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MONEY AND CULTURES

Take a look at worldwide cultures with us and explore the
interesting ways each society handles its personal finances.
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‘Pakistan

SAB SATH CHALEIN!

In Pakistan, money is managed collectively within the family
and elders make the financial decisions. Pakistanis spend big
on weddings and other family occasions and frequently
exchange gifts. People save for their children’s education,
wedding and buying their own house.
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VISION

To be the most innovative, customer centric, and responsible bank in Pakistan.

MISSION

Our mission is to be a world class bank providing innovative financial services to our
customers through a motivated team of professionals, supported by the latest technology,
whilst maintaining high ethical standards, creating value for all our stakeholders, and
contributing to the society through responsible and sustainable development.



Annual Report

COMPANY INFORMATION

Board of Directors

Mr. Adil Matcheswala

Mr. Khalilullah Shaikh

Ms. Nargis Ali Akber Ghaloo
Lt. Gen. Retd. Sadiqg Ali
Syed Mumtaz Ali Shah

Mr. Usman Yousaf Mobin
Mr. Basir Shamsie

Chairman
Independent Director*
Independent Director
Independent Director
Independent Director
Independent Director
President & CEO

Board Audit Committee
Ms. Nargis Ali Akber Ghaloo
Lt. Gen. Retd. Sadiqg Ali

Mr. Khalilullah Shaikh

Chairperson
Member
Member*

Board Human Resource, Remuneration &
Nomination Committee

Syed Mumtaz Ali Shah Chairman
Mr. Adil Matcheswala Member
Mr. Usman Yousaf Mobin Member

Board Risk Management Committee

Syed Mumtaz Ali Shah Chairman
Mr. Khalilullah Shaikh Member*
Lt. Gen. Retd. Sadiqg Ali Member
Mr. Basir Shamsie Member
Board IT Committee

Mr. Usman Yousaf Mobin Chairman
Ms. Nargis Ali Akber Ghaloo Member
Mr. Basir Shamsie Member

Chief Financial Officer
Mr. Amin Muhammad Virani**

Company Secretary & Head of Legal
Mr. Hasan Shahid**

Auditors

KPMG Taseer Hadi & Co.

Chartered Accountants

Sheikh Sultan Trust Building No. 2, Beaumont Road
Karachi.

Legal Advisors

Bawaney & Partners
Haidermota & Co.

Liaquat Merchant Associates

Share Registrar

CDC Share Registrar Services Limited
CDC House, 99 - B,

Block ‘B’,S.M.C.H.S.,

Main Shahra-e-Faisal,

Karachi.

Registered office

JS Bank Limited, Shaheen Commercial Complex
Dr. Ziauddin Ahmed Road

P.O. Box 4847, Karachi-74200, Pakistan

UAN: +92 21 111 JS Bank (572-265) 111-654-321
www.jsbl.com

* Mr. Khalilullah Shaikh was appointed as director of the Bank with effect from December 12, 2023 in place of
Mr. Shahnawaz Haider Nawabi, whose Fit and Proper Test (FPT) clearance was granted on February 06, 2024 by the

State Bank of Pakistan.

** Syed Adeel Ehtesham and Syed Muhammad Talib Raza have been appointed as Chief Financial Officer and
Company Secretary of the Bank with effect from March 01, 2024 and March 04, 2024 respectively.
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CORPORATE VALUES

8 e

Integrity Customer Teamwork Professional Innovation
Integrity is at Centricity Teamwork enables Excellence We believe
the core of Customer individuals to As the industry innovation is vital
everything we satisfaction is our achieve bigger we operate in is at workplace
do. We believe in prime objective. goals which foster evolving rapidly as it gives the
achieving success We aim to fully a culture of trust and providing organization
by building a understand the and support. abundance of the edge in
culture of trust needs of our We believe choice to the implementing new
and accountability customers and in supporting customers, ideas, refining
by adhering to stakeholders so each other and we believe services and
high moral values. as to adapt our putting the team only persistent creating dynamic
We empower our products and before individual commitment products leading to
people to say no. services to exceed performance. We  towards excellence business growth by
their expectations. respect diversity will make us the effectively adapting
and promote very best among the evolving
inclusion. the industry. marketplace.

CODE OF CONDUCT

JS Bank is committed to upholding the highest standards of ethical behaviour and maintaining its
reputation as a trusted financial institution. Our Code of Conduct provides clear guidelines for employees
to ensure that their personal business ethics align with the Bank’s values and interests.

Honesty and integrity are paramount in our approach to building lasting business relationships. We strive
to provide our customers with products and services that are delivered in a fair, transparent, and ethical
manner. Our Code of Conduct emphasizes the importance of upholding ethical standards in all our
business dealings and relationships, both internally and with external stakeholders.

We remain committed to fostering a culture of ethical behaviour and conducting our business with the
utmost integrity. Our Code of Conduct provides a clear framework for employees to operate within and
helps to ensure that our business practices are in line with the highest ethical standards.

At JS Bank, we aim to be transparent in all our operations and transactions. The complete Code of
Conduct is provided to all employees and is also available on our website for easy access.
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OPERATING STRUCTURE

Jahangir Siddiqui & Co. Ltd. (the Holding
Company) was incorporated under the
Companies Ordinance, 1984 on May 4,

1991 as a public unquoted company. The
Holding Company is presently listed on

Pakistan Stock Exchange.

71.21%
JS Bank Limited (JSBL)




Mexico

FAMILIA LO ES TODO!

In Mexico, people prioritize strong family bonds and family
members help each other financially. They spend generously on
special events like quinceaneras and weddings with big parties.

Cash is still widely used in Mexico for everyday transactions.




Organizational
Overview
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PRODUCTS AND SERVICES

JS Current Deposit Products

For complete day-to-day banking needs, JS Current
Deposit menu is designed to provide our valued
customers with transactional convenience and
flexibility for all their financial dealings.

JS Savings Deposit Products

We offer a wide array of Savings products that cater
to short term investment and transactional needs at
the same time.

JS Term Deposit Products

JS Term Deposit offers attractive short and medium
to long-term investment options with flexibility,
convenience, and security. With various tenor
options, customers can choose the one that best
suits their investment needs.

Foreign Currency Accounts

The customers can save in any foreign currency
accounts and enjoy attractive returns. A wide range
of account types are offered for personal and
business clients.

Safe Deposit Lockers

We take pride in offering our customers ease of mind
and this is yet another service that highlights our
commitment in providing everything necessary to
accommodate their needs. We offer various types of
lockers depending on customer requirement to
protect their valuables.

JS Bank Wealth Management

Our wealth management offerings provide clients
with a robust array of financial solutions integrating
bancassurance products from various insurance
providers, and mutual funds. For Bancassurance
products we partner with the largest private sector
life insurance company in Pakistan, EFU Life, EFU
Health and TPL Life. Our offerings include a spectrum
of options such as life insurance policies ensuring
financial security for loved ones and health insurance
plans for your own self as well as for your parents and
house help too. Complementing these offerings are
the diverse mutual funds managed by JS Investments
Limited, which is one of the oldest Asset Management
companies in Pakistan. From equity funds for capital
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appreciation to debt funds for stable returns and
balanced funds for a blend of growth and stability,
our mutual fund offerings are professionally managed
to optimize returns while managing risks effectively.
For all wealth management offerings, we link our
customers to the product providers and ensure that
the customer is fully satisfied.

Transaction Banking Services

Under the umbrella of Transaction Banking, we offer
Employee Banking and Cash Management solutions
to institutional clients across Pakistan. Our Employee
Banking customers and account holders enjoy
unmatched services, special rates on consumer
products, unparalleled insurance coverage. We also
offer facilities like Advance Salary, Personal Loans
and Corporate Charge Cards.

Corporate Banking

Our Corporate Banking Group is focused on
providing an array of value added & customized
financial services to fulfill the short-term and long-
term business needs of multinational, public and
private entities by partnering with them and building
long-term sustainable relationships.

JS Private Banking

JS Private Banking is a personal conviction-driven
investment boutique. Our state-of-the art client
centers, coupled with our digital platforms, facilitate
our clients in executing wealth strategies quickly and
conveniently. No matter where you are in the world
and how complex your personal wealth situation is,
we can provide you with need-based advisory
services and a holistic product match.

Forward-Looking relationship

Whether your goal is the long-term preservation of
capital, enhancing investment performance, or
seizing specific opportunities available in the market,
our private banking experts develop the strategies
most suitable to sustain and grow your wealth.

Global-View of your assets

Taking a global approach is paramount to managing
your wealth efficiently. We work to provide you with
unique tailor-made financial solutions to match your
needs and aspirations. With us, you will build a
trusted, personal relationship backed by a dedicated



team of professionals who anticipate the financial
challenges and manage your wealth by staying at the
forefront of environmental and technical change.

JS Consumer Lending Products

JS Consumer Banking offers a full suite of consumer
lending products to our valued customers. The
Bank’s Current product portfolio consists of Credit
Cards, Personal Finance, Home Finance and Auto
Finance.

JS Green Financing

We offer Solar Financing to individuals and
businessmen for residential, agriculture and
commercial needs. As one of Pakistan’s leading
Banks in green financing, we ensure end to end
comprehensive installation of solar solutions through
AEDB-certified partners across Pakistan.

JS Gold Finance

We are one of the leading banks offering finance
against gold / gold ornaments for personal, business,
and agricultural requirements. We ensure end to end
comprehensive valuations and processing of
disbursements in efficient way to improve customer
experience and satisfaction.

JS SME Banking

We are one of the leading banks in the SME lending
space, with a variety of loans available geared
towards development and expansion of SMEs across
the country. We offer a diverse portfolio of lending
facilities, including SBP initiatives offering rebated
loans to specific target segments.

JS Prime Minister’s Youth Business & Agriculture
Loan Scheme (PMYB&ALsSs)

JS Bank actively participating in Prime Minister’s
Youth Business & Agriculture Loan Scheme
(PMYB&ALs). The scheme aims at empowering the
youth of Pakistan by providing them highly subsidized
loans to set up or expand their small businesses &
agriculture. Through its strategic alliance-based
model, we have partnered with various local and
international organizations in the ride hailing, dairy
farming and transportation segment in addition to
financing individual business loans. In the coming
years, strategic partnerships in the Agri value chain,
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Education, Business  Incubation, Economic
Development, and Manufacturing sectors are being
explored as we look to transform lives throughout the
country.

JS Khud Mukhtar

A financing solution based on State Bank of
Pakistan’s Refinance and Credit Guarantee Scheme
for Women Entrepreneurs, JS Khud Mukhtar enables
empowerment and financial stability for women
entrepreneurs in Pakistan.

JS Naya Aghaaz

The JS Naya Aghaaz SME Loan has been designed
to enable personal development of the differently
abled individuals in Pakistan through term finance
based on State Bank of Pakistan’s Small Enterprise
(SE) Financing and Credit Guarantee Scheme for
Special Persons.

JS Agri Financing Products

Agriculture finance business of the Bank has
embraced a new and progressive outlook as a result
of various initiatives. A well-equipped, trained &
experienced team has been put in place to facilitate
customers on their doorsteps.

Digital Channels
JS ATMs

We have a widespread ATM network placed at both
Bank branches and commercial locations for
consumers’ convenience. JS ATMs provide
customers with 24-hour convenience to withdraw
cash, view mini-statement, and make fund transfers
and much more.

JS SMS Alerts

We continually update our valued customers with
financial transaction and information alerts via SMS.

JS Blink Accounts

JSBL brings its customers the convenience of
opening their bank accounts online without having to
visit the branch. Customers can instantly open their
Asaan Digital Account (ADA), Asaan Digital
Remittances Account (ADRA), Freelancer Digital
Account (FDA), Saving / Current Digital Accounts via
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JS Bank’s website, Mobile App, and JS Bot
(WhatsApp) and keep enjoying large range of Banking
services. To meet our customers’ banking
requirements, we believe in providing them with
innovation, accessibility, excellent service, and
convenience. In 2023, a notable growth occurred
with the opening of 5,730 new accounts.

As of Year-end 2023, the process of Account Opening
via BOB (Blink on Branch) was initiated in 272
branches resulting in the generation of 15,159 leads,
out of which 12,640 accounts were successfully
opened.

JS Roshan Digital Accounts

Roshan Digital Account (RDA) is an initiative of State
Bank of Pakistan, in collaboration with commercial
banks operating in Pakistan. These accounts provide
innovative banking solutions for millions of Non-
Resident Pakistanis (NRPs) seeking to undertake
banking, payment, and investment activities in
Pakistan. JSBL allows Non-resident Pakistanis to
open JS RDA accounts digitally from anywhere in the
world via Website, Mobile App & JS Bot (WhatsApp).
This product enables RDA customers to invest in
Naya Pakistan Certificate (Islamic & Conventional),
Stock market via Roshan Equity Investment, Voluntary
Pension Plan via Roshan Pension Plan, donate via
Roshan Samaaji Khidmat & Finance their home via
Roshan Apna Ghar. All of these products are end to
end digital. JSBL's contribution to increasing
Pakistan’s inbound remittances is vital & essential in
this national cause. JS Bank has established 4 RDA
centers across Pakistan to provide services and
timely resolution to NRP’s queries. In 2023, a notable
growth was achieved with the opening of 27,063 new
accounts.

JS Mobile App & Internet Banking

JS Bank provides comprehensive digital services at
no charge through its native Mobile Banking App and
browser-driven Internet Banking platform. Our
solutions are meticulously crafted to meet the diverse
needs of customers seeking convenient banking
options while remaining seamlessly connected with
JS Bank around the clock.

JS Mobile and Internet Banking eliminates the
necessity for customers to physically visit branches
or utilize traditional channels. It offers uninterrupted
banking services within a streamlined digital platform.
Customers can effortlessly transfer funds, pay utility
and credit card bills, and access financial statements
with just a few clicks.
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In an effort to bolster customer security, JS Bank has
unveiled its newest Mobile app release, meticulously
designed to comply with State Bank of Pakistan’s
BPRD Circular No. 4. This update ensures robust
biometric-based authentication for customer
registration and device or KYC level changes,
alongside introducing a host of advanced security
features.

Open Banking

Playing a pivotal role in the development of an
enabling eco-system, we have ventured into the
Open Banking space where we enable 3rd party
players with financial use-cases. This is achieved
over a Banking as a Service model, a feat which
enables JSBL to offer its banking services beyond
the conventional channels, enabling diverse
experiences across the digital world.

JS Bot

JS Bank offers a unique proposition for banking on-
the-go with JS BOT. With its simple setup and intuitive
user interface, is an easy and simplified way for
customers to access various banking needs in real-
time, 24/7. Maintaining a personal of Social Banking,
customer simply needs to add JS BOT in his/her
contacts and perform one-time registration from
within the chat window.

JS BOT eliminates branch visits and waiting in long
queues. An ever-increasing service suite is offered to
Retail, RDA, and Credit Card customer, so they can
stay up to date with their financial statements, open
new accounts, update information, consult on
product and services, or simply ask for assistance -
all through an easy-to-use chat window - all with
secure encryption & verified authenticity.

JS Raast

JS Bank enables Raast being Pakistan’s first instant
payment system that provides end-to-end instant
payments for JS Customers with hassle-free
transactions & no minimum transaction limit. JS
Mobile allows free-of-cost fund transfers via Raast
ID, IBAN and QR mechanism for facilitating JS P2P
(person-to-person) and P2M (person-to-merchant)
segments. Transferring funds via JS Raast platforms
ensures Simple, Fast, & Secure 24/7 payments.
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Highlights from Zindigi

In the second year of operations in 2023, Zindigi has solidified its position as a robust contender in digital
banking. Commercially launched in Jan 2022, Zindigi has shown extraordinary performance throughout
2023. Zindigi experienced an impressive 100% year-over-year growth in its user base, reaching a total of
4.58 million customers. This growth was paralleled by a consistent 200% rise in transaction volume and
approximately 50% increase in transaction values.

These remarkable results were driven by our commitment to continuous innovation across our product
spectrum. Zindigi introduced several innovative offerings, including digital payment solutions, loan services,
enhancing stock trading, mutual funds, and debit card proposition. Notably, Zindigi led the industry by
implementing the Raast Person-to-Merchant payment solution, launching a groundbreaking Al credit
scoring-driven micro-lending service and launching first digital bank’s ATM. Additionally, our expertise in
stock trading was demonstrated by successfully managing a substantial PKR 1 billion in trading volume
throughout the fiscal year. Furthermore, Zindigi has solidified its position as a leading provider of Banking
as a Service (BaaS) and Open Banking solution.

Beyond our financial achievements, Zindigi is committed on enhancing financial literacy through podcasts,
write-ups and increased interactions with youth and women to make a positive impact on society.
“Zindigi Prize” Social Entrepreneurship Program,emerged as the largest startup competition, fostering
and mentoring 5000 startups across 130+ university campuses nationwide. Furthermore, ‘Her Zindigi’
initiative launched to focus on financial and educational support to women, leading to their advancement
in various aspects of their lives.

Zindigi has also been honored with the Best Digital Startup Award at the Pakistan Digital Awards 2023, a
testament to the swift trust garnered within Pakistan in less than two years. Zindigi’s future course is set
to be marked by an unwavering dedication to refining its current range of services and driving innovation
in the industry.
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BUILDING THE JS BANK BRAND IN 2023

At JS Bank, our brand is more than just a symbol; it represents our legacy of integrity, excellence, and
a deep-rooted commitment to our customers. We believe our marketing strategy should go beyond
traditional advertising. We focus on cultivating a brand that is synonymous with trust, innovation, and
relevance. This approach is in line with the evolving financial and personal needs of our diverse clientele.
Our brand philosophy is based on being a life-long partner to our customers, supporting them in their
journey towards financial freedom and success.

Women, Youth, and Financial Literacy Inclusivity

Committed to creating an inclusive banking environment, our efforts are laser-focused on key areas
such as women, youth, and financial literacy. By offering accessible banking solutions, we aim to nurture
entrepreneurship and empower individuals to achieve financial independence. Our marketing initiatives
are not just campaigns; they are part of a larger vision to transform the landscape of financial inclusion
and education. We are dedicated to ensuring that every segment of society has the tools and resources
they need to thrive.

Strategic Media Utilization and Stakeholder Engagement

Our approach to media utilization combines the reach of traditional media with the engagement power of
modern digital platforms. We understand the pivotal role of media in maintaining transparent and open
communication with our stakeholders. This strategic media engagement is crucial for enhancing our brand
awareness and upholding our reputation as a market leader. Through diverse channels, we aim to keep our
stakeholders informed and engaged.

Celebrity Endorsements and Brand Ambassadors

Strategically, we partner with celebrities and influencers who embody our core values of trust, excellence,
and innovation, to amplify our brand’s message. Figures like Adnan Siddiqui as our lead, along with Junaid
Akram, Ahsan Khan, and Faiza Saleem, are more than just brand ambassadors; they are the faces that
resonate with our audience. These partnerships have helped us to connect authentically with different
demographics, showcasing the value of our products and services and enhancing our visibility and
relevance in the market.

14



Major
Campaign
Highlights

Credit Cards Campaign ‘Kharchon ki Problem
Solved’: This campaign was the anchor for the
relaunch of JS Credit Cards offering amazing
discounts and positioning it as a powerful
savings tools. Anchored by a comprehensive
campaign featuring renowned personalities such
as Ali Rehman, Amna llyas, and Faisal Qureshi,
it garnered remarkable response across various
platforms and activations.

%]S BANK

® KHARCHO
' Kl PROBL
SOLVED'

Annual Report 2023

KHARCHONKI
PROBLEM SOLVED

| Geétamazing discounts
and instant cashback

Credit
Cards
Kharchon
Ki Problem
Solved

mpressions | 125 M+

Engagements 50 . 6 M +
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Personal Loan Campaign ‘Ab Hongay Sab Loans Approve Asaani Sey’: Our personal loan campaign,
featuring diverse use-cases and our brand ambassador Adnan Siddiqui, reached audiences through digital
platforms and outdoor media. Collaborations with celebrity influencers further amplified our message,
garnering significant attention and engagement.

