export refinance scheme 16.5 19,400,601 8,087,560
- under refinance scheme for payment of wages and salaries 16.6 12,932,302 -
- under Islamic financing for renewable energy 16.7 1,400,274 -
- under Islamic long term financing facility 16.8 3,599,252 -
- under Islamic temporary economic refinance scheme 16.9 3,807,141 -
- under Islamic refinance facility for combating COVID-19 16.10 35,400 -
51,907,325 22,096,328
Repurchase agreement borrowings 16.11 - 21,721,810
Borrowing from other financial institution 16.12 500,000 -
Total secured 52,407,325 43,818,138
Unsecured
Call borrowings 16.13 - 1,783,448
Overdrawn nostro accounts 1,633,331 438,722
Musharaka acceptances 16.14 410,000 18,020,000
Other borrowings 16.15 3,995,860 8,686,487
Total unsecured 6,039,191 28,928,657

58,446,516 72,746,795

In accordance with the export refinance scheme (ERF), the Holding Company has entered into agreements for
financing with the SBP for extending export finance to customers. As per the agreements, the Holding Company has
granted the SBP the right to recover the outstanding amounts from the Holding Company at the date of maturity of
the finances by directly debiting the current account maintained by the Holding Company with the SBP. Borrowings
from the SBP under the export refinance scheme are secured by the Holding Company's cash and security balances
held by the SBP. The mark-up rates on this facility was 1% and 2% per annum (2019: 1% to 2% per annum) payable
on quarterly basis with maturities upto 180 days from the date of grant.

These represent borrowings from the SBP under scheme for long term financing facility (LTFF). The mark-up rates on
these facilities are ranging from 2% to 3.5% per annum (2019: 3% to 4.5% per annum) payable on quarterly basis,
with maturities upto February 2027. As per the terms of the agreements, the Holding Company has granted the SBP a
right to recover the outstanding amounts from the Holding Company at the respective date of maturity of finances by
directly debiting the current account of the Holding Company maintained with the SBP.

These represent borrowings from the SBP under scheme for long term financing facility for renewable power energy
(RPE). The mark-up rates on these facilities ranges from 2% to 3% per annum (2019: 2% to 3% per annum), payable
on quarterly basis, with maturities upto December 2028. As per the agreements, the Holding Company has granted
the SBP the right to recover the outstanding amounts from the Holding Company at the maturity date of finances by
directly debiting the current account of the Holding Company maintained with the SBP.

These represent borrowings from the SBP under scheme of financing facility for storage of agricultural produce. The
mark-up rates on these facilities are ranging from 2.5% to 3.5% per annum (2019: 2.5% to 3.5%) payable on quarterly
basis with maturities upto April 2024. As per the agreements, the Holding Company has granted the SBP the right to
recover the outstanding amounts from the Holding Company at the date of maturity of the finances by directly debiting
the current account maintained by the Holding Company with the SBP.

In accordance with the Islamic export refinance scheme (IERS), the Holding Company has entered into musharaka
agreements for financing with the SBP for extending export finance to the customers. The average profit rate on this
facility ranges from 1% to 2% (2019: 1% to 2%) payable on quarterly basis with maturities upto 180 days from the
date of grant. As per the agreements, the Holding Company has granted the SBP the right to recover the outstanding
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amounts from the Holding Company at the date of maturity of the finances by directly debiting the current account
maintained by the Holding Company with the SBP.

16.6 In accordance with the Islamic refinance scheme for Payment of wages & salaries to the workers and employees of
business concerns, the Holding Company has entered into mudarabah agreements for financing with the SBP for
extending salary finance to the customers. The average profit rate on this facility ranges from 0% to 2% payable on
quarterly basis with maturities upto March 2023. As per the agreements, the Holding Company has granted the SBP
the right to recover the outstanding amounts from the Holding Company at the date of maturity of the finances by
directly debiting the current account maintained by the Holding Company with the SBP.

16.7 In accordance with the Islamic financing facility for renewable energy the Holding Company has entered into
mudarabah agreements for financing with the SBP for extending renewable energy finance to customers. The average
profit rate on this facility ranges from 2% to 3% payable on quarterly basis with maturities upto July 2032. As per the
agreements, the Holding Company has granted the SBP the right to recover the outstanding amounts from the
Holding Company at the date of maturity of the finances by directly debiting the current account maintained by the
Holding Company with the SBP.

16.8 In accordance with the Islamic long term financing facility for plant and machinery the Holding Company has entered
into mudarabah agreements for financing with the SBP for extending islamic long term finance to the customers. The
average profit rate on this facility ranges from 2% to 3.5% payable on quarterly basis with maturities upto December
2030. As per the agreements, the Holding Company has granted the SBP the right to recover the outstanding
amounts from the Holding Company at the date of maturity of the finances by directly debiting the current account
maintained by the Holding Company with the SBP.

16.9 In accordance with the Islamic temporary economic refinance facility (ITERF) the Holding Company has entered into
mudarabah agreements for financing with the SBP for extending long term finance to the customers. The average
profit rate on this facility is 1% payable on quarterly basis with maturities upto December 2030. As per the
agreements, the Holding Company has granted the SBP the right to recover the outstanding amounts from the
Holding Company at the date of maturity of the finances by directly debiting the current account maintained by the
Holding Company with the SBP.

16.10 In accordance with the Islamic refinance facility for combating COVID-19, the Holding Company has entered into
mudarabah agreements for financing with the SBP for extending medical equipment finances to the customers. The
average profit rate on this facility is 0% payable on quarterly basis with maturities upto November 2025. As per the
agreements, the Holding Company has granted the SBP the right to recover the outstanding amounts from the
Holding Company at the date of maturity of the finances by directly debiting the current account maintained by the
Holding Company with the SBP.

16.11 These represent collateralised borrowings against market treasury bills. There are no such borrowings outstanding as
at December 31, 2020. The mark-up rates on these borrowings as at December 31, 2019 were ranging from 13.10%
to 13.32% per annum.

16.12 This represents borrowing from Pakistan Mortgage Refinance Company (PMRC). The mark-up rate on this borrowing
is 8.75% per annum (2019: Nil) having maturity in December 2025.

16.13 These borrowings are from financial institutions. There are no such borrowings outstanding as at December 31, 2020.
The mark-up rate on these borrowings as at December 31, 2019 was 12.80%.

16.14 These Musharaka acceptances are on profit and loss sharing basis. The expected rate on these deals is 6.9% per
annum (2019: 8% to 12.15% per annum). These deals have maturities upto January 2021.

16.15 This represents borrowing from a foreign financial institution. The mark-up rate on this borrowing is 1.75% per annum
(2019: 3.32% to 3.43%) having maturity in January 2021.

16.16 Details and nature of securities pledged as collateral against borrowings are given in note 10.3 to these consolidated
financial statements.

2020 2019
16.17 Particulars of borrowings with respect to currencies 7 Rupees ‘000------------
- in local currency 54,450,656 64,060,308
- in foreign currencies 3,995,860 8,686,487

58,446,516 72,746,795

Annual Report 2020 | 343



Notes to and forming part of the
Consolidated Financial Statements

For the year ended December 31, 2020

17 DEPOSITS AND OTHER ACCOUNTS
2020 2019
In local In foreign Total In local In foreign Total
currency currencies currency currencies
Rupees '000
Customers
Current deposits 144,344,213 20,813,651 165,157,864 || 117,835,728 16,723,542 134,559,270
Savings deposits 184,977,342 17,643,501 202,620,843 || 149,853,119 15,672,852 165,525,971
Term deposits 143,287,216 3,141,533 || 146,428,749 || 122,761,268 4,921,337 127,682,605
Margin deposits 3,341,663 15,132 3,356,795 2,715,024 19,177 2,734,201
475,950,434 41,613,817 517,564,251 393,165,139 37,336,908 430,502,047
Financial institutions
Current deposits 813,493 49,245 862,738 957,845 55,570 1,013,415
Savings deposits 15,880,218 - 15,880,218 19,800,921 - 19,800,921
Term deposits 6,325,010 - 6,325,010 6,468,800 - 6,468,800
23,018,721 49,245 23,067,966 27,227,566 55,570 27,283,136
498,969,155 41,663,062 540,632,217 420,392,705 37,392,478 457,785,183
Note 2020 2019
171 Composition of deposits T Rupees '000------------
- individuals 129,367,134 128,075,914
- government (Federal and Provincial) 19,873,100 24,230,323
- public sector entities 11,058,521 22,531,784
- banking companies 4,757,627 2,830,392
- non-banking financial institutions 18,306,724 24,452,744
- private sector 357,269,111 255,664,026
1711 540,632,217 457,785,183
17.1.1 These include deposits eligible to be covered under insurance arrangements amounting to Rs 325.147 billion (2019:
Rs 244.160 billion).
18 DEFERRED TAX (LIABILITIES) / ASSETS 2020
At January 1, | | Recognised in Recognised || At December 31,
2020 P&L in OCI 2020
Rupees '000
Deductible temporary differences on
- provision for diminution in the value of investments 182,987 (80,410) - 162,577
- provision against advances, off balance sheet etc. 1,307,267 (91,644) - 1,215,623
- provision against other assets 99,703 28,759 - 128,462
- Alternate Corporate Tax (ACT) - 4,675 - 4,675
- defined benefit obligation 44 (1,072) 408 (620)
- unused tax losses 11,938 57,714 - 69,652
- others - 537 - 537
1,601,939 (31,441) 408 1,570,906
Taxable temporary differences on
- surplus on revaluation of fixed assets (1,676,037) 76,307 - (1,599,730)
- surplus on revaluation of non-banking assets (14,113) - - (14,113)
- surplus on revaluation of investments (2,163,487) - 1,026,269 (1,137,218)
- fair value adjustment relating to net assets
acquired upon amalgamation (804,285) - 64,198 (240,087),
- fair value adjustment relating to net assets
acquired upon business combination (52,496) - - (52,496)
- accelerated tax depreciation (195,201) 98,706 - (96,495)
- fair valuation of previously held equity
interest in the Subsidiary Company (13,118) - - (13,118
(4,418,737) 175,013 1,090,467 (3,153,257)
(2,816,798) 143,572 1,090,875 (1,582,351)
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2019
At January 1, | [ Recognised in Recognised At December 31,
2019 P&L in OCI 2019
Deductible temporary differences on Rupees ‘000
- provision for diminution in the value of investments 95,977 87,010 - 182,987
- provision against advances, off balance sheet etc. 1,427,294 (120,027) - 1,307,267
- provision against other assets 94,017 5,686 - 99,703
- defined benefit obligation 243 - (199) 44
- unused tax losses 10,945 993 - 11,938
1,628,476 (26,338) (199) 1,601,939
Taxable temporary differences on
- surplus on revaluation of fixed assets (1,184,279) 48,893 (540,651) (1,676,037)
- surplus on revaluation of non-banking assets (23,377) - 9,264 (14,113)
- surplus on revaluation of investments 234,738 - (2,398,225) (2,163,487)
- fair value adjustment relating to net assets
acquired upon amalgamation (340,314) - 36,029 (304,285)
- fair value adjustment relating to net assets
acquired upon business combination (53,441) 945 - (52,496)
- accelerated tax depreciation (130,260) (64,941) - (195,201)
- fair valuation of previously held equity
interest in the Subsidiary Company (11,772) (1,346) - (13,118)
(1,508,705) (16,449) (2,893,583) (4,418,737)
119,771 (42,787) (2,893,782 (2,816,798)
Note 2020 2019
19 OTHER LIABILITIES e Rupees '000------------
Mark-up / return / interest payable in local currency 3,792,193 3,729,655
Mark-up / return / interest payable in foreign currencies 6,344 27,021
Unearned commission and income on bills discounted 968,302 725,288
Accrued expenses 2,531,060 2,382,341
Acceptances 14 10,726,305 9,142,924
Unclaimed dividends 45,043 45,822
Mark to market loss on forward foreign exchange contracts 1,907,030 2,228,384
Charity fund balance 1,070 2,278
Provision against off-balance sheet obligations 19.1 127,569 113,676
Security deposits against leases 586,301 1,201,214
Withholding tax payable 182,100 189,403
Federal excise duty payable 67,402 58,494
Payable to brokers against purchase of shares 35,001 77,747
Fair value of derivative contracts 964,671 1,032,154
Payable related to credit cards and other products 1,146,914 1,119,464
Lease liability against right-of-use assets 8,525,253 8,309,852
Advance against disposal of assets 459,467 565,357
Funds held as security 242,227 232,572
Payable to 1Link (Private) Limited 154,308 125,263
Insurance payable 115,012 144,552
Clearing and settlement accounts 2,706,765 1,172,824
Provision for gratuity 36 - 118,965
Others 351,409 204,620
35,641,746 32,949,870
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19.1

20

20.1

20.2

Provision against off -balace sheet obligations
Opening balance
Charge for the year

Reversals during the year

Closing balance

SHARE CAPITAL
Authorised capital

2020 2019
———————————— Number of shares ------------

2,200,000,000 2,200,000,000  Ordinary shares of Rs.10 each

Issued, subscribed and paid up

2020 2019
———————————— Number of shares ------------
Ordinary shares
201,451,420 201,451,420 Fully paid in cash
1,298,772,879 1,298,772,879 Issued as bonus shares

17,472,226 17,472,226 Issued for consideration other than cash

1,5617,696,525 1,5617,696,525

2020 2019
————————————— Rupees '000------------
113,676 125,238
25,132 -
(11,239 (11,562)
13,893 (11,562)
127,569 113,676
2020 2019
----------- Rupeses '000 -----------
22,000,000 22,000,000
2020 2019
----------- Rupeses '000 -----------
2,014,514 2,014,514
12,987,729 12,987,729
174,722 174,722
15,176,965 15,176,965

20.2.1 As at December 31, 2020, Ithmaar Bank B.S.C. (closed) (the parent company of the Holding Company) directly and
indirectly holds 1,013,473,712 ordinary shares of Rs. 10 each (2019: 1,013,473,712 ordinary shares). These include
11,186,268 shares (2019: 11,186,268) in respect of withholding tax on bonus shares issued by the Holding Company.
These shares were not released by the Holding Company to the Government Treasury based on a stay order issued
by the Honorable High Court of Sindh. During the year ended December 31, 2018, the above stay order had been
vacated. However, the Holding Company has subsequently filed a constitutional petition with the Honorable High

21

Court of Sindh in respect of this matter.

SURPLUS ON REVALUATION OF ASSETS - NET OF TAX

Surplus on revaluation of:

- available for sale securities

- fixed assets

- non-banking assets acquired in satisfaction of claims

Deferred tax on surplus on revaluation of:

- available for sale securities

- fixed assets

- non-banking assets acquired in satisfaction of claims
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Note

10.1
211
21.2

211
21.2

2020 2019
------------- Rupees '000------------
2,915,943 5,547,402
7,411,321 7,600,529
1,453,786 1,453,786
11,781,050 14,601,717
(1,137,218) (2,163,487)
(1,602,246) (1,676,037)
(14,113) (14,113)
(2,753,577) (3,853,637)
9,027,473 10,748,080
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211

21.2

22

221

Surplus on revaluation of fixed assets

Surplus on revaluation of fixed assets as at January 1

Recognised during the year

Transferred from surplus on revaluation of non-banking assets

Transferred to unappropriated profit in respect of incremental
depreciation charged during the year

Surplus on revaluation of fixed assets as at December 31

Less: related deferred tax liability on:

- revaluation as at January 1

- revaluation recognised during the year

- transferred from surplus on revaluation of non-banking assets
- incremental depreciation charged during the year

Surplus on revaluation of non-banking assets acquired in
satisfaction of claims

Surplus on revaluation as at January 1

Recognised during the year

Transferred to surplus on revaluation of fixed assets
Surplus realised on disposal during the year
Surplus on revaluation as at December 31

Less: related deferred tax liability on:

- revaluation as at January 1

- revaluation recognised during the year

- transferred to surplus on revaluation of fixed assets

CONTINGENCIES AND COMMITMENTS

Guarantees
Commitments
Other contingent liabilities

Guarantees:
Financial guarantees

Performance guarantees
Other guarantees

Note

221
22.2
22.3

2020 2019
------------- Rupees '000------------
7,600,529 5,476,251
= 1,897,460
= 362,184
(189,208) (125,366)
7,411,321 7,600,529
(1,676,037) (1,184,279
= (627,712)
= (12,939)
73,791 48,893
(1,602,246) (1,676,037)
5,809,075 5,924,492
1,453,786 1,261,018
= 638,774
= (352,184)
= (93,822
1,453,786 1,453,786
(14,113) (238,377)
= (3,675)
= 12,939
(14,113) (14,113
1,439,673 1,439,673
29,202,222 24,074,333
183,850,529 208,211,812
4,122,244 4,293,244
217,174,995 236,579,389
7,810,863 7,099,400
5,662,415 4,870,710
15,728,944 12,104,223
29,202,222 24,074,333
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22.2 Commitments:

Note 2020 2019
. o s Rupees '000------------
Documentary credits and short-term trade-related transactions
- letters of credit 50,571,999 30,343,743
Commitments in respect of:
- forward foreign exchange contracts 22.21 93,025,986 126,281,305
- forward government securities transactions 22.2.2 2,989,036 21,760,786
- derivatives - cross currency and interest rate swaps (notional principal) 22.2.3 8,272,187 9,244,773
- extending credit (irrevocable) 22.4 28,859,840 20,281,111
Commitments for acquisition of:
- operating fixed assets 49,303 185,919
- intangible assets 82,178 114,175
183,850,529 208,211,812
22.2.1 Commitments in respect of forward foreign exchange contracts
Purchase 66,134,904 84,264,725
Sale 26,891,082 42,016,580
93,025,986 126,281,305
22.2.2 Commitments in respect of forward government securities transactions
Purchase = 21,760,786
Sale 2,989,036 -
2,989,036 21,760,786
22.2.3 Commitments in respect of derivatives
Sale 23 8,272,187 9,244,773
22.3 Other contingent liabilities
22.3.1 Holding Company:
Suit filed by a customer for recovery of alleged losses suffered which
is pending in the Honorable High Court of Sindh. The Holding
Company’s legal advisors are confident that the Holding Company 2,510,000 2,510,000
has a strong case
Indemnity issued favouring the Honorable High Court in one of the cases 457,543 457,543
Cantonment tax Karachi Cantonment Board (KCB) (i) - 171,000
Tax liability of gain on bargain purchase on the acquisition of
ex-RBS Pakistan (ii) 1,154,701 1,154,701
4,122,244 4,298,244

(i) The Executive Officer, Karachi Cantonment Board (KCB), vide its notice CBR No. 1 dated March 08, 2017 had
proposed revised rates for assessment of shops and flats “A” category in which a fresh sub-category “Banks (self-
occupied)” was introduced for the purpose of cantonment tax in the limit of KCB. This resulted in an additional
demand of Rs 171 million by KCB which included demand on reassessment for the years 2016-2017 and 2017-
2018. On the basis of legal grounds agreed in consultation with legal counsel, the Holding Company had filed a
suit in the Honorable High Court of Sindh against such levy of tax. A stay order was granted by the Honorable
High Court of Sindh in respect of payment of this additional demand and no such payment in this respect had
been made till December 31, 2019.
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In February 2020, KCB communicated to the Holding Company that the board resolution passed by KCB in 2017
regarding the special category of 'Bank (self-occupied)' has been annulled and the properties of the Holding
Company shall be treated like any other commercial property. Following this commmunication, KCB submitted the
revised demand and the Holding Company has paid Rs 59.104 million being the house and conservancy tax for
the periods from 2016-2017 to 2019-2020 on March 16, 2020 as a full and final settlement of the levy under
consideration. Accordingly, the suit filed by the Holding Company in the Honorable High Court of Sindh will be
withdrawn in due course.

(i) Income tax assessments of the Holding Company have been finalised upto the tax year 2019 (accounting year
2018).

The department and the Holding Company has disagreement on a matter relating to taxability of gain on bargain
purchase on the acquisition of ex-BRBS Pakistan. The additional tax liability on the matter amounts to Rs.
1,154.701 million (2019: Rs. 1,154.701 million). The Commissioner Inland Revenue (Appeals) [ (R(A)] has deleted
the said additional tax liability, however the income tax department has filed an appeal with the Appellate Tribunal
Inland Revenue against the order of CIR(A). The management of the Holding Company is confident that the matter
will be decided in the Holding Company’s favor and accordingly, no provision has been recorded in these
consolidated financial statements in respect of this matter.

22.3.2 There are certain claims against the Holding Company not acknowledged as debt amounting to Rs. 31,374 million
(Dec 31, 2019: Rs. 34,194 million). These mainly represent counter claims filed by the borrowers for restricting the
Holding Company from disposal of assets (such as mortgaged / pledged assets kept as security), cases where the
Holding Company was proforma defendant for defending its interest in the underlying collateral kept by it at the time of
financing, certain cases filed by ex-employees of the Holding Company for damages sustained by them consequent
to the termination from the Holding Company's employment and cases for damages towards opportunity losses
suffered by the customers due to non-disbursements of running finance facility as per the agreed terms. The above
also includes an amount of Rs 25,299 million (Dec 31, 2019: 25,299 million) in respect of a suit filed against the
Holding Company for declaration, recovery of monies, release of securities, rendition of account and damages.

Based on legal advice and / or internal assessments, the management is confident that the above matters will be
decided in the Holding Company's favour and the possibility of any outcome against the Holding Company is remote
and accordingly no provision has been made in these consolidated financial statements.

22.3.3 Subsidiary Company:

(i)  The income tax returns of the Subsidiary Company for the tax years 2004 to 2020 (financial year ended June 30,
2004 to December 31, 2019) have been filed and are deemed to have been assessed under the Income Tax
Ordinance, 2001, unless selected by the taxation authorities for audit purposes. The tax year 2005 (financial year
ended June 30, 2005) has been selected by the taxation authorities for audit purpose. The tax authorities have
passed an order under section 221 of the Income Tax Ordinance, 2001, whereby they have determined an
additional liability of Rs. 0.913 million for the tax year 2005 on account of apportionment of expenses and
disallowance of certain expenses. The Subsidiary Company has paid Rs. 0.414 million and has filed an appeal
against the order before the Commissioner Appeals, the proceedings of which are underway. The remaining tax
liability on these matters is Rs. 0.498 million. The management of the Subsidiary Company is confident that the
decision in respect of these matters will be decided in the Subsidiary Company's favour and accordingly no
provision for the above has been made in these consolidated financial statements in respect of this liability.

(i) The income tax department has issued orders and show cause notices under section 221 of the Income Tax
Ordinance, 2001 for recovery of Workers Welfare Fund (WWF) aggregating to Rs 0.818 million in respect of tax
years 2008 and 2013. The details of orders and show cause along with the management actions are listed below:

Tax vears Order / show Status WWF demand
y cause references Rupees '000
2008 Order u/s 221 dated Appeal pending before the Commissioner Appeals 315

June 30, 2014

Show cause u/s 221 .
2013 dated May 7, 2014 Showcause notice has been responded to 503
818
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The management of the Subsidiary Company is of the view that WWF was not applicable for tax year 2008. In tax
year 2013, subsequent to clarification decision by the Honorable High Court of Sindh (hereinafter referred to as
the Court), the management has not admitted WWF charge in the annual return of income. The management of
the Subsidiary Company is confident that the decision in respect of these matters will be decided in the Subsidiary
Company's favour and accordingly no provision for the above has been made in these consolidated financial
statements in respect of this liability.

The Punjab Revenue Authority issued show cause notice No.PRA/AM/61/2205/ dated March 12, 2014 to Faysal
Asset Management Limited requiring the Subsidiary Company to obtain registration / enrolment and to pay sales
tax amounting to Rs. 6.055 million from July 2013 to March 2014 under the Punjab Sales Tax on Services Act,
2012 with effect from May 22, 2013 on management fee earned in Punjab.

In respect of this, the Subsidiary Company, jointly with other asset management companies together with their
respective collective investment schemes through their trustees, has filed a petition on July 8, 2014 in the Court
challenging the above notice. The Court has ordered suspension of the show cause notice till the next hearing of
appeal in their order dated July 10, 2014. The next date of hearing has not yet been decided. The management of
the Subsidiary Company is confident that the decision in respect of these matters will be decided in the Subsidiary
Company's favour and accordingly no provision for the above has been made in these consolidated financial
statements in respect of this liability.

During the prior period, the audit of the tax year 2013 (financial year ended June 30, 2013) was completed by the
taxation authorities. The tax authorities have passed an order under section 122(5A) of the Income Tax Ordinance,
2001, whereby they have determined an additional liability of Rs. 4.964 million for the tax year 2013 on account of
apportionment of expenses, salary expenses and hardware and software expense. The management filed an
appeal before the Commissioner Inland Revenue (Appeals) [ IB(A)] on the grounds of disallowances made by the
Additional Commissioner Inland Revenue. The CIR(A) remanded back a few expenses while ordered against
various other expenses for which the Subsidiary Company has decided to appeal before the Appellate Tribunal
Inland Revenue (ATIR). The management of the Subsidiary Company is confident that the decision in respect of
these matters will be decided in the Subsidiary Company's favour and accordingly no provision for the above has
been made in these consolidated financial statements in respect of this liability.

During the current year, the audit of the tax year 2014 (financial year ended June 30, 2014) was completed by the
taxation authorities. The tax authorities have passed an order under section 122(5A) of the Income Tax Ordinance,
2001, whereby they have determined an additional liability of Rs. 2.673 million for the tax year 2014 on account of
apportionment of expenses, time barred payables, expenses claimed on provisional basis, salary expenses,
marketing and advertising expenses, brokerage and commission expenses, legal and professional charges and
hardware and software expenses. The management has decided to file an appeal before the Commissioner Inland
Revenue (Appeals) [ &(A)] on the grounds of disallowances made by the Additional Commissioner Inland
Revenue. The management of the Subsidiary Company is confident that the decision in respect of these matters
will be decided in the Subsidiary Company's favour and accordingly no provision for the above has been made in
these consolidated financial statements in respect of this liability.

During the current year, the Deputy Commissioner Inland Revenue (DCIR) has passed an order under section
182(1) of the Income Tax Ordinance, 2001 for the tax year 2018, whereby the DCIR has imposed a penalty of Rs.
0.8383 million on account of non submission of statement required to be filed by the Subsidiary Company under
bilateral or multilateral convention under section 165B of the Income Tax Ordinance, 2001. The management has
filed an appeal before the CIR(A) on the subject matter and has paid an amount of Rs 0.083 million being 10% of
the total amount of penalty imposed under the order and has thus obtained an automatic stay on the subject
matter. The management of the Subsidiary Company is confident that the matter will be decided in the Subsidiary
Company's favour and accordingly no provision in respect of this penalty has been made in these consolidated
financial statements.
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22.4 Commitments to extend credits

The Holding Company makes commitments to extend credit (including to related parties) in the normal course of its
business but these being revocable commitments do not attract any significant penalty or expense if the facilities are
unilaterally withdrawn except for Rs. 28,860 million (2019: Rs. 20,281 million) which are irrevocable in nature.

2020 2019
————————————— Rupees '000------------
23 DERIVATIVE INSTRUMENTS
Cross currency swaps (notional principal) 7,792,684 8,780,230
Interest rate swap (notional principal) 479,503 464,543

Derivative instruments, such as forward rate agreements, interest rate swaps, cross currency swaps and FX options,
are forward transactions that provide market making opportunities / hedge against the adverse movement of interest
and exchange rates. Derivatives business provides risk solutions for the existing and potential customers of the
Holding Company. All derivative transactions are governed by "The Financial Derivatives Business Regulations" (FDBR)
issued by the SBP.

231  Product analysis

2020
Cross currency swaps Interest rate swap
Counterparties Notional Mark to Notional ||Mark to market
rincipal market gain / rincipal ain
p p (loss) p p g
Rupees '000
With banks for
Hedging - - - -
Market making 3,218,043 62,289 479,503 7,048
With other entities for
Hedging - - = =
Market making 4,574,641 (843,878) - -
Total
Hedging = = = =
Market making 7,792,684 (781,589) 479,503 7,048
2019
Cross currency swaps Interest rate swap
Counterparties Notional Mark to Notional Mark to market
principal market loss principal loss
Rupees '000

With banks for
Hedging - - - -
Market making 4,273,153 (569,222) 464,543 (31)
With other entities for
Hedging - - - -
Market making 4,507,077 (371,964) - -
Total
Hedging - - - -
Market making 8,780,230 (941,186) 464,543 (31)
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23.2 Maturity analysis

2020
Remaining maturity No. of Nc_mo_nal - Mark k_) !narket
contracts principal Negative || Positive || Net
Rupees '000
Upto 1 month -
1 to 3 months - - - - -
3 to 6 months 1 266,391 (270,158) 179,273 (90,885)
6 months to 1 year - - - - -
11to 2 years 2 959,006 (1,016,477) 1,029,432 12,955
2 to 3 years - - - - -
3 to 5 years 6 2,763,964 (2,780,829) 2,228,139 (552,690)
5 to 10 years 4 4,282,826 (5,008,510) 4,864,589 (143,921)
Above 10 years - - - - -
Total 8,272,187 (9,075,974) 8,301,433 (774,541)
2019
Remaining maturity No. of thlopal - Mark t°_ fnarket
contracts principal Negative [|  Positive || Net
Rupees '000
Upto 1 month -
1to 3 months
3 to 6 months - - - - -
6 months to 1 year 1 464,543 (490,984) 349,528 (141,456)
1to 2 years 1 774,238 (798,458) 561,856 (236,602)
2 to 3 years 2 929,086 (1,027,845) 1,067,672 39,827
3 to 5 years - - - - -
5 to 10 years 10 7,076,906 (7,981,510) 7,378,524 (602,986)
Above 10 years - - - - -
Total 9,244,773 (10,298,797) 9,357,580 (941,217)

23.3 Risk management policies related to derivatives are discussed in note 44.5 to these consolidated financial statements.

2020 2019
————————————— Rupees '000------------
24 MARK-UP / RETURN / INTEREST EARNED

On:
Loans and advances 32,393,389 38,936,305
Investments 22,451,162 17,344,534
Lendings to financial institutions 70,498 55,441
Balances with banks 15,603 84,426
Securities purchased under resale agreements 995,194 1,978,289

55,925,846 58,398,995

25 MARK-UP / RETURN / INTEREST EXPENSED

On:

Deposits 25,344,921 28,838,943
Securities sold under repurchase agreements 245,778 1,574,001
Other short term borrowings 35,934 94,641
SBP borrowings 624,885 372,661
Short sale of Pakistan Investment Bonds 42,219 340,548
Bai Muajjal 178,419 91,828
Musharaka acceptances 660,508 1,044,484
Lease liability against right-of-use assets 854,929 976,561
Cost of foreign currency swaps against foreign currency deposits / borrowings 3,390,511 3,938,794

31,378,104 37,272,461
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26

27

271

28

FEE AND COMMISSION INCOME

Branch banking customer fees
Consumer finance related fees

Card related fees (debit and credit cards)
Credit related fees

Investment banking fees

Commission on trade

Commission on guarantees

Commission on cash management
Commission on remittances including home remittances
Commission on bancassurance
Management fee

Advisory fee

Sales load

Others

GAIN / (LOSS) ON SECURITIES

Realised - net
Unrealised - held for trading - net

Realised gain / (loss) on:

Federal Government securities
Shares
Open end mutual funds

OTHER INCOME

Rent on property

Gain on sale of fixed assets - net

Gain on sale of non-banking assets - net

(Loss) / gain on short sale of Pakistan Investment Bonds (PIBs)
Notice pay

Scrap income

Gain on lease modifications

Others

Note

271

12.2.6

2020 2019
————————————— Rupees '000------------
549,501 710,137
323,127 366,770
1,570,918 1,675,923
43,843 99,368
248,040 237,557
275,644 275,717
103,551 126,867
69,678 59,183
216,972 119,313
405,220 409,407
158,638 108,567
1,046 2,392
64,414 7,752
54,776 29,358
4,085,368 4,228,311
1,714,652 (5679,106)
(398) 13,120
1,714,254 (565,986)
1,176,657 4,313
501,603 (603,885)
36,392 20,466
1,714,652 (5679,106)
163,837 156,251
21,449 9,780
= 10,716
(88,139) 66,919
2,932 3,876
1,574 1,456
26,271 -
941 1,761
128,865 250,759
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Note 2020 2019
29 OPERATING EXPENSES Rupees '000---—————----

Total compensation expense 29.2 7,673,283 6,597,389
Property expense
Rent and taxes 278,900 170,223
Insurance 61,428 47,291
Utilities cost 769,331 671,947
Security (including guards) 754,283 692,131
Repair and maintenance (including janitorial charges) 561,164 459,295
Depreciation on owned fixed assets 12.2.4 491,872 390,329
Depreciation on non-banking assets 1411 5,890 11,707
Depreciation on right-of-use assets 12.2.4 1,446,468 1,402,715
Others 89,538 93,032

4,458,874 3,938,670
Information technology expenses
Software maintenance 1,609,313 1,446,842
Hardware maintenance 273,657 311,065
Depreciation 12.2.4 818,255 319,684
Amortisation 187,409 142,257
Network charges 252,772 216,563
Others 1,951 1,792

2,698,337 2,438,203
Other operating expenses
Directors' fees and allowances 38.2 154,543 106,370
Legal and professional charges 124,057 113,114
Outsourced services costs - staff 35.1 394,775 364,489
Travelling and conveyance 78,133 140,133
NIFT clearing charges 50,586 46,054
Depreciation 12.2.4 442 634 314,891
Training and development 37,252 72,805
Postage and courier charges 176,508 122,263
Communication 151,760 139,037
Marketing, advertisement and publicity 530,677 500,565
Donations 29.3 77,424 69,631
Auditors remuneration 29.4 48,609 44728
Insurance 874,095 635,157
Stationery and printing 382,176 324,443
Bank fees and charges 134,574 113,108
Brokerage and commission 77,839 63,933
Deposit protection premium 390,656 350,491
Credit card bonus points redemption 183,074 232,603
Others 429,714 482,932

4,739,086 4,236,747

19,569,580 17,211,009

29.1 Cost of outsourced activities is Rs. 388.401 million (2019: Rs.464.543 million). Out of this cost, Rs. 233.500 million
(2019: Rs.204.687 million) represent payments made to companies incorporated in Pakistan and Rs. 154.901 million
(2019: Rs.259.856 million) pertains to payments made to a company incorporated outside Pakistan. This includes
payments other than outsourced services costs, which are disclosed above. Total cost of outsourced activities for the
year given to related parties is Rs. Nil. Outsourcing shall have the same meaning as specified in Annexure-l of BPRD
Circular No. 06 of 2017. Material outsourcing done by the Holding Company are listed below:
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Estimated
S.No Name of outsourced agency Nature of service cost
(Rupees '000)
1 Euronet Pakistan Private Limited Credit cards, debit cards, prepaid cards and 191,267
ATMs switch system host
2 E-Services (Singapore) Private Limited Credit card hosting and processing system 154,901
2020 2019
————————————— Rupees '000------------
29.2 Total compensation expense
Managerial Remuneration
i) Fixed 3,549,049 3,086,505
ii) Variable
of which;
a) Cash bonus / awards, etc. 788,541 623,405
b) Commission incentives 578,281 520,731
Charge for defined benefit plan 216,306 179,995
Contribution to defined contribution plan 236,096 192,747
Rent and house maintenance 1,108,257 948,847
Utilities 272,720 232,697
Medical 218,567 192,342
Conveyance 679,561 611,326
Others 945 394
Sub-total 7,648,323 6,588,989
Sign-on Bonus * 24,960 8,400
Grand Total 7,673,283 6,597,389
* Sign on bonus was provided to 11 employees (2019: 5 employees).
29.3 Donations made during the year were as follows:
Donee
Wagf Faisal (Trust) 77,424 69,631

29.3.1 The President and Chief Executive Officer of the Holding Company is acting as trustee of Wagf Faisal (Trust). No other
interest of any of the directors or their spouses exists.

29.4 Auditors' remuneration

Statutory audit fee
Fee for the consolidated financial statements
Fee for other statutory certifications

Fee for the quarterly and the annual group reportings
Fee for the review of the half yearly financial statements

Fee for the audit of employee funds

Special certifications and sundry advisory services

Tax services
Out-of-pocket expenses

2020 2019
————————————— Rupees '000------------

5,152 4,330
1,728 1,500
5,176 5,633
14,464 12,068
1,280 945

173 160

6,264 10,192
12,240 8,000
2,132 2,000
48,609 44,728
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Note 2020 2019
30 OTHERCHARGES o Rupees '000------------
Penalties imposed by the State Bank of Pakistan 113,970 32,507
Penalties imposed by the Securities Exchange Commission of Pakistan (SECP) 200 200
114,170 32,707
31 PROVISIONS AND WRITE-OFFS - NET
(Reversal of provision) / provision for diminution in value of investments 10.4 (71,993) 307,614
Provision against loans and advances 11.4 2,278,629 568,451
Provision / (reversal of provision) against other assets 14.2.1 73,741 (6,021)
Bad debts written off directly 11.5 19,231 12,430
Recoveries of written off / charged off bad debts (59,200) (105,547)
Provision / (reversal of provision) against off balance sheet obligations 191 13,893 (11,562)
2,254,301 765,365
32 TAXATION
Current 4,348,702 4,471,101
Prior years 4,985 (859,442)
Deferred 18 (143,572) 42,787
4,210,115 4,154,446
32.1 Relationship between tax expense and accounting profit
Profit before tax 10,890,736 10,158,487
Tax calculated at the rate of 39% (2019: 39%) 4,247,387 3,961,810
Effect of:
- permanent differences 44,448 12,678
- prior year charge 4,985 80,528
- super tax - 258,934
- additional super tax on opening balance - (171,021)
- Impact of subsidiary's acquisition and tax rate differential (96,685) 16,337
- others 9,980 (4,820)
Tax charge for the year 4,210,115 4,154,446
33 BASIC / DILUTED EARNINGS PER SHARE
Profit for the year attributable to the equity holders of the Bank 6,680,617 6,004,046

Number of shares in thousands

Weighted average number of ordinary shares 1,517,697 1,517,697

Basic earnings per share 4.40 3.96
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33.1

34

35

35.1

36

36.1

Diluted earnings per share has not been presented as the Group does not have any convertible instruments in issue at
December 31, 2020 and December 31, 2019 which would have any effect on the earnings per share if the option to
convert is exercised.

Note 2020 2019
————————————— Rupees '000------------
CASH AND CASH EQUIVALENTS
Cash and balance with treasury banks 7 59,881,290 60,368,426
Balance with other banks 8 2,878,630 2,835,650
Overdrawn nostros 16 (1,633,331) (438,722)

61,126,589 62,765,354

2020 2019

STAFF STRENGTH e Number of employees --------
Holding Company
Permanent 6,767 6,916
On contract 36 22

6,803 6,938
Subsidiary Company
Permanent 78 59
On contract 2 1

80 60

In addition to the above, 1,016 (2019: 968) employees of outsourcing services companies were assigned to the Group
as at the end of the year to perform services other than guarding and janitorial services.