3 fsbankltd and ganjiswag

Karachs, Pakistan

Personal Loan
Ab Hongay

Sab Loan £=F s | 18.1 M+
Approve

Asaani Engagements 14_8 M+
Sey!
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Roshan Digital Account Campaign ‘Juray |
Rahen’: Leveraging TVCs with Faisal Qureshi |
and our brand ambassador Adnan Siddiqui, this
campaign highlighted the features of JS Roshan
Digital Account, resonating with audiences across
various platforms and airport screens.

Roshan
Digital Account
Juray Rahen

wacn| 19.7 M+
Engagements 3_1 M+

Corporate Social
Responsibility
Bas Stop

Engagements 6 . 8 M -+

Public Service Message ‘Bas. Stop!': Through
bilingual animated messages on traffic rules and
cleanliness, this impactful campaign sparked
conversations on social media and encouraged
positive action within the community.
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Supporting Local Businesses

We support on-ground events that serve as platforms for local businesses to showcase their products
and services. By sponsoring events such as The Locate, Karachi Women Festival, and The Commons,
we not only contribute to the local economy but also provide opportunities for entrepreneurs to network,
gain exposure, and thrive in a competitive market landscape. Through these initiatives, we are fostering a
culture of entrepreneurship and economic empowerment within our communities.

Empowering Employees

Understanding that our employees are the cornerstone of our success, we invest in creating a positive,
nurturing work environment. Programs like FitMe Month and JS Awaaz are designed to promote employee
well-being, engagement, and professional development. These initiatives foster a healthy work-life
balance and enhance creativity and innovation within our workforce. By prioritizing employee growth
and happiness, we cultivate a culture of excellence and service that resonates with our customers and
strengthens our position in the market.

In conclusion, marketing at JS Bank is not just about promoting products or services; it is about building
relationships, driving meaningful change, and empowering growth. With a clear vision, strategic focus, and
unwavering commitment to excellence, we are poised to embark on an exciting journey towards a future.

Community Outreach and Corporate Social Responsibility

At JS Bank, our commitment to social responsibility goes beyond business. We actively support local
businesses and promote initiatives focused on women>s empowerment and financial independence. Our
initiatives, such as Pinktober and International Women>s Day celebrations, demonstrate our dedication
to making a positive impact on society. These initiatives not only strengthen our brand:s reputation as a
socially responsible corporate citizen but also align with our core values of community service and ethical
banking.
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¥ CREDIT RATING

Long Term

AA-

(Double A Minus)

Short Term

A1+

(A One Plus)

Outlook: Positive

(Assigned by: Pakistan Credit Rating Agency)
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_ COMPOSITION OF THE BOARD

S.No | Name of Directors Status

1 Mr. Adil Matcheswala - Chairman Non - Executive Director
2 Mr. Khalilullah Shaikh Independent Director

3 Ms. Nargis Ali Akber Ghaloo Independent Director

4 Lt. Gen Retd. Sadiq Ali Independent Director

5 Syed Mumtaz Ali Shah Independent Director

6 Mr. Usman Yousaf Mobin Independent Director

7 Mr. Basir Shamsie - President & CEO Executive Director

The Board of Directors of JS Bank presently has five (5) directors as Independent Directors including one
(1) Female Independent Director. The Independent Directors meet the criteria of independence as defined
in the Companies Act 2017 and the State Bank of Pakistan directives. Further, the Board also has one (1)
Non-Executive Director and one (1) Executive Director, who is also the President & CEO of the Bank.
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PROFILE OF THE BOARD OF DIRECTORS

Mr. Adil Matcheswala
Chairman — Non-Executive Director

Mr. Adil Matcheswala is the CEO and founding
Director of Speed (Private) Limited, a retail and
distribution company that is incorporated in
Pakistan. The Company’s portfolio includes
numerous leading International brands such as
Nike, Adidas, Under Armour, Birkenstock, Tag
Heuer, Charles & Keith, Pedro, and Timex.

He started his professional career in the financial
services industry in 1992 and was the Head of
the Equity Sales Division of Jahangir Siddiqui &
Co. Ltd. (formerly Bear Stearns Jahangir Siddiqui
Limited).

He has previously served as the Chairman of the
Board and Chairman of the Audit Committee of
JS Global Capital Ltd as well as a Director of
JS Value Fund. He has served on the Board of
JS Bank Limited since 2012. Mr. Matcheswala
graduated from Brown University with an A.B. in
Economics.

Directorships in other companies:

* Speed (Private) Limited
e Service Industries Limited

Mr. Khalilullah Shaikh
Independent Director

Mr. Khalilullah Shaikh is a Fellow Chartered
Accountant and Chartered Certified Accountant.
He qualified from the Institute of Chartered
Accountants of Pakistan (ICAP) by setting a new
record of winning ‘5 Gold Medals in one sitting’ in
the history of ICAP.

He has attended various local and international
professional development programs, including
the International Leadership Development
Program at NUS, Singapore.

In his effort to contribute back to society, he
served as an elected Council member of ICAP
for 8 years. He has the honor of serving as the
Youngest President of ICAP during 2019-20.
Mr. Shaikh has contributed to the accountancy
profession regionally and globally as a Board
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member of the South Asian Federation of
Accountants (SAFA) and as a member of the
Professional Accountants in Business (PAIB)
Committee of the International Federation of
Accountants (IFAC). He is currently representing
Pakistan as a Board Member at the global board
of IFAC.

Mr. Shaikh is a high-energy, performance-
focused Leader with a proven track record of
serving at Senior Leadership positions. He is
currently serving as Independent Director and
Chairman Audit Committee:

e Alfalah GHP Investment Management Limited

* Dow University of Health Sciences

e He also serves as the Chair of ICAP-IBA
Research Unit

Positions held during his career:

e Pakistan International Airlines: Chief Financial
Officer 2019 — Sept 2021

e K-Electric Limited: 2007 — 2019
—  Director Finance & Business

Administration

- Head of Supply Chain
—  Chief Internal Auditor & Secretary BAC

e Shell Group: Head of Treasury & MIS 2005-
2007

* A F. Ferguson & Co. Assurance and Business
Advisory Services: 2000 to 2005

Human Capital development is Mr. Shaikh’s
passion. He has taught Strategic Financial
Management courses to CA and ACCA
professionals for many years. His Student Alumni
include over 2,500 CAs working across the globe.
He speaks regularly at conferences and seminars
in Pakistan and abroad.

Directorships in other companies:

e Alfalah Asset Management Limited
e Gratus Solutions (Private) Limited
* Gratus Consultants (Private) Limited

Ms. Nargis Ali Akber Ghaloo
Independent Director

Ms. Nargis Ali Akber Ghaloo is a retired senior
civil servant having served the Government of



Pakistan in various capacities for 36 years. She
retired as the Managing Director of the Public
Procurement Regulatory Authority, Government
of Pakistan.

Ms. Ghaloo was Chairperson of State Life
Insurance Corporation of Pakistan, Pakistan’s
largest life assurer, from 2014 to 2016.

Ms. Ghaloo joined the Civil Services of Pakistan
in 1982 and has many years of professional
experience serving in senior management
positions with provincial as well as federal
government departments in diversified fields such
as public sector management, administration,
financial, judicial, health, insurance, and planning.
Ms. Ghaloo did her Master’s in English from the
University of Sindh in 1981 and is a certified
Director from The Pakistan Institute of Corporate
Governance (PICG) and holds a certificate of
Corporate Governance from INSEAD and also
holds a certificate in Company Direction from the
Institute of Directors, UK. Ms. Ghaloo has served
on the Board of JS Bank since 2016.

Directorships in other companies:

e Hinopak Motors Limited

e Ghulam Ishag Khan Institute of Engineering
Sciences and Technology (Member Board of
Governors)

Lt. Gen. (R) Sadiq Ali, HI (M)
Independent Director

Lt. Gen. (R) Sadig Ali, was commissioned in
the Pakistan Army on March 16, 1984. He is a
graduate of the Turkish War Academy, Istanbul,
and NDU, Islamabad. During his career, Mr. Sadiq
Ali held several Operational Staff and Instructional
appointments. He has commanded an Armored
Regiment, an Infantry & Armored Brigade,
Armored & Infantry Division, Commandant PMA
Kakul, 4 Corps at Lahore, and POF Wah. He
served as Secretary Defense Production from
March 2020 to March 2022.

Directorships in other companies:

« Zameen REIT Management Company Limited
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Syed Mumtaz Ali Shah
Independent Director

Syed Mumtaz Ali Shah retired as the Chief
Secretary of Sindh in March 2022. He previously
served as the Maritime Secretary of Pakistan.
Shah has also briefly tenured as the Federal
Secretary for the Ministry of Religious Affairs.
Prior to his elevation to Grade 22 in 2017, Mr.
Shah served in many positions in the Government
of Sindh. Positions he held in Sindh include Home
Secretary, the coveted position of Chairman
Enquiries & Anti-Corruption Establishment,
Secretary Works and Services, Secretary
Information Department, Secretary General
Administration, and Secretary Population
Welfare. At the beginning of his career, he served
as Assistant Commissioner Multan and Dera
Ghazi Khan in Punjab. He has also previously
served as Deputy Commissioner and District
Coordination Officer (DCO) in Thatta, Umerkot,
Badin and Mirpurkhas districts in Sindh, and
Nasirabad district in Balochistan.

Beyond his extensive service in the public sector,
Syed Mumtaz Ali Shah’s career is marked by a
noteworthy tenure in public sector corporate
governance. His leadership journey began with
his role as Managing Director at the Sindh Small
Industries Corporation, where from 1994 to 1997,
he spearheaded initiatives fostering industrial
growth. In 2012, as the CEO/Executive Director
of National Insurance Co. Ltd., he steered the
company through complex insurance landscapes
with acumen. His strategic vision was further
exemplified during his tenure as Chairman of the
Export Processing Zones Authority, where he
played a crucial role in enhancing Pakistan’s
export capabilities. Subsequently, his leadership
as Chairman of Karachi Port Trust (KPT) from
2017 to 2018 was pivotal in strategically
enhancing maritime operations. These roles
collectively underline his exceptional ability to
lead and transform major public sector
organizations, demonstrating a deep commitment
to enhancing their strategic direction and
operational efficacy.
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In terms of global experience, Syed Mumtaz Ali
Shah has undertaken multiple missions, notably
leading a high-level maritime delegation to the
Netherlands, focused on enhancing maritime
business relations with Dutch public and private
companies. Additionally, Mr. Syed Mumtaz Al
Shah represented the Government of Pakistan at
the International Maritime Organization (IMO), a
specialized agency of the United Nations, in
London. In this capacity, he played a vital role in
establishing key diplomatic relationships and
partnerships. His international engagement also
included leading a delegation to the International
Maritime Conference in Shanghai, China, where
he was pivotal in fostering collaborations and
contributing to maritime trade discussions.

Syed Mumtaz Ali Shah has actively pursued
professional development through prestigious
training programs both in Pakistan and
internationally. His completed programs include:

1. Leadership Training Course at Harvard
University, Cambridge, USA

2. International Training Course at the
Department of Corrections, Colorado, USA

3. Total Quality Management Training Course in
Sweden

4. Corporate Governance Leadership Skills
(CGLS) - Director Education Program by
PICG

Syed Mumtaz Ali Shah holds a master’s degree in
English and Economics.

Directorships in other companies:
Nil

Mr. Usman Yousaf Mobin
Independent Director

Mr. Usman Yousaf Mobin was Chairman of
NADRA from February 2015 to February 2021.
Mr. Usman an MIT graduate is the youngest
ever Head of any leading Pakistani organization.
He studied at the prestigious Massachusetts
Institute of Technology (MIT) and has a master’s
degree in Electrical Engineering and Computers
Science as well as a bachelor’s degree in the
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same subject, Mr. Usman has completed many
complicated national and international IT projects
which have turned around not only NADRA, but
also revolutionized the functioning of many other
organizations.

Mr. Usman graduated with a cumulative GPA of
5.0/5.0 in 2002. Before MIT, he graduated from
Atchison College with the best A-level grades in
the world and won the President’s Medal for best
student in his class every year for 12 consecutive
years.

In recognition of his services, Mr. Usman has been
awarded numerous awards including Tamgha-
e-Imtiaz in Public Service by the President of
Pakistan in 2008. Mr. Usman Mobin has designed
and implemented numerous international projects
including the Citizens’ Registration Project in
Sri Lanka, Identity Management of Sri Lanka,
Civil Registration of Sudan, Machine Readable
Passports of Kenya, and Driver’s License of
Bangladesh.

In Pakistan, he has deployed the National Identity
Card System, Civil Registration System, Smart
Card, and software for the Benazir Income
Support Programme, Watan Cards, Citizens
Damage Compensation Program, Arms License
Projects, and the world’s first-ever ICAO-
compliant multi-biometric passports.

Mr. Usman brings 12 years of experience in
delivering high-quality citizen registration and
citizen services projects around the world and
has been the CTO of the organization since 2002.

Directorships in other companies:

+  Aploi (Pvt) Ltd



Mr. Basir Shamsie
President and CEO

Mr. Basir Shamsie is the President & CEO of JS
Bank Limited.

Mr. Shamsie joined Bear Stearns Jahangir
Siddiqui & Co. (now Jahangir Siddiqui & Co. Ltd.)
in 1994 in the Money and Bond Markets business.
His expertise are in Treasury and Investment
Banking and he is credited with over 60 capital
market deals, many of which have been landmark
transactions in Pakistan.

He was part of the core team responsible for the
acquisition of American Express Bank’s Pakistan
operations in 2006 and its merger into JS Bank.
Mr. Shamsie has since been associated with
JS Bank in various senior roles including Group
Head Treasury, Wholesale & International Banking
which he held till May 2017. His last assignment
was as Deputy CEO of JS Bank till July 2018.

Previously, he has also served as Chairman of
JS Investments Limited and JS Global Capital
Limited and as Director of JS Bank Limited.

Mr. Shamsie received his Bachelors in Business
Administration from University of Texas at
Austin. He has also completed the Program for
Leadership Development from Harvard Business
School.

Directorships in other companies:

Nil

Annual Report
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OUR PRESENCE

291 Nationwide
Branches

24 branches in 3 branches in
Khyber Pakhtunkhwa . Gilgit-Baltistan

18 branches in
Islamabad - Capital
Territory o

---------

']
s
5

11 branches

in Balochistan 12 branches in

Azad Jammu
and Kashmir

130 branches
in Punjab

" '93 branches
in Sindh

1 International
branch in Bahrain
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STAFF STRENGTH

4,092

Permanent Bank
contract staff

Total Bank’s
Staff 454

Outsourced

Male staff Female staff
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ORGANIZATIONAL STRUCTURE
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Board of Directors

Committee

President & CEO
—
Chief of Staff Chief Compliance Head of Human Chief F_inancial Chief O.perating Chief Credit Officer Chief Risk Officer
Officer Resources Officer Officer
— — - — C— — - —
Chief of Staff | Group Head Retalil
Banking
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Banking Oprations [ Experience
Head of Centralized Chief Information
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Chief Digital Officer ———L—  agministration
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Transaction Banking Banking Zindigi
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CORPORATE PROFILE OF THE BANK

JS Bank Limited (the Bank / JSBL) is a banking
company incorporated in Pakistan as a public
limited company on March 15, 2006. The Bank is a
subsidiary company of Jahangir Siddiqui & Co. Ltd.
(JSCL) and its shares are listed on the Pakistan Stock
Exchange Limited (PSX). The Bank commenced its
banking operations on December 30, 2006, and its
registered office is situated at Shaheen Commercial
Complex, Dr. Ziauddin Ahmed Road, Karachi.

The Bank is a scheduled bank engaged in
commercial banking and related services as
described in the Banking Companies Ordinance,
1962. It operates through 291 (December 31, 2022:
281) branches/sub-branches in Pakistan and one
wholesale banking branch in Bahrain (December
31, 2022: one). The Pakistan Credit Rating Agency
Limited (PACRA) has assigned the long-term entity
rating of the Bank at AA- (Double A Minus) with
positive outlook, whereas the short-term rating
is maintained at ‘A1+’ (A One Plus), which is the
highest possible short-term rating. The ratings
denote a very low expectation of credit risk and
indicate a very strong capacity for timely payment
of financial commitments.

Subsidiaries

JS Global Capital Limited
Holding 92.90%

JS Global Capital Limited is one of the largest
securities brokerage and investment banking
firms in Pakistan, with a leadership position in the
domestic capital markets. It is in the business of
equity, fixed income, currencies and commaodities
brokerage, and investment banking. JS Global
Capital Limited was incorporated in Pakistan on
June 28, 2000 and is the successor to the securities
business of Jahangir Siddiqui & Co. Ltd. and Bear
Stearns Jahangir Siddiqui Limited.

JS Investments Limited
Holding 84.56%

JS Investments Limited is a licensed Investment
Adviser and Asset Management Company under the
Non-Banking Finance Companies (Establishment
and Regulation) Rules, 2003 (the NBFC Rules) and
the Non-Banking Finance Companies and Notified
Entities Regulations, 2008 (the NBFC Regulations).
In addition, the Company is also a licensed Pension
Fund Manager under the Voluntary Pension System
Rules 2005. JSIL acquired the Private Equity
and Venture Capital Fund Management Services
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license(s) from the Securities and Exchange
Commission of Pakistan.

Banklslami Pakistan Limited
Holding 75.12%

Banklslami Pakistan Limited (the Bank) was
incorporated in Pakistan on October 18, 2004 as a
public limited company to carry out the business of
an Islamic Commercial Bank in accordance with the
principles of Islamic Shariah.

The Bank is operating through 440 branches
including 60 sub-branches as on December 31,
2023 (2022: 380 branches including 80 sub-
branches). The registered office of the Bank is
situated at 11" Floor, Dolmen City Executive Tower,
Marine Drive, Block-4, Clifton, Karachi. The shares
of the Bank are quoted on the Pakistan Stock
Exchange Limited.
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CHAIRMAN'’S REVIEW

It gives me immense pleasure to present on behalf
of the Board of Directors, the Annual Report of JS
Bank Limited for the year ended December 31,
2023.

2023 was an outstanding year for the Bank as it
reported a Profit Before Tax of PKR 8,515 million
(Profit After Tax of PKR 4,335) as compared to
Profit Before Tax of PKR 2,131 million (Profit After
Tax of 965 million) in the same period last year.
This remarkable boost in profitability stemmed
from improvement in both Interest-Based and Non-
Interest Based income. Net Assets of the Bank
also increased to PKR 40,322 million in 2023 as
compared to PKR 21,547 last year.

JS Bank is committed to fostering sustainable
growth through the strategic emphasis of
facilitating financial inclusion. The Bank remained
fundamentally true to its vision and commitment of
providing quality services to its customers. We pride
ourselves on being a tech-savvy mid-sized bank
with a diversified portfolio of products. The Bank
is organizationally well structured with a young,
resilient, and highly skilled team who are determined
to deliver the Bank’s strategic objectives with speed
and agility. The Bank has well-defined systems and
processes in place that support its operations and
are the enablers for its growth.

In August 2023, JS Bank successfully secured a
majority stake (75.12%) in Banklslami Pakistan
Limited, marking a significant milestone that
solidified its position as one of Pakistan’s fastest-
growing financial institutions. This acquisition is a
strategic milestone for JS Bank, aligning with its
commitment to broaden its product offerings and
meeting the diverse needs of its customers.

In January 2022, we introduced Zindigi to elevate
the digital banking experience for our customers,
especially catering to millennials and Gen Z with
a design philosophy that revolved around making
people’s lives simple. Over the past two years,
Zindigi has demonstrated robust performance,
positioning itself as one of the fastest-growing
fintech’s in the country. Our achievements have also
been recognized as Zindigi has won 2 prestigious
awards (Asian Technology Award and Best Digital
Startup Award). Zindigi remains committed towards
fulfilling its ambitions of becoming the most relevant
and prominent digital banking brand among its
target market. JS Bank has also made concentrated
efforts to improve digital financial services for
heritage bank customers. During the year, over 100

projects, enhancements, robotics, and solutions
were delivered by the Digital Transformation
function.

In 2023, JS Bank gained significant traction in its
consumer product offering, especially credit cards.
The Bank also added some of the top local and
multinational FMCGs in its Corporate Banking
portfolio. We are also making a stable progress in
growing our Employee Banking portfolio.