DEFINED BENEFIT PLAN
General description
Holding Company

The Holding Company operates an approved funded gratuity scheme for all its permanent employees and employees
who are on contractual service in non-management cadre. In 2017, the Holding Company had bifurcated the
approved funded gratuity scheme into 2 sub-funds namely conventional and Islamic within a single scheme. The
benefits under the gratuity schemes are payable on retirement at the age of 60 years or earlier cessation of service in
lump sum. The benefits are equal to one month's last drawn basic salary for each year of eligible service or part
thereof. The minimum qualifying eligible service for gratuity is 1 year for employees who became members of the
Funds before November 12, 2002. In the case of other members of the Funds the minimum qualifying eligible service
is 5 years. The minimum qualifying eligible service for contractual employees not employed under the management
cadre is 6 months. The latest actuarial valuation of the Holding Company's defined benefit plan, based on the
projected unit credit actuarial cost method, was carried out as at December 31, 2020.

Subsidiary Company

The Company operates an approved funded defined benefit gratuity scheme for all its permanent employees. The
latest actuarial valuation of the fund was carried out as at December 31, 2020.
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36.2 Number of Employees under the scheme

The number of employees covered under the following defined benefit scheme are:

2020

2019 2020

2019

Number of employees
Holding Company

Number of employees
Subsidiary Company

- Gratuity fund 6,803 6,938 59 51
36.3 Principal actuarial assumptions
The actuarial valuations were carried out as at December 31, 2020 using the following significant assumptions:
2020 2019
Conventional ” Islamic ” Conventional Conventional ” Islamic ” Conventional
% per annum
. Subsidiary . Subsidiary
Holding Company Holding Company
Company Company
Discount rate 10.25 10.25 9.75 11.75 11.75 11.25
Expected rate of return on plan assets 10.25 10.25 9.75 11.75 11.75 11.25
Expected rate of salary increase 10.25 10.25 9.75 11.75 11.75 11.25
36.4 Reconciliation of payable to defined Note 2020 2019
benefit plans of the Group Conventional|| Islamic ||  Total ||Conventionall| Islamic ||  Total
Rupees '000
Present value of obligations 36.5 608,003 449,250 1,057,253 467,350 390,984 858,334
Fair value of plan assets 36.6 (695,497) (428,099) (1,123,596) (379,963) (359,406)  (739,369)
(87,494) 21,151 (66,343) 87,387 31,578 118,965
36.5 Movement in defined benefit obligations
of the Group
Obligations at the beginning of the year 467,350 390,984 858,334 381,895 337,534 719,429
Current service cost 142,505 55,076 197,581 112,562 51,751 164,313
Past service cost 3,746 = 3,746 - - B
Interest cost 93,529 16,397 109,926 58,433 48,729 107,162
Benefits paid by the Group (17,804) (16,870) (34,674) (78,159) (3,754) (81,907)
Re-measurement (gain) / loss (81,323) 3,663 (77,660) (7,387) (43,276) (50,663)
Obligations at the end of the year 608,003 449,250 1,057,253 467,350 390,984 858,334
36.6 Movement in fair value of plan assets of
the Group
Fair value at the beginning of the year (879,963) (359,406) (739,369)  (322,370) (278,438)  (600,808)
Interest income on plan assets (51,383) (43,564) (94,947) (50,781) (40,699) (91,480)
Contribution by the Group - net (286,297) (63,355)  (339,652) (46,457) (40,033) (86,490)
Benefits paid by the Group 17,804 16,870 34,674 78,153 3,754 81,907
Re-measurements loss / (gain) 36.8.2 4,342 11,356 15,698 (38,508) (3,990) (42,498)
Fair value at the end of the year (695,497) (428,099) (1,123,596)  (379,963) (359,406)  (739,369)
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Note 2020 2019
Conventional|| Islamic ||  Total Conventionall| Islamic ||  Total
36.7 Movement in (receivable) / payable under Rupees ‘000
defined benefit schemes of the Group
Opening balance 87,387 31,578 118,965 59,525 59,096 118,621
Charge for the year 188,397 27,909 216,306 120,214 59,781 179,995
Contribution by the Group - net (286,297)  (53,355)  (339,652) (46,457)  (40,033) (86,490)
Re-measurement (gain) / loss recognised
in OCI during the year 36.82 (76,981) 15,019 (61,962) (45,895)  (47,266) (93,161)
Closing balance (87,494) 21,151 (66,343) 87,387 31,578 118,965
36.8 Charge for defined benefit plans of the Group
36.8.1 Cost recognised in consolidated profit
and loss account
Current service cost 142,505 55,076 197,581 112,562 51,751 164,313
Past service cost 3,746 - 3,746 - - -
Net interest on defined benefit asset / liability 42,146 (27,167) 14,979 7,652 8,030 15,682
188,397 27,909 216,306 120,214 59,781 179,995
36.8.2 Re-measurements recognised in
consolidated OCI during the year
(Gain) / loss on obligation
- demographic assumptions = = = - - -
- financial assumptions (1,473) (2,056) (8,529) (8,272) (512) (3,784)
- experience adjustment (79,850) 5,719 (74,131) (4,115) (42,764) (46,879)
Return on plan assets over interest income 4,342 11,356 15,698 (38,508) (3,990) (42,498)
Total re-measurements recognised in OCI (76,981) 15,019 (61,962) (45,895) (47,266) (93,161)
36.9 Components of plan assets of the Group
Cash and cash equivalents - net 117,616 194,143 311,759 273,371 143,171 416,542
Government securities 577,601 = 577,601 106,312 - 106,312
Shares / mutual funds 280 233,956 234,236 280 216,235 216,515
695,497 428,099 1,123,596 379,963 359,406 739,369
The funds are primarily invested in Government securities (Market Treasury Bills, Pakistan Investment Bonds, Special
Savings Certificates, etc) and mutual funds and accordingly do not carry any credit risk. These are subject to interest
rate risk. Cash and cash equivalents includes balances maintained with the banks which are subject to credit risk.
Equity securities are subject to price risk which is being regularly monitored by the Trustees of the employee fund.
36.10 Historical information [ 2020 || 2019 || 2018 |[ 2017 || 2016 |
Rupees '000
Present value of defined benefit obligation (1,057,253) (858,334) (719,429) (650,039) (692,711)
Fair value of plan assets 1,123,596 739,369 600,808 689,933 644,985
Surplus / (deficit) 66,343 (118,965) (118,621) 39,894 52,274
Remeasurement of plan liabilities 77,660 50,663 8,344 53,248 7,332
Remeasurement of plan assets (15,698) 42,498 (42,468) (14,209) 18,390
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36.11 Sensitivity analysis

The analysis based on a change in an assumption while holding all other assumptions constant. When calculating the
sensitivity of the defined benefit obligation to significant actuarial assumptions the same method (present value of the
defined benefit obligation calculated with the projected unit credit method at the end of the reporting period) has been
applied as when calculating the gratuity liability recognised within the consolidated statement of financial position. The
increase / (decrease) in the present value of defined benefit obligations as a result of change in each assumption is
summarised below:

2020 2019
Conventional | Islamic Conventional | Islamic
————— Rupees '000 --------==mmmmmmmomoo e
1% increase in discount rate (201,158) 99,907 198,779 (286,847)
1% decrease in discount rate (107,290) 226,541 352,452 (263,116)
1% increase in expected rate of salary increase (106,691) 227,399 353,474 (262,956)
1% decrease in expected rate of salary increase (202,415) 98,167 196,702 (287,170)
1 year increase in expected life / withdrawal rate (188,751) 143,828 245,136 (278,691)
1 year decrease in expected life / withdrawal rate (157,685) 170,806 291,074 (273,583)
36.12 Expected maturity analysis of undiscounted obligation
Less than a year 31,426 31,200 33,493 4,551
Between 1-2 years 71,078 112,511 133,594 33,987
Between 2-5 years 186,108 277,572 318,817 80,396
Over 5 years 9,606,650 20,124,949 26,940,447 13,215,456
Total 9,895,262 20,546,232 27,426,351 13,334,390
2020
Conventional || Islamic
————————————— Rupees '000------------
36.13 Expected contributions to be paid to the scheme in the next financial year
by the Holding Company * 48,098 162,759
36.14 Expected charge for the next financial year for the Holding Company * 48,098 162,759

* Expected contribution and charge of the Subsidiary Company are not presented here as the same are not material to the Group.

36.15 Maturity profile

The weighted average duration of the defined benefit obligation is 9.62 years and 10.36 years for conventional and
Islamic funds of the Holding Company respectively whereas 9 years for the Subsidiary Company.

36.16 Funding policy

The policy followed by the Group for funding the staff retirement benefit schemes is disclosed in note 6.11 to these
consolidated financial statements.

36.17 The gratuity scheme exposes the Group to the following risks:

Asset volatility

The defined benefit gratuity conventional fund is largely invested in government bonds with mostly fixed income
bonds. The fund has invested 45.2% and 39.9% of the total investments (Rs. 306.986 million and 270.615 million) in
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Pakistan Investment Bonds and Market Treasury Bills respectively. This gives rise to significant reinvestment risk. The
asset class is volatile with reference to the yield on this class. This risk should be viewed together with change in the
bond vyield risk. On the other hand, the Islamic fund has investment in mutual funds. This investment is almost
54.65%. Islamic fund has no investment in any Government bonds, equity or corporate bonds.

Changes in bond yields

There are two dimensions to the changes in bond vyields: first, as described above; second, the valuation of the
gratuity liability is discounted with reference to these bond yields. Any increase in bond yields will lower the gratuity
liability and vice versa, but, it will also lower the asset values.

Inflation risk

The salary inflation is the major risk that the gratuity fund liability carries. In a general economic sense and in a longer
view, there is a case that if bond yields increase, the change in salary inflation generally offsets the gains from the
decrease in discounted gratuity liability. But viewed with the fact that asset values will also decrease, the salary inflation
does, as an overall affect, increases the net liability of the Group.

Life expectancy / withdrawal rate

The gratuity is paid off at the maximum of age 60. The life expectancy is in almost minimal range and is quite
predictable in the ages when the employee is in the accredited employment of the Group for the purpose of the
Gratuity. Thus, the risk of life expectancy is almost negligible. However, had a post-retirement benefit been given by
the Group like monthly pension, post-retirement medical, etc., this would have been a significant risk which would
have been quite difficult to value even by using advance mortality improvement models.

The withdrawal risk is dependent upon the: benefit structure; age and retention profile of the staff; the valuation
methodology; and long-term valuation assumptions. In this case, it is not a significant risk.

Other risks
Though, not imminent and observable, over long term there are some risks that may crystallise. These include:

- retention risk — the risk that employee will not be motivated to continue the service if no market comparable
retirement benefit is provided.

- final salary risk — the risk, for defined benefit gratuity, that any disproportionate salary merit increases in later
service years will give rise to multiplicative increase in the gratuity liability as such increase is applicable to all the
past years of service.

- model risk — the defined benefit gratuity liability is usually actuarially valued each year. Further, the assets in the
gratuity fund are also marked to market. This two-tier valuation gives rise to the model risk.

- operational risk related to a separate entity - retirement benefits are funded through a separate trust fund which is
a different legal entity than the Group. Generally, the protocols, processes and conventions used throughout the
Group are not applicable or are not actively applied to the retirement benefit funds. This gives rise to some specific
operational risks.

- compliance risk — the risk that retirement benefits offered by the Group does not comply with minimum statutory
requirements.

- legal / political risk — the risk that the legal / political environment changes and the Group is required to offer
additional or different retirement benefits than what the Group has projected.

37 DEFINED CONTRIBUTION PLAN

The Holding and the Subsidiary Company each operates separate approved funded contributory provident funds for
all their permanent employees to which equal monthly contributions are made by the respective companies and their
employees at the rate of 10% of the basic salary. The financial statements of the funds are separately prepared and
are not included as part of these consolidated financial statements.
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38 COMPENSATION OF DIRECTORS AND KEY MANAGEMENT PERSONNEL

Holding Company:

2020
Members Other material
Particulars . President & CEO|| Key executives risk takers /
Shariah Board
Controllers
Smmmmmemmeees Rupees '000 -----=---mmmmmmmmomoo oo
Fees and allowances etc. - - - -
Managerial remuneration
i) Fixed 10,719 53,694 176,587 252,648
i) Total variable 3,050 51,660 113,782 143,532
of which
a) Cash bonus / awards - paid 2,425 38,745 85,336 116,397
b) Cash bonus / awards - deffered 625 12,915 28,446 27,135
¢) Bonus and awards in shares - - - -
Charge for defined benefit plan 987 4,469 9,393 13,600
Contribution to defined contribution plan = 5,362 7,928 16,320
Rent & house maintenance 2,621 4,800 53,070 77,913
Utilities 655 858 12,606 16,956
Medical 168 - 1,393 B81e
Conveyance - - 47,762 79,274
Signing in bonus - = = 3,000
Others 34 3l 1,500 6,140
Total 18,234 120,874 424,021 614,696
Number of persons 3 1 16 66
2019
Members Other material
Particulars . President & CEO|| Key executives risk takers /
shariah board
controllers
---------------------------- Rupees '000 -
Fees and allowances etc. - - - -
Managerial remuneration
i) Fixed 9,331 39,224 152,779 271,829
ii) Total variable 1,500 43,000 90,203 108,401
of which
a) Cash bonus / awards - paid 1,500 43,000 90,203 108,401
b) Cash bonus / awards - deffered - - - -
¢) Bonus and awards in shares - - - -
Charge for defined benefit plan 719 3,269 8,469 12,370
Contribution to defined contribution plan - 3,922 8,083 14,022
Rent & house maintenance 2,251 5,630 47,272 66,990
Utilities 563 B 10,110 14,844
Medical 168 - 1,358 5,233
Conveyance 3 - 3,886 25,403
Signing in bonus - - - 603
Others - - 145 177
Total 14,535 95,045 322,305 519,872
Number of persons 3 1 17 66
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38.1

Subsidiary Company:

2020
her material
Particulars th?amhbeegsar d Chiecf)fﬁxc:utive Key executives ortis(Ii takae:fs Ia
Controllers
————— Rupees '000 ------=-=-=-=-=-=mmmmmoooeee
Fees and allowances etc. - - - -
Managerial remuneration
i) Fixed - 10,757 29,212 -
iy Total variable - 4,851 2,329 -
of which
a) Cash bonus / awards - 4,851 2,329 -
b) Bonus and awards in shares - - - -
Charge for defined benefit plan - - - -
Contribution to defined contribution plan - 1,149 1,473 -
Rent & house maintenance - 3,335 4,592 -
Utilities - 932 1,347 -
Medical - 429 1,154 -
Conveyance - - - -
Signing in bonus - - - -
Others - - - -
Total - 21,453 40,107 -
Number of persons - 1 7 -
2019
. . Other material
Particulars Sh'::;lbgr;r d Chmngﬁ)::e;utwe Key executives risk takers /
Controllers
Fees and allowances etc. - - - -
Managerial remuneration
i) Fixed - 14,138 17,681 -
i) Total variable - - 1,337 -
of which
a) Cash bonus / awards - - 1,337 -
b) Bonus and awards in shares - - - -
Charge for defined benefit plan - - 792 -
Contribution to defined contribution plan - - 730 -
Rent & house maintenance - 3,877 3,969 -
Utilities - 862 929 -
Medical - - 704 -
Conveyance - 528 2,096 -
Signing in bonus - - - -
Others - - - -
Total - 19,405 28,238 -
Number of persons - 1 9 -

The President & CEQ is provided with the Bank's maintained cars in accordance with the terms of employment.
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38.2

Holding Company

Remuneration paid to directors for participation in board and committee meetings

2020
Meeting fees and allo paid
S.No. N £ di Board Recruitment, Board Board Audit Board IT Board Risk || Independent
ame of director meetings ||Nomination & gtrategy & Corporate oard Management || directors Total
Remuner_atlon Committee Govern_ance Committee Committee meeti
Committee Committee ing
Rupees '000
1 Mr. Farooq Rahmatullah Khan 12,951 - 2,679 - - - - 15,630
2 Mr. Ahmed Abdulrahim Mohamed Abdulla Bucheery 9,318 3,986 2,704 1,400 o - - 17,408
3 Mian Muhammad Younis 8,241 3,961 - 4,661 - - 700 17,563
4 Mr. Imtiaz Ahmad Pervez 7,961 - - - - 2,679 - 10,640
5 Mr. Ali Munir 8,380 3,961 - 4,661 4,661 - 700 22,363
6 Mr. Juma Hasan Ali Abul 6,781 3,986 2,704 3,986 - - - 17,457
7 Mr. Abdulelah Ebrahim Mohamed AlQasimi 6,781 - - - 3,986 2,704 - 13,471
8  Mr. Abdulla Abdulaziz Ali Taleb 6,781 - - - 3,986 2,704 - 13,471
9 Mr. Fuad Azim Hashimi * 4,340 2,561 1,279 - - - - 8,180
10 Ms. Fatima Asad * 3,205 1,400 1,400 - - - 700 6,705
11 Mr. Mohsin Tariq * 3,205 - 1,400 - 2,100 = 700 7,405
Total amount paid 77,944 19,855 12,166 14,708 14,733 8,087 2,800 150,293

* The Board of Directors of the Holding Company was reconstituted in the 25th annual general meeting of the Bank held on May 14, 2020.
appointments to the Board while Mr. Fuad Azim Hashimi retired from the Board.

Ms. Fatima Asad and Mr. Mohsin Tarig were new

2019
Meeting fees and allc paid
S.No. Name of director Board || Recruitment, Board Board Audit Board IT Board Risk || Independent
meetings ||Nomination & gtrategy & Corporate 5 Management || directors Total
Remuneration . Governance || Committee . .
Committee Committee Committee Committee meeting
Rupees '000
1 Mr. Farooq Rahmatullah Khan 13,805 - 2,827 - - - - 16,632
2 Mr. Ahmed Abdulrahim Mohamed Abdulla Bucheery 9,563 2,888 2,300 - - - - 14,751
3 Mian Muhammad Younis 4,601 2,230 - 2,230 - - 586 9,647
4 Mr. Imtiaz Ahmad Pervez 4,601 - - - - 2,230 - 6,831
5 Mr. Ali Munir 4,601 2,230 - 2,230 2,751 - 586 12,398
6 Mr. Juma Hasan Ali Abul 4,786 2,888 2,300 2,300 - - - 12,274
7 Mr. Abdulelah Ebrahim Mohamed AlQasimi 4,786 - - - 2,823 2,300 - 9,909
8 Mr. Abdulla Abdulaziz Ali Taleb 4,786 - - - 2,823 2,300 - 9,909
9 Mr. Fuad Azim Hashimi 4,601 2,827 2,230 - - - 586 10,244
Total amount paid 56,130 13,063 9,657 6,760 8,397 6,830 1,758 102,595
Subsidiary Company
2020
Meeting fees and allowances paid
S-No. Name of director Board Board Human| | goarg Audit
. Resource . Total
meetings Committee Committee
———————————————————————————— Rupees '000 ----------m-mmmmocmmooooee
1 Mr. Salman Ahmed Usmani 500 150 - 650
2 Mr. Osman Asghar Khan 400 150 300 850
3 Mr. Tahir Yagoob Bhatti 500 - - 500
4 Mr. Nadir Rehman 500 150 - 650
5 Mian Salman Ali 500 - 300 800
6 Syed Muhammad Fraz Zaidi 500 - 300 800
Total amount paid 2,900 450 900 4,250
2019
Meeting fees and allowances pai
S-No. Name of director Board  [Board Humanff goqrg Augit
. Resource . Total
meetings Committee Committee
---------------------------- Rupees '000 ------=-=-==-mn-mnmmmomoaee
1 Mr. Salman Ahmed Usmani 500 75 - 575
2 Mr. Osman Asghar Khan 200 75 375 650
3 Mr. Tahir Yagoob Bhatti 400 - - 400
4 Mr. Nadir Rehman 100 75 - 175
5 Mian Salman Ali 300 - 300 600
6  Syed Muhammad Fraz Zaidi 500 - 375 875
7 Mr. Farooq Hassan** 400 - - 400
8  Mr. Ibad ur Rehman Chishti* 100 - - 100
Total amount paid 2,500 225 1,050 3,775

*Mr. Ibad ur Rehman Chishti resigned from the Board of Directors on November 22, 2018.
** The Board of Directors of the Subsidiary Company was reconstituted in the extraordinary general meeting held on October 04, 2019. In this meeting, Mr. Farooq Hassan retired from the Board
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38.3 Remuneration paid to shariah board members

2020 2019
L . Non- . .