The Bank was recognized for its excellent
contribution on national and international fronts in
2023. A few of the major awards received by JS
Bank during the year include:

+  Most Innovative Digital Banking Service
Provider at International Finance Awards 2023

+  Best Bank for CSR (Asia Money Awards 2023)

« Best Bank for Services and Product
Development

«  Merit Award for Corporate Governance at the
ICAP Awards 2023

These local and global acknowledgments are a
testimony to our consistent efforts in delivering the
best-in-class customer experience and drive us to
constantly surpass customer expectations.

JS Bank acknowledges the significant responsibility
associated with its standing in the banking and
corporate sectors. As a caring corporate citizen,
the bank emphasizes on making meaningful
contributions to society through Corporate Social
Responsibility (CSR) initiatives. The Bank tries to
demonstrate its values through contributions to the
customers and the communities that it serves with
a vision of bringing about a positive change.

The Pakistan Credit Rating Agency Limited (PACRA)
has rated JS Bank Limited (JSBL) at ‘AA- (Double A
Minus), with a positive outlook while the short-term
entity rating is maintained at ‘A1+’ (A One Plus),
showing the Bank’s continuous efforts to achieve a
robust financial position.

Effective governance plays a pivotal role in guiding
the business to execute strategies while maintaining
a balance between sustainable shareholder
value and adherence to regulatory requirements.
Ensuring good corporate governance through
ethical and professional business conduct as well
as effective risk and audit management are key
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foundation blocks for us. JS Bank has always
been committed to sustainable value creation
for all its stakeholders with high standards of
corporate governance through a comprehensive
system of internal controls. The Board of JS Bank
follows comprehensive criteria for its performance
evaluation and continually reviews the Bank’s
financial & operational soundness, and significant
policies in line with regulatory requirements.
The Board has constituted sub-committees for
oversight of all key areas of the Bank covering risk
management, audit-related matters, information
technology, and human resources for achieving
the Bank’s strategic objectives. In its pursuit of
transparency and accountability, the Board has
engaged Grant Thornton Anjum Rahman (GT) to
perform an annual evaluation of its members and
committees and their performance.

| am confident that with our leading value-added
offerings, emphasis on customer satisfaction,
dedication towards excellent service quality,
and focus on innovation and convenience, we
are committed in our determination to strive for
excellence and deliver to our stakeholders.

On behalf of the Board of Directors, | would like to
thank the Ministry of Finance, the State Bank of
Pakistan, the Securities and Exchange Commission
of Pakistan, and the Federal Board of Revenue for
their continuous support and guidance. | would also
like to thank our shareholders for their continued
commitment and confidence in our long-term
strategic vision, as well as our management and
staff for their commitment and hard work for the
greater progress and prosperity of our Bank.

Sincerely,

Adil Matcheswala

February 29, 2024
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DIRECTORS’ REPORT

We are pleased to present the 18th Annual Report
of JS Bank Limited (“JSBL”") along with the audited
accounts and auditors’ report for the year ended
December 31, 2023.

Economy Review and Outlook

2023 started with economic challenges marked by
high inflation and decreased large-scale production.
However, a positive shift was seen later in the year,
partly due to the IMF’s Stand-By Arrangement. As
the year progressed, there emerged a sense of clarity
on the economic front, reinforced by concentrated
administrative efforts to tackle longstanding issues.

Despite a decline in Workers’ Remittances, a
sharp reduction in the trade deficit, facilitated by
strategic import rationalization led to a substantial
decrease in the Current Account Deficit. This
financial recalibration was further supported by IMF
inflows and bilateral agreements, boosting foreign
exchange reserves to USD 8.2 billion in December
2023. This has also resulted in Rupee gaining some
strength as exchange rate improved by 8% between
September and December 2023. Nevertheless,
owing to a sharp rise in exchange rate at the start of
the year, full year average exchange rate recorded a
depreciation of 37% between 2023 and 2022.

The State Bank of Pakistan’s response to soaring
inflation involved a significant hike in the Policy
Rate and maintaining it at 22% since June 2023
to counter inflationary pressures. Although Central
Bank acknowledges the positive developments
including improvement in FX reserves and fiscal-
monetary coordination, persistently high headline
and core inflation indicators are the reason why
the Monetary Policy stance continues to remain
hawkish.

Looking ahead, the global economic outlook
for 2023 appears more favorable than initially
projected, with non-energy commodity prices
showing signs of easing. Domestically, the industrial
sector is showing signs of recovery, particularly in
Large Scale Manufacturing, which is expected to
positively impact the overall GDP growth projected
in the 2-3% range for the fiscal year 2024. An
expected rebound in cotton and rice production
will likely support agriculture growth. SBP expects
FY24 (full year) headline inflation to fall within the
range of 24 — 25% as against currently 7MFY24
average of 28.7%, which means a significant
decline in monthly inflation is expected between
April-dune 2024.

Banking Sector Review

During the last quarter of 2024, banking sector’s
weighted average spreads mostly hovered within
the range of 7.6 — 7.7% amidst a tight monetary
policy. Moreover, high interest rates resulted in the
banking sector’s Advances growing only by 4% YoY
to reach PKR 12.3 trillion while Deposits increased
by 24% YoY to touch 27.8 ftrillion. Consequently,
ADR of the sector has reduced from 53% in 2022 to
44% in 2023. IDR, on the other hand, has increased
from 80% in 2022 to almost 90% as Investments
have increased by 41% YoY to reach PKR 25.3
trillion.

Performance of the Bank

For the year 2023, the Bank reported its highest
ever Profit before Tax of PKR 8,515 million. This
Pre-Tax Profit is approximately 4x higher than that
of last year; and more than the cumulative Pre-Tax
Profitability of preceding five years. The Earnings
Per Share (EPS) stands at PKR 2.75 (December 31,
2022: PKR 0.74).

The Bank recorded Net Interest Income (NIl) of
PKR 22,409 million in 2023 as compared to PKR
14,856 last year (up 51%). This growth in NIl is
primarily driven by higher interest rates than last
year as well as deposit optimization. The Bank’s
Non-Remunerative Deposit base has increased
from PKR 142,732 million in 2022 to PKR 160,546
million in 2023 (up 12.5%). This has also resulted
in improvement in deposit mix as share of Non-
Remunerative Deposits has increased from 31 % last
year to 33% in 2023. The Bank remained cautious
in lending activities as Gross Advances book was
reduced by 10% to PKR 213,787 million. On the
other hand, our improved banking services enabled
us to onboard some of Pakistan’s well-known local
and multinational customers. Furthermore, the
Bank’s Non-Markup Income more than doubled in
2023 primarily owing to 86% higher trade volume
handled by the Bank. Share of the Bank’s trade
volume in the country’s trade has also increased
from 2.3% in 2022 to approximately 4% in 2023. In
addition to higher income from dealing in FX, better
fee income and higher dividends from subsidiaries
also contributed to this significant increase in Non-
Markup Income.

Operating Expenses increased from PKR 16,749
million in 2022 to PKR 23,042 million in 2023 as the
Bank’s Rupee- and Dollar denominated expenditure
continued to take the brunt of high inflation and
36% exchange rate depreciation. However, despite
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a 38% increase in Operating Expenses, the Bank’s
Cost to Income Ratio has improved from 83% to
67% in 2023, while Net Interest Income to Operating
Cost has also increased from 88% to 96%.

2023 marked a successful closure of Banklslami
Pakistan’s (“BIPL”) acquisition by JS Bank.
During the year, the Bank has acquired 67.33%
shareholding in BIPL, taking its total shareholding to
75.12%. While both banks will continue to operate
independently in their respective domains, we will
be able to provide a higher number of touchpoints
to a wider client base through a combined network
of more than 700 branches. Both banks will also
continue to adopt best practices from each
institution to improve customer experience.

Since the launch of “Kharchon ki Problem Solved”
campaign in March 2023, the Bank’s Credit Card
offering has witnessed a 32% increase in customer
base, and 87% increase in credit card spend. The
Campaign offers cashbacks on utility & grocery
charges, installment plans and discounts on more
than 150 alliances. This value proposition is based
on changing the acquisition from a push to the pull
strategy. Bank’s Transaction Banking segment also
recorded significant progress during 2023. Multiple
Employee Banking deals were executed resulting
in 18% growth in Non-Remunerative deposits
generated through this channel.

Zindigi, JS Bank’s digital banking platform, has
rapidly grown since its 2022 inception, becoming
a leading fintech in Pakistan. In 2023, the app’s
downloads soared to 10 million, with 4.8 million
accounts opened, and it processed transactions
totaling PKR 150 billion, a 47% increase from
the previous year. Zindigi stands out for offering
advanced Al-driven micro-lending and being
among the first to launch comprehensive Raast
P2M Services. The platform also hosted the ‘Zindigi
Prize,” a major business idea competition, drawing
participation from 5,000 startups and students from
130 universities. On the other hand, heritage bank’s
traditional services continued to be digitized. 80%
of our brick & mortar branches are now equipped
with digital account opening. Digital customer base
has increased by 46% from last year and mobile
app usage by 72%. Bank’s WhatsApp based JS
BOT also witnessed 1.4x increase in its usage.

JS Bank’s enhanced financial performance led to
an improved outlook from ‘Stable’ to ‘Positive’ by
PACRA in December 2023, while maintaining long-
and short-term ratings. This improvement reflects
the Bank’s successful strategies and promising
future prospects.

The Bank also made significant strides in promoting
gender diversity, increasing its female workforce by
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31% in 2023. A notable initiative was the hiring of
an all-female Universal Tellers batch, onboarding
60 women, a first in the industry, emphasizing JS
Bank’s commitment to equality and diversity in the
workplace.

Capital Adequacy

As of December 31, 2023, JS Bank’s Capital
Adequacy Ratio (CAR) stood at 12.53% (December
2022: 13.26%) against SBP’s minimum required
CAR of 12.50%. However, the State Bank of
Pakistan has temporarily reduced the requirement
of CAR for banks by 1% as a regulatory relief to
dampen the effects of COVID-19.



Summarized financial data for the last six years is given below:
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Rs. in million
Particulars 2023 2022 2021 2020 2019 2018
Deposits 486,283 | 464,132| 460,705| 433,063| 369,790| 321,413
Equity 40,322 21,547 22,024 20,592 17,333 15,617
Total Assets 589,432| 616,715| 584,289 532,168| 469,821 456,754
Investments - Net 287,479| 303,465| 231,266| 201,698| 142,568| 148,690
Advances - Net 203,727 231,101 254,184 250,199| 242,944| 251,991
Gross Mark-up Income 92,087 72,047 39,125 43,099 41,595 29,997
Net Mark-up Income 22,409 14,856 11,895 9,777 7,028 8,809
Non-Mark-up Income 12,205 5,300 5,077 6,676 3,943 2,141
Profit Before Tax 8,515 2,131 2,209 2,023 133 905
Profit After Tax 4,335 965 1,304 1,150 25 562
Earnings Per Share (Basic) - PKR 2.75 0.74 1.01 0.89 0.0004 0.3
Return on Avg. Assets (ROAA) 0.72% 0.16% 0.23% 0.23% 0.01% 0.13%
Return on Avg. Equity (ROAE) 14.01% 4.43% 6.12% 6.06% 0.15% 3.48%
Capital Adequacy Ratio (CAR) 12.53% | 13.26%| 13.77%| 12.77%| 12.93%| 12.01%
Advs. to Deposits Ratio (ADR) 43.96% | 51.39%| 56.62% | 58.74%| 66.65%| 79.38%

Customer Experience & Fair Treatment

At JS Bank, our Customer Experience Team (CET)
is committed to fostering strong relationships and
ensuring customer satisfaction at every touchpoint.
This team is the driving force behind our customer-
centric approach, focusing on effective grievance
management and valuing customer feedback to
enhance the overall banking experience and offer a
best-in-class customerexperience.

In 2023, the bank handled over 41,000 complaints
with an average resolution time of four working
days. Our robust Complaint Handling Policy and
transparent Grievance Redressal Mechanism are
designed to resolve issues efficiently and prevent
recurrence. We offer multiple channels for customers
to voice their concerns, ensuring accessibility and
transparency throughout the process. Customers
are also given the option of contacting the Banking
Mohtasib office in case they are dissatisfied with
the response received from the Bank. To create
enhanced Vvisibility of its complaint-handling
function, JS Bank has incorporated awareness
messages in several customer communications

such as account statements, ATM screens, and
letters. For increased accessibility of the recourse
mechanism for the customers, the Bank has made
the information available on social media and has
also sent SMS messages to its customers. The
Bank’s website offers a comprehensive grievance
procedure, touchpoints, and online feedback forms.

The CET’s diverse units, including the Voice, Chat,
and SMS Team, and the Customer Care Unit,
play a vital role in maintaining direct and effective
communication with our customers. These units are
integral to our strategy of delivering a fair, accessible,
and efficient service, reducing operational risks and
gathering insights for continuous improvement.

+ Bank’s multichannel Voice, Chat and SMS
Team allows officers to interact with customers
over communication channels which includes
interactions over Voice (Retail Banking,
Private Banking, Digital Financial Services
or Branchless Banking and from Overseas),
WhatsApp chat, SMS to 8012 and Emails (info@
jsbl.com, CCU.Helpdesk@jsbl.com, rda@jsbl.
com, and jsblink@jsbl.com).
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«  Customer Care unit serves as the institution’s
philosophy about customer complaints, the
hierarchy, systems, and procedures to deal
with the complaints arriving at all touchpoints.
The Customer Care Unit ensures that it is fair,
transparent, accessible, and efficient as the
first line of defense against the grievances
of the Bank customers. Customer Care Unit
grievance handling mechanism oriented to
achieve customer satisfaction not only reduces
operational and reputational risk of a Bank but
also provides valuable pieces of information that
eventually can be used to bring improvement in
products, procedures, and delivery channels.

+ SQ Branch Banking team ensures through
Branch visits that proper elements and
commitments are in place to provide consistent
service support and service delivery.

«  Customer Insights interprets trends in customer
behaviors primarily gauged through surveys
which aim to increase the effectiveness of a
product or service, as well as increase sales for
the financial benefit of customers provisioning
the product or service.

+  Business Conduct ensures responsible banking
by assessing conduct risk as per SBP Conduct
AssessmentFramework.

Our focus extends beyond just addressing
complaints. We are dedicated to understanding
customer behavior through our Customer Insights
team and ensuring responsible banking practices.
This commitment is reflected in our comprehensive
‘Consumer Protection Framework,” which prioritizes
customer welfare in all our products and services.
We firmly believe in offering equal treatment to
all customers, without any form of discrimination
which helps them to feel the “WOW?” experience.

At JS Bank, we strive for fairness and clarity in all
our interactions, fostering a service culture that
puts our customers first. Our goal is to create
an environment where customers feel valued
and informed, empowering them to make sound
financial decisions. Through awareness and
financial literacy programs, we are committed to
guiding our customers through the complexities of
the financial world, ensuring they have a positive
and empowering banking experience.

Risk Management

The Board is committed to adopting the best
risk management practices in letter and spirit. To
maintain effective risk management oversight, the
Bank follows an appropriate risk management
framework according to the regulatory directives
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issued by SBP and other related guidelines under
the applicable Basel framework. In this regard, the
Bank has a comprehensive set of risk management
policies, practices, and procedures in place which
enables the Bank to take into consideration, in an
appropriate manner, all major kinds of risks including
credit, market, liquidity, operational, Information
security, Digital and Fraud Risks. The overall risk
management framework of the Bank is under the
supervision of the Board of Directors (BoD)/Board
Risk Management Committee (BRMC) while the
operational level day-to-day functioning is carried
out by the senior management of the Bank. In order
to develop a holistic integrated risk management
approach, a dedicated and independent Risk
Management Function is in place to manage
various aspects of risk management in the Bank
with the segregation of Credit Risk functions into
other variants of risk management. To formalize and
strengthen the risk management approach within
the Bank, the following significant policies were
developed/ reviewed and approved by the Board:

+  Risk Management Policy

+  Credit Policy

+  SME Financing Policy

«  Collateral Management Policy

+ Internal Credit Risk Rating Policy

+  Consumer Credit Policy

+  Market Risk Management Policy

+ Interest Rate Risk Management Policy
+  Operational Risk Management Policy
+  Liquidity Risk Management Policy

«  Country Risk Management Policy

+  Agricultural Credit Policy

+  Remedial Management Policy

+  Debt Property Swap Policy

+  Business Continuity Planning Policy
+ Information Security Policy

+ ICAAP

+ Fraud Risk Management Policy

*  Environmental & Social

Framework

Risk Management



Bank’s risk governance is exercised by the following
committees:

+ The Integrated Risk Management Committee
(IRMC),

+  Portfolio Management Committee (PMC),

«  Operational
(ORMC),

+  Agri Credit Committee (ACC),

Risk Management Committee

+  Central Credit Committee

+  Remedial Management Committee (RMC),
« IT Steering Committee (ITSC)

+ Assets & Liabilities Committee (ALCO)

These Committees meet regularly to review market
developments and the level of financial and security
risk exposures of the Bank.

Risk Management plays a vital role in ensuring
that an appropriate balance is maintained between
risk and reward throughout the bank. Towards this
end, the risk management function and framework
have been modified in the year under review. Fraud
Risk Management is now reporting to the Chief
Risk Officer. The disciplines of risk management
including market and liquidity, operational, BCP,
portfolio, policy, agricultural credit, consumer
and program lending, CAD, SAM, Digital, and
information security risks remain under the umbrella
of the Chief Risk Officer.

Market Risk measurement, monitoring and
management reporting is done on a regular basis.
The Market Risk & Basel Unit supported by the
Treasury Middle Office is involved in the daily
monitoring of all related financial risk exposures in
the form of interest rate risk, equity exposure risk,
currency or foreign exchange risk, cross border
or country risk, financial institutions (Fl) exposure
risks, liquidity risk, and capital adequacy.

On the capital management side, the Bank’s
practices ensure that it has reasonable capital to
cover the risks associated with its activities. It is the
prime objective of the Bank’s capital management
to ensure that the bank complies with all regulatory
capital requirements and at the same time maintains
strong credit ratings and healthy capital ratios to
support its business and maximize shareholders’
value.

Bank’s Operational Risk Management Framework
ensures that adequate control environment exists to
identify, address, and manage all operational risks
and maintain an acceptable level of residual risks.
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Bank is focusing on embedding Risk and Control
Self-Assessment for effective management of key
risks and cultivating an environment where every
employee understands his responsibility towards
the management of operational risks.

Apart from the Risks and Control Self-Assessment
(RCSA), Operational Loss Data (OLD) and Key Risk
Indicators (KRI) exercise, the Operational Risk
management function also maintains the Business
Continuity Planning Policy and conducted numerous
Business Continuity Drills to test availability of
systems and services from the alternate sites.

Credit Risk management is an ongoing process. The
overall credit policy and the credit risk management
guidelines are approved by the Board of Directors.
In this regard, a Central Credit Committee (CCC)
is entrusted with the responsibility of monitoring
and controlling credit risk in the Bank. CCC meets
regularly to actively supervise credit risk across
the lending portfolio. In order to maintain a healthy
growth of the credit portfolio, the Bank’s Credit Risk
Management processes are consistently upgraded
and improved to meet future challenges. Further, in
order to bolster credit risk management monitoring
activities, a separate unit is in place for regular
portfolio monitoring, formulating and implementing
credit risk management tools, including setting
up of industry, geographic and sectorial limits,
and devising credit risk quantification / statistical
techniques to meet SBP and Basel requirements.
The health of the credit portfolio is being monitored
through the Credit Administration, which is
responsible for housekeeping elements along with
the management of credit limits.

The Bank is conscious of risks and uncertainties
associated with problem credits which require
a different and more intense risk management
approach. In this regard, a Special Asset
Management Unit is in place following SBP’s
regulatory guidelines to focus on remedial
management issues, take ownership of classified
portfolio for effective management and to
determine the work-out modes for rehabilitation
and settlements, as stipulated in the Remedial
Management Policy of the Bank.

In terms of Information Security, the Information
Security Department  performs  security/risk
assessments, as well as vulnerability assessments,
monitors critical IT, and manages information and
cyber security risks across the Bank. To improve
the information security posture, defense in depth
/ layered security architecture is deployed with
real-time monitoring of emerging threats. To further
strengthen cybersecurity, the Bank is striving to
build a process-oriented culture, bring maturity
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in tool utilization, and invest in IS staff to improve
management / regulatory reporting and increase JS
staff security awareness training.

To combat digital risks and to support the Digital
Finance business, a dedicated team of risk experts
has been established under the umbrella of
Digital Risk. The prime objective of this function
is to optimize policies, processes, and systems,
investigate and mitigate digital frauds, data
analytics to identify potential risks and augment
business, and implement strategic plans. Moreover,
to battle fraud Risk the Bank has placed a robust
fraud prevention mechanism to safeguard the
Bank and its customers against potential threats/
attempts of internal and external fraud across all
channels, physical or digital.

Statement on Internal Controls

TheBankplacestheutmostemphasisonestablishing
stringent controls across all its operations. It is the
cornerstone of the Bank’s policies to adhere to
the best industry practices, ethical standards and
regulatory requirements. In this context, the Board
of Directors has promulgated policies that provide
for assessing the overall effectiveness of the internal
control environment.

Internal controls at JS Bank are intended to provide
a reasonable measure of assurance regarding
the effectiveness and efficiency of the Bank’s
operations, reliability of financial information and
compliance with applicable laws and regulations.
However, it is acknowledged that the systems put in
place can only provide reasonable but not absolute
assurance against material misstatement or loss
since they are designed to manage, rather than
eliminate, the risk of unforeseen situation.

To ensure effective management of risk, the
governance structure of internal control functions
at the Bank consists of three levels of defense.
The first line of defense is the business itself which
owns its risks, including its operational risk and is
responsible for its management. The second line
of defense is the oversight provided by the Risk
Management, Compliance and control functions
which identify and assess risks impacting existing
and new business initiatives, coordinate risk
mitigation with risk specialists and businesses and
then report and escalate it to the Risk Management
Function for appropriate corrective measures.
The last line of defense is an independent and
effective Internal Audit Function which reviews the
effectiveness and adequacy of internal controls and
continues to monitor compliance with policies and
procedures.

The Board of Directors is regularly kept abreast of
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the state of compliance through the Board Audit
Committee. As a priority, all significant and material
findings of the internal and external auditors and
regulators are addressed by the management
ensuring that appropriate corrective actions have
been implemented. Adequate systems are in place
to minimize breaches repetition of mistakes and
strengthen the control environment. In addition, the
Compliance Function is performing its due role to
ensure regulatory compliance across the Bank.

The Bank diligently follows SBP’s Guidelines on
Internal Control to evaluate the effectiveness of the
overall set of internal controls including financial
reporting controls. Detailed documentation of
bank-wide processes and controls has been
completed. Furthermore, the Bank has developed a
comprehensive management testing and reporting
framework for ensuring the operating effectiveness
of key controls and has significantly addressed the
identified design improvement opportunities.

Upon satisfactory completion of the Internal Control
over Financial Reporting (ICFR) Roadmap, the State
Bank of Pakistan (SBP) granted an exemption to
the Bank in August 2016 from the submission of
a Long Form Report (LFR) by external auditors.
Further, as per SBP directive vide BSD-1 Circular
Letter No. 1 of 2021 of July 06, 2021, the banks
that have completed all the stages of the ICFR
roadmap, are allowed to discontinue submission
of the Annual Assessment Report on the efficacy
of ICFR to SBP. However, SBP may evaluate the
Annual Assessment Report as part of supervisory
assessments. Accordingly, the Annual Assessment
Report for December 31, 2023, on the efficacy
of ICFR shall be presented to the Board Audit
Committee.

The Management considers that the internal
control system presently existing is adequate,
implemented  effectively, and  continuously
monitored. This statement is also endorsed by the
Board of Directors. The management will endeavor
to continue enhancing its coverage and compliance
with the SBP guidelines on Internal Controls
thereby strengthening its control environment on an
ongoing basis.

Corporate Governance

The Bank prides itself on its good corporate
governance by maintaining high levels of
professional and business conduct, implementing
effective internal controls and audit functions,
including a risk management framework, and
complying strictly with both local and international
codes of practice.

The Board closely reviews policy-related matters



with long-term implications as per regulatory
obligations which also meet the Bank’s operational
requirements. The Management and the Board
Committees have been duly constituted with a
defined scope of work to ensure that they perform
their prescribed functions precisely and efficiently
as per their mandate and respective terms of
reference.

Corporate and Financial Reporting Framework

The Directors confirm compliance with the
Corporate and Financial Reporting Framework of
the Securities & Exchange Commission of Pakistan
for the following:

« The financial statements prepared by the
management present fairly the state of affairs of
the Bank, the results of its operations, the cash
flow statement, and the statement of changes
in equity.

«  Proper books of accounts of the Bank have
been maintained.

« Accounting policies as stated in the notes to
the accounts have been consistently applied
in the preparation of financial statements and
accounting estimates are based on reasonable
and prudent judgment.

« International = Accounting Standards as
applicable to banks in Pakistan have been
followed in the preparation of the financial
statements.

+ The system of internal controls is sound in
design and has been effectively implemented

Attendance of Directors in the Board meetings
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and monitored.

« There are no doubts about the Bank’s ability as
a going concern.

« There has been no material departure from the
best practices of corporate governance, as
detailed in the listing regulations.

+  The details of outstanding statutory payments,
if any, have been adequately disclosed in the
financial statements.

Compliance with the Listed Companies (Code of
Corporate Governance) Regulations, 2019

The requirements of the Listed Companies (Code
of Corporate Governance) Regulations, 2019 set
out by the Securities & Exchange Commission of
Pakistan (SECP) have been adopted by the Bank
and have been duly complied with. A Statement to
this effect is annexed with the report.

Holding Company

Jahangir Siddiqui & Co. Limited, listed on the
Pakistan Stock Exchange Limited, is the holding
company of JS Bank Limited, owning 71.2% of the
ordinary shares.

Subsidiary Companies

Banklslami Pakistan Limited, JS Global Capital
Limited, and JS Investments Limited are subsidiaries
of JS Bank with shareholdings of 75.1%, 92.9%,
and 84.5% respectively. The performance of
these companies has been reviewed under the
consolidated Directors’ Report.

Six meetings of the Board of Directors were held during the year 2023. The attendance of directors at

Board Meetings was as follows:

Name of Director

Eligible to attend Meetings attended

Mr. Adil Matcheswala - Chairman

6

Lt. Gen. (R) Sadiqg Ali

Ms. Nargis Ali Akber Ghaloo

Syed Mumtaz Ali Shah

Mr. Usman Yousaf Mobin

[N o) e >Ny o)}
(220 o> I e >IN I >R le)]

*Mr. Khalilullah Shaikh

Mr. Basir Shamsie, President & CEO

*Mr. Shahnawaz Haider Nawabi
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The attendance of directors at Board Committees meetings was as follows:

Name of Director Audit Committee Risk Committee HR Committee IT Committee
Eligible | Meetings | Eligible | Meetings | Eligible | Meetings | Eligible | Meetings
to attend | attended | to attend | attended | to attend | attended | to attend | attended
Mr. Adil Matcheswala - - - - 4 3 - -
Lt. Gen. (R) Sadiq Ali 4 4 4 4 - - - -
Ms. Nargis Ali Akber Ghaloo 4 4 - - - - 5 5
Syed Mumtaz Ali Shah - - 4 4 4 4 - -
Mr. Usman Yousaf Mobin - - - - 4 4 5 5
*Mr. Khalilullah Shaikh _ - - - _ _ _ -
Mr. Basir Shamsie
President & CEQ ) ) 4 4 ) ) ° °
*Mr. Shahnawaz Haider Nawabi 3 0 3 1 - - - -

*Mr. Khalilullah Shaikh was appointed director of the Bank on December 12, 2023 in place of Mr. Shahnawaz

Haider Nawabi who resigned w.e.f. October 12,2023

Directors’ Remuneration

The remuneration of directors is fixed by the
Board of Directors under the applicable laws. The
remuneration for attending meetings of the Board
and/or Board Committees is within the scale as is
reasonably determined by the Board of Directors,
provided that an Executive Director shall not be
paid any remuneration for attending Board/Board
Sub Committee meetings. The remuneration paid
to the Directors, Chief Executive Officer, and
other executives is disclosed in note # 39 to the
Unconsolidated Financial Statements.

Pattern of Shareholding

The pattern of shareholding at the close of
December 31, 2023, as required u/s 227(f) of the
Companies Act, 2017 is given on page number 405.

Related Party Transactions

Related party transactions are disclosed at note #
43 and note # 44 to the Unconsolidated Financial
Statements and the Consolidated Financial
Statements, respectively, of the Bank for the year
ended December 31, 2023.

Corporate & Social Responsibility

The Statement of Corporate & Social Responsibility
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is included in the Annual Report.
Dividend to Shareholders

No dividend is being paid to the shareholders on
the ordinary shares for the year 2023. However, in
August 2023 the Bank issued 17% right shares to
its shareholders.

Employee Benefit Schemes

The Bank operates a contributory provident fund
for all permanent employees. The employer and
employee both contribute 7.1% of the basic
salaries to the funded scheme every month.
Number of employees covered under this plan are
3,231 (2022: 3,013). During the year, the Bank has
made a contribution of Rs. 312.365 million (2022:
Rs. 263.085 million) to the fund. The employees
have also made a contribution of equal amount to
the fund.

Auditors

The current auditors, KPMG Taseer Hadi & Co.
Chartered Accountants, being retired offered
themselves for reappointment.

Auditors have confirmed that the firm is fully
compliant with the International Federation of
Accountants’ Guidelines of Code of Ethics, as
adopted by the Institute of Chartered Accountants
of Pakistan (ICAP), and has a satisfactory rating



under the Quality Control Review Program of the
ICAP.

On the recommendation of the Board Audit
Committee, the Board of Directors recommends the
appointment of KPMG Taseer Hadi & Co. Chartered
Accountants for the year ending December 31,
2024, at the upcoming Annual General Meeting of
the Bank.

Evaluation of the Board’s Performance

At JS Bank, the Board of Directors is instrumental in
charting the strategic course of the bank, ensuring
that we consistently align with our long-term
objectives while adhering to regulatory standards.
The Board to discharge the fiduciary responsibility
of safeguarding the stakeholders’ interests, a formal
and effective mechanism is put in place for an
annual evaluation of the Board’s own performance,
members of the Board, and of its sub-committees
as required by the State Bank of Pakistan and the
Securities and Exchange Commission of Pakistan.

The Board of Directors of JS Bank is enriched with
skills, core competencies, diversity, experience,
and knowledge and at the same time committed
to strong corporate governance to protect the
overall interests of the Bank and its stakeholders.
The Board continually reviews the Bank’s financial
and operational soundness, governance, internal
controls, and significant policies as per regulatory
requirements. Further, sub-committees were
constituted with a prescribed mandate and
respective terms of reference.

In line with the Best Practices of Corporate
Governance, the Board has conducted a self-
evaluation exercise on an annual basis by engaging
Grant Thornton Anjum Rahman Chartered
Accountants (GT) as an external facilitator which
has a team of qualified consultants to conduct
board evaluations for companies and banks.
The Board of JS Bank in compliance with SBP’s
Guidelines on Performance Evaluation of the
Board of Directors and Listed Companies (Code
of Corporate Governance) Regulation, 2019 has
conducted its self-evaluation for the year 2023
by engaging GT. The evaluation covered various
aspects of the performance of the Board including
but not limited to the Board sub committees, CEO
& Chairman, etc.

This process, grounded in best corporate
governance practices, involves a detailed,
quantitative analysis, ensuring that our leadership
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remains effective and accountable to our goals and
values.

Events after the Date of the Statement of
Financial Position

There have not been any material events that
occurred after the date of the Statement of Financial
Position that require adjustments to the enclosed
financial statements.

Acknowledgments

On behalf of JS Bank, we would like to express
our gratitude to our valued stakeholders for their
continued patronage and support. We would also
like to thank the Ministry of Finance, the State Bank
of Pakistan, the Securities & Exchange Commission
of Pakistan, and other regulatory authorities for their
guidance and support to our Bank. At the close,
we extend our appreciation to all our colleagues at
JS Bank for their commitment toward ever-greater
success and growth.

For and on behalf of the Board,

Basir Shamsie Adil Matcheswala

President & CEO Chairman

February 29, 2024
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HIGHLIGHTS

Net Markup Income Profit Before Tax Profit After Tax
Rs. 22,409.04 million Rs. 8,515.17 million Rs. 4,334.92 million

Advances (Gross) Investments Deposits

Rs. 213,786.79 million Rs. 287,478.86 million Rs. 486,282.78 million

Assets Equity ROE
Rs. 589,432.46 million Rs. 40,322.07 million 14.01%

ROA CAR EPS
0.72% 12.53% Rs. 2.75
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SIX YEARS’ FINANCIAL SUMMARY

Statement of Financial Position

Cash and balances with treasury banks
Balances with other banks

Lendings to financial institutions
Investments - net

Advances - net

Fixed assets

Deferred tax assets

Other assets

Assets held for sale

Total Assets

Bills payable

Borrowings

Deposits and other accounts
Subordinated debt

Deferred tax liabilities

Other liabilities

Total Liabilities

Net Assets

Represented by

Share capital

Discount on issue of shares

Reserves

Surplus / (deficit) on revaluation of assets
Unappropriated profit

Total Equity

Profit and Loss Account

Mark-up / return / interest earned
Fee and commission income
Dividend income

Foreign exchange income

Gain / (loss) on securities

Gain / (loss) from derivatives
Other Income

Total Gross Income

Mark-up / return / interest expensed
Operating expenses

Provisions and write offs - net
Workers’ welfare fund & Other Charges
Total Expenses

Profit Before Tax

Taxation

Profit After Taxation

2023

40,895
3,727
287,479
203,727
15,640

37,965
589,432

5,669
27,222
486,283
8,498
1,316
20,123
549,110

40,322

20,507

6,563
1,960
11,292
40,322

92,087
4,133
1,752
5,758

114

0

448
104,292

69,678
23,042
2,807
250
95,777
8,515
4,180

4,335

2022

24,765
1,800
11,351
303,465
231,102
13,836

30,396
616,715

5,403
97,808
464,132
6,995
320
20,511
595,169

21,547

12,975
(2,855)
2,787
795
7,845
21,547

72,047
3,213
130
2,162
(307)
(77)
177
77,347

57,191
16,749
1,099
177
75,216
2,131
1,166

965

2021

34,267
1,186
31,939
231,266
254,184
13,302

18,145
584,289

7,039
70,474
460,705
6,997
1,386
15,664
562,265

22,024

12,975
(2,855)
2,331
2,467
7,107
22,024

39,125
3,207
574
1,187
95

12

44,202
27,231
12,723
1,995
45
41,993
2,209
905

1,304

2020

30,421
1,106
23,240
201,698
250,199
10,086

14,678
739
532,168

4,982
48,303
433,063
7,493
1,194
16,541
511,576

20,592

12,975
(2,855)
1,991
2,334
6,148
20,592

43,099
3,596
98
1,010
1,873
29

70
49,775

33,322
13,019
1,280
132
47,752
2,023
873

1,150

Rs.

2019

25,589
463
30,321
142,568
242,945
11,964
9
16,194
374
470,427

3,804
54,468
369,790
7,495
17,536
453,094

17,333

12,975
(2,855)
1,750
637
4,828
17,333

41,595
2,860
300
963
(711)
47
484
45,538

34,566
10,792
(92)
139
45,405
133
108

25

in million
2018

32,111
969
1,937
148,690
251,991
8,415
287
12,354

456,754

3,520
96,559
321,413
7,497

12,148
441,137

15,617

12,975
(2,855)
1,712
(1,036)
4,821
15,617

29,997
2,669
109
671
(1,434)
17

109
32,138

21,188
9,956
239
(149)
31,233
905
342

562

63



Annual Report

SIX YEARS’ VERTICAL ANALYSIS

Rs. in million
2023 % 2022 % 2021 % 2020 % 2019 % 2018 %

Statement of Financial Position

Cash and balances with treasury banks 40,895 7% 24,765 4% 34,267 6% 30,421 6% 25,589 5% 32,111 7%
Balances with other banks 3,727 1% 1,800 0% 1,186 0% 1,106 0% 463 0% 969 0%
Lendings to financial institutions - 0% 11,351 2% 31,939 5% 23,240 4% 30,321 6% 1,937 0%
Investments - net 287,479 49% 303,465 49% 231,266 40% 201,698 38% 142,568 30% 148,690 33%
Advances - net 203,727 35% 231,102 37% 254,184 44% 250,199 47% 242,945 52% 251,991 55%
Fixed assets 15,640 3% 13,836 2% 13,302 2% 10,086 2% 11,964 3% 8,415 2%
Deferred tax assets - 0% - 0% - 0% - 0% 9 0% 287 0%
Other assets 37,965 6% 30,396 5% 18,145 3% 14,678 3% 16,194 3% 12,354 3%
Assets held for sale - 0% - 0% - 0% 739 0% 374 0% - 0%
Total Assets 589,432 100% 616,715 100% 584,289 100% 532,168 100% 470,427 100% 456,754 100%
Bills payable 5,669 1% 5403 1% 7,039 1% 4,982 1% 3,804 1% 3,520 1%
Borrowings 27,222 5% 97,808 16% 70,474 12% 48,303 9% 54,468 12% 96,559 21%
Deposits and other accounts 486,283 83% 464,132 75% 460,705 79% 433,063 81% 369,790 79% 321,413 70%
Subordinated debt 8,498 1% 6,995 1% 6,997 1% 7,493 1% 7,495 2% 7,497 2%
Deferred tax liabilities 1,316 0% 320 0% 1,386 0% 1,194 0% - 0% - 0%
Other liabilities 20,123 3% 20,511 3% 15,664 3% 16,541 3% 17,636 4% 12,148 3%
Total Liabilities 549,110 93% 595,169 97% 562,265 96% 511,576 96% 453,094 96% 441,137  97%
Net Assets 40,322 7% 21,547 3% 22,024 4% 20,592 4% 17,333 4% 15,617 3%

Represented by

Share capital 20,507 3% 12,975 2% 12,975 2% 12,975 2% 12,975 3% 12,975 3%
Discount on issue of shares - 0% (2,855) 0% (2,855) 0% (2,855) -1% (2,855) -1% (2,855) -1%
Reserves 6,563 1% 2,787 0% 2,331 0% 1,991 0% 1,750 0% 1,712 0%
Surplus / (deficit) on revaluation of assets 1,960 0% 795 0% 2,467 0% 2,334 0% 637 0% (1,036) 0%
Unappropriated profit 11,292 2% 7,845 1% 7107 1% 6,148 1% 4,828 1% 4,821 1%
Total Equity 40,322 7% 21,547 3% 22,024 4% 20,592 4% 17,333 4% 15,617 3%

Profit and Loss Account

Mark-up / return / interest earned 92,087 88% 72,047  93% 39,125 89% 43,099 87% 41,595 91% 29,997 93%
Fee and commission income 4,133 4% 3,213 4% 3,207 7% 3,596 7% 2,860 6% 2,669 8%
Dividend income 1,752 2% 180 0% 574 1% 98 0% 300 1% 109 0%
Foreign exchange income 5,758 6% 2,162 3% 1,187 3% 1,010 2% 963 2% 671 2%
Gain / (loss) on securities 114 0% 307) 0% 95 0% 1,873 4% 711) 2% (1,434) -4%
Gain / (loss) from derivatives 0 0% (77 0% 12 0% 29 0% 47 0% 17 0%
Other Income 448 0% 177 0% 3 0% 70 0% 484 1% 109 0%
Total Gross Income 104,292 100% 77,347 100% 44,202 100% 49,775 100% 45,538 100% 32,138 100%
Mark-up / return / interest expensed 69,678 67% 57,191  74% 27,231 62% 33,322 67% 34,566 76% 21,188 66%
Operating expenses 2,807 3% 1,099 1% 1,995 5% 1,280 3% 92) 0% 239 1%
Provisions and write offs - net 250 0% 177 0% 45 0% 132 0% 139 0% (149) 0%
Workers’ welfare fund & Other Charges 23,042 22% 16,749  22% 12,723 29% 13,019 26% 10,792 24% 9,956 31%
Total Expenses 95,777 92% 75,216 97% 41,993 95% 47,752 96% 45,405 100% 31,233 97%
Profit Before Tax 8,515 8% 2,131 3% 2,209 5% 2,023 4% 133 0% 905 3%
Taxation 4,180 4% 1,166 2% 905 2% 873 2% 108 0% 342 1%
Profit After Taxation 4,335 4% 965 1% 1,304 3% 1,150 2% 25 0% 562 2%
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SIX YEARS’