Description Chairman Resident resident Chairman Resident Non-resident

member member member

member
Rupees '000

Meeting fees and allowances 8,175 3,348 2,640 8,173 3,000 2,640

Others 2,534 550 = - 3 -
10,709 3,898 2,640 8,173 3,003 2,640

Number of persons 1 1 1 1 1 1

39 FAIR VALUE MEASUREMENTS

The fair value of quoted securities other than those classified as held to maturity, is based on quoted market price.
Quoted securities classified as held to maturity are carried at cost. The fair value of unquoted equity securities, other
than investments in associates and subsidiaries, is determined on the basis of the break-up value of these
investments as per their latest available audited financial statements.

The fair value of unquoted debt securities, fixed term loans, other assets, other liabilities, fixed term deposits and
borrowings cannot be calculated with sufficient reliability due to the absence of a current and active market for these
assets and liabilities and reliable data regarding market rates for similar instruments.

39.1 Fair value of financial assets

The Group 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 asset 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).

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:

2020
On-balance sheet financial instruments Level1 || Level2 [[ Level3 || Total
Rupees '000
Financial assets - measured at fair value
Investments
Federal Government securities - 202,016,327 - 202,016,327
Shares 5,631,735 2,077,503 - 7,709,238
Non-Government debt securities 47,510,000 6,092,828 - 53,602,828
Financial assets - disclosed but not measured at fair value
Investments
Non-Government debt securities - 10,029,170 - 10,029,170
Non-financial assets - measured at fair value
Fixed assets (land and buildings) - - 11,328,744 11,323,744
Non-banking assets acquired in satisfaction of claims - - 2,683,207 2,683,207
Off-balance sheet financial instruments - measured at fair value
Forward purchase of foreign exchange - 64,514,335 - 64,514,335
Forward sale of foreign exchange = 26,528,182 = 26,528,182
Derivatives sales - 8,272,187 - 8,272,187
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2019
On-balance sheet financial instruments Level 1 | l Level 2 | | Level 3 | | Total
Rupees '000
Financial assets - measured at fair value
Investments
Federal Government securities - 135,299,160 - 135,299,160
Shares 4,344,431 2,314,483 - 6,658,914
Non-Government debt securities 39,550,000 7,154,872 - 46,704,872
Financial assets - disclosed but not measured at fair value
Investments
Non-Government debt securities - 12,564,225 - 12,664,225
Non-financial assets - measured at fair value
Fixed assets (land and buildings) - - 11,390,437 11,390,437
Non-banking assets acquired in satisfaction of claims - - 2,725,172 2,725172
Off-balance sheet financial instruments - measured at fair value
Forward purchase of foreign exchange - 81,296,151 - 81,296,151
Forward sale of foreign exchange - 41,387,194 - 41,387,194
Derivatives sales - 9,244,773 - 9,244,773

The Group's policy is to recognise transfers into and out of the different fair value hierarchy levels at the date when the
event or change in circumstances require the Group to exercise such transfers.

There were no transfers between levels 1 and 2 during the year.
Valuation techniques used in determination of fair values within level 2

Item Valuation approach and input used
Pakistan Investment Bonds / Market Fair values of Pakistan Investment Bonds and Treasury Bills are derived using the PKRV /]
Treasury Bills PKFRV rates.
Fair values of GoP liarah Sukuk are derived using the PKISRV rates announced by the
liarah Sukuk Financial Market Association (FMA) through Reuters. These rates denote an average of

quotes received from different pre-defined / approved dealers / brokers.
Break-up value determined on the basis of the NAV of the company using the latest available
audited financial statements.

Unlisted ordinary shares

Term Finance Certificates (TFCs) and

Sukuk Certificates Fair values of TFCs and Sukuk certificates are determined using the MUFAP rates.

The valuation has been determined by interpolating the mark-to-market currency rates

Forward foreign exchange contracts announced by the State Bank of Pakistan.

The Holding Company enters into derivative contracts with various counterparties. Derivatives
that are valued using valuation techniques with market observable inputs are mainly interest
Derivative instruments rate swaps, cross currency swaps and forward foreign exchange contracts. The most
frequently applied valuation techniques include forward pricing and swap models, using
present value calculations.

Units of mutual funds are valued using the net asset value (NAV) announced by the Mutual
Funds Association of Pakistan (VUFAP).

Mutual funds

Valuation techniques used in determination of fair values within level 3

Item Valuation approach and input used

Land and buildings are revalued by professionally qualified valuers as per the accounting
policy disclosed in note 6.6.

Non-banking assets acquired in NBAs are valued by professionally qualified valuers as per the accounting policy disclosed in
satisfaction of claims note 6.9.

Fixed assets (land and buildings)

The valuations, mentioned above, are conducted by the valuation experts appointed by the Group which are also on
the panel of the Pakistan Banks' Association (PBA). The valuation experts use a market based approach to arrive at
the fair value of the Group’s properties. The market approach uses prices and other relevant information generated by
market transactions involving identical or comparable or similar properties. These values are adjusted to reflect the
current condition of the properties. The effect of changes in the unobservable inputs used in the valuations cannot be
determined with certainty, accordingly a quantitative disclosure of sensitivity has not been presented in these
consolidated financial statements.
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40 SEGMENT INFORMATION

40.1 Segment details with respect to business activities

2020

Retail || CIBG || Treasury [[ sAm || oOthers ||  Total
Profit and loss account Rupees '000
Net mark-up / return / profit (15,617,681) 22,654,079 16,993,528 197,069 320,747 24,547,742
Inter segment revenue - net 31,775,739 (19,720,694) (17,083,127) (108,948) 5,137,030 -
Non mark-up / return / interest income 3,811,737 1,161,124 3,876,876 (18,266) (479,565) 8,351,906
Total income 19,969,795 4,094,509 3,787,277 69,855 4,978,212 32,899,648
Segment direct expenses | 11,168,715 || 553,989 || 346,768 || 140,146 || 7,701,163 || 19,910,781
Inter segment expense allocation 6,378,043 658,669 140,470 122,626 (7,299,808) =
Total expenses 17,546,758 1,212,658 487,238 262,772 401,355 19,910,781
Share of profit of associates - - - - 156,170 156,170
Provisions 771,696 1,746,171 (61,841) (484,881) 283,156 2,254,301
Profit before tax 1,651,341 1,135,680 3,361,880 291,964 4,449 871 10,890,736
Statement of financial position
Cash and bank balances 29,219,912 - 33,540,008 - - 62,759,920
Lendings to financial institutions - - 2,985,000 - - 2,985,000
Investments - 16,430,902 259,865,978 3,298,820 651,412 280,247,112
- Investment provision - - (1,688,885) (2,088,403) - (3,777,288)
Net inter segment lending 412,879,111 = = o (412,879,111) -
Advances - performing 64,171,608 245,899,442 - - 3,448,811 313,519,861
Advances - non-performing 6,647,456 3,489,249 - 16,049,685 39,035 26,225,425
- Advances - provisions (5,245,632) (2,755,805) - (13,299,212 (264,759) (21,565,408)
Others 10,290,418 3,793,772 4,945,294 (1,881,285) 32,521,381 49,669,580
Total Assets 517,962,873 266,857,560 299,647,395 2,079,605 (376,483,231) 710,064,202
Borrowings 5,488,813 46,412,012 6,545,691 - - 58,446,516
Subordinated debt - - - - - -
Deposits and other accounts 494,881,273 44,326,035 - 201,771 1,223,138 540,632,217
Net inter segment borrowing - 175,499,595 289,997,780 1,871,334 (467,368,709) -
Others 17,692,787 619,918 331,618 6,500 32,216,644 50,767,367
Total liabilities 517,962,873 266,857,560 296,874,989 2,079,605 (433,928,927) 649,846,100
Equity - - 2,772,406 - 57,445,696 60,218,102
Total Equity and liabilities 517,962,873 266,857,560 299,647,395 2,079,605 (376,483,231) 710,064,202
Contingencies and commitments 14,672,741 64,309,145 = 1,249,878 = 80,231,764

2019

Retail || CIBG || Treasury |[[ sAM || oOthers ||  Total
Profit and loss account Rupees '000
Net mark-up / return / profit (18,300,251) 29,332,925 9,635,849 334,820 123,191 21,126,534
Inter segment revenue - net 31,581,159 (27,033,908) (8,066,023) (307,598) 3,826,370 -
Non mark-up / return / interest income 4,191,552 1,069,511 2,478,230 (68,493) (397,044 7,273,756
Total income 17,472,460 3,368,528 4,048,056 (41,271) 3,652,517 28,400,290
Segment direct expenses | 11,606,786 ” 507,192 || 310,658 || 134,028 || 4917774 || 17,476,438
Inter segment expense allocation 4,169,128 529,603 108,916 105,144 (4,912,791) -
Total expenses 15,775,914 1,036,795 419,574 239,172 4, 983 17,476,438
Provisions 507,879 654,996 279,221 (674,287) (2,444) 765,365
Profit before tax 1,188,667 1,676,737 3,349,261 393,844 3,549,978 10,158,487
Statement of financial position
Cash and bank balances 22,325,193 - 40,878,883 - - 63,204,076
Lendings to financial institutions - - - - - -
Investments - 19,516,432 184,463,090 3,298,820 165,242 207,443,584
- Investment provision - - (883,015) (2,966,266) - (3,849,281)
Net inter segment lending 348,653,144 - - - (348,653,144) -
Advances - performing 62,582,195 237,193,175 - - 3,626,024 303,401,394
Advances - non-performing 6,266,681 3,807,114 - 20,289,645 45,843 30,409,283
- Advances - provisions (4,503,653) (1,033,307) - (18,697,708) (3,007) (24,237,675)
Others 10,416,842 13,994,465 1,352,471 243,892 27,481,482 53,489,152
Total Assets 445,740,402 273,477,879 225,811,429 2,168,383 (317,337,560) 629,860,533
Borrowings 1,931,729 20,088,523 50,726,543 - - 72,746,795
Subordinated debt - - - - - -
Deposits and other accounts 428,356,703 27,972,150 - 115,674 1,340,656 457,785,183
Net inter segment borrowing - 216,745,546 170,558,318 1,985,797 (389,289,661) -
Others 15,451,970 8,671,660 1,142,652 66,912 18,789,934 44,123,128
Total liabilities 445,740,402 273,477,879 222,427,513 2,168,383 (369,159,071) 574,655,106
Equity - - 3,383,916 - 51,821,511 55,205,427
Total Equity and liabilities 445,740,402 273,477,879 225,811,429 2,168,383 (317,337,560) 629,860,533
Contingencies and commitments 8,944,978 44,725,691 - 1,204,950 - 54,875,619
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40.2 Segment details with respect to geographical locations

Segment details with respect to geographical locations are not presented in these consolidated financial statements
as geographically the Group is concentrated in Pakistan only.

41 TRUST ACTIVITIES

The Group acts as trustees and in other fiduciary capacities that result in the holding or placing of assets on behalf of
individuals, trusts, retirement benefit plans and other institutions. These are not assets of the Group and, therefore, are
not included in the consolidated statement of financial position. The following is the list of assets held under trust:

Under IPS accounts:

2020
Securities held (face value)
Category No. of IPS Market Pakistan Government Islami_c Naya
accounts Treasury Investment ljara Sukuks Pakistan Total
Bills Bonds Certificate
Rupees '000
Corporate 51 3,898,430 456,200 = = 4,354,630
Insurance companies 3 - - - - -
Asset management companies 50 326,000 65,000 - = 391,000
Employees funds 168 4,495,770 12,399,700 60,000 = 16,955,470
Charitable institution / NGOs 22 995,750 1,036,500 - - 2,032,250
Individuals 4,403 1,942,640 977,300 19,300 1,947,071 4,886,311
Related parties 8 881,590 421,100 = = 1,302,690
Others 5 = = = = =
4,710 12,540,180 15,355,800 79,300 1,947,071 29,922,351
2019
Securities held (face value)
Category No. of IPS Market Pakistan Government Islami.c Naya
accounts Treasury Investment ljara Sukuks Pakistan Total
Bills Bonds Certificate
Rupees '000
Corporate 46 10,030,920 516,600 - - 10,547,520
Insurance companies 3 - 29,000 - - 29,000
Asset management companies 49 101,100 - - - 101,100
Employees funds 165 3,673,305 6,373,000 - - 10,046,305
Charitable institution / NGOs 22 638,100 527,500 - - 1,165,600
Individuals 1,917 1,917,615 1,044,700 - - 2,962,315
Related parties 8 222,800 106,200 - - 329,000
Others 5 - - - - -
2,215 16,583,840 8,597,000 - - 25,180,840
2020 2019
Under discretionary advisory :
Number of portfolios 10 22
Total portfolio at cost (Rs. '000) 1,037,990 1,314,059
Total portfolio at market value (Rs. '000) 1,210,307 1,318,410
Under non discretionary advisory :
Number of portfolios 4 6
Total portfolio at cost (Rs. '000) 518,377 1,451,211
Total portfolio at market value (Rs. '000) 643,435 1,619,826
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43

CAPITAL ADEQUACY, LEVERAGE RATIO & LIQUIDITY REQUIREMENTS

Minimum capital requirement (MCR):

Paid-up capital (net of losses)
Capital adequacy ratio (CAR):

Eligible common equity tier 1 (CET 1) capital
Eligible additional tier 1 (ADT 1) capital

Total eligible tier 1 capital

Eligible tier 2 capital

Total eligible capital (tier 1 + tier 2)

Risk weighted assets (RWASs):
Credit risk

Market risk

Operational risk

Total

Common equity tier 1 capital adequacy ratio (in %)

Tier 1 Capital adequacy ratio (in %)
Total Capital adequacy ratio (in %)

2020 2019
————————————— Rupees '000------------
15,176,965 15,176,965
49,609,041 42,824,225
49,609,041 42,824,225
8,503,577 10,070,358
58,112,618 52,894,583
235,843,958 || 214,599,394
22,173,745 18,939,653
51,622,995 43,587,833
309,640,698 _ 277,126,880
16.02% 15.45%
16.02% 15.45%
18.77% 19.09%

Capital adequacy is regularly monitored by the Holding Company’s management, employing techniques based on the
guidelines developed by the Basel Committee and as per the requirements of the SBP. The required information is

submitted to the SBP on a quarterly basis.

As at December 31, 2020, the SBP requires each bank or banking group to: (a) hold the minimum level of the paid-up
capital of Rs 10 billion; (b) maintain a ratio of total regulatory capital to the risk-weighted assets at or above the
required minimum level of 10% and (c) maintain common equity tier | (CET1) ratio and tier 1 ratio of 6% and 7.5%

respectively.

With effect from December 31, 2020, an additional capital conservation buffer (CCB) of 1.5% (to be met from CET1)

has to be maintained over and above the minimum required level.

The paid-up capital of the Holding Company for the year ended December 31, 2020, stood at Rs 15.177 billion
(2019: Rs 15.177 billion). As at December 31, 2020, the Group's consolidated CAR stood at 18.77% (December 31,
2019: 19.09%) whereas CET1 and Tier 1 ratios both stood at 16.02% (December 31, 2019: 15.45%).
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2020 2019

------------- Rupees '000------------
The Holding Company is also in compliance with the conservation buffer requirements.
Leverage ratio (LR):
Eligible tier-1 capital 49,609,041 42,824,225
Total exposures 833,658,911 737,934,261
Leverage ratio (in %) 5.95% 5.80%
Liquidity coverage ratio (LCR):
Total high quality liquid assets 265,799,775 174,038,707
Total net cash outflow 125,870,150 123,796,400
Liquidity coverage ratio (Ratio) 2112 1.406
Net stable funding ratio (NSFR):
Total available stable funding 493,515,307 406,344,452
Total required stable funding 291,597,390 299,623,500
Net stable funding ratio (in %) 169.25% 135.62%

The link to the full disclosure is available at https://www.faysalbank.com/en/capital-adequacy-ratio-car/
RISK MANAGEMENT

Risk management group (RMG) has been organised under the Chief Risk Officer (CRO). It has been authorised by the
Board of Directors (BoD) to monitor the implementation of various risk policies via implementation of an integrated risk
management framework across the Holding Company. As an ongoing exercise to integrate risk related functions,
RMG has been expanded, strengthened and entrusted to monitor the risk areas across the organisation, including
adoption and convergence towards regulatory and Basel guidelines on risk management.

The primary objective of this architecture is to inculcate risk management into the organisation flows to ensure that
risks are timely and accurately identified and assessed, properly documented, approved and adequately monitored
and managed in order to ensure that risk taking activities are in line with the guidelines approved by the BoD and to
protect the interests of the Group’s depositors and shareholders.

The 'risk management framework' at the Group encompasses:

- scope of risks to be managed;

- process, systems and procedures to manage risk; and

- roles and responsibilities of individuals involved in risk management.

The Group has adopted an approach that gives an integrated view of the risks faced by the organisation. This calls for
aligning strategic vision, policy objectives and business processes / procedures within the risk management
framework. The management of risk is integrated with the Group's management of capital and strategy. This ensures
that risks taken in pursuit of the Group’s strategic objectives are consistent with the policies, translating into targeted
shareholder return as well as the Group’s desired credit rating and risk appetite.

With this in view, the risk management framework endeavours to be a comprehensive and evolving guidelines to cater
to changing business dynamics. The risk management framework includes:
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- cClearly defined risk management policies;

- well constituted organisational structure; and

- mechanism for ongoing review of all policies and procedures and risk exposures.
The 'risk management framework" is built on the following elements:

- comprehensive risk governance; and

- effective risk processes.

The Group has developed and implemented a governance and management structure, processes surrounding each
risk area, including credit risk, market risk, liquidity risk, capital management, operational risk, environmental risk and
information security risk.

The essential components which contribute in effective management of all these risks are as follows:
- active board / senior management strategic direction and centralised RMG oversight;

- sufficient policies, procedures and limits;

- adequate risk measurement, monitoring and management information systems; and

- comprehensive internal controls.

The Board of Directors (BoD) monitoring and oversight is facilitated through the Board Risk Management Committee
(BRMC), comprising of directors including the President & CEQ. It is appointed and authorised by the BoD to assist in
the design, regular evaluation and timely updation of the risk management framework. The BRMC has further
authorised management committees such as Country Credit Committee (CCC), Agriculture Credit Committee (ACC),
Enterprise Risk Management Committee (ERMC) and Assets and Liabilities Committee (ALCO) to supervise risk
management activities within their respective areas.

In order to have an effective and efficient risk assessment, and to closely align its functions with business, RMG has
separate risk management functions for credit risk management, based on the specialised skill sets and required
specific experience in various business segments. These functions comprise of corporate risk, CBSME, agri and retail
risk management.

The common responsibilities of all credit risk management functions include:

- conduct a thorough and an independent due diligence of the proposed / existing exposures in the respective risk
portfolios.

- work with compliance department of the Holding Company to ensure conformity to the relevant Government
regulations, the SBP PRs as well as internal policies.

- work with relationship teams to structure exposures such that they mitigate key risks, cater to customer
requirements, remain economical in terms of risk weighted assets / capital allocation to ensure adequate risk
coverage.