Statement of Financial Position

Cash and balances with treasury banks
Balances with other banks

Lendings to financial institutions
Investments - net

Advances - net

Fixed assets

Deferred tax assets

Other assets

Assets held for sale

Total Assets

Bills payable

Borrowings

Deposits and other accounts
Subordinated debt

Deferred tax liabilities

Other liabilities

Total Liabilities

Net Assets

Represented by

Share capital

Discount on issue of shares

Reserves

Surplus / (deficit) on revaluation of assets
Unappropriated profit

Total Equity

Profit and Loss Account
Mark-up / return / interest earned
Fee and commission income
Dividend income

Foreign exchange income

Gain / (loss) on securities

Gain / (loss) from derivatives
Other Income

Total Gross Income

Mark-up / return / interest expensed
Operating expenses

Provisions and write offs - net
Workers’ welfare fund & Other Charges

Total Expenses
Profit Before Tax
Taxation

Profit After Taxation

Annual Report

HORIZONTAL ANALYSIS

6 Years
CAGR

5%
31%
-100%
14%
-4%
13%
-100%
25%
0%
5%

10%
-22%
8.63%
3%
100%
1%
4%

21%

10%
-100%
31%
100%
19%
21%

25%
9%
74%
54%
100%
=77%
33%
27%

27%
64%
100%
18%
25%
57%
65%

50%

2023

40,895
3,727
287,479
203,727
15,640

37,965

589,432

5,669
27,222
486,283
8,498
1,316
20,123
549,110

40,322

20,507
6,563
1,960

11,292

40,322

92,087
4,133
1,752
5,758

114

0
448
104,292

69,678
2,807
250
23,042
95,777

8,515
4,180

4,335

2022

24,765
1,800
11,351
303,465
231,102
13,836

30,396

616,715

5,408
97,808
464,132
6,995
320
20,511
595,169

21,547

12,975
(2,855)
2,787
795
7,845
21,547

72,047
3,213
130
2,162
(307)
(77)
177
77,347

57,191
1,099
177
16,749
75,216

2,131
1,166

965

2021

34,267
1,186
31,939
231,266
254,184
13,302

18,145

584,289

7,039
70,474
460,705
6,997
1,386
15,664
562,265

22,024

12,975
(2,855)
2,331
2,467
7,107
22,024

39,125
3,207
574
1,187
95

12

3
44,202

27,231
1,995
45
12,723
41,993

2,209
905

1,304

2020

30,421
1,106
23,240
201,698
250,199
10,086
14,678
739
532,168

4,982
48,303
433,063
7,493
1,194
16,541
511,576

20,592

12,975
(2,855)
1,991
2,334
6,148
20,592

43,099
3,596
98
1,010
1,873
29

70
49,775

33,322
1,280
132
13,019
47,752

2,023
873

1,150

2019

25,589
463
30,321
142,568
242,945
11,964
9
16,194
374
470,427

3,804
54,468
369,790
7,495
17,536
453,094

17,333

12,975
(2,855)
1,750
637
4,828
17,333

41,595
2,860
300
963
(711)
47

484
45,538

34,566
©2)
139

10,792

45,405

133
108

25

Rs. in million
2018

32,111
969
1,937
148,690
251,991
8,415
287
12,354

456,754

3,520
96,559
321,413
7,497
12,148
441,137

15,617

12,975
(2,855)
1,712
(1,036)
4,821
15,617

29,997
2,669
109
671
(1,434)
17
109
32,138

21,188
239
(149)
9,956
31,233

905
342

562
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¥ SIX YEARS’ FINANCIAL PERFORMANCE

Total Assets Rs. in million Deposits Rs. in million
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2023 2022 2021 2020 2019 2018 2023 2022 2021 2020 2019 2018
Gross Advances Rs. in million
Investments Rs. in million
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I SIX YEARS’ FINANCIAL PERFORMANCE

Net Markup Income Rs. in million Non Markup Income Rs. in million
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Profit Before Tax Rs. in million Profit After Tax Rs. in million
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GRAPHICAL PRESENTATION OF
FINANCIAL STATEMENTS

3%

2028 - Variance from 2022

50% Statement of Assets ' -4.42%

Financial
Liabilities ' -7.74%

Position

M Equity Il Liabilities [l Assets

Profit and Loss account Variance from 2022

rar I  5:9.32%
reT [, 2oo.54%

Non Markup Income _ 130.27%

Net Markup Income _ 50.84%

5%

Cash Flows Cash Flows 47%

2022

2023

-52%

[l Operating [l Investing [l Financing [l Operating [ Investing [l Financing
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FINANCIAL RATIOS

Profitability Ratios

Profit before tax ratio (PBT / Total Income)
Gross yield on earning ratio

Gross spread ratio

Non Interest income to total income

Cost / Income ratio

Return on Equity (PAT / Average Equity)

Investors’ Ratios

Market Price per share (Rs)

Earning per share (Rs)

Breakup Value or Net assets per share (Rs)

Breakup Value per share without surplus on
revaluation of fixed assets (Rs)

Market capitalisation (Rs in million)

Number of shares (Number in million)

Price to Book ratio

Assets Quality and Liquidity Ratios

Gross Advances to Deposits ratio

Net Advances to Deposits ratio

Investments to Deposits ratio

Infection Ratio (NPLs to Gross Advances)
NPLs to Net Advances ratio

Coverage ratio (Specific provisions to NPLs)
Deposits to shareholders’ equity

Assets to shareholders’ equity

Earning assets to total assets ratio

Capital Adequacy

Tier 1 Capital

Total Eligible Capital

Risk Weighted Assets (RWAs)
RWAs to Total Assets

Tier 1 to RWAs

Capital adequacy ratio

Other Financial Ratios

Net Operating Margin (PAT / Total Income)
Return on capital employed

Return on Assets (PAT / Average Assets)

Debt to Equity Ratio (Long term Debt / Equity)
Weighted Average cost of deposit

Others
Number of Branches

Number of Employees (Permanent, contractual and outsourced)

2023

24.60%
18.75%
24.33%
35.26%
67.29%
14.01%

9.04
2.75
19.66

19.15
18,537.99
2,050.66
45.97%

43.96%
41.89%
59.12%
7.57%
7.94%
59.69%
12.1 Times
14.6 Times
83.34%

19,747
25,654
204,688
34.73%
9.65%
12.53%

12.52%
11.21%
0.72%
0.2 Times
11.30%

292
4,940

2022

10.57%
13.20%
20.62%
26.30%
83.97%

4.43%

4.69
0.74
16.61

15.72
6,085.11
1,297.46

28.24%

51.39%
49.79%
65.38%
6.84%
7.06%
44.21%
21.5 Times
28.6 Times
88.52%

20,661
24,759
186,736
30.28%
11.06%
13.26%

4.79%
3.35%
0.16%
0.3 Times
8.41%

282
4,739

Annual Report

2021 2020
(Percentage)
13.02% 12.29%
7.56% 9.07%
30.40% 22.69%
29.91% 40.58%
75.23% 79.93%
6.12% 6.06%

(Rs. in million / Percentage)

4.82 6.30
1.01 0.89
16.97 15.87
16.05 15.14
6,253.78 8,174.02
1,297.46 1,297.46
28.40% 39.69%

(Percentage / Times)

56.62% 58.74%
55.17% 57.77%
50.20% 46.57%
5.34% 4.61%
5.48% 4.69%
47.18% 35.64%
20.9 Times 21.0 Times
26.5 Times 25.8 Times
88.55% 89.28%

(Rs. in million / Percentage)

20,055 18,479
25,810 23,100
187,444 180,889
32.08% 33.99%
10.70% 10.22%
18.77% 12.8%

(Percentage / Times)

7.69% 6.99%
4.57% 4.35%
0.23% 0.23%
0.3 Times 0.4 Times
4.88% 7.32%
(Number)
282 308
4,487 5,311

2019

1.22%
10.00%
16.90%
35.94%
99.62%

0.15%

5.40
0.00
13.36

12.54
7,006.31
1,297.46

40.42%

66.65%
65.70%
38.55%
4.20%
4.26%
32.26%
21.3 Times
27.1 Times
88.40%

17,120
21,426
165,774
35.24%
10.33%
12.93%

0.24%
0.11%
0.01%
0.4 Times
8.22%

360
4,904

2018

8.26%
7.45%
29.37%
19.55%
89.56%
3.48%

7.37
0.30
12.04

11.28
9,562.31
1,297.46

61.23%

79.38%
78.40%
46.26%
3.26%
3.30%
35.98%
20.6 Times
29.2 Times
88.15%

15,917
20,178
168,020
36.79%
9.47%
12.01%

5.13%
2.51%
0.13%
0.5 Times
4.94%

345
5,127
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DIRECT METHOD CASH FLOW

STATEMENT

CASHFLOW FROM OPERATING ACTIVITIES

Markup / return / interest and commission receipts
Markup / return / interest payments
Payments to employees, suppliers and Others

Decrease / (increase) in operating assets
Lendings to financial institutions
Held-for-trading securities
Advances
Other assets (excluding advance taxation)

(Decrease) / Increase in operating liabilities
Bills payable
Borrowings
Deposits
Other liabilities

Income tax paid
Net cash (used in) / generated from operating activities

CASH FLOW FROM INVESTING ACTIVITIES

Net investment in available-for-sale securities

Net investment in held-to-maturity securities

Investment in subsidiary

Dividends received

Investment in fixed assets

Investment in intangible assets

Proceeds from sale of fixed assets

Effect of translation of net investment in foreign branch
Net cash generated from / (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Payment of lease liability against right of use assets
Issuance of share capital (Right shares)

Issuance of subordinated debt

Repayment of subordinated debt

Net cash generated from / (used in) financing activities
Increase / (decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year

70

2023

2022

81,238,482 66,987,149
(68,163,090) (55,531,073)
(769,782) (5,890,359)
12,305,610 5,565,717
11,351,162 20,587,882
(14,543) 1,075,866
24,683,232 22,126,946
(8,194,357) (12,381,424)
27,825,494 31,409,270
265,776 (1,635,941)
(69,843,454) 27,333,906
22,150,858 3,426,906
(366,312) 5,249,813
(47,793,132) 34,374,684
(7,662,028) 71,349,671
(2,955,647) (1,401,528)
(10,617,675) 69,948,143
(12,047,023) 14,472,435
47,291,663 (91,293,894)
(6,618,634) -
1,751,922 257,720
(2,183,431) (1,461,594)
(1,321,382) (864,030)
167,611 130,241
219,841 263,175
27,260,567 (78,495,947)
(1,551,908) (1,322,720)
2,205,689 -
3,500,000 -
(1,997,233) (1,800)
2,156,548 (1,324,520)
18,799,440 (9,872,324)
25,273,672 35,145,996
44,073,112 25,273,672
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DUPONT ANALYSIS

DuPont model is a financial ratio based on the return on equity ratio that is used to analyze the Bank’s
ability to increase its return on equity. This is the method of breaking down the original equation for ROE
into three components: operating efficiency, asset efficiency, and leverage.

Operating efficiency is measured by net profit margin and indicates the amount of net income generated
after taking account all the expenses.

Asset efficiency is measured by the total asset turnover and represents how much revenue has been
generated by optimum utilization of the assets. Finally, financial leverage is determined by the Equity
Multiplier.

2023 2022 2021 2020 2019 2018

Net Operating Margin PAT / Total Income A 12.52% 4.79% 7.69% 6.99% 0.22% 5.14%

Asset Utilization AT°ta' Income / B 5.74% 3.36% 3.04% 3.28% 2.37% 2.58%
verage Assets

Return on Assets C=AXB  0.72% 0.16% 0.23% 0.23% 0.01% 0.13%

Leverage Ratio / Equity Multiplier V67298 Assets / D 19.50 27.56 26.20 26.42 28.12 26.27
Average Equity

Return on Equity CXD 14.01% 4.43% 6.12% 6.06% 0.15% 3.48%

X
I
0
o
X
©
0
al
2023 2022 2021 2020 2019 2018
B Net Operating Margin PAT / Total Income A B Asset Utilization Total Income / Average Assets B B Return on Equity C X D
<
o
& Rs. in million
30,934

10,950

o l 4,335
o
N
w

2022 2021 2020 2019 2018

B PAT M Total Income M Average Equity
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ECONOMIC VALUE-ADDED STATEMENT

Economic value added is a measure based on the residual income technique that serves as an indicator
of the profitability. It takes into account all costs including the opportunity cost of equity.

2023 2022
------- Rs. in million -------

Return on Invested Capital

Profit after taxation 4,335 965
Provision and write offs 2,807 1,099
Tax @ 49% 1,376 538
Provision and write offs - net of Tax 1,432 560
Return on invested capital 5,767 1,525
Invested Capital

Equity at start of the year (excluding surplus) 20,752 19,557
Economic cost 23.90% 14.55%
Opportunity cost of invested capital 4,959 2,846
Economic Value Added (EVA) 807 (1,320)

Rs. in million
Economic Value-Added (1,320)
Opportunity cost of invested capital
Il 2023
[y 2022
20,752
Total return on invested capital
19,557

Invested Capital
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SUMMARY OF CASH FLOWS

Rs. in million
2023 2022 2021 2020 2019 2018

Cash flows from operating activities (10,618) 69,948 60,671 95,088 (28,905) (37,583)
Cash flows from investing activities 27,261 (78,496) (55,222) (87,981) 22,775 49,674
Cash flow from financing activities 2,157 (1,325) (1,688) (1,138) (1,033) 2,318

Cash and cash equivalents at
beginning of the year 25,274 35,146 31,384 25,415 32,578 18,169

Cash and cash equivalents at
end of the year 44,073 25,274 35,146 31,384 25,415 32,578

Rs. in million
95,088
27,261
2,157
(10,618)
(87,981)
2023 2022 2021 2020 2019 2018
. Operating Activities . Investing Activities . Financing Activities
Rs. in million
2023 2022 2021 2020 2019 2018

Profit before taxation 8,515 2,131 2,209 2,023 133 905
Adjustment for non-cash items 3,790 3,434 3,306 3,476 1,457 537
Operating assets / liabilities changes (22,923) 64,382 55,156 89,589  (30,495) (39,026)
Net cash (used in) / generated from operations (10,618) 69,948 60,671 95,088  (28,905) (37,583)
Capital expenditure (3,505) (2,326) (2,629) (1,076) (2,032) (1,367)
Free cash flows (14,122) 67,623 58,042 94,012  (30,937) (38,951)
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ANALYSIS OF CAPITAL ADEQUACY RATIO

2023 2022
Minimum Capital Requirement(MCR): e Rs. in million --------
Paid-up capital (net of losses) 20,507 10,119
Eligible Common Equity Tier 1 (CET 1) Capital 17,247 18,161
Eligible Additional Tier 1 (ADT 1) Capital 2,500 2,500
Total Eligible Tier 1 Capital 19,747 20,661
Eligible Tier 2 Capital 5,907 4,098
Total Eligible Capital (Tier 1 + Tier 2) 25,654 24,759
Risk Weighted Assets (RWAs):
Credit Risk 158,395 153,443
Market Risk 1,788 970
Operational Risk 44,505 32,322
Total 204,688 186,736
Total Eligible Capital 25,654 24,759
Risk Weighted Assets (RWAS) 204,688 186,736
Capital Adequacy Ratio 12.53% 13.26%
Risk Weighted Assets Rs. in million
2023 2022 2021 2020 2019 2018
158,395 153,443 159,683
155,762 144,381
\/\—Ns
44,505
32,322 26,893
23,982 20,468 17,046
1,788 970 868 1,145 925 1,896
—— Credit Risk —— Market Risk —— Operational Risk
Capital Adequacy Ratio
12.53%
11.50%
9.65%
8.43% 9.00%
l 7'50% | I
CET 1 to RWA Tier 1 CAR

74 . Actual - 2023 . Requirement



Annual Report

CATEGORY OF INVESTMENTS - FAIR VALUE

2023 2022 2021 2020 2019 2018
Rs. in million
T-bills 30,363 145,571 137,818 115,052 67,669 44,375
PIBs - floating rate 172,829 103,061 59,377 19,424 22,927 -
PIBs - fixed rate 37,877 43,548 21,375 54,044 44,881 92,252
TFCs and Sukuks 1,642 1,707 2,577 6,639 2,963 1,526
Shares 3,534 5,450 4,160 4,264 1,966 2,557
Associates and subsidiaries 21,086 2,141 2,141 2,161 2,120 2,099
Others 20,149 1,988 3,819 114 41 5,882

287,479 303,465 231,267 201,698 142,568 148,690

Rs. in million
200,000

180,000
160,000

140,000

120,000

100,000

80,000

60,000

40,000 I I I I I
oo I W0 Mo Dl b 11

2023 2022 2021 2020 2019 2018

m T-bills m PIBs - floating rate m PIBs - fixed rate m TFCs and Sukuks  m Shares
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NON-PERFORMING LOANS

Rs. in million
2023 2022 Variance 2023
NPLs Provision NPLs Provision NPLs Provision Coverage
Category wise
OAEM 364 2 414 0 -12.10% 100.00% 0.59%
Substandard 1,337 118 1,301 171 2.78% -31.23% 8.81%
Doubtful 2,510 221 1,808 462 38.80% -52.20% 8.80%
Loss 11,974 9,320 12,789 6,577 -6.37% 41.70% 77.83%
Total 16,184 9,661 16,312 7,211 -0.78% 33.97% 59.69%
Coverage Ratio
o N
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o ©
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2023 2022 2021 2020 2019 2018

m NPI m Provisinn -m (C.nverane Ratin
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O ADVANCES BY SEGMENT

Advances
Portfolio

Rs. 213 billion

Individuals Real estate

Food / confectionery / beverages Petroleum, oil and gas

Transportation Fertilizer

Others Pharmaceuticals
Textile Cement

Power and water Plastic

Wholesale and retail trade Tele-communication

Metal and steel Chemical
Engineering, IT and other services Paper / board / furniture
Agri finance Sugar

Financial

Brokerage

Automobile and transportation equipment
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FUNDING MIX

9% 8% 19 4% 1% 5%

Concentration of
Liabilities and
Equity

Concentration of

Assets

34%

[l Cash and [l Fixed Assets [l Bills Payable [l Subordinated Debt
Bank Balances and Other Assets

Deposit & other Borrowings
M Advances - net [l Investment - net B Dep u g

accounts

Lending to Financial Instituions Deferred Tax and Other Liabilities

Deposit Breakdown Rs. in billion
224
210
197
189 189
161
143 148
137 133
122
115 115
108
90 91
83 | 82 |
2023 2022 2021 2020 2019 2018

I Non-Remunerative Deposits [l Saving Account [ Term Deposit
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QUARTERLY PERFORMANCE

Rs. in million
2023 2022
4th Qtr 3rd Qtr 2nd Qtr 1st Qtr 4th Qtr 3rd Qtr 2nd Qtr 1st Qtr

Profit and loss account

Mark-up earned 27,585 22,035 21,485 20,982 23,273 18,907 16,065 13,802
Mark-up expensed (19,927) (17,721) (16,104) (15,926) (18,951) (15,008) (12,708) (10,524)
Net mark-up income 7,657 4,315 5,381 5,056 4,322 3,899 3,357 3,278
Non mark-up income 5,284 2,909 1,805 2,207 974 1,866 1,250 1,210
Total Income 12,941 7,223 7,186 7,263 5,296 5,765 4,607 4,488
Non-mark-up expenses (7,528) (5,525) (5,264) (4,974) (4,510) (4,476) (4,440) (3,500)
Profit before provisions 5,413 1,699 1,922 2,288 786 1,289 167 988
Provisions and write off (1,569) (237) (238) (763) (464) (451) 129 (813)
Profit before taxation 3,844 1,462 1,684 1,526 322 838 296 675
Taxation (1,830) (648) (1,032) (669) (179) (442) (280) (265)
Profit after taxation 2,014 813 652 856 145 395 16 409
Statement of Financial Position
Assets
Cash and balance with treasury banks 40,895 35,730 35,836 33,983 24,765 31,838 30,744 27,901
Balances with other banks 3,727 2,798 3,693 3,491 1,800 1,290 4,535 1,344
Lendings to Financial Institutions - - 37,117 837 11,351 322 46,760 327
Investments 287,479 302,224 253,500 238,416 303,465 282,689 326,745 300,153
Advances 203,727 202,405 201,235 223,564 231,102 233,528 243,023 246,819
Fixed assets 10,767 10,716 10,621 9,913 10,004 9,993 10,248 10,233
Intangible assets 4,873 4,458 4,116 3,934 3,832 3,546 3,356 3,207
Deferred tax assets - - - 279 - - - -
Other assets 37,965 33,711 34,269 28,380 30,396 25,718 26,691 20,864
589,432 592,043 580,388 542,797 616,715 588,924 692,103 610,848
Liabilities
Bills payable 5,669 5,607 6,591 6,210 5,403 5,929 6,318 5,719
Borrowings 27,222 34,831 52,191 52,087 97,808 53,228 154,892 108,424
Deposits and other accounts 486,283 484,112 469,814 436,988 464,132 481,217 482,368 450,950
Subordinated debts 8,498 8,499 10,138 6,995 6,995 6,997 6,997 6,997
Deferred tax liabilities 1,316 899 110 - 320 888 608 809
Other liabilities 20,123 21,127 18,837 18,933 20,511 18,485 19,618 16,367
549,110 555,074 557,681 521,213 595,169 566,744 670,801 589,266
Net assets 40,322 36,969 22,706 21,584 21,547 22,180 21,302 21,582
Represented by
Share capital 20,507 20,507 10,119 10,119 10,119 10,119 10,119 10,119
Reserves 6,563 6,189 3,316 3,175 2,787 2,757 2,554 2,452
Surplus / (deficit) on revaluation
of assets - net of tax 1,960 526 205 (285) 795 1,525 1,171 1,567
Unappropriated profit 11,292 9,748 9,066 8,575 7,845 7,779 7,458 7,444
40,322 36,969 22,706 21,584 21,547 22,180 21,302 21,582
Quarterly PBT
N~
[To]
3,844 N ©
Rs. in million N ) -
Rs. in million
1,462 1,684 1,526
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322 l 296
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MARKUP AND NON-MARKUP INCOME

Rs. in million
2023 2022 2021 2020 2019 2018

Mark-up/return/interest earned

Loans and advances 38,977 30,398 20,672 25,288 30,945 19,657
Investments 49,689 40,180 17,643 16,509 9,683 10,071
Lendings to financial institutions 247 60 26 33 53 111
Balances with others banks 305 79 46 10 55 20
Securities purchased under resale agreements 2,869 1,329 738 1,259 859 137

92,087 72,047 39,125 43,099 41,595 29,997

Mark-up/return/interest expensed

Deposits 53,705 38,912 21,814 29,390 28,415 15,099
Borrowings 12,446 16,279 3,815 1,889 3,678 5,556
Sub-ordinated debts 1,782 1,064 696 900 1,029 408
Cost of foreign currency swaps against
foreign currency deposits / borrowings 1,445 581 518 736 937 125
Lease liability against right-of-use assets 301 356 388 406 507 -
69,678 57,191 27,231 33,322 34,566 21,188
Net Markup income 22,409 14,856 11,895 9,777 7,029 8,809
Non-markup / interest income
Fee and commission income 4,133 3,213 3,207 3,596 2,860 2,669
Dividend income 1,752 130 574 98 300 109
Foreign exchange income 5,758 2,162 1,187 1,010 963 671
Gain / (loss) on securities 114 (807) 95 1,873 (711) (1,434)
Income from derivatives 0.01 (77) 12 29 47 17
Other income 448 177 3 70 484 109

12,205 5,300 5,077 6,676 3,943 2,141

Markup income from Advances and investments (2023 - 2018)
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B Income from advances to markup income ® Income from investments to markup income
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MARKET SHARE INFORMATION

JSBL Share Price Free Float Market Capitalization
2023 High Low Close Shares (m) % Shares (m) | Value (m)
December 31, 2023 10.09 5.65 9.04 410 20% 2,050 18,538
September 30, 2023 6.20 4.98 5.70 410 20% 2,050 11,689
June 30, 2023 4.89 4.00 4.89 324 25% 1,297 6,345
March 31, 2023 4.88 3.90 412 324 25% 1,297 5,346
2022 High Low Close | Shares (m) % Shares (m) Value (m)
December 31, 2022 5.10 3.61 4.69 324 25% 1,297 6,085
September 30, 2022 4.03 3.50 3.95 324 25% 1,297 5,125
June 30, 2022 4.94 3.58 4.00 324 25% 1,297 5,190
March 31, 2022 4.97 417 4.36 324 25% 1,297 5,657
70,000,000 1200,000,000
2 60,000,000 1,000,000,000 5
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SHARE PRICE SENSITIVITY ANALYSIS

Factors that can influence the share price of JS
Bank Limited are given below:

Discount Rate/Monetary Policy

The monetary policy rate can be changed by the
SBP based on different macroeconomic factors.
Any volatility in the interest rates may impact
revenue and profitability of the Bank and the share
price as well.

Minimum Rate of Return on Deposits/Regulatory
Risk

Any upward revision in the minimum deposit rate
will lead to increased cost of deposits that would
squeeze net interest margins earned by the Bank.
As a result, the earning and correspondingly the
share price of the Bank may be adversely affected.

Inflation

Inflation is one of the key determinants for policy
rate change. Increase in inflation would lead to
monetary tightening by the SBP, enabling the Bank
to invest in high yielding investments, leading to
increased profitability and a positive impact on the
share price of the Bank.

Political Stability & Law and order situation

Political instability and turmoil would adversely
impact the capital market of the Country. As a result,
the share price of the Bank may also be negatively
affected.

Sensitivity Analysis of Change in Market Capitalization

Share Price as of December 31, 2023

Rs. 9.04

Market Capitalization as of December 31, 2023

Rs. 18,538 Million

Change in Share Price by

Change in Market Capitalization

+10% Rs. 1,853 Million
10% Rs. (1,853) Million
12.00 30,000,000
g 10.00 h\ 25,000,000
[0}
§ 8.00 20,000,000
= 6.00 15,000,000
ks
< 4.00 SN 10,000,000
% 2.00 III [ll[hl hﬂ ﬂ_ 5,000,000
L b an ol I bbb &
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Jan-23  Feb-23 Mar-23 Apr-23 May-23 Jun-23
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SENSITIVITY ANALYSIS - FOREIGN
CURRENCY FLUCTUATIONS

The Pak Rupee experienced a relatively challenging
year and saw highs and lows due to political
uncertainty, deteriorating foreign exchangereserves,
rising external financing gap and challenging global
financial markets. During the year 2023, the Rupee
started its journey with a high of 226.93 against
the US Dollar in January then touched a low of
307.09 in September and finally closed at 281.86
in December 2023. In CY23, PKR depreciated by
24.48% against USD, however the currency has
stabilized during the 1THFY24 as it has appreciated
by 1.45% due to Stand-by Arrangement (SBA)
with International Monetary Fund (IMF). The gap

between open market and interbank market has
also narrowed after SBP implemented multiple
policy level and administrative control changes
during 1HFY24.

The USD/PKR interbank market has now settled
around the 280 levels. Despite the reduction
in volatility in the last few months, our astute
management of our dealings in foreign currency
has ensured stable earnings. The risk appetite of
our Bank is determined by the Board and monitored
by the Risk team. The Treasury team proactively
manages day to day liquidity, Net Open Positions
and FEEL limits of the bank. The Risk management
team ensures adherence to LCR and NSFR ratios
as per SBP guidelines. The Bank ensures full
implementation of BASEL Ill liquidity standards and
liquidity ratios.

83



Annual Report

" CALENDAR OF MAJOR EVENTS - 2023

Annual Results — 2022 approved by the Board

Annual General Meeting

April 26, 2023 1st Quarter Results — 2023 approved by the Board

EGM to approve the change in the mode of consideration for the
acquisition of shares of BIPL through a Tender Offer

August 10, 2023 Issuance & Allotment of 17% Right Shares

August 18, 2023 Acquisition of majority shares of BIPL

August 23, 2023 2nd Quarter Results — 2023 approved by the Board
October 24, 2023 3rd Quarter Results — 2023 approved by the Board

December 20, 2023 Approval of Budget FY 2024 by the Board

December 29, 2023 Corporate Briefing Session
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VALUE CHAIN

JS Bank value chain activities can be divided into two categories: primary activities and support activities.
The primary activities are related to internal and external logistics, marketing, and after-sales service.
Support activities are the value activities that sustain and facilitate the primary activities.

Downstream activities ° Conception of financial Products and Services
q o P * Mobilization of deposits and distribution network
(P“mary AGtIVItIeS) » Asset Management and portfolio Enhancement
+ Marketing & Sales- Choice of the method of
distribution, of the advertising, of the target market
+ Associated services to the products and after-sales:
consumer services

upstream activities « Banking infrastructure,
(Supporting Activities)

« Technology development,

* Human resource management,

* Risk Management, and

» Governance and Stakeholders engagement

o * Product and process innovation: getting ahead of the
Distinctive competition
competencies + Perfect fusion of services and products in order to offer
the complete package
« Capability of staff to advise consumers in many
situations: financial expertise
» Differentiated offer with respect to a variety of
situations: flexible products, possibility to renegotiate
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Japan

OLD IS GOLD!

The Japanese are known as Super Savers. Japan’s money
culture combines traditional values with modern financial
practices. It emphasizes the importance of saving, investing,
and maintaining financial stability while valuing money’s role in
social interactions and gift-giving.
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STRATEGY AND RESOURCE ALLOCATION

At JS Bank, we are dedicated to spearheading sustainable growth and delivering comprehensive solutions that
transcend traditional banking. To achieve this, we are investing in technology, people and enhancing our network.
Our strategy supports steady growth, prioritizing customer satisfaction and cost efficiency. We have streamlined
our structure for agility in decision-making. Our expansion into Islamic Banking with “Banklslami” caters to diverse
banking needs, fostering benefits of scale.

Our strategic focus spans from leveraging technology for customer service excellence, particularly for younger
demographics, to expanding our reach for income growth, and eventually establishing a significant presence
nationally and internationally. We’re committed to partnerships that add value and support environmental, social, and
governance (ESG) initiatives, aiming to integrate deeply into Pakistan’s financial ecosystem.

Strategic Objectives

Short Term e Continueto leverage on technology and deliver superior customer service by digitalizing
and automating core banking processes. Our aim is to improve our customer interface
and enable customers to interact and transact digitally with a sharp focus on catering
to emerging millennial and Gen-Z population.

e Data driven decision making to optimize costs, drive quality and core profitable
earnings instead of just a growth in headline numbers. Focused efforts to grow in high
yielding conventional banking products.

* Increase our presence across the country through an optimized branch network to
maximize income streams via profitable growth in deposits, prudent and measured
expansion in advances

Medium Term e  Steadily increase our customer base and deposits, grow our market share in consumer
products to be a leader within mid-sized banks with a diversified portfolio of products
and low infection ratio.

e Through our diversified portfolio of products providing financial solutions to individuals,
SMEs, Agriculture customers and Public and private sector organizations.

* To have end to end digitally enabled banking solutions for Gen Zs and millennials and
establish the Bank as an innovative and customer centric.

Long Term e Develop JS Bank as a prominent Bank of the country with an international presence.
Deliver a user experience that transcends conventional and Islamic banking norms
and embeds deeply within the financial eco system of Pakistan’s economy.

e Continue to connect with likeminded organizations to create synergies and build a
network of partners that bring value through solutions to our customers, utilizing
benefits of synergies created between such partnerships.

e Support environmental, social, and good governance (ESG) initiatives for economic
growth, social progress, and environmental protection.

Strategies in Place

At JS Bank, we are redefining our branch network, placing operational excellence and customer centricity at the heart
of everything we do. By harnessing data analytics and actively engaging with customer feedback, we are committed
to delivering a seamless banking experience that meets our high service standards at every touchpoint.

Our focus remains on expanding the reach of our WhatsApp, mobile and online banking services, creating secure and
user-friendly solutions for our tech-savvy customers. With the fast-paced growth of digital landscape in the country
we will remain focused on delivering robust digital banking solutions. Collaborations with tech innovators will continue
to be crucial, ensuring our services are secure and our operations agile in the face of change.
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We will concentrate on leveraging our core strengths in Retail and SME banking, refining our flagship product offerings,
and driving revenue growth through strategic initiatives in deposits and non-funded income streams, including Trade

and Cash Management.

Our greatest asset is our human resource. Inspired by an organizational vision where talent thrives, we are fostering a
dynamic, inclusive work culture that celebrates diversity and equality and propels us towards our growth ambitions.
We regularly recalibrate our Key Performance Indicators to align them with our strategic objectives, ensuring that they
stay relevant amid evolving economic and regulatory landscapes.

Key performance Indicators to developed measure performance are:

Strategic Objective

Strategy for meeting objective

KPI

Accelerate digital
transformation, optimize costs
and automate processes to
enhance efficiency, and improve
customer satisfaction

Enabling end to end banking solutions
through digital channels i.e., Mobile,
WhatsApp and Internet banking.

Automate and simplify customer onboarding
through Digital Account Opening, Micro
Payment Gateway, Pakistan Single Window,
freelancer account, etc.

360 views of customer across all touchpoints

with  enhanced focus on deposits,
transactional solutions and capitalize
on cross-sell opportunities in existing

relationships

% Increase in Mobile banking
usage in comparison to target set
and previous year

% Decrease in manual account
opening in comparison to target
set and previous year

% Increase in CRM Utilization
in comparison to target set and
previous year

Provide value added services
and deliver operational
excellence through an
established branch footprint

Establish a strategically positioned network
of branches offering top notch service and
a welcoming and appealing look and feel.
Improve customer experience by reducing
turnaround times, monitoring service levels
through customer feedback and digital/
technology platforms.

Improvement in BSI score in
comparison to target set and
previous year

Maintain a strong capital base
and healthy deposits and
advances

Steadily grow our deposits and advances,
retain existing pool and capitalize on
opportunities present in the market in public
and private sector. Greater focus on SME
and commercial clients through competitive
pricing and differentiated offerings

Growth in deposits and Advances
in comparison to target set and
previous year

A diverse portfolio of profitable
products meeting consumer
needs across each segment
and demography

Offer innovative and digitally enabled
financial solutions addressing financing
needs of SME enterprises and leverage
on our flagship and profitable products.
Increasing deposits and customer stickiness
via conversion of customers to digital
channels

Growth in Ending Net Receivable
from customer comparing with
target and previous year.

An optimized and well led
diverse organization

Encourage gender equality and diversity
across all businesses. Develop a caring
and compassionate culture that drives the
right employee behavior. Foster employee
developing needs by providing relevant and
challenging on the job learning and career
growth

Global Diversity & Inclusion
Benchmark
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Resource Allocation Plan

Nature of Capital

Resource allocation plan

Human Capital

Based on business requirements and customer needs, organizational changes
are being done to ensure we are well positioned as a team in line with the bank’s
strategic goal

Prioritize the retention of hi-potential talent by nurturing their professional
development and growth within our bank’s culture.

Dedicate continuous effort to train and develop our team members to excel in
customer service.

Manufactured Capital

Investments in our branches’ infrastructure, to increase footprint strategically

Strategically position our branches and tailor our services to expand our customer
base through targeted product offerings.

Equipping branches with latest digital technology to improve service levels

Financial Capital

Invest in process automation and IT network improvement and build capacity
internally to achieve technological advancements

Allocate capital to infrastructural enhancements and high-return assets, driving
cost efficiencies and profitability.

Intellectual Capital

Reengineer processes whenever needed to create synergy between functions
aiming to increase customer satisfaction

Drive compliance across the organization ensuring all Governance standards are
strictly implemented and followed

Drive constant innovation in products and processes to improve customer
satisfaction

Social and Relationship
Capital

Forge strategic partnerships with organizations that reflect our innovative spirit to
introduce pioneering banking solutions.

Collaborate with entities that advance sustainable energy initiatives, underlining
our commitment to environmental consciousness.

Conserve energy through renewable energy solutions, promote paperless
environment and contribute to the environment by actively participating in
cleanliness.
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Strategy to Overcome Liquidity Problem

JS Bank actively manages the Bank’s liquidity and funding to support its business strategy and meet regulatory
requirements at all times, including stress scenarios. The liquidity risk is managed through a detailed risk management
framework, which is approved by the Board of Directors. Under this framework, the Bank closely monitors its liquidity
position by analyzing early warning indicators and various risk appetite measures, including the Liquidity Coverage
Ratio (LCR) and the Net Stable Funding Ratio (NSFR). The Bank’s Current, Savings and Term deposit base indicates
a stable and sound liquidity position. The Bank also has a reasonable portfolio of marketable securities that can be
realized in the event of liquidity stress. The Bank is fully compliant with Basel Ill Liquidity Coverage Ratio (LCR) and
Net Stable Funding Ratio (NSFR), which shows the Bank’s ability to meet its short-term funding requirements and
provision of stable funding against its asset portfolio. The Bank has a well-defined Liquidity Contingency Plan for
liquidity crisis management. Further, our risk management section of the report discusses detail aspect of liquidity
risks.

Significant Changes from Prior Years

2023 marked a successful closure of Banklslami Pakistan’s (“BIPL”") acquisition by JS Bank. During the year, the Bank
has acquired 67.33% shareholding in BIPL, taking its total shareholding to 75.12%. While both banks will continue
to operate independently in their respective domains, we will be able to provide a higher number of touchpoints to a
wider client base through a combined network of more than 700 branches. Both banks will also continue to adopt best
practices from each institution to improve customer experience.
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BUSINESS MODEL

Key Inputs
= FINANCIAL CAPITAL

Share Capital Rs. 20,506 million
( ’3 Total Equity Rs. 40,322 million
Deposits Rs. 486,283 million

Subordinated Debts Rs.8,498 million

HUMAN CAPITAL

Staff Strength 4,940
Hub of creativity and excellence.
Culture of integrity and diligent professionalism.

MANUFACTURED CAPITAL
Branch Network 292

Intangible Assets Rs. 4,873 million
Property and Equipments Rs.10,767 million

INTELLECTUAL CAPITAL

Well-defined strategic direction and coherent policies
Robust and capable board with diverse expertise
Effective leadership and skilled management
Streamlined and optimized infrastructure system

,ﬁ,’.;T SOCIAL AND RELATIONSHIP CAPITAL
@ ) Engaging and dynamic social media presence
\\@/v Well-maintained and user-friendly website
Responsive and preemptive grievance redressal system

- |NSTITUTIONAL CAPITAL

Long-Term Credit Rating AA-
—— Short-Term Credit Rating A1+
Outlook: Positive

NATURAL CAPITAL
!ﬁ’/ Stringent Health and Safety protocols prioritized across all premis

i

92



Annual Report 2023

Business activities
Our Principles to Operate Key Outputs

Sustainable office practices and
eco-friendly operations

~

Continuous improvement of customer
experience and satisfaction

Effective and agile risk management
strategies

<

Ongoing professional development and
upskilling opportunities for employees

High employee satisfaction and
motivation levels

~~

Commitment to diversity and inclusion,
including hiring people with disabilities

<

Full compliance with all regulatory
standards and requirements

Continuous innovation and adoption of
digital technologies

<~

Socially responsible business practices
and community involvement

Meaningful contributions to Corporate
Social Responsibility initiatives

~

Strong ethical values and principles
ingrained in all business practices

~

Profit after Tax Rs. 4,335 million
Earnings per Share Rs. 2.75
Return on Equity 14.01%

CAR 12.53%

Return on Assets 0.72%

Salaries & Benefit Rs.8,151 million

Robust training and development programs
Professionally trained and skilled service staff
Well-structured and beneficial internship
opportunities.

Engaging team building and motivational
programs to foster collaboration and
productivity.