The risk management architecture is further fostered by enterprise risk management, credit administration, risk policy
and portfolio management and information security functions.

The enterprise risk management function is responsible for managing and controlling market, operational and liquidity
risks at an enterprise level and monitoring regulatory capital requirements of the Group.
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Credit administration department looks after the security, loan documentation, disbursement and post disbursement
monitoring aspects of the credit portfolio.

Risk policy and analytics department serves as an independent check in the risk management function. It performs
periodic review of all credit related portfolios (corporate, CBSME, retail, agri, SAM) and analyses portfolio
compositions, risk rating distributions, emerging trends of NPLs, renewal status of RAs as per policy and other policy
related matters. It also formulates / updates credit policies (along with various limits prescribed therein) in line with
regulatory environment, business strategy, the BoD approvals and the best practices.

The information security risk function is responsible for information security risk identification, monitoring and
reporting.

441 Credit risk

Credit risk is the identification of probability that a counterparty will cause a financial loss to the Group due to its
inability or unwillingness to meet its contractual obligation. This credit risk arises mainly from both direct lending
activities as well as contingent liabilities.

The Group’s credit risk philosophy is based on the Group’s overall business strategy / direction as established by the
Board. The Group is committed to the appropriate level of due diligence to ensure that credit risks have been properly
analysed, fully disclosed to the approving authorities, appropriately rated, appropriately structured, appropriately
priced and documented.

The Group deals with many different types of borrowers and borrowing structures across the corporate, commercial,
SME, agriculture and retail segments. The Group manages customer credit risk exposures within appropriate limits to
ensure that it does not provide a disproportionate level of credit to a single customer or group of connected clients.
The Group follows aggregation principles — summing of credit risk limits to the same customer, or group of connected
clients — to identify and manage effectively all significant credit risk exposures to a single customer within an individual
business and, where appropriate, across other business segments.

The Group has well-defined credit approval and review processes under which senior officers with the requisite credit
background, critically scrutinise, advise and discuss associated risks and recommend / review / approve credit
facilities and financing, through respective credit committees. Besides financial, industry and transaction analysis, in
order to quantify risks of counterparty, the credit evaluation also includes risk rating system to evaluate risk rating of
the customers which is then monitored on a portfolio basis to gauge the Group’s credit portfolio quality. To avoid risk
concentration, counterparty limits, counterparty group limits and industry concentration limits are also established,
monitored and assessed in the light of changing counterparty and market conditions.

With a view to develop and effectively manage a diversified credit portfolio within each business segment (as an
integral part of the credit risk management process), the Group has adopted the concept of an industry / sector-wise
exposure concentration grid which dictates target market exposures.

As part of the Group’s portfolio strategy and planning activity, these industry concentration limits are continually
overseen by the management against the Group’s approved exposures in these sectors and reviewed by the Board
Risk Management Committee (BRMC) in its meetings with an aim to monitor the overall risk and to avoid high
exposure to a single group or industry.

44.1.1 Segment by class of business

Credit Risk Management (CRM) Framework (non-retail / non-individual portfolio) covers three business segments:
corporate risk management, commercial banking and SME (including agri) risk management and retail risk
management. Based on overall guidance provided by a recognised and established external consultant, in line with
the global best practices while ensuring regulatory compliance and alleviation of any (perceived) conflict of interest,
credit management process has been segregated into two distinct categories:
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- independent risk advice by risk management function.

- credit approvals by credit committee(s), while taking into consideration the business unit recommendations /
approvals and independent risk advice.

With this segregation, the role of risk management function in credit approval process is focused to provide risk
advice only, based on key risk parameters; whereas relevant credit committees are responsible for providing credit
related approvals.

The common responsibilities of corporate risk management and commercial banking and SME (including agri) risk
management include:

- conduct a thorough and an independent due diligence of the proposed / existing exposures in the respective risk
portfolios.

- work with relationship teams to advise on structure of exposures such that they mitigate key risks, cater to
customer requirements, remain economical in terms of risk weighted assets / capital allocation to ensure risk
coverage.

- work with the independent credit risk review team (under internal audit) for effective and periodic review of the
credit portfolio.

Retail risk management is responsible for managing the credit risk of consumer finance credit products, with credit
facilities extended to individual (non-corporate) customers. The consumer finance / retail finance function operates on
a program approach, which are approved by the Country Credit Committee and subsequently by the BoD. The retail
risk management provides its input on risk parameters in term of 'risk advice', at the time of approval / changes in
product programs. The retail risk management also ensures that all the ongoing individual credit approvals are within
pre-defined risk parameters as per the approved product programs.

44.1.2 Credit risk: genal disclosures Basel specific

The Group has adopted the standardised approach under Basel. According to the regulatory statement submitted
under the standardised approach, the portfolio has been divided into claims on public sector entities in Pakistan
(PSEs), claims on corporate (excluding equity exposure) and claims categorised as retail portfolio. Claims on corporate
constitute 64.42% (2019: 59.29%) of the total credit risk weighted assets, 1.9% (2019: 2.43%) represents claims on
PSEs and 15.9% (2019: 16.35%) exposure pertains to claims categorised as retail portfolio.

44.1.3 Credit risk: discloswes for portfolio subject to standardised approach

For domestic claims, external credit assessment institutions (ECAIs) recommended by the SBP, namely Pakistan
Credit Rating Agency Limited (PACRA) and VIS Credit Rating Company Limited are used. For claims on foreign
entities, ratings assigned by Standard and Poor, Fitch and Moody's are used. Exposures not rated by any of the
aforementioned rating agencies are categorised as unrated.

Exposures PACRA VIS Standar('i Moody's Fitch
and Poor's
Corporate v v - - -
Banks v v v v v
Sovereigns - - v v v
PSEs v v - - -

The SBP's indicative mapping process as instructed in the SBP's circular "Minimum capital requirements for banks
and DFIs" (indicated in table below) was used to map alpha numeric ratings of PACRA, VIS, S&P's. Moody's, Fitch
ratings, and numeric scores of ECAs, to the SBP's rating grades.
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Long term rating grades mapping

SBP rating ECA scores PACRA VIS S&P Moody’s Fitch
1 0,1 AA- and above || AA-andabove || AA-and above || Aa3and above AA- and above
2 2 A+to A- At to A- A+ to A- A1to A3 At to A-
3 3 BBB+ to BBB- || BBB+to BBB- || BBB+ to BBB- Baa1 to Baa3 BBB+ to BBB-
4 4 BB+ to BB- BB+ to BB- BB+ to BB- Ba1to Ba3 BB+ to BB-
5 5,6 B+ to B- B+toB- B+toB- B1toB3 B+to B-
6 7 CCC+ & Below || CCC+ & Below || CCC+ & Below Caa1 & Below CCC+ & Below
Short term rating grades mapping
SBP rating PACRA VIS S&P Moody’s Fitch
S1 A-1 & above A-1 & above A-1 & above P-1 F1
S2 A-2 A2 A2 pP-2 F2
S3 A3 A-3 A-3 P-3 F3
S4 Others Others Others Others Others

Particulars of the Group's significant on-balance sheet and off-balance sheet credit risk in various sectors are analysed

as follows:

44.1.4 Lendings to financial institutions

Credit risk by public / private sector

Gross lendings

Non-performing lendings

Provision held

2020 2019 2020 2019 2020 2019
Rupees '000
Public / Government 2,985,000 - = - = -
Private = - = - = -
2,985,000 - = - = -

44.1.5 Investment in debt securities
Credit risk by industry sector
Gross investments Non-performing investments Provision held
2020 2019 2020 2019 2020 2019
Rupees '000
Textile 51,476 51,476 51,476 51,476 51,476 51,476
Chemical and pharmaceuticals 1,914,648 2,296,663 1,628,616 1,543,597 1,628,616 1,543,597
Cement 500,000 500,000 500,000 500,000 500,000 500,000
Sugar 8,311 8,311 8,311 8,311 8,311 8,311
Power (electricity), gas, water, sanitary 58,686,326 51,252,852 = - = -
Financial 528,571 618,234 - - - -
Services - - - - - -
Others 1,780,459 1,899,941 - - - -
63,470,291 56,627,477 2,088,403 2,103,384 2,088,403 2,103,384
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44.1.6

Credit risk by public / private sector

Public / Government
Private

Advances

Credit risk by industry sector

Agriculture, forestry, hunting and fishing
Mining and quarrying

Textile

Chemical and pharmaceuticals
Cement

Sugar

Footwear and leather garments
Automobile and transportation equipment
Electronics and electrical appliances
Construction

Power (electricity), gas, water, sanitary
Wholesale and retail trade

Transport, storage and communication
Financial

Insurance

Services

Individuals

Others

Gross investments

Non-performing investments

Provision held

2020 2019 2020 2019 2020 2019
Rupees '000
58,659,556 51,128,014 - B} i i
4,810,735 5,499,463 2,088,403 2,103,384 2,088,403 2,103,384
63,470,291 56,627,477 2,088,403 2,103,384 2,088,403 2,103,384

Gross advances

Non-performing advances

Provision held

2020 2019 2020 2019 2020 2019
Rupees '000
13,223,912 37,671,466 1,285,467 1,393,828 952,068 932,071
9,825,281 10,643,302 3,451 3,451 3,451 3,451
48,192,672 33,179,852 6,970,425 8,694,000 6,774,726 8,427,536
10,160,529 10,065,770 722,784 718,432 539,710 611,652
8,348,611 6,257,485 41,608 41,608 39,108 39,108
8,469,446 10,580,956 722,146 1,292,131 653,799 484,798
1,959,600 1,565,492 388,849 425,235 274,304 295,433
3,987,402 8,626,943 180,226 357,936 164,957 335,866
6,436,741 6,152,026 796,963 1,096,112 613,140 1,027,788
3,912,232 2,075,729 402,609 319,235 373,029 310,284
69,630,945 57,535,304 1,912,627 4,690,628 1,468,827 3,143,913
9,896,465 11,633,590 2,376,685 2,553,567 1,778,353 1,734,079
30,713,246 4,030,862 219,883 251,613 183,314 145,996
2,496,069 3,900,437 50,853 50,853 50,309 50,309
465 1,064 - - - -

20,607,480 15,069,623 385,817 474,018 321,972 392,480
39,498,032 36,199,917 3,195,164 2,861,246 2,706,894 2,380,111
52,386,158 78,620,859 6,569,868 5,185,390 3,756,671 3,160,949
339,745,286 333,810,677 26,225,425 30,409,283 20,649,632 23,475,724

Credit risk by public / private sector

Public / Government
Private

Gross advances

Non-performing advances

Provision held

2020 2019 2020 2019 2020 2019
Rupees '000
66,100,620 75,934,491 = - - -
273,644,666 257,876,186 26,225,425 30,409,283 20,649,632 23,475,724
20,649,632 23,475,724

339,745,286

333,810,677

26,225,425

30,409,283
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44.1.7 Contingencies and Commitments 2020 2019
————————————— Rupees '000------------

Credit risk by industry sector

Agriculture, forestry, hunting and fishing 129,715 24,664
Mining and quarrying 643,156 401,842
Textile 16,819,192 12,314,035
Chemical and pharmaceuticals 4,612,636 2,178,731
Cement 1,889,995 1,180,988
Sugar 141,910 180,375
Footwear and leather garments 971,716 165,732
Automobile and transportation equipment 7,898,310 226,689
Electronics and electrical appliances 1,062,536 350,193
Construction 701,276 582,688
Power (electricity), gas, water, sanitary 8,343,448 3,738,267
Wholesale and retail trade 6,650,570 5,017,410
Exports / imports 121,662 95,358
Transport, storage and communication 1,470,443 1,768,837
Financial 1,676,753 35,547
Services 2,962,296 7,806,189
Individuals 1,266,835 1,099,705
Others 22,969,315 17,713,369

80,231,764 54,875,619

Credit risk by public / private sector

Public / Government 27,213,201 1,857,056
Private 53,018,563 53,018,563
80,231,764 54,875,619

44.1.8 Concentration of advances

The Group's top 10 exposures on the basis of total (funded and non-funded exposures) aggregated to Rs. 143,318
million (2019: Rs. 137,403 million) are as following:

2020 2019
————————————— Rupees '000------------
Funded 127,981,622 128,725,214
Non-funded 15,336,103 13,678,125
Total exposure 143,317,725 137,403,339

The sanctioned limits against these top 10 exposures aggregated to Rs. 178,938 million (2019: Rs. 166,366 million).
There are no classified exposures under this category of advances.

44.1.9 Advances - province / region-wise disbursement and utilisation

2020
Utilisation
Province / region Disburse- KPK ' AJK'
ments Punjab sindh || including || Balochistan || Islamabad including
FATA Gilgit-
Baltistan
Rupees '000
Punjab 349,302,391 || 337,527,252 11,039,826 273,004 3,108 456,575 2,626
Sindh 462,384,651 29,676,967 || 432,479,153 23,096 142,926 60,611 1,898
KPK including FATA 1,399,307 - - 1,399,307 -
Balochistan 4,134 - - - 4,134 - -
Islamabad 21,520,373 3,384,997 487,909 705,436 124 16,771,842 170,065
AJK including Gilgit-Baltistan 68,512 842 - - - - 67,670
Total 834,679,368 370,590,058 444,006,888 2,400,843 150,292 17,289,028 242,259
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2019
Utilisation
Province / region Disburse- KPK ) AJK_
ments Punjab Sindh including || Balochistan Islamabad |nc|.ud.|ng
FATA Gilgit-
Baltistan
Rupees '000
Punjab 398,535,206 || 391,090,500 7,057,562 135,711 4,100 239,444 7,889
Sindh 491,689,892 17,685,596 || 471,355,695 572,428 2,043,897 27,102 5174
KPK including FATA 1,656,726 21,064 - 1,635,662 - - -
Balochistan 1,570 - - - 1,570 - -
Islamabad 32,855,422 1,558,245 260,872 496,785 3,880 30,502,761 32,879
AJK including Gilgit-Baltistan 1,239,835 171,980 - 10,596 - - 1,057,259
Total 925,978,651 410,527,385 478,674,129 2,851,182 2,053,447 30,769,307 1,103,201

44.2 Market Risk

It is the risk that the value of on-balance sheet and off-balance sheet positions of the Group will be adversely affected
by movements in market rates or prices such as interest rates, equity prices and / or commodity prices resulting in a
loss to earnings and capital. Market risks arise generally from trading activities, open foreign currency positions,
holding common equity and other products. All such instruments and transactions are exposed to general and
specific market movements.

The Group seeks to mitigate market risk by employing strategies that correlate price, rate and spread movements of
its earning assets, liabilities and trading activities. Treasury front office, market risk management and treasury middle
office perform market risk management activities within the Group. The Group has Enterprise Risk Management
Committee which is responsible for recommending market risk policies and strategies for the Board approval and its
subsequent implementation and review.

44.2.1 Consolidated statement of financial position split by trading and banking books

2020 2019
Banking Trading Banking Trading
book book Total book book Total
Rupees '000
Cash and balances with treasury banks 59,881,290 - 59,881,290 60,368,426 - 60,368,426
Balances with other banks 2,878,630 - 2,878,630 2,835,650 - 2,835,650
Lendings to financial institutions 2,985,000 - 2,985,000 - - -
Investments 18,684,351 257,885,473 276,469,824 27,191,037 176,403,266 203,594,303
Advances 318,179,878 - 318,179,878 309,573,002 - 309,573,002
Fixed assets 24,102,155 - 24,102,165 24,241,544 - 24,241,544
Intangible assets 1,894,204 - 1,894,204 1,840,624 - 1,840,624
Deferred tax assets - - - - - -
Other assets 23,673,221 - 23,673,221 27,406,984 - 27,406,984

452.178,729 257,885,473 710,064,202 453,457,267 176,403,266 629,860,533

44.2.2 Foreign Exchange Risk

Foreign exchange risk / currency risk is the current or prospective risk to earnings and capital arising from adverse
movements in currency exchange rates. It refers to the impact of adverse movements in currency exchange rates on
the value of open foreign currency positions. Changes in currency rates affect the value of assets and liabilities
denominated in foreign currencies and may affect revenues from foreign exchange dealing.

The Group undertakes currency risk mostly to support its trade services and maintains overall foreign exchange risk
position to the extent of statutory Foreign Exchange Exposure Limit (FEEL) prescribed by the SBP.
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Exposure limits such as counterparty, gap, net open position, dealer and bucket-wise currency delta limits are in place
in accordance with the Group’s approved policies in order to manage associated risk and concentration at the

acceptable tolerance levels.

2020 2019
- Off-balance Net - Off-balance Net
Assets Liabilities . currency Assets Liabilities ) currency
sheet items sheet items
exposure exposure
Rupees '000
Pakistan Rupee 694,384,894 59,177,820  (37,252513) 60,954,561 614,334,696 520,354,366 (40,234,738) 53,745,592
United States Dollar 11,685,918 46,504,509 34,045,900 (772,691) 12,834,688 48,355,127 36,977,410 1,456,971
Great Britain Pound
Sterling 2,576,085 4,666,666 2,101,525 10,944 1,752,207 3,901,237 2,165,516 6,486
Euro 1,372,956 2,475,788 1,105,389 2,557 910,522 2,041,078 1,129,859 (697)
Japanese Yen 247 3212 2,945 (20) 227 1,861 2,138 504
Other currencies 44,102 18,105 (3,246) 22,751 28,193 1,437 (30,185) (3,429
710,064,202 649,846,100 = 60,218,102 629,860,533 574,655,106 - 55,205,427
2020 2019
Banking Trading Banking Trading
book book book book
Rupees '000
Impact of 1% change in foreign exchange rates on

- profit and loss account - (7,365) - 14,598

- other comprehensive income = = - -

44.2.3 Equity position Risk

Equity position risk is the risk arising from unfavourable fluctuations in prices of shares in which the Group carries long
/ short positions. It is a risk to earnings or capital that results from adverse changes in the value of equity related
portfolios of the Group. Price risk associated with equities could be systematic or unsystematic. Systematic risk is due
to sensitivity of portfolio’s value to changes in overall level of equity prices, while unsystematic risk is associated with
price volatility that is determined by the specific characteristics of the investee company.

The Group's equity position is governed by position limits imposed by the SBP for overall investment and per scrip
exposure. Additionally, there are internal limits set to manage overall earnings in the form of stop loss limits and
maintain a diverse portfolio through sector concentration limits.

2020 2019
Banking Trading Banking Trading
book book book book
Rupees '000
Impact of 5% change in equity prices on
- profit and loss account - 32,571 - 8,262
- other comprehensive income 2,699 406,040 2,235 366,525
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44.3

44.4

Operational risk

Operational risk is the risk of direct or indirect losses resulting from inadequate or failed internal processes or systems,
human factors or from external events. The Group’s businesses are dependent on the ability to process a large number of
transactions efficiently and accurately. Operational risks and losses originate from business / operational process failure, IT
security failure, natural disasters, dependence on key suppliers, fraud, service quality compromises, regulatory non-
compliance, loss of key staff and social and environmental impacts.

The operational risk management function is primarily responsible for the oversight of operational risk management across
the Group. The operational risk management framework of the Group is governed by the operational risk management
policy and procedures, while the implementation is supported by an operational risk management system and designated
operational risk coordinators within different units across the Group. The framework is in line with international best
practices, flexible enough to implement in stages and permits the overall approach to evolve in response to organisational
learning and future requirements.

The Group has implemented an effective operational risk management framework for managing operational risk. Each
department has processes and system controls in place to address operational risks within their area. Operational loss
data is collected through a well defined program implemented across the Group. Periodic workshops are conducted for
risk and control self assessment and key risk exposures are identified and assessed against existing controls to evaluate
improvement opportunities. Key risk indicators are also defined for monitoring of risk exposures. New products, systems,
activities and processes are subject to comprehensive operational risk assessments, before implementation. Regular
updates on operational risk status is presented to Enterprise Risk Management Committee (ERMC) and the Board of
Directors through the Board Risk Management Committee (BRMC).