Deposits Growth 4.77%

CASA Mix Improved 61.20%
Commendable customer complaint
resolution rate.

Strict adherence to all regulatory
mandates and standards.

Effective corporate governance policies
and their rigorous implementation.

Contribution to CSR Rs.170 million

Strong and positive customer relations and
engagement.

Inclusive hiring practices that welcome
people with disabilities.

Supportive and inspiring workplace culture
and environment.
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Singapore

LESS IS A LOT MORE!

Singaporeans value financial discipline, and the concept
of “saving face” is important to avoid appearing wasteful.
Families prioritize education and are willing to invest
significantly in children’s education. Singapore has one of
the world’s highest national saving rates.
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I RISKS AND OPPORTUNITIES

Summarized risks, opportunities and related mitigating factors are documented below:

portfolio spread over Corporate / Commercial & SME
businesses with different industry sectors. Credit Risk
Function ensures to minimize credit risk associated
with borrowers. Credit & Risk Management Groups
have a defined structure with credit approving
authorities with Central Credit Committee in place
to approve large credit exposures. The Bank has
fully implemented Loan Originating System (LOS) for
automated credit approval process in a paperless
environment to optimize the turnaround time with
effective credit and control policies.

To further enhance the credit risk analysis, the Bank
has in place Internal Credit Risk Rating (ICRR) model
for Obligor Risk Ratings (ORR) and Facility Risk
Ratings (FRR) along with Environmental Risk Rating
(ERR) for corporate, commercial, and small & medium
enterprise borrowers.

The Bank has Portfolio Management Committee
(PMC) at management level and Board Risk
Management Committee (BRMC) at board level for
discussions and deliberations on key risk issues on
portfolio level. Periodic meetings are conveyed to
oversee the risk exposures at portfolio level.

Residual
Risk Type M;Eﬁgamy E:ﬁlt() : c?dsé d Source Strategy Icrgl%ic;tled
Controls

Credit Risk High Medium External | Measurement: Credit Risk Management function | Financial

under Credit Risk Group identifies, measures,
The risk of manages, monitors, and mitigates credit risk. Credit
loss to the Risk is measured and estimated through detailed
Bank.arlsmg quantitative financial and qualitative factors analysis,
from its internal and external credit risk ratings including
borrowers facility risk ratings, and borrower’s account behavior
in the event analysis.
of failure to
fulfill their Monitoring: Credit Risk function carries out review
obligations, of borrowers through credit proposals and the
including Credit Admin Department (CAD) function under Risk
whole or Management Group, performs post disbursement
partial monitoring including security documentation and
settlement limits monitoring. Business functions continuously
of principal, remain in contact with customers for updated
mark-up, information about the customers.
and other
receivables. Management: The Bank has a diversified loan
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Residual
. Materiality | Risk Post Impacted
Risk Type Rating | Embedded | SOUrce Strategy Canital
Controls
Market Risk High Low External | Measurement: The Bank is exposed to market risk | Financial
] through its trading and other investment activities
The risk of including derivatives and options. VaR methodologies
loss arising augmented by sensitivity analysis, notional limits,

from potential
unfavorable
change in the
Bank’s assets
and liabilities
from market
variables
including, but
not limited
to, interest
rates, foreign
exchange
rates, equity
prices,
commodity
prices,
spreads,

and market
volatilities.

management action triggers and stop loss triggers at
script and portfolio level, and stress testing are used
to capture and report the various aspects of market
risk.

Monitoring: The Bank has a separate Market Risk Unit
under Risk Management Group that ensures market
risk limits will not exceed the tolerance levels set by
the Board. Assets & Liability Committee (ALCO) is
entrusted to monitor the market risk exposures and
limits through meetings on a periodic basis.

Management: The Bank is following a balanced
approach towards risk taking in the market risk area.
The robust risk management architecture ensures
that the exposures remain within the defined risk
appetite. Dashboards for money market and foreign
exchange exposures are being presented to manage
the limits and exposures within defined levels.
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marketplace
or the inability
of the Bank
to convert
assets

to cash

or obtain
funding

from other
sources.

Liquidity Risk framework and Basel Il guidelines,
the Bank regularly monitors liquidity monitoring tools
along with Net Stable Funding Ratio (NSFR) and
Liquidity Coverage Ratio (LCR). The Bank has also
in place established Early Warning Indicators and
Liquidity Risk Analysis tools to trigger any point for
management attention.

The Bank employs stress testing to assess its
balance sheet’s vulnerability to hypothetical stress
events. Liquidity risk factors undergo significant
shocks, and their impact on the balance sheet is
quantified. Stress testing encompasses scenarios
defined by both regulatory standards and internally
identified risks. Results are communicated to senior
management, the Board of Directors, and regulators.

Management: The Bank is following liquidity risk
management approach to manage funding sources
and intraday liquidity management. The Bank’s
deposit base indicates fair liquidity position and
Bank’s NSFR and LCR are well above the regulatory
requirement.

The Bank strategically emphasizes diversification
and stability in its funding approach. Its funding
base is varied, encompassing stable sources like
equity, subordinated loans, retail and small business
deposits, and less stable forms such as deposits
from larger entities. It is fully compliant with Basel
Il Liquidity Coverage Ratio (LCR) and Net Stable
Funding Ratio (NSFR), ensuring an ample supply of
high-quality liquidity assets relative to liabilities.

The Liquidity Coverage Ratio’s (LCR) key drivers
include High-Quality Liquid Assets (HQLA) and Net
Cash Outflow, determined by asset liquidity quality
and liability profile volatility.

While NSFR drivers primarily include Equity Base and
Long Term funding along with High Quality Assets.

ALCO has the responsibility for liquidity management
and contingency funding plan. Underlying policies
are approved by the Board in respect of liquidity,
investment, and treasury.

A Contingency Funding Plan (CFP) is in place to
address liquidity challenges during crises. CFP
identifying stress scenarios and corresponding
funding plans, incorporating early warning indicators.
Three Contengiency Levels are defined in CFP with
varying action Plans for each level.

Residual
. Materiality | Risk Post Impacted
Risk Type Rating Embedded Source Strategy Capital
Controls
Liquidity Risk | High Low Internal | Measurement: The Bank measures Liquidity Risk as | Financial
& part of its liquidity monitoring activities. The purpose
The risk that External | of the liquidity risk assessments and stress tests is
the Bank is intended to ensure sufficient liquidity for the Bank
unable to under normal and stress conditions.
offset certain
positions at Monitoring: In line with SBP’s directives under
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Residual
. Materiality | Risk Post Impacted
Risk Type Rating Embedded Source Strategy Capital
Controls
Operational Medium Low Internal | Measurement: The Bank has a defined Operational | Financial,
Risk & Risk Management Policy and framework in place. | Intellectual &
External | Considering the policy, the Bank manages to have | Reputational
Operational database of operational risks/losses, and Key Risk
risk is the risk Indicators (KRI). The Bank analyzes key risks and
of loss to the controls through Risk and Control Self-Assessment
Bank from (RCSA) exercise covering all critical functions of the
inadequate Bank. Analyses of operational loss and results of
or failed KRIs and RCSAs help the Bank to mitigate risks.
processes,
systems, Monitoring: The Bank is in a practice to present
people and updates on operational risk and loss events on a
/ or from periodic basis to senior management and board sub-
external committee.
events.
Management: The Bank has an Operational Risk
Management unit under Risk Management Group
responsible for managing operational risk tools.
There is an Operational Risk Management Committee
(ORMC) at management level to oversee various
operational risk events. The Bank has initiated
awareness program through workshops and training
sessions to build and inculcate risk culture across the
Bank.
Capital High Medium Internal | Measurement: The Bank has a capital base above | Financial
Adequacy & the regulatory limits and Basel requirements and
Risk External |is following the predefined format and criteria
mentioned in the Basel Il and Il guidelines.
This risk is
registered Monitoring: The Bank assesses the current and future
in an event capital requirements and ensures that the minimum
when the capital requirements specified by the State Bank are
Bank has an adhered to. Regular assessment of capital enables
insufficient the Bank to evaluate adequacy of the amount, type
capital to and distribution of capital required to cover various
support its risks.
business
activities and Management: The Bank’s total Capital Adequacy
to meet the Ratio is above the requirement of 11.50% (including
regulatory capital conservation buffer of 1.50%). The Bank’s

requirements
under normal
and stressed
situations.

Common Equity Tier-1 (CET1) to total risk weighted
assets ratio is also above the requirement of
7.5%(inclusive of 1.5% CCB). The Bank maintains a
leverage ratio above the regulatory limit of 3.0%. The
Bank will continue to accumulate profits to capitalize
opportunities in short, medium and long term.
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This risk
comprises the
impacts to the
Bank and its
stakeholders
that could
occur due

to the

threats and
vulnerabilities
associated
with the
operations
and use of
information
systems

and the
Technology
environments
in which those
systems
operate.

applications with an aim to protect the customer
information from vulnerabilities and threats. The Bank
has embedded various controls on the information
security and consistently developing more controls.

The Bank developed a risk-based approach to
identify the threats and vulnerabilities and their
appropriate mitigation. Controls are arranged in a
layered way to value the prevention, detection and
corrective measures for its operations/Data/Systems.
In this regard JSBL also get benefit from local and
international regulations to comply with.

Residual
. Materiality | Risk Post Impacted
Risk Type Rating Embedded Source Strategy Capital
Controls

Country Risk | Low Low External | Measurement: The Bank’s country Risk exposure is | Financial

assessed against the Bank’s cross border trade and
The risk of treasury activities. Risk Tolerance Limits are set for
likelihood various countries with different country ratings.
of a country
unable to Monitoring & Management: Market Risk Unit and
fulfill its ALCO are responsible for regular monitoring of risk
obligations exposure. Country Exposure Limits both for Trade
towards and Treasury exposures are in place, which broadly
one or more capture direct exposure on sovereigns and foreign
foreign domiciled counterparties.
lenders/
investors.
Information High Low Internal | Monitoring & Management: The Bank always | Financial &
Security Risk & focuses to provide simplified banking solutions

External |to its customers through innovative technology | Reputational
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Residual
. Materiality | Risk Post Impacted
Risk Type Rating Embedded Source Strategy Capital
Controls
Compliance Medium Medium External | Measurement: The Bank takes into consideration all | Financial &
Risk and regulatory risks for effective management of changes | Reputational
internal | in legislature and regulatory requirements that may
means the affect the Bank.
risk of legal
or regulatory Monitoring & Management: Compliance Function
sanctions, of the Bank reviews key regulatory developments
material to anticipate changes and their potential impact on
financial loss, its performance. The Bank aims to keep continued
or loss to compliance with regulatory requirements and is
reputation managed by maintaining a governance framework,
a bank may policies, procedures, systems, and customer support
suffer as arrangement with an aim to proactively minimize
a result of reputational risk. We can manage reputational risk
its failure through:
to comply
with laws, = Existence of a well-articulated and
regulations, socialized policy statement that the Bank

rules, related
self-regulatory
organization
standards,
and codes

of conduct
applicable to
its banking
activities.

personnel must not engage in activities
that could negatively impact its reputation

=  Existence of socialization of policies such
as Code of Conduct, Whistleblowing and
Personal Account Dealing

= Refraining from activities that could lead to
monetary and non-monetary fines from the
Regulators

= Avoiding any unfavorable/ negative news in
the media
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RISK MANAGEMENT FRAMEWORK

Board’s efforts for determining the company’s level
of risk tolerance by establishing risk management
policies.

Risk Governance Structure

= Board of Directors
= Board Risk Management Committee (BRMC)

= Integrated Risk Management Committee
(IRMC)

= Management Committees for Risks; including
Central Credit Committee (CCC), Portfolio
Management Committee (PMC), ALCO,
Operational Risk Management Committee
(ORMC), Remedial Management Committee
(RMC), IFRS-9 Steering Committee to
oversee implementation of IFRS-9, and
IT Steering Committee (ITSC) to review IS
related matters

= Risk Management Function under the Chief
Risk Officer (CRO) broadly covers Agri
Credit Risk, Market & Basel, Enterprise Risk
Management, Business Continuity Planning,
Operational and  Environmental  Risk,
Consumer & Program Lending Risk, Credit
Administration, Special Assets Management,
Information  Security, Digital Risk and
Strategic Projects and Quantitative Analysis

= Credit Risk Function under the Chief Credit
Officer (CCO) covers risk heads under
corporate, emerging corporate, international,
and financial institutions

The Bank has a well-structured risk management
framework which is based on three lines of defense;
business and support functions directly involved
in risk taking activities constitute the first line of
defense, Risk and Compliance, being the second
line of defense, are responsible for ensuring policies,
procedures and limits are within strategic objectives
and regulatory requirements, and audit function plays
an independent part for oversighting as the third line
of defense.
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Inadequacy in the capital structure and plans to
address such inadequacy

The Bank is not facing any kind of inadequacy in the
capital structure and has capital adequacy over and
above the regulatory requirement.

Information about default in payment of any
debts and reasons thereof

There were no defaults in the payment of any borrowing
/ debt during the year. The Bank has sufficient liquidity
to fuffill all its commitments.
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‘America

IT’S ALL ABOUT YOU!

In the United States, people learn to manage their
money independently from a young age. Credit cards
and loans are commonly used to make purchases to

maintain a certain lifestyle, and saving for retirement is a
common financial goal.




Corporate
GGovernance
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CORPORATE GOVERNANCE

Role and Responsibilities of the Board

Role, responsibilities, prohibitions and restrictions
relevant to the directors of JS Bank Limited, as
contained in the existing laws and regulations have
been prepared, and approved by the Board as
Directors’ Handbook.

The Board is responsible for formulating goals and
strategies for the Bank. It is also responsible to
define and determine policies of the Bank regarding
the execution of its functions and approve internal
rules for implementation. The formulation of clear
objectives and policies provides a framework for the
Management to work within defined parameters. The
Board also helps to set priorities for the Bank. One
of the key functions of the Board is to monitor the
performance of Senior Management and its function.

Sub-Committees of the Board

The Board establishes its sub-committees to
discharge its responsibilities. For each sub-
committee, the Board adopts formal Terms of
Reference setting out the matters relevant to the
composition, roles, functions, responsibilities, and
administration of such committees. All the Board
Sub-Committee meetings are held sufficient number
of times in a year to discharge their duties.

The Board presently has the following sub
committees

1. Board Audit Committee
2. Board Risk Management Committee

3. Board Human Resource, Remuneration and
Nomination Committee

4. Board IT Committee

All the Board Sub-committees have access to the
appropriate external and professional advice if
needed to assist the committee in fulfilling its role.

Annual Evaluation of the Board’s Performance

The Board of Directors of JS Bank sets the Bank’s
strategic direction and ensures that the organization
stays true to this direction - enabling it to achieve
its long-term objectives while ensuring regulatory
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compliance. The Board to discharge fiduciary
responsibility of safeguarding the stakeholders’
interests, a formal and effective mechanism is put
in place for an annual evaluation of the Board’s own
performance, members of the Board and of its sub-
committees as required by the State Bank of Pakistan
and the Securities and Exchange Commission of
Pakistan.

The Board of Directors of JS Bank is enriched with
skills, core competencies, diversity, experience,
and knowledge and at the same time committed
to strong corporate governance to protect the
overall interests of the Bank and its stakeholders.
The Board continually reviews the Bank’s financial
and operational soundness, governance, internal
controls, and significant policies as per regulatory
requirements.  Further, sub-committees were
constituted with a prescribed mandate and
respective terms of reference.

In line with the Best Practices of Corporate
Governance, the Board has conducted a self-
evaluation exercise on an annual basis by engaging
Grant Thornton Anjum Rahman Chartered
Accountants (GT) as an external facilitator which has
a team of qualified consultants to conduct board
evaluations for companies and banks. The Board
of JS Bank in compliance with SBP’s Guidelines on
Performance Evaluation of the Board of Directors and
Listed Companies (Code of Corporate Governance)
Regulation, 2019 has conducted its self-evaluation
for the year 2023 by engaging GT. The evaluation
covered various aspects of the performance of the
Board including but not limited to the Board Sub
Committees, CEO & Chairman, etc.

The evaluation was carried out using a quantitative
method, based on subjective assessment, and was
conducted via questionnaires developed by the
consultants.

The quantitative technique has the advantage of
being specific and measurable. The measurement
scale used in JS Bank’s Board evaluation is the
summated rating 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.



Role and Responsibilities of the Chairman

The Chairman of the Board of Directors is responsible
for leadership of the Board of Directors and for
ensuring that the Board plays an effective role in
fulfilling its responsibilities. The Chairman’s role
entails the following:

* Preside as the Chairman at general meetings of
the Bank.

e Set the agenda of the Board meetings and
ensure that reasonable time is available for
discussion of the same.

e Ensure that the minutes of the meetings truly
reflect what transpired during the meeting.

*  Ensure that the minutes of the meetings are kept
in accordance with the requirements of the law.

e Ensure that the Board discharges its role
effectively and swiftly in line with regulatory
requirements.

Role and Responsibilities of the President & CEO

The President & CEO’s role constitutes an absolutely
engaged position, demanding complete involvement
and shepherding of the organization. The role entails
thefollowing:

* Ensure execution of the strategy developed by
the Board.

* Effectively allocate and manage organizational
resources and budgets to ensure the
achievement of short and mid-term objectives
that contribute to the achievement the long-term
strategic goals.

e Establish a system of checks and controls to
supplement the growth of the Bank.

*  Provide liaison between the Board of Directors

and the Bank’s Management to ensure
placement of managerial efforts with the Board’s
directives.

* Encourage a culture of professionalism and high
ethical standards within the Bank.

* Facilitate an organizational culture of
development of innovative products and
services to meet the growing needs of a diverse
range of customers.
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Board’s Performance Evaluation

Grant Thornton Anjum Rahman Chartered
Accountants (GT) carried out Board’s Performance
Evaluation.

Formal Orientation Courses for Directors

The Board members are regularly provided with an
update on new applicable laws, rules, and regulations
including amendments made thereto to apprise
them of their powers, duties, and responsibilities.
At the time of induction of a new director, he/she is
provided with detailed written material in the shape
of extracts from relevant laws, rules & regulations on
the role and responsibilities of the Board of Directors.

Directors’ Training

The directors on the Board are fully conversant
with their duties and responsibilities as directors
of the Bank. Out of seven directors, four directors
have completed Director’s Training Program and
one director of the Bank is exempted from the
requirement of the Directors’ Training Program.
Whereas the remaining newly appointed directors
will be certified in due course.

The Bank has an effective system to carry out
orientation for its directors to acquaint them
with the code, applicable laws, and their duties
and responsibilities to enable them to effectively
govern the affairs of the Bank for and on behalf of
shareholders.

Directors’ Remuneration

The Bank has formal Directors’ Remuneration Policy
for non-executive directors including independent
directors, which has been approved by the
shareholders.

The remuneration of directors is fixed by the Board
of Directors in accordance with applicable laws. The
remuneration for attending meetings of the Board
and/or Board Committees is within the scale as is
reasonably determined by the Board of Directors,
provided that Executive Director shall not be paid
any remuneration for attending Board/Board sub
committee’s meetings.

Security Clearance of Foreign Director

In accordance with the regulatory requirements
clearance of foreign director(s) is being obtained
from the Interior Ministry, Government of Pakistan.
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Board meetings held outside Pakistan
None

Policy for Actual and Perceived Conflict of
Interest

The Bank has an effective system in place to deal
with conflicts of interest relating to the Board
members. Under this mechanism, any director who
has a business or other interest in a matter being
presented at a Board meeting does not participate in
either the discussion or the decision on that matter.
The procedure to handle conflict of interest in the
Board meetings is followed strictly and no breach
occurred during the year.

Investors’ Grievance Policy

At our Bank, we have established a separate
Customer Experience division that oversees various
aspects of our operations, including Voice, Chat &
SMS, Customer Care Unit, Business Conduct, Branch
Services & Customer Insights. These divisions are
dedicated to gaining a deeper understanding of our
customer’s needs and ensuring the highest level of
customer satisfaction and service quality.

We take great pride in our commitment to customer
satisfaction and service excellence. Through our
Customer Experience division, we strive to create
a positive and seamless banking journey for our
valued customers.