Operational risk-disclosures Basel Il specific

Operational risk is the risk of loss resulting from inadequate or failed internal processes, people and systems or from
external events.

The Group is currently using basic indicator approach for calculating operational risk capital charge.

Under basic indicator approach the capital charge for operational risk is a fixed percentage (denoted alpha) of average
positive annual gross income of the Group over the past three years. Figures for any year in which annual gross income is
negative or zero, should be excluded from both the numerator and denominator when calculating the average.

Liquidity risk

Liquidity risk is the risk that the Group will be unable to meet its payment obligations associated with its financial liabilities
when they fall due and to replenish funds when they are withdrawn.

Liquidity risk management framework is governed by the liquidity risk management policy. The policy provides specific
directives for measuring and managing liquidity risk identifies responsible personnel; and defines their respective roles and
responsibilities relating to liquidity risk management.

The management of liquidity risk is accomplished through a formal structure which includes:
- Board of Directors (BoD)

- Board Risk Management Committee (BRMC)

- Asset and Liability Committee (ALCO)

- Enterprise Risk Management Committee (ERMC)

- Treasury
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- Risk management (enterprise risk management)
- Finance

The BoD approves the liquidity risk management policy including risk limits and ensures, through quarterly reviews by the
BRMC, that the Group's liquidity risk is being managed prudently. The BRMC plays a strategic role in liquidity risk
management by overseeing the liquidity risk profile of the Group. ERMC defines the risk tolerance levels and setting risk
limits for effective liquidity risk management. ALCO ensures adherence with policy requirements and risk limits so that the
Group remains sufficiently liquid at all times.

The market and liquidity risk under enterprise risk management function overseas liquidity risk. The Group’s Asset and
Liability Committee manages the liquidity position on a continuous basis.

The Group ensures to maintain a diversified portfolio of liquid assets and funding base. Sources of funding comprise of a
good mix of core deposits. Concentration in deposit, especially large volume deposits, is closely monitored to anticipate
any potential liquidity issues in case of their withdrawals.

Various tools and techniques are used to measure and monitor the possible liquidity risk. These include monitoring of
different liquidity ratios like liquid assets to liquid liabilities, liquid assets to total deposits, large volume deposits to total
deposits, advances to deposit, liquid assets to volatile funding; on regular basis against defined limits. Further, liquidity
gaps over different time bands, are also monitored through maturity profiling of assets and liabilities. The Group also
ensures that statutory cash and liquidity requirements are maintained at all times. In addition, the Group has also
implemented the SBP's Basel Il liquidity standards for ensuring compliance with the requirements of LCR, NSFR and
other monitoring tools.

The Group performs liquidity stress testing on periodic basis in order to ensure sufficient liquidity is always available to
meet financial obligations / commitments. Stress testing aims to quantify the potential impact of extreme yet plausible
events or movements on the value of portfolio. Shocks include withdrawal of deposits, withdrawal of wholesale / large
deposits, withdrawal of top deposits, etc. The results of liquidity stress testing are shared with relevant authorities /
committees, on periodic basis.

Contingency funding plan (CFP) is a part of liquidity risk management policy of the Group. CFP provides a set of several
early warning indicators of a possible liquidity shortfall situation; describes the actions to be taken to manage it and
identifies the roles and responsibilities of ALCO, CFP team or other relevant authorities.
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Notes to and forming part of the
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For the year ended December 31, 2020

44.5 Derivative risk management

The Group's derivatives risk management is performed under market risk management which is an independent unit
reporting to the Chief Risk Officer. The risk management policies are governed by the regulatory and internal
guidelines. Risk management department of the Group reviews credit risk, market risk and other risks associated with
the derivative transactions or related area of the activity and assigns limits within which the transactions / area of
activity can be carried out. Adherence to these limits is ensured through independent monitoring and control
functions.

There are a number of risks undertaken by the Group, which need to be monitored and assessed. The management
of risks includes the following primary components:

- comprehensive risk measurement approach;
- detailed structure of limits, guidelines and other parameters used to govern risk taking; and
- strong management information system for controlling, monitoring and reporting risks.

Major risks associated with the derivative instruments are market risk, credit risk and liquidity risk. The Group uses
SunGard-Sierra to measure and manage these risks which provides end-to-end capability with respect to transaction
life cycle.

Market risk

The risk that the value of a derivative contract will be adversely affected by movements in equity prices, interest rates,
currency exchange rates and commodity prices. The authority for approving policies, limits and periodic reviews rest
with the Board of Directors. The critical measures used to manage market risks are interest rate delta and currency
delta basis. These measures involve extreme shifts in a variety of parameters, such as FX rates, interest rates, equity
prices, implied volatility levels and combinations of the above. These measures are calculated through the relevant
systems.

Credit risk

The risk that a party to a derivative contract will fail to perform its obligation. There is a settlement risk associated with
the derivative transactions. Settlement risk is monitored on a daily basis. Risk management department of the Group
sets the policies and limits for counterparty risk based on a pre-defined criteria linked with the internal risk rating of the
customer.

Liquidity risk

Liquidity risk is managed as part of the overall liquidity risk of the Group. The risk management policies related to
liquidity risk are explained in note 44.4 to these consolidated financial statements.

44.6 COVID-19 RISK MANAGEMENT

The COVID-19 pandemic has taken a toll on all economies and emerged as a contagion risk around the globe,
including Pakistan. To reduce the impact on businesses and economies in general, regulators / governments across
the globe have introduced a number of measures on both the fiscal and economic fronts. The risk management
policies continue to remain robust and the Group is reviewing its portfolio regularly and conducts rapid portfolio
reviews in line with emerging risks.

The SBP has also responded to the crisis by cutting the Policy Rate by 625 basis points since the beginning of the
year, to 7% till December 31, 2020. Other regulatory measures to provide an impetus to economic activity include the
following:
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- reduction in the capital conservation buffer by 100 basis points to 1.5%;
- increasing the regulatory limit on extension of credit to SMEs to Rs 180 million;
- relaxing the debt burden ratio for consumer loans from 50% to 60%;

- The timeline for classification of 'trade bills' as non-performing has been extended from 180 days overdue to 365
days overdue;

- The financing facilities of obligors who have requested for deferment or rescheduling / restructuring are not
required to be classified unless the payment obligations are past due by 180 days;

- allowing banks to defer borrowers’ principal loan payments by one year and or restructure / reschedule loans for
borrowers who require relief of principal repayment exceeding one year and / or mark-up with no reflection on
credit history; and

- Introduction of refinancing schemes for payment of wages and salaries.

COVID-19 has impacted banks in Pakistan on a number of fronts including increase in credit risk pertaining to the
loans and advances portfolio, reduced fee income due to overall slowdown in economic activity, continuity of business
operations and managing cybersecurity threat as certain Group’s staff members are working from home and an ever
increasing number of customers are being encouraged to use digital channels. Major aspects of COVID 19 on the
Group's risk management policies are given below:

Credit risk management

The risk management function of the Holding Company is regularly conducting assessments of the credit portfolio to
identify borrowers most likely to get affected due to changes in the business and economic environment. The Holding
Company has further strengthened its credit review procedures in light of COVID-19 and is continuously reviewing the
portfolio, to identify accounts susceptible to higher risk, resulting from COVID-19 outbreak.

The management has exercised prudence and recognised a general provision of Rs 250 million as disclosed in note
11.4.1 to these consolidated financial statements.

Liquidity risk management

In view of the relaxation granted by the SBP for deferral of principal and mark-up and rescheduling of loans there will
be an impact on the maturity profile of the Holding Company. The asset and liability committee (ALCO) of the Holding
Company is continuously monitoring the liquidity position and the Holding Company is confident that the liquidity
buffer currently maintained is sufficient to cater any adverse movement in cash flow maturity profile.

Equity risk management

The carrying value of the Group's investment in listed equity securities classified as available-for-sale, amounts to Rs
7,108.984 million as at December 31, 2020. The Group has recorded an impairment of Rs 379.785 million in these
consolidated financial statements. The index of Pakistan Stock Exchange has revived from March 2020 and there is
no major loss on equity securities as at December 31, 2020 due to COVID-19.

Operational risk management

The Group is closely monitoring the situation and has invoked required actions to ensure the safety and security of the
its staff and uninterrupted service to customers. The senior management of the Holding Company is continuously
monitoring the situation and is taking timely decisions to resolve any concerns.

Business Continuity Plans (BCP) for respective areas are in place and tested. The Group has significantly enhanced
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monitoring of cybersecurity risk during these times. Remote work capabilities were enabled for staff, where required,
and related risk and control measures were taken to ensure that the Group’s information assets are protected from
emerging cyber threats and comply with the regulatory protocols required under the circumstances. The Group has
taken all measures to ensure that service levels are maintained, customer complaints are resolved and turnaround
times are monitored and the Group continues to meet the expectations of its employees and customers.

Capital adequacy ratio

Under the current scenario, the banks are under pressure to extend further credit to their borrowers, while overall
deteriorating credit risk and increased NPL may also put additional pressures on the Holding Company from Capital
Adequacy Ratio (CAR) perspective. The SBP has relaxed the Capital Conversion Buffer (CCB) requirements for the
Banks to 1.5%, resulting in an overall CAR requirement of 11.5%. The reduced CCB has also provided an additional
limit to the Bank for its tier 2 capital. Further, the regulatory limit for retail loans has also been increased by the SBP to
Rs.180 million, which will result in reduced Risk Weighted Assets (RWA) for some of its loans. In addition to the
measures by the SBP, the senior management of the Holding Company is continuously monitoring the impacts of
various decisions of its CAR and taking further lending decisions based on the overall impacts on RWA. The Holding
Company also believes that with its CAR at 18.77% it has sufficient buffer to meet any adverse movements in credit,
market or operational risks.

DATE OF AUTHORISATION FOR ISSUE

These consolidated financial statements were authorised for issue on February 18, 2021 by the Board of Directors of
the Holding Company.

GENERAL

Comparative information has been re-classified, re-arranged or additionally incorporated in these consolidated
financial statements, wherever necessary, to facilitate comparison and to conform with changes in presentation in the
current year. There have been no significant reclassifications during the year.

EVENTS AFTER THE REPORTING DATE

The Board of Directors in its meeting held on February 18, 2021 has proposed a stock dividend of Nil% amounting to
Rs Nil (2019: Nil). The Board of Directors have also proposed the transfer of Rs Nil to 'reserve for bonus issue' from
‘unappropriated profit'.

YV N N S -

President & CEO Chief Financial Officer Chairman W Director
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Annexure Il to and forming part of the
Consolidated Financial Statements

The Holding Company is operating 500 Islamic banking branches (December 31, 2019: 414) including 1 Islamic sub-branch
(December 31, 2019: 1). The statement of financial position and profit and loss account of these branches for the year ended
December 31, 2020 are as follows:

Note 2020 2019
(A) Statement of financial positon Rupees '000------------
ASSETS
Cash and balances with treasury banks 21,763,033 13,320,776
Balances with other banks 1,929,779 432,379
Due from financial institutions 28,000,000 -
Investments 1 67,554,233 31,443,777
Islamic financing and related assets - net 2 190,397,365 115,537,150
Fixed assets 14,904,507 8,798,322
Intangible assets 136,688 84,501
Other assets 6,278,487 10,256,104
330,964,092 179,873,009
LIABILITIES
Bills payable 6,029,790 2,029,226
Due to financial institutions 47,086,694 26,721,776
Deposits and other accounts 3 248,090,892 119,214,500
Due to head office 2,506,697 8,333,416
Other liabilities 11,198,497 10,965,857
314,912,570 167,264,775
NET ASSETS 16,051,522 12,608,234
REPRESENTED BY
Islamic banking fund 9,180,000 9,180,000
Surplus on revaluation of assets - net of tax 1,468,656 633,831
Unappropriated profit 5 5,402,866 2,794,403
16,051,622 12,608,234
CONTINGENCIES AND COMMITMENTS 6
(B) Profit and loss account
Profit / return earned 7 18,328,685 15,605,063
Profit / return expensed 8 8,580,882 10,526,358
Net profit / return 9,747,803 5,078,705
Other income
Fee and commission income 931,141 620,170
Foreign exchange income 383,426 135,693
Gain on securities 225 -
Others 23,351 4,282
Total other income 1,338,143 760,145
Total income 11,085,946 5,838,850
Other expenses
Operating expenses 6,501,380 4,682,897
Other charges 47,027 3,341
Total other expenses 6,548,407 4,686,238
Profit before provisions 4,537,539 1,152,612
Provisions and write offs - net 261,369 230,438
Profit before taxation 4,276,170 922,174
Taxation 1,667,707 359,648
Profit after taxation 2,608,463 562,526
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Consolidated Financial Statements

21

2020 2019
Cost/ Provision Surplus / Carryin Cost / Provision Surplus / Carryin
INVESTMENTS BY amortised for plu Ying il amortised for urpiLs ving
N (deficit) value T (deficit) value
SEGMENTS: cost diminution cost diminution
Rupees '000
Federal Government
securities:
- ljarah Sukuks 34,434,037 (27,948)[| 34,406,089 6,000,000 (60,000) 5,940,000
- Bai Muajjal
Government of
Pakistan 1,597,048 1,597,048 1,597,048 1,597,048
- Other Federal
Government
securities 466,435 - 466,435 - - -
36,497,520 (27,948) 36,469,572 7,597,048 (60,000) 7,537,048
Non Government
Debt securities:
- Unlisted 30,663,124 421,537 31,084,661 23,258,691 648,038 23,906,729
Total investments 67,160,644 393,589 67,554,233 30,855,739 588,038 31,443,777
Note 2020 2019
————————————— Rupees '000------------
ISLAMIC FINANCING AND RELATED ASSETS - NET
Murabaha 2.2 2,802,616 2,221,977
Musharaka 7,194 7,164
Diminishing Musharaka 102,902,725 68,640,076
Istisna 17,760,768 7,378,147
Tawwaruq 55,002 409
Running Musharaka 37,086,503 17,241,885
Fixed assets ljarah financing - net 2.1 78,056 87,735
Tijarah 232,113 -
Advance against Murabaha financing 1,267,610 1,599,406
Advanced against Diminishing Musharaka 16,552,367 11,330,290
Advance against ljarah 937,383 2,062,305
Advance against Istisna 6,890,624 3,787,505
Advance against Islamic export refinance 2,650,700 -
Inventory related to Islamic financing 1,974,625 1,719,803
Gross Islamic financing and related assets 191,198,286 116,076,702
Less: provision against Islamic financings
- specific (638,404) (413,156)
- general (162,517) (126,396)
(800,921) (639,552)
Islamic financing and related assets - net of provision 190,397,365 115,537,150
ljarah
2020
Cost Accumulated depreciation Book value
As at . As at As at As at as at
Jan 1, %d‘:'tt'?"s "I Dpec 31, Jan 1, Ct:arge for i pec a1, Dec 31,
2020 | (detetions) 5499 2020 © year 2020 2020
Rupees '000
Plant and machinery 147,395 - 147,395 59,660 9,679 69,339 78,056
Total 147,395 - 147,395 59,660 9,679 69,339 78,056
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2019
Cost Accumulated depreciation Book value
As at e As at As at As at as at
Jan1, ‘:d‘:'tt'_""s "I Dec31, Jan1, Ct:arge for | pec 31, Dec 31,
2019 || (deletions) || 5449 2019 © year 2019 2019
Rupees '000
Plant & Machinery 94,960 52,435 147,395 28,007 31,653 59,660 87,735
Total 94,960 52,435 147,395 28,007 31,653 59,660 87,735
Future ljarah payments receivable
2020 2019
Later than Later than
Not later 1year & Over Not later 1year & Over
than . Total than . Total
less than || Five years less than Five years
1 year 1 year
5 years 5 years
Rupees '000
liarah rental receivables 78,924 78,924 89,840 - 89,840
The difference between net investment in ljarah and ljarah rental receivable represents element of profit in receivable.
Note 2020 2019
————————————— Rupees '000------------
2.2 Murabaha
Murabaha financing 2.2.1 2,802,616 2,221,977
Inventory for Murabaha - -
Advances for Murabaha - -
2,802,616 2,221,977
2.2.1 Murabaha receivable - gross 222 2,903,151 2,355,357
Less: Deferred murabaha income 22.4 (65,167) (68,180)
Profit receivable shown in other assets (35,368) (65,200)
Murabaha financings 2,802,616 2,221,977
2.2.2 The movement in Murabaha financing during the year is as follows:
Opening balance 2,221,977 1,576,557
Sales during the year 9,188,782 5,626,772
Adjusted during the year (8,608,143) (4,981,352)
Closing balance 2,802,616 2,221,977
2.2.3 Murabaha sale price 2,903,151 2,355,357
Murabaha purchase price (2,802,616) (2,221,977)
100,535 133,380
2.2.4 Deferred murabaha income
Opening balance 68,180 4,775
Arising during the year 343,369 128,605
Less: Recognised during the year (346,382) (65,200)
Closing balance 65,167 68,180
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3 DEPOSITS 2020 2019
In local In foreign Total In local In foreign Total
currency || currencies currency currencies
——————————————————————————————————————————— Rupees'000 -----=======mmmmmmmm oo
Customers
Current deposits 82,149,540  8.468.757 90,613,297 39,861,058 2,880,515 42,741,573
Savings deposits 95,053,032 6,078,395 101,131,427 39,370,669 845,567 40,216,236
Term deposits 45,612,885 245,025 45,857,910 20,396,083 360,828 20,756,911
222,815,457 14,787,177 237,602,634 99,627,810 4,086,910 103,714,720
Financial institutions
Current deposits 171,270 78 171,348 59,427 7,661 67,088
Savings deposits 8,426,214 7,646 8,433,860 || 11,988,892 - 11,988,892
Term deposits 1,883,050 - 1,883,050 3,443,800 - 3,443,800
10,480,534 7,724 10,488,258 15,492,119 7,661 15,499,780
233,295,991 14,794,901 248,090,892 115,119,929 4,094,571 119,214,500
2020 2019
————————————— Rupees '000------------
3.1 Composition of deposits
- Individuals 57,681,907 30,349,844
- Government / Public Sector Entities 3,042,771 3,857,189
- Banking Companies 8,161 2,008,491
- Non-Banking Financial Institutions 10,480,098 13,491,289
- Private Sector 176,877,955 69,507,687
248,090,892 119,214,500

3.2 This includes deposits eligible to be covered under insurance arrangements amounting to Rs 186.325 billion (2019:
Rs. 81.281 billion).

2020 2019
------------- Rupees '000------------
4 CHARITY FUND
Opening balance 13,567 7,070
Additions during the year
Received from customers on account of delayed payment 33,907 17,109
Other Non-Shariah compliant income 755 364
Profit on charity saving account 841 1,024
35,5083 18,497
Payments / utilisation during the year
Education 18,000 3,000
Health 5,000 3,000
Social work = 6,000
23,000 12,000
Closing balance 26,070 13,567
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2020 2019
————————————— Rupees '000------------
Donee wise details of charity disbursements over Rs 0.5 million;
Pink Ribbon Pakistan 5,000 -
Institute of Business Administration CEIF 8,000 -
Lahore University of Management Sciences 10,000 -
Saylani Welfare Trust - 1,000
Alamgir Welfare Trust - 4,000
Bait-us-Salam Welfare Trust - 1,000
Pakistan Children's Heart Foundation - 3,000
The Citizen Foundation = 3,000
There were no charity disbursement to related parties of the Group.
5 ISLAMIC BANKING BUSINESS UNAPPROPRIATED PROFIT
Opening balance 2,794,403 2,231,877
Add: Islamic Banking profit for the year 4,276,170 922,174
Less: taxation (1,667,707) (359,648)
Closing balance 5,402,866 2,794,403
6 CONTINGENCIES AND COMMITMENTS
Guarantees 12,003,581 5,104,218
Commitments 50,760,337 14,245,313
62,763,918 19,349,531
7 PROFIT / RETURN EARNED OF FINANCING, INVESTMENTS AND PLACEMENT
Profit earned on:
Financing 14,265,314 12,001,983
Investments 4,063,371 3,603,080
18,328,685 15,605,063
8 PROFIT ON DEPOSITS AND OTHER DUES EXPENSED
Deposits and other accounts 5,685,554 4,776,217
Other short term borrowings 2,141,814 5,138,031
Lease liability against right-of-use assets 753,514 612,110
8,580,882 10,526,358
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9 POOL MANAGEMENT

The Group's Islamic Banking Division (FBL IBD) has maintained the following pools:

Vi.

Vil

viil.

iX.

'General Pool' for local and foreign currency deposits;
‘Islamic Export Refinance Pool';

‘Treasury Musharaka Pool';

FBL 'Islamic Investment Pool' (Mudarabah based);
FBL ‘'Islamic Saving Pool' (Mudarabah based);

FBL 'Special PKR 1-year BIC pool’;

FBL 'Islamic Equity Pool’;

Haj Musharaka Pool'; and

Treasury Pool

Key features and risk & reward characteristics of all pools

The 'General Pool' for both local and foreign currency is catered for all Group’s Islamic depositors and provide profit /
loss based on Mudarabah and Musharaka.

The IERS Pool caters the 'Islamic Export Refinance' requirements based on the guidelines issued by the SBP.

The "Treasury Musharaka Pool' is to provide Shariah compliant mechanism for Interbank Money Market transactions
and manage the liquidity position of Group’s IBD statement of financial position by creating individual pools against
each Group’s Islamic money market deals.

The Group’s Islamic investment certificate pools are created to cater the needs of high net worth clients.
The Group’s Islamic saving pools are created to cater the needs of high net worth clients / institutions.
Special PKR 1 Year Pool was launched to build a stable long-term deposit book.

The Group’s Islamic equity pool is created to mainly cater the funding requirement of project / long term financing
assets during non accrual period.

The Haj Musharaka pool is created to give returns to Ministry of religious affairs deposits.
The Treasury Mudarabah Pool is created to cater the liquidity requirement of the Group.

The risk characteristics of each pool mainly depends on the asset and liability profile of each pool.
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9.1 Profit / (loss) distribution to depositor's pool

Parameters used for allocation of profit, charging expenses and provisions etc. along with a brief description of their
major components:

Gross income generated from relevant assets, calculated at the end of the month is first divided between Group’s Islamic
and investors / depositors in the ratio of Group’s Islamic equity commingled in a pool on pro rata basis, and then
amongst Group’s Islamic and the depositors as per agreed mudarib fee and weightages declared before start of a
month, respectively. All Mudarabah and Musharaka based deposits are fully invested in respective Pools to produce
returns for them. In case where Group’s Islamic is unable to utilise all funds available for investment, priority is given to
the deposit account holders.

All remunerative accounts such as saving accounts, investment certificates, business kamil accounts, etc. are opened on
the basis of Mudarabah, Musharaka, Wakalah or a combination of Mudarabah and Musharaka. The return on these
deposits is calculated on the basis of Profit and Loss sharing (PLS). Unless specified, all remunerative local currency and
foreign currency deposits are taken as General Mudarabah and Musharaka pool.

Profit share is determined by using weightages and profit sharing ratio assigned to each category of deposit within a
pool. These weightages and profit sharing ratios are declared by FBL Islamic in compliance with the requirements of the
Shariah and the SBP.

The allocation (of income and expenses to different pools) is based on pre-defined basis and accounting principles /
standards. The direct expenses are charged to respective pool. The indirect expenses including the establishment cost
are borne by Group’s Islamic as Mudarib. The direct expenses charged to the pool include depreciation of ljarah assets,
cost of sales of inventories, insurance / takaful expenses of pool assets, stamp fee, documentation charges, brokerage
fee for the purchase of securities / commaodities, impairment / losses due to physical damages to specific assets in pools
etc. Provisions against any non-performing assets of the pool are not passed on to the pool except on the actual loss /
write-off of such non-performing asset and suspension of income against non-performing assets. The profit of the pool is
shared between the members of the pool on pre-defined mechanism based on the weightages announced before the
profit calculation period.

. 2020 2019
Particulars
Rupees '000 |  Percent Rupees '000 |  Percent

- Mudarib share amount and percentage of distributable income 4,665,380 41.75 2,882,629 27.46
- Amount and percentage of Mudarib share transferred

to depositors through Hiba 513,534 11.01 930,083 32.27
- Profit rate earned (annualised) - 7.2 - 10.68
- Profit rate distributed (annualised) - 3.4 - 7.33
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Consumer Grievances Handling
Mechanism

With the vision to ‘Be the leading Islamic Bank in Pakistan’, Faysal Bank believes in making continuous efforts
towards enhancing Customer Experience across touchpoints, such as but not limited to; branch banking,
contact centre, digital channels. It is our differentiating value to proactively anticipate our customers’ needs and
wants and modify our experience accordingly to provide service going above-and-beyond.

We at Faysal Bank believe in providing impeccable experience to our customers throughout the lifecycle. As part
of our service excellence mandate, we have established pillars of visibility, accountability, customer feedback
and grievance handling, which enables us to better empathize with the raw customer experience and put our
efforts towards enhancing it at every step.

It is our priority to ensure that the bank’s conduct with its customers is in a fair and transparent manner,
imparting awareness to take informed decisions and at the same time delivering upon our committed standards.
With this resolve, the bank has been investing in the best technologies to improve not only the Service Delivery
& Digital Experience, but also enable provisions to gauge key internal performances while ensuring critical
processes are measured via a thorough optimization cycle.

To meet our pledge of rendering the best in class service, we have implemented the following initiatives; resulting
in optimal customer experience:

Consumer Protection Policy: In order to inculcate customer centricity in the culture and dynamics of Fayal Bank,
we have framed an extensive consumer protection policy, which outlines comprehensive guidelines for customer
management throughout the customer journey, and product lifecycle.

Voice of Customer Program: The In-house Voice of Customer (VoC) program enables us to capture customers’
feedback, requirements, and expectations via surveys and other strategic initiatives. The program gathers
customer feedback on all available customer touchpoints to capture customers’ satisfaction on bank’s
services/products/processes/digital offerings/brand equity/lifestyle and Complaints through telephonic
interviews of our valued customers.

Service Standards Monitoring Spectrum: The bank has a robust process monitoring platform that spans across
various products, channels including but not limited to Digital Channels, Branch Banking, Consumer Finance,
Centralized Operations and support segments with an aim to identify gaps resulting in high turnaround times
while driving efforts to meet our committed service standards.

Knowledge Initiatives: We drive a robust knowledge enhancement program focused towards increasing our staff
awareness levels on products, processes and customer handling techniques. To inculcate the service mind-set,
not only we take the contemporary approach, but we also utilize mediums such as Service Snippets, infograms,
online portal, etc.

Process Optimization: Process Optimization at Customer Experience thoroughly keeps in lens all the facts and
figures emanating from Complaint Management Unit and the platforms mentioned above and yields strategies
and plans to make the experience better for our customers.

Complaint Management Unit: The automated Complaint Resolution system at Faysal Bank is to ensure due
diligent complaint closures while maintaining high FTC (Fair Treatment of Customers) standards.
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In 2020, the bank directly received a total of 103,733 complaints which were resolved in an average time of 6 working
days. In addition, we at Faysal Bank conduct thorough root cause analysis to facilitate/drive continuous improvement
in tandem with the business and product management teams via various avenues as elaborated above.

Customer Satisfaction Surveys: At Faysal Bank, we conduct frequent Customer Satisfaction Surveys from
renowned vendors in order to get a validated external view on the customer experience aspect of various
product suites.

Market Competition Scan: With the resolve to understand the key drivers behind industry best practices, both
locally and internationally, Faysal bank continuously carries out competitive scans on various service standards
and process journeys.

Video Mystery Shopping Program: We have a robust and unique Video Mystery Shopping Program (VMSP),
which is conducted by an external independent agency through concealed recording devices and objectively
captures the realities of a customer’s experience. Especially designed to capture a range of aesthetics and
customer interactive elements, with a view to identify weak areas and validate strengths. This program is a
testament to our customer commitment where the bank continuously seeks ways to improve the customer
experience with a 360-degree view.
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Pattern of Shareholding

As on December 31, 2020

Number of Total Number of Total
Shareholding Slab Shareholding Slab
Shareholders s e Shares Held Shareholders el el Shares Held

4027 100 117,034 135001 140000 819,576
5696 101 to 500 | 1,699,046 3 140001 to 145000 428,795
1386 501 to 1000 | 1,000,161 7 145001 to 150000 | 1,029,930
3458 1001 to 5000 | 9,174,982 4 150001 to 155000 607,317
679 5001 to 10000 | 4,843,207 2 155001 to 160000 315,892
308 10001 to 15000 | 3,778,316 4 160001 to 165000 652,478
157 15001 to 20000 | 2,789,000 2 165001 to 170000 337,947
96 20001 to 25000 | 2,180,735 3 170001 to 175000 517,017
64 25001 to 30000 | 1,780,902 3 175001 to 180000 534,224
43 30001 to 35000 | 1,394,370 3 180001 to 185000 548,297
27 35001 to 40000 | 1,016,198 1 185001 to 190000 187,882
27 40001 to 45000 | 1,147,807 1 190001 to 195000 192,050
31 45001 to 50000 | 1,505,082 3 195001 to 200000 596,681
20 50001 to 55000 | 1,038,664 1 205001 to 210000 205,861
21 55001 to 60000 | 1,210,609 1 220001 to 225000 225,000
19 60001 to 65000 | 1,187,431 6 225001 to 230000 | 1,371,487
14 65001 to 70000 943,957 2 240001 to 245000 486,549
13 70001 to 75000 943,109 2 250001 to 255000 504,466

11 75001 to 80000 847,977 3 255001 to 260000 774,951

9 80001 to 85000 741,605 2 260001 to 265000 524,449

11 85001 to 90000 962,525 1 275001 to 280000 276,764
12 90001 to 95000 | 1,118,083 1 280001 to 285000 280,947
13 95001 to 100000 | 1,290,179 6 295001 to 300000 | 1,792,720

4 100001 to 105000 411,259 1 300001 to 305000 303,600

3 105001 to 110000 325,112 1 305001 to 310000 308,283

8 110001 to 115000 902,763 1 310001 to 315000 313,124

3 115001 to 120000 363,869 1 325001 to 330000 327,000

7 120001 to 125000 863,175 2 340001 to 345000 688,640

4 125001 to 130000 512,792 1 345001 to 350000 350,000

8 130001 to 135000 | 1,055,709 1 355001 to 360000 355,214
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As on December 31, 2020

Number of
Shareholders

Total
Shareholding Slab

370001
375001
390001
395001
405001
410001
415001
430001
440001
495001
500001
505001
510001
545001
575001
590001
605001
655001
665001
685001
710001
725001
740001
770001
775001
830001
850001
910001
920001
950001

to
to
to
to
to
to
to
to
to
to
to
to
to
to
to
to
to
to
to
to
to
to
to
to
to
to
to
to

to

375000
380000
395000
400000
410000
415000
420000
435000
445000
500000
505000
510000
515000
550000
580000
595000
610000
660000
670000
690000
715000
730000
745000
775000
780000
835000
855000
915000
925000
955000

371,750
750,622
390,078
400,000
813,613
824,723
420,000
433,000
440,738
1,992,818
504,625
506,000
510,350
545,290
580,000
1,184,256
605,746
655,971
669,000
1,377,962
713,787
730,000
740,500
774,812
779,506
832,380
854,500
910,800
924,000
950,346

Number of
Shareholders

Total
Shareholding Slab

970001

975001

985001

995001

1020001
1035001
1065001
1090001
1095001
1165001
1245001
1305001
1370001
1480001
1495001
1510001
1535001
1615001
1625001
1700001
1770001
1785001
1995001
2065001
2430001
2495001
2540001
2745001
2765001

2845001

to
to
to
to
to
to
to
to
to
to
to
to
to
to
to
to
to
to
to
to
to
to
to
to
to
to
to
to

to

975000

980000

990000
1000000
1025000
1040000
1070000
1095000
1100000
1170000
1250000
1310000
1375000
1485000
1500000
15615000
1540000
1620000
1630000
1705000
1775000
1790000
2000000
2070000
2435000
2500000
2545000
2750000
2770000
2850000
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971,947

975,855

986,000
2,000,000
1,021,381
1,035,039
1,065,130
1,092,699
1,100,000
1,168,091
1,250,000
1,309,907
1,371,500
1,481,633
1,500,000
1,610,500
1,636,390
1,620,000
1,630,000
1,701,500
1,772,025
1,788,187
2,000,000
2,069,211
2,433,000
2,500,000
5,084,410
2,749,162
2,766,500
2,846,000



As on December 31, 2020

Total Number of Total
Shareholding Slab Shareholding Slab
L8 S Lol Shares Held Shareholders Sl ilaias Shares Held

Number of
Shareholders
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2890001
2945001
3200001
3235001
3540001
3590001
4090001
4580001
4705001
4720001
5100001
5735001
6090001
7040001
7085001
8610001

to
to
to
to
to
to
to
to
to
to
to
to
to
to

to

2895000
2950000
3205000
3240000
3545000
3595000
4095000
4585000
4710000
4725000
5105000
5740000
6095000
7045000
7090000
8615000

2,890,047
2,948,419
3,204,539
3,237,000
3,543,320
3,593,500
4,091,328
4,580,509
4,710,000
4,724,429
5,100,943
5,737,890
6,090,780
7,043,665
7,086,648
8,613,926

1
1

8745001
9345001
10425001
12445001
14865001
15795001
25670001
38565001
40070001
41115001
41825001
49805001
64195001
80365001
128395001
721315001

to
to
to
to
to
to
to
to
to
to
to
to
to
to

to

8750000
9350000
10430000
12450000
14870000
15800000
25675000
38570000
40075000
41120000
41830000
49810000
64200000
80370000
128400000
721320000

8,747,500
9,348,000
10,429,000
12,448,000
14,868,185
15,796,000
25,672,975
38,565,071
40,071,325
41,118,677
41,827,596
49,809,259
64,198,605
80,368,941
128,397,218
721,317,291

16356 1,617,696,525



Combined Pattern of CDC
& Physical Shareholding

As on December 31, 2020

Category | Categories of Shareholders Category Number of | Category Wise | Percentage %
No. Wise No. of | Shares Held | Number of
Shareholders Shares Held
1 Associated Companies, undertakings

and Related Parties
lthmaar Bank B.S.C 721,317,291

8,050,432.40*
Faisal Finance (Luxembourg) S.A. 128,397,218

1,433,007.45*
MFAI (Jersey) Limited 38,565,071

6 430,414.95° 1,093,842,653 72.07
MFAI (Jersey) Limited 49,809,259
555,907.80*
DMI (Jersey) Limited 64,198,605
716,505.31*
State Life Insurance Corporation of Pakistan 80,368,941
2 Mutual Funds

CDC - TRUSTEE MCB PAKISTAN
STOCK MARKET FUND 2,542,500
CDC - TRUSTEE PICIC INVESTMENT FUND 236
CDC - TRUSTEE JS LARGE CAP. FUND 346
CDC - TRUSTEE ATLAS STOCK MARKET FUND 5,100,943
CDC - TRUSTEE ALFALAH GHP VALUE FUND 900
CDC - TRUSTEE AKD INDEX TRACKER FUND 90,180
CDC - TRUSTEE AKD OPPORTUNITY FUND 3,593,500
CDC - TRUSTEE NBP STOCK FUND 4,091,328
CDC - TRUSTEE ASKARI ASSET ALLOCATION FUND 50,000
CDC - TRUSTEE HBL MULTI - ASSET FUND 81,500
CDC - TRUSTEE ALFALAH GHP STOCK FUND 4,840
CDC - TRUSTEE ALFALAH GHP ALPHA FUND 22 287 18,561,730 1.22
CDC - TRUSTEE NIT-EQUITY MARKET
OPPORTUNITY FUND 496,818
CDC - TRUSTEE ABL STOCK FUND 192
MCBFSL - TRUSTEE PAK OMAN ADVANTAGE
ASSET ALLOCATION FUND 58,500
CDC - TRUSTEE FIRST CAPITAL MUTUAL FUND 27,743
CDC - TRUSTEE UBL RETIREMENT
SAVINGS FUND - EQUITY SUB FUND 4,411

CDC - TRUSTEE NATIONAL
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Category | Categories of Shareholders Category Number of Category Wise | Percentage %
No. Wise No. of | Shares Held | Number of
Shareholders Shares Held

INVESTMENT(UNIT) TRUST 1,035,039

CDC - TRUSTEE NBP FINANCIAL SECTOR FUND 1,021,381

CDC - TRUSTEE UBL FINANCIAL SECTOR FUND 34,000

CDC - TRUSTEE UBL DEDICATED EQUITY FUND 86

CDC - TRUSTEE ALLIED FINERGY FUND 327,000
3 Directors and their Spouse(s) and Minor Children

Farooq Rahmatullah Khan 12 1,427

Ahmed Abdulrahim Mohamed Abdulla Bucheery 723

Mian Muhammad Younis 726

Juma Hasan Ali Abul 723

Imtiaz Ahmad Pervez 133,344

Abdulelah Ebrahim Mohamed AlQasimi 575 25,812,323 1.70

Abdulla Abdulaziz Ali Taleb 575

Ali Munir 755

Fatima Asad Khan 500

Mohsin Tariqg 25,672,975

Yousaf Hussain - - - -
4 Executives 7 144,202 144,202 0.01
5 Public Sector Companies and Corporations 12 156,799 156,799 0.01
6 Banks, Development Finance Institutions,

Non-Banking Finance Companies, 25 49,389,438 49,389,438 3.25

Insurance Companies, Takaful, Modarabas

and Pension Funds.
7 Foreign Investors 40 25,288,357 25,288,357 1.67
8 General Public 16,096 222,386,738 222,386,738 14.65
9 Others 136 82,114,285 82,114,285 5.41

Total 16,356 1,517,696,525 100.00

412 | Faysal Bank

Total Paid-up Capital
5% of the Paid-up Capital

1,517,696,525 Shares
75,884,826 Shares



As on December 31, 2020

S. No. | Shareholders Holding 5% or more No. of Percentage %
voting rights in the listed company Shares Held

1 lthmaar Bank B.S.C 721,317,291 48.06
8,050,432.40*

2 Faisal Finance (Luxembourg) S.A. 128,397,218 8.55
1,433,007.45*

3 MFAI (Jersey) Limited 88,374,330 5.89
986,322.75*

4 State Life Insurance Corporation of Pakistan 80,368,941 5.30

* These represent shares in respect of withholding tax on bonus shares issued by the Bank. These shares have not been
released by the Bank to the Government Treasury based on Petition filed with Honorable High Court of Sindh.
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Combined Pattern of CDC
& Physical Shareholding

As on December 31, 2020

Category | Categories of Shareholders No. of No. of Percentage %
No Shareholders | Shares Held
1 Associated Companies, undertakings & Related Parties 6 1,093,842,653 72.07
2 Mutual Funds 22 18,561,730 1.22
3 Directors and their spouse(s) and minor Children 12 25,812,323 1.70
4 Executives 7 144,202 0.01
5 Public Sector Companies and Corporations 12 156,799 0.01
6 Banks, Development Finance Institutions,
Non-Banking Finance Companies, 25 49,389,438 3.25
Insurance Companies, Takaful, Modarabas
& Pension Funds.
7 Foreign Investors 40 25,288,357 1.67
8 General Public 16,096 222,386,738 14.65
9 Others 136 82,114,285 5.41
Total 16,356 1,517,696,525 100
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Code of Conduct

Faysal Bank’s reputation is a priceless asset that each of us is responsible for maintaining. Our reputation not only
affects whether or not someone will be our customer; it also determines whether we are proud to be associated
with this organization — how we feel about coming to work.

The Code of Conduct is designed to guide the personal business ethics of all of us. It applies to every employee of
Faysal Bank Limited and each of its subsidiaries. In addition, other persons performing services for the Company
may be subject to the Code by contract or agreement. Employees are expected to read this document promptly
upon receiving it. Employees also are expected to read and understand the Company policies that relate to
sections of this Code.

Individual business units or staff groups may issue additional policies that provide more specific guidance about
certain practices related to those particular businesses. Employees should speak with their leader for more
information about any additional policies that may pertain to employees.

In addition to the ethical guidelines included in the Code, Employees must comply with the requirements of all
applicable laws and regulations. This is mandatory for everyone and is not subject to business priorities or
individual discretion.

Adherence to the Bank’s Code of Conduct is a condition of employment. All employees are required to comply
with the Code, and no waivers from its coverage may be granted.

Faysal Bank’s Code of Conduct covers the following areas:

. Business Ethics and Compliance with Law;
. Treatment of Employees and Others;

. Relations with Regulators;

 Relations with Customers;

. Employees’ Duty of Non-Disclosure & Tipping Off;
. Confidentiality;

. FBL Employee Reporting Responsibilities;
. Insider Trading;

. Speculative Dealing;

. Conflict Of Interest;

. Personal Investment Policy;

. External Functions;

. Books and Records — Accuracy and Completeness;
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. Protection and Proper Use Of Bank’s Property;

. Gifts and Entertainment;

« Confidential Information and Trade Secrets;

. Breaches & Disciplinary Action;

« Code of Conduct for Sales Staff;

- Marketing Research Communication and Complaints;

- Media and Advertising;

. Client Acceptance and Anti Money Laundering (CAAML) - Compliance Policy;

. Insider Dealing;

. Client Confidentiality & Conflicts Of Interest;
- Whistle Blowing;

. Disciplinary Action;

. Fraud & Forgeries; and

- The Protection against Harassment of Women at the Workplace.

The Bank’s complete Code of Conduct can be accessed at https://www.faysalbank.com/en/about-us/.
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Notice of the Twenty Sixth
Annual General Meeting

Notice is hereby given that the 26th Annual General Meeting (“AGM”) of Faysal Bank Limited (“FBL”) will be held on March 29,
2021 at 11:30 a.m. virtually through video link.

ORDINARY BUSINESS:
1. To confirm the minutes of the 25th Annual General Meeting held on May 14, 2020.
2. To receive and adopt Unconsolidated & Consolidated Financial Statements and Statement of Compliance with Code

of Corporate Governance of FBL for the year ended December 31, 2020 together with the Directors’ and Auditors’
Reports thereon.

3. To appoint External Auditors for the ensuing financial year 2021 at Rs. 11,504,000 (excluding out of pocket expenses
and sales tax) for the audit fee, review and certifications. The present Auditors, A.F. Ferguson & Company, Chartered
Accountants, being eligible, offer themselves for re-appointment.

4. Any other business with the permission of the Chair.
SPECIAL BUSINESS:
5. To approve deletion and addition the following clauses of the Revised Memorandum & Articles of Association

(MOA) of the Bank as per State Bank of Pakistan and Securities & Exchange Commission of Pakistan directives
and in that connection to pass the following resolutions as Special Resolutions, with or without modification,
addition or deletion.

“RESOLVED that the deletion of Clause 117 of the Articles of Association, as mentioned below, as per directives of
the State Bank of Pakistan be and hereby is approved as recommended by the Board of Directors.”

“Directors may contract with the Company: Subject to authorization being given by the
Directors in accordance with these Articles and Section 183 (2) of the Act, a Director shall not be disqualified from
contracting with the Company either as vendor, purchaser or otherwise, nor shall any such contract or
arrangement entered into by or on behalf of the Company with any company or partnership in which any Director
of the Company shall be a member or partner or otherwise interested be avoided, nor shall any such Director so
contracting or being such member or so interested be liable to account to the Company for any profit realized by
any such contract or arrangement by reason of such Director holding that office or of the fiduciary relation thereby
established.”

“RESOLVED that the addition of the words “subject to the approval of the State Bank of Pakistan if so required” in the
object Clause 3(ii) of Memorandum of Association as per the directives and guidance of the Securities & Exchange
Commission of Pakistan, as mentioned below, be and hereby is approved as recommended by the Board of
Directors.”

Clause 3 (i) Memorandum of Association

“Except for the businesses mentioned in sub-clause (i) here under, the Company shall engage in all the lawful
businesses and shall be authorized to take all necessary steps and actions in connection therewith and ancillary
thereto, subject to the approval of State Bank of Pakistan, if so required”
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FURTHER RESOLVED "that the Chief Executive Officer and or Company Secretary of the Bank be and are hereby
singly authorized and empowered to give effect to the above resolutions effect any amendments as may be required
by Regulators and to do all acts, deeds and things that may be necessary or required and to sign such documents
and take such steps from time to time as and when necessary".

6. To Consider and approve the amount of remuneration paid to the Non-Executive/Independent Directors of FBL
during the year 2020 for attending the Board/Sub-Committees Meetings and in that connection to pass the
following resolution as Special Resolution, with or without modification, addition or deletion.

“RESOLVED that the remuneration paid to the Chairman, Non-Executive and Independent Directors of Faysal
Bank Limited for attending Board meetings and meetings of the Board Committees i.e. Recruitment, Nomination
and Remuneration Committee; Board Risk Management Committee; Board Audit & Corporate Governance
Committee; Board Strategy Committee and Board IT Committee as disclosed in Note No. 38.2 of the Annual
Audited Unconsolidated Financial Statements of the Bank for the year ended December 31, 2020 is submitted to
the shareholders for approval on a post facto basis, be and is hereby approved.”

7. To Consider and approve revised scale of Remuneration to be paid to the each Non-Executive/Independent
Directors of FBL for attending the Board Sub-Committee Meetings and in that connection to pass the following
resolution as an Special Resolution, with or without modification, addition or deletion:

“RESOLVED that the revised scale of the remuneration will be paid PKR 800,000/- to the Non-Executive and
Independent Directors as Chairman and Members of all Board Sub-Committees of Faysal Bank Limited and
Chairman of the Committee will get 20% additional, is submitted to the shareholders for approval as
recommended by the Board of Directors, be and is hereby approved.

8. To transact any other Business with the permission of the Chairman.
By the order of the Board
Karachi dated: March 05, 2021

Aurangzeb Amin
Company Secretary & Head of Legal

Notes:

1. The Share Transfer Books of the Bank shall remain closed from March 22, 2021 to March 29, 2021 (both days
inclusive). Transfer received at the Share Registrar of the Bank, by the close of business on March 19, 2021 will be
treated in time.

2. A member entitled to attend and vote at the Meeting may appoint another person as per his/her proxy to attend and
vote for him/her provided that a corporation may appoint as its proxy a person who is not a member, but is duly
authorized by the corporation. Proxies must be received at the Registered Office of the Bank not later than 11:30 a.m.
on March 25, 2021.

3. Participation in the AGM through Video link:

In view of the prevailing situation of Pandemic Covid-19, particularly in the wake of its second wave and concerning
the well-being of the participants of the AGM, this General Meeting is being conducted as per guidelines circulated by
SECP vide it's Circular No. 4 of 2021 dated February 15, 2021. Accordingly, the following arrangements have been
made by the Bank to facilitate the participation of the shareholders in the AGM through video link facility, either in-
person or through appointed proxies:
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The shareholders interested to participate through video link are requested to please provide below information at
Email: cdesr@cdcsrsl.com and Whatsapp No. 0321-8200864 at the earliest but not later than close of business on
March 26, 2021.

Folio/CDC Account No. Name CNIC No. Cell No Email Address

Please note that video link and login credentials will be shared with only those members / designated proxies whose
e-mail and other required information are received in required time as mentioned above.

a) Video-link for the meeting will be sent to members at their provided email addresses enabling them to attend the
meeting on the given date and time.

b) Login facility will be opened thirty (30) minutes before the meeting time to enable the participants to join the
meeting after the identification process. Shareholders will be able to login and participate in the meeting
proceedings through their devices after completing all the formalities required for the identification and verification
of the shareholders.

c) Shareholders may send their comments and suggestions relating to the agenda items of the AGM at least two
(2) working days before the meeting, at the given email address cdcsr@cdcsrsl.com WhatsApp on
0321-8200864. Shareholders are requested to mention their full name, CNIC # and Folio/CDC Account # for this
purpose.

d) Shareholders are encouraged to participate in the meeting to consolidate their attendance and participation
through proxies.

Reason to not hold the AGM physically:

As per the current reports Covid-19 is once again surging in Pakistan. Moreover, the travel restrictions applicable
especially to the foreign Directors are still in place. Therefore, keeping in view the SECP Circular No. 6 of 2021 dated
March 3, 2021, and to adopt a cautious approach for all the respected shareholders, it has been decided that the
instant AGM will be held through electronic means only for which all the necessary facilitations will be provided.

CDC Account Holders will further have to follow the under mentioned guidelines as laid down in Circular 1 dated
January 26, 2000 issued by the Securities and Exchange Commission of Pakistan.

For attending the Meeting:

i) In case of individuals, the account holder or sub-account holder and/or the person whose securities are in group
account and their registration detail are uploaded as per the regulations, shall authenticate his/her identity by
showing his/her original Computerized National Identity Card (CNIC) or original passport at the time of attending
the Meeting.

i) In case of corporate entity, the Board of Directors’ resolution/power of attorney with specimen signature of the
nominee shall be produced (unless it has been provided earlier) at the time of Meeting.
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B. For appointing proxies:

i) In case of individuals, the account holder or sub-account holder and /or the person whose securities are in
group account and their registration details are uploaded as per the regulations, shall submit the proxy form as
per the above requirement.

i) The proxy form shall be witnessed by two persons whose names, addresses and CNIC numbers shall be
mentioned on the form.

i) Attested copies of CNIC or the passport of the beneficial owners and the proxy shall be furnished with the proxy
form.

iv) The proxy shall produce his/her original CINC or original passport at the time of the Meeting.

v) In case of corporate entity, the Board of Directors’ resolution/power of attorney with specimen signature shall be
submitted (unless it has been provided earlier) along with proxy form to the Company.

6. Members are required to timely notify any change in their address to their respective Participants (if shares are held
electronically) or to the Share Registrar of the Bank (if shares are held in physical form) M/s. CDC Share Registrar
Services Limited, CDC House, 99-B, Block-B, S.M.C.H.S., Main Shahrah-e-Faisal, Karachi.

7. Availability of Audited Financial Statements on Company's Website

The Company has placed the Audited Annual Financial Statements for the year ended December 31, 2020 along
with Auditor’s and Director’s Reports thereon on its website: www.faysalbank.com

8. Transmission of Financial Statements to the Members through e-mail

In pursuance of SECP natification S.R.O 787 (/2014 dated September 08, 2014, the companies have been allowed
to circulate their Annual Balance Sheet and Profit and Loss Account, Auditor's Report and Director's Report (Annual
Financial Statements) along with Notice of Annual General Meeting (Notice) through e-mail to the members of the
Company. Members desiring to avail this facility may provide the requisite information to the Company Share
Registrar, M/s. CDC Share Registrar Services Limited, CDC House, 99-B, Block-B, S.M.C.H.S., Main Shahrah-e-
Faisal, Karachi for which form may be downloaded from the Company's website: www.faysalbank.com

STATEMENT OF MATERIAL FACTS UNDER SECTION 134(3) OF THE COMPANIES ACT, 2017 IN
RESPECT OF SPECIAL BUSINESS

Agenda Item No. 5:

To approve deletion and addition the following clauses of the Revised Memorandum & Articles of Association (MOA) of
the Bank as per Sate Bank of Pakistan and Securities & Exchange Commission of Pakistan directives and in that
connection to pass the following resolutions as Special Resolutions, with or without modification, addition or deletion.

The revised Memorandum & Articles of Association (MOA) of Faysal Bank Limited (FBL) in line with the provisions of the
Company Act, 2017 and Code of Corporate Governance 2019 were approved by the Shareholders in its 25th Annual
General Meeting held on May 14, 2020

Thereafter, the revised MOA was submitted to the State Bank of Pakistan (SBP) for approval under Section 89 of the
Banking Companies Ordinance, 1962 for approval. SBP whilst according “No Objection” to the revised MOA directed to
delete the Article 117 of the Articles of Association as it was not in consonance with the Prudential Regulations along with
seeking approval of the said deletion in the forthcoming AGM of the shareholders.
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Also, the Securities and Exchange Commission of Pakistan (SECP) whilst allowing the amended Object Clause 3(ii) of the
revised Memorandum of FBL directed to add the words “subject to the approval of the State Bank of Pakistan”. The said
addition in Clause 3(ii) of the Memorandum has already been affected as per the direction of SECP. However, upon further
consideration SECP allowed adding the words “if so required” with the approval of the shareholders.

Accordingly, keeping view the directions of SBP and SECP, the shareholders are requested to consider and approve the
below mentioned resolutions:

“RESOLVED that the deletion of Clause 117 of the Articles of Association, as mentioned below, as per directives of
the State Bank of Pakistan be and hereby is approved.”

“Directors may contract with the Company: Subject to authorization being given by the
Directors in accordance with these Articles and Section 183 (2) of the Act, a Director shall not be disqualified from
contracting with the Company either as vendor, purchaser or otherwise, nor shall any such contract or
arrangement entered into by or on behalf of the Company with any company or partnership in which any Director
of the Company shall be a member or partner or otherwise interested be avoided, nor shall any such Director so
contracting or being such member or so interested be liable to account to the Company for any profit realized by
any such contract or arrangement by reason of such Director holding that office or of the fiduciary relation thereby
established.”

“RESOLVED that the addition of the words “subject to the approval of the State Bank of Pakistan if so required” in
the object Clause 3(iij of Memorandum of Association as per the directives and guidance of the Securities &
Exchange Commission of Pakistan, as mentioned below, be and hereby is approved.”

Clause 3 (ii) Memorandum of Association

“Except for the businesses mentioned in sub-clause (jii) here under, the Company shall engage in all the lawful
businesses and shall be authorized to take all necessary steps and actions in connection therewith and ancillary
thereto, subject to the approval of State Bank of Pakistan, if so required”

The above resolutions recommended by the Board of Directors in its 139th meeting held on February 18, 2021.

FURTHER RESOLVED "that the Chief Executive Officer and or Company Secretary of the Bank be and are hereby
singly authorized and empowered to give effect to the above resolutions effect any amendments as may be required
by Regulators and to do all acts, deeds and things that may be necessary or required and to sign such documents
and take such steps from time to time as and when necessary".

Agenda ltem No. 6:

To Consider and approve the amount of remuneration paid to the Non-Executive/Independent Directors of FBL during
the year 2020 for attending the Board/Sub-Committees Meetings and in that connection to pass the following
resolution as a Special Resolution, with or without modification, addition or deletion.

RESOLVED that the remuneration paid to the Chairman, Non-Executive and Independent Directors of Faysal Bank Limited
for attending Board meetings and meetings of the Board Committees i.e. Recruitment, Nomination and Remuneration
Committee; Board Risk Management Committee; Board Audit & Corporate Governance Committee; Board Strategy
Committee and Board IT Committee as disclosed in Note No. 38.2 of the Annual Audited Unconsolidated Financial
Statements of the Bank for the year ended December 31, 2020 is submitted to the shareholders for approval on a post facto
basis, be and is hereby approved.”
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Agenda ltem No. 7:

To Consider and approve revised scale of Remuneration to be paid to the each Non-Executive/Independent Directors of
FBL for attending the Board Sub-Committee Meetings and in that connection to pass the following resolution as an
Special Resolution, with or without modification, addition or deletion:

Board while considering the significant role to play and work load at the committee level has increased considerably
therefore, the Board of Directors recommended increasing the committee fees to PKR 800,000/- in its meeting held on
February 18, 2021. Further, the scale of the remuneration is in compliance of SBP Regulations. Accordingly, the members
are requested to consider and approve the following resolution as special resolution.

“RESOLVED that the revised scale of the remuneration will be paid PKR 800,000/- to the Non-Executive and Independent
Directors as Chairman and Members of all Board Sub-Committees of Faysal Bank Limited and Chairman of the Committee
will get 20% additional, is submitted to the shareholders for approval as recommended by the Board of Directors, be and is
hereby approved.”
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Form of Proxy

I/We of
a member
(s) of FAYSAL BANK LIMITED and holding ordinary shares,

as per Register Folio No. / Participant’s ID/CDC sub Account No.

hereby appoint Folio No. / Participant’s
ID/CDC sub Account No or
failing him/her of

as my / our proxy to vote and act for me / us on my / our behalf at the Annual General Meeting of the Bank will
be held on March 29, 2021 and at any adjournment thereof.

Signed day of , 2021
Witness:
1.
2. Revenue Stamp
Rs. 5/-
Signature of Member (s)
Notes

1. The Share Transfer Books of the Bank shall remain closed from March 22, 2021 to March 29, 2021 (both days
inclusive). Transfer received at the Shares Registrar of the Bank, by the close of business on March 19, 2021 will
be treated in time for attending Annual General Meeting will be held on March 29, 2021 at Karachi.

2. A member entitled to attend and vote at the Meeting may appoint another Member as per his/her proxy to
attend and vote for him/her provided that a corporation may appoint as its proxy a person who is not a member,
but is duly authorized by the corporation. Proxies must be received at the Registered Office of the Bank not less
than 48 hours before the time of the holding of the Meeting.



Members are required to timely notify any change in their address to Bank’s Shares Registrar M/s. CDC Share
Registrar Services Limited, CDC House, 99-B, Block-B, S.M.C.H.S., Main Shahrah-e-Faisal, Karachi.

CDC Account Holders will further have to follow the under mentioned guidelines as laid down in Circular 1 dated
January 26, 2000 issued by the Securities and Exchange Commission of Pakistan.

. For Attending the Meeting

In case of individuals, the account holder or sub-account holder and/or the person whose securities are in group
account and their registration detail are uploaded as per the regulations, shell authenticate his/her identity by
showing his/her original Computerized National Identity Card (CNIC) or original passport at the time of attending
the Meeting.

In case of corporate entity, the Board of Directors’ resolution/power of attorney with specimen signature of the
nominee shall be produced (unless it has been provided earlier) at the time of Meeting.

For Appointing Proxies
In case of individuals, the account holder or sub-account holder and /or the person whose securities are in
group account and their registration details are uploaded as per the regulations, shell submit the proxy form as

per the above requirement.

The proxy form shall be witnessed by two persons whose names, addresses and CNIC numbers shall be
mentioned on the form.

Attested copies of CNIC or the passport of the beneficial owners and the proxy shall be furnished with the proxy form.
The proxy shall produce his/her original CINC or original passport at the time of the Meeting.

In case of corporate entity, the Board of Directors’ resolution/power of attorney with specimen signature shall be
submitted (unless it has been provided earlier) along with proxy form to the Company.
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If undelivered please return to:

FAYSAL BANK LIMITED

Registrar:

M/s. Central Depository
Company of Pakistan Limited.
CDC House, 99-B, Block-B,

SMCHS, Main Shahrah-e-Faisal,

Karachi-74400

PABX: (92-21) 111 111 500
Fax: (92-21) 34326053

Tel: 021 111 06 06 06

www.faysalbank.com
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