The primary goal of our Customer Experience
division is to continuously enhance the knowledge of
our customers and evolve our products and services
up to their expectations. By doing so, we can tailor
our services to meet their specific needs and provide
them with a superior banking experience.

As part of our commitment to ensuring customer
satisfaction, we conduct mystery shopping and
surveys to gauge the level of our customers’
experience with our grievance handling procedures.
Our Branch Banking Service Quality team conducts
regular Branch Visits to evaluate Customer Centric
attributes which enables us to continuously enhance
our Service Quality Standards.

We firmly believe in the importance of continuous
improvement, and therefore, corrective actions are
implemented from time to time to overcome any weak
service areas identified through these evaluations.

At JS Bank, we place great emphasis on maintaining
fairness during customer interactions, fostering
clear and open communication, nurturing a service-
oriented culture, and upholding a robust grievance-
handling mechanism. These elements are paramount
to us as we strive to provide the highest level of
service to our valued customers.
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We have expanded our reach by utilizing different
platforms to disseminate this material. We have
posted relevant content on social media platforms,
SMS messages, In-app notification and also utilized
email direct messages (EDMs) to communicate with
our customers. By employing these channels, we
aim to provide a wider audience with access to our
recourse mechanism.

The Customer Experience team is committed to
training our staff, specially our front-line teams.
Customer Experience has designed an extensive
training module namely STOP (Service Trainee
Officer Program) to train them on our Quality
Standards, Grooming, & Etiquettes, Branch Service
Index (BSI), Fair Treatment of Customers, and
Conduct Assessment Framework (CAF). Additionally,
Customer Experience in coordination with Learning &
Organizational Development (L&OD) has developed
an extensive Gamified E-module on Fair Treatment
of Customers (FTC).

Keeping our Green Banking Initiative in focus,
Customer Experience adopted QR Codes for
Schedule of charges (SOC), Surveys, Feedback, and
our Touchpoints which helps us reduce significant
usage of paper & carbon emissions.

Investors may speak with the Company Secretary
or go to the Bank’s official touchpoints at https://
jsbl.com/touchpoints to express their complaints
(against any stakeholder):

Company Secretary

JS Bank Limited 1st Floor Shaheen Commercial
Complex,

Dr Zia Uddin Ahmed Road, Karachi, Pakistan.
Contact Number: +92 (21) 111 572 265 Ext: 7576

Investors can visit the SECP service desk
management at https://sdms.secp.gov.pk/
sdmsadmn/ to file a complaint.

Whistleblowing Policy

Whistleblowing policy was established to receive and
handle complaints in a fair and transparent manner
and providing protection to the complainant against
victimization. Disclosure of such incidences reported
to the Audit Committee during the year.

HR has clear Disciplinary action procedures,
according to which Disciplinary Action Committee
explicitly handles all disciplinary related cases in a
fair and transparent manner via a standard process
to ensure prompt, consistent and fair treatment for
all employees. It aims to provide bank’s employee a
fair, clear and useful tool for correcting performance
problems.



All employees (full-time, part-time, adhoc, temporary,
contract staff, interns and secondees) and outside
parties are expected and encouraged to escalate
any actual or suspected irregularities, financial
malpractices, frauds, forgeries, and improper
conduct to any/ all of the following for their attention
and appropriate action:

» Head of Human Resources (HoHR).
+ Chief Compliance Officer (CCO).
+ Chief Internal Auditor (CIA).

The Bank has made necessary arrangements to
provide safe, secure, and confidential reporting
channel(s)/ mechanism and implemented a
whistleblowing program so that employees and
outside parties may escalate their concerns without
fear of reprisal or adverse consequences.

Where whistleblower chooses to reveal his/ her
identity, reasonable efforts are made to ensure
confidentiality of the whistleblower’s identity (unless
otherwise required by law or regulatory authority) to
prevent discrimination or victimization.

The whistleblower report may be shared with
relevant stakeholders (for review, investigation, and
appropriate action) strictly on need-to-know basis
without disclosing the identity of the whistleblower.

HoHR, CCO, and CIA take appropriate measures to
protect the Whistleblower from discrimination and/
or victimization.

The Internal Audit provides summary findings on
significant whistleblowing cases to the BAC on
quarterly basis.

The BAC reviews the effectiveness of whistleblowing
procedures for receiving (through internal or external
sources) complaints/concerns. Further, The BAC
ensures that such concerns are treated confidentially,
and the reporting employee(s) are protected and
not penalized in any manner and employees
remain aware of existence of such procedures and
encouraged to be a ‘Whistleblower’.

Related Parties Policy

Transactions with Related Parties are a normal
feature of trade, commerce and business. JS Bank’s
Policy ensures that transactions between the Bank
and its Related Parties are based on principles of
transparency and arm’s length pricing. The Bank
ensures that it meets its obligations under The
Companies Act 2017, The Banking Companies
Ordinance 1962, Prudential Regulations of SBP,
Code of Corporate Governance, Rule Book of
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Pakistan Stock Exchange, applicable International
Financial Reporting Standards and International
Accounting Standards and relevant guidelines
and directives while entering into and reporting
transactions with Related Parties. Facilities extended
to Related Parties should be at arm’s length basis
and on normal terms and conditions applicable to
other borrowers of JSBL. Further, JSBL ensures that
the standards are not compromised in such cases
and market rates are used while extending facilities
to the Related Parties.

The details of all Related Party Transactions are
placed before the Board Audit Committee and upon
recommendations of the Committee, the same shall
be placed before the Board for review and formal
approval.

In the financial statements, which are appended to
this Annual Report, the Bank has included adequate
disclosures regarding Related Party Transactions
while maintaining required protocols.

Business Continuity Plan

The Bank has a Board of Directors’ approved
Business Continuity Planning Framework clearly
documenting the roles and responsibilities of each
stakeholder. This framework is well implemented,
and regular testing are undertaken to ensure that key
functions of the Bank can continue their operations
from alternate processing site(s) in case the primary
site(s) are not accessible or available.

For technology side, Bank has Disaster Recovery
Plan (DRP) under the ownership of Information
Technology Group which ensures high systems
availability (or near zero system downtime) for
critical systems. Bank has a dedicated disaster
recovery site that is geographically separated from
the primary site to enable the restoration of critical
systems and resumption of business operations in
case of disruption at the primary site.
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REPORT OF THE AUDIT COMMITTEE

The Board Audit Committee comprises of three
non-executive directors including two independent
directors, one being Chairman of the Committee.
The Committee members as a whole possesses
rich diversified experience at various strategic
positions which provides the Committee significant
economic, financial, and business strength for better
oversight, supervision, monitoring and control.

The Committee assists the Board to effectively
carry out its supervisory oversight responsibilities
on financial reporting, compliance, risk assessment
and internal controls. The Committee discharged
its duties and responsibilities in accordance with
the Terms of Reference (TOR) as approved by the
Board of Directors, requirements of the Code of
Corporate Governance and other directives issued
by the State Bank of Pakistan (SBP).

e The Committee ensures the Internal Audit
Function of the Bank equipped with the
necessary financial, human, operational,
physical, and technological resources to carry
out its mandated responsibilities.

* The Committee approves annual risk-based
internal audit plan as part of risk assessment
process.

* The Committee oversees the activities of
Internal Audit Function in accordance with the
Internal Audit Charter duly approved by the
Committee and ensures its independence in
the organizational structure.

* The Committee ensures that the internal
control system including financial and
operational controls, accounting system and
reporting structure are adequate and effective.

e The Committee reviews the Bank’s statement
on internal controls prior to endorsement by the
Board of Directors.

e The Committee reviews and reports to the
Board any significant matter(s) identified by
the Internal Audit Function / External Auditors
that warrant Board’s immediate attention.
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e The Committee reviews and recommends
the annual financial statements and interim
financial information of the Bank to the Board
of Directors for approval.

e The Committee recommends appointment of
External Auditors of the Bank.

* The Chief Internal Auditor (CIA) shall report
functionally to the Audit Committee and
administratively to the Chief Executive Officer.
The overall staff strength of the Internal Audit
shall be decided by the Audit Committee based
on network and business volume requirements.

Meetings of the Committee

The meetings of the Committee are held to assess
overall risk management and control environment of
the Bank, review activities of Internal Audit Function
and the actions taken by Business and Support
Groups for implementation on the Committee
observations. During the year, four meetings of
the Committee were held and following matters
(including significant matters) were discussed:

* Review and approve Risk Based Annual Internal
Audit Plan.

* Review Quarterly Report on Internal Control
System and significant findings. In addition,
review the management’s action plan to ensure
that audit observations/ recommendations
receive proper and timely attention by the
senior management.

* Review the annual independent assessment /
opinion of CIA on the state of Bank’s internal
controls based on the audits conducted over
the period.

* Review of quarterly, half yearly and annual
financial statements; prior to their approval by
the Board of Directors.

*  TheCommittee oversightand periodically review
the ICFR system for effective implementation
and its continuous up-gradation.

Review the Management Letter issued by the
External Auditors and Management’s response
thereto.



e Recommend to the Board of Directors the
appointment of External Auditors.

* Review Quarterly Activity Report of Compliance.

Internal Controls Framework and Role of Internal
AuditFunction

The Board of Directors has promulgated policies for
assessing the overall effectiveness of the internal
control environment. It is the responsibility of senior
management to evolve systems and procedures
that ensure overall comprehensive controls in the
light of Board of Directors guidelines.

To ensure effective management of risk, the
governance structure of internal control functions
at the Bank consists of three levels of defense.
The first line of defense is the business itself which
owns its risks, including its operational risk and is
responsible for its management. The second line
of defense is the oversight provided by the Risk
Management, Compliance and control functions
who identify and assess risks impacting existing and
new business initiatives, coordinate risk mitigation
with risk specialists and business, and then report
and escalate it to the Risk Management Function
for appropriate corrective measures. The last line
of defense is an independent and effective Internal
Audit Function which reviews the effectiveness
and adequacy of internal controls and continues to
monitor compliance with policies and procedures.

The Board of Directors is regularly kept up to date
about the state of compliance through the Board
Audit Committee. As a priority, all significant and
material findings of the internal and external auditors
and regulators are addressed by the management
ensuring that appropriate corrective actions have
been implemented.

The Bank diligently follows SBP’s Guidelines on
Internal Control to evaluate the effectiveness of the
overall set of internal controls including financial
reporting controls. A detailed documentation
of bank-wide processes and controls has been
completed. Furthermore, the Bank has developed a
comprehensive management testing and reporting
framework for ensuring operating effectiveness of
key controls, and has significantly addressed the
identified design improvement opportunities.

Annual Report

Upon satisfactory completion of all the stages of
SBP’s guidelines on Internal Controls over Financial
Reporting (ICFR) roadmap, SBP has granted
exemption to the Bank from the submission of a
Long Form Report (LFR) by external auditors.
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SALIENT FEATURES OF BOARD
COMMITTEES’ TOR

Board Audit Committee (BAC)

The Audit Committee shall review the effectiveness
of the Bank’s internal control and operational
controls, integrity, and adequacy of financial
reporting and appraise the audit efforts of the
Bank’s external auditors and internal audit function
(IAF); and review the Bank’s process for monitoring
compliance with relevant laws and regulations.

Monitoring compliance with the best practices
of corporate governance and identification of
significant violations thereof.

Consideration of any issue or matter as may be
assigned by the Board of Directors.

Report to the Board any significant matter(s)
identified by the IAF / External Auditors that
warrant Board’s immediate attention.

Review of BAC performance on annual basis
against the defined roles & responsibilities.

Ascertaining that the internal control system
including financial and operational controls,
accounting system and reporting structure are
adequate and effective.

Determination of appropriate measures to
safeguard the Bank’s assets.

Determination of compliance with relevant
statutory  requirements.

Review the Bank’s statement on internal
controls prior to endorsement by the Board of
Directors.

Consider and approve the Internal Audit
Charter.

Review and approve Risk Based Annual Audit
Plan.

Review scope and adequacy of IAF and
ensure that IAF has adequate resources and is
appropriately placed within the Bank.

The BAC shall ensure that IAF remains equipped
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withthe necessary financial, human, operational,
physical, and technological resources to carry
out its mandated responsibilities.

Review major findings of special reviews,
internal and external frauds, internal control
deficiencies and significant audit issues, and
ensure audit recommendations have been
effectively  implemented.

Review action taken by Business and Support
Groups for implementation of Audit Committee
observations on issues deliberated in
Committee meetings.

The BAC shall formulate and document ‘Key
Performance Indicators’ (KPIs) for CIA and
evaluate his/her performance against the set
KPIs on annual basis.

Consider and recommend to the Board
regarding promotions, increments and rewards
for Chief Internal Auditor (CIA).

The BAC shall ensure independence of any
investigations/disciplinary actions against CIA
and Internal Auditors.

Review quarterly, half-yearly and annual
financial statements of the Bank, prior to
their approval by the Board of Directors and
any announcements to be made in the public
domain with regard to these accounts.

The committee shall review the Related Party
transactions and recommend the same for
review and approval by the Board of Directors.

Consider annual review report on the Bank’s
Internal Controls over Financial Reporting
(ICFR) for effectiveness and efficiency of
Financial Reporting.

Recommend to the Board of Directors the
appointment of External Auditors and consider
any questions of their resignation or removal,
audit fees and provision of other services in
addition to audit of financial statements.

Discuss with External Auditors, major



observations arising from interim and final
audits and any matter that the auditors may wish
to highlight (in the absence of management,
where necessary).

Review the Management Letter issued by the
External Auditors and Management’s response
thereto.

Ensure coordination between the Internal and
External Auditors of the Bank.

Compliance Department shall periodically,
on quarterly basis, report to the Board Audit
Committee on the Bank’s management of its
compliance risk and identified gaps, in such
a manner as to assist the Committee to make
an informed judgment on whether the bank
is managing its compliance risk effectively.
Compliance Risk to include risks emanating
from Money Laundering (ML) / Terrorist
Financing (TF), AML/CFT obligations and its
allied elements.

Audit Committee is a committee of Board of
Directors of JS Bank Ltd from which it derives
its authority and to which it regularly reports. In
discharging its oversight role, the Committee is
empowered to investigate any matter brought
to its attention, with full power to retain outside
counsel or other experts for this purpose.

Board HR Remuneration & Nomination
Committee (BHRRNC)

Recommending Human Resource management
policies to the Board

Review and recommend to the Board selection,
evaluation, compensation, increments,
performance bonuses, succession planning,
fringe benefits including service end benefits of
the Executive Directors, CEO, Key Executives
and any other employee or group of employees
institution wide (as required by the Board).

Considerationand approval onrecommendation
of CEO on such matters for key management
positions who report directly to the Chief
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Executive Officer or Chief Operating Officer or
Deputy Chief Executive Officer.

The Committee shall assess whether the
remuneration policy is aligned with the
significant regulatory requirements including
Guidelines on Remuneration Practices issued
by the State Bank of Pakistan (SBP). The review
may focus on the following:

Criteria for identification of personnel who
may subject the Bank to significant risks i.e.
Material Risk Takers (MRTs) and Material
Risk Controllers (MRCs).

Remuneration principles including concept
of fixed and variable remuneration, risk
adjusted balanced scorecard mechanism to
ensure alignment of remuneration with long-
term and short-term business objectives of
the Bank and incorporate necessary risk
adjustments.

Major types of risks and how these are
taken into account for determination of risk
adjusted compensation.

Separate structures of remuneration for
MRTs and MRCs.

Review of scorecards for MRTs and
MRCs and their performance evaluation
mechanisms.

Criteria for determining the variable portion
of remuneration to be deferred, the period
of deferral for different types and levels of
employees identified as MRTs or MRCs and
payout structure of deferred remuneration.

Ensure that institution wide remuneration
policy should take into account all cadres of
employees. The remuneration policy should
specifically take into account the pay-gap
between the highest paid and the lowest
paid employees, across various levels as
well as across the organization.

Review the Bank-wide program  for
implementation of Guidelines on Remuneration
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Practices, including necessary awareness
and change management initiatives, review,
progress against roadmap for onward reporting
to State Bank of Pakistan (SBP).

Review the remuneration policy and
remuneration setting mechanism at least once
every three years. Amongst other factors,
the review of remuneration framework may
include but not limited to the effectiveness of
remuneration policy and mechanism.

Review and obtain approval for fixed and
variable compensation pools from the Board of
Directors.

Approve development of a fund for deferred
compensation pool management  and
monitoring progress there against.

Role of BHRRC in facilitating enablement
of Internal Audit and Compliance role in
implementation reviews, as per Guidelines on
Remuneration  Practices.

Receive and consider information from
the Bank’s risk management, compliance
and internal audit functions, to assess the
appropriateness of the compensation system
relative to the organizational goals and risk
profile of the Bank.

Grievance handling & Disciplinary Action Policy

Guidance for performance management, annual
increment and employee recognition programs.

Monitoring the utilization of training and
development budget, and implementation of
approved training and development policy.

Review and approval of Provident Fund,
Gratuity Fund policies and any other separation
benefits or schemes.

Those matters wherein ratification/ approval
of the Board will be required, the Secretary
BHRRC with the approval of its Chairman shall
forward Memoranda to the Company Secretary
for placing before the Board of Directors.

Board Risk Management Committee (BRMC)

Review Risk Management Policies and
recommend for approval by the Board of
Directors  (BoD).
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Ensure implementation of all Risk Management
Policies approved by the Board and
subsequent monitoring thereof. Periodically
oversee updating of the risk policies based
on changing business requirements as well as
SBP guidelines, and recommend to the BoD for
approval.

To review Risk Appetite Statement and Internal
Capital Adequacy Assessment Process and
recommend the same to the Board.

Advances Portfolio Reviews including NPLs,
remedial actions and strategy for the same.

To review / approve list of shares and margins
to be accepted as collateral for Financing
Against Shares (FAS). Also to approve / ratify
any exceptions to existing FAS requirements as
laid down in Credit Policy of the bank.

Review / Approve Sector / Industry
Concentration guidelines for the overall credit
portfolio of the Bank;

To approve / ratify credit bulletins issued by the
RMG and the President/CEO from time to time,
for effective implementation of Credit Policy /
Risk Management Framework;

Review and approve the Market / Liquidity
limits as recommended by ALCO / IRMC / CCC
as and when required.

Review operational risks snapshot that covers
significant issues escalated from IRMC/ORMC/
ALCO.

Review Information Security status report and
risks including any strategy, policy and action
items. Policy changes to be recommended to
the BoD for approval.

Review and recommend IFRS-9 Policy, ECL
model and any change in SICR criteria.

Review the risks and other relevant matters with
respect to Digital Financial Services including
overseeing effectiveness of the Digital Fraud
Risk Management Unit.

Delegation of powers to the President / CEO
& Chief Risk Officer to appoint credit officers,
based on their experience and ability to
understand associated risks while approving
credit.



* Review any other risk related matters /
regulatory changes that warrant discussion at
the committee.

Board IT Committee (BITC)

The Board IT Committee shall be mainly responsible
for advising and reporting to the Board on the status
of technology related activities, major IT projects
and digital initiatives within JS Bank including but
not limited to the following:

* To review IT and Digital strategies and relevant
policies before submission to the Board and
make recommendations for strategic decisions
on IT related matters.

* To review progress and implementation of the IT
Strategic Plan and deliberate changes to it, as
and when required.

* To ensure the alignment of IT strategy with
business strategy, optimization of resources,
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value delivery and performance measurement
to achieve business objectives and effective
technology risk management.

To ensure that risk management strategies are
designed and implemented which have the
capability to respond to wide-scale disruptions,
including cyber-attacks and attacks on multiple
critical infrastructure sectors

To review progress and implementation of
various IT projects

TomakerecommendationsonmajorITinvestment
decisions and ensure that investments are
aligned with IT Strategy approved by the Board.

To review and approve cloud-based outsourcing
arrangements in line with the policy approved
by the Board of Directors.

To review and approve TORs of IT Steering
Committee
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¥ MANAGEMENT COMMITTEES
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Leadership Team
Committee (LT)

Extended Leadership
Team Committee (ELT)

Portfolio Management
Committee (PMC)

Asset Liability Committee
(ALCO)

Remedial Management
Committee(RMC)

IT Steering Committee
(ITSC)

Customer Experience
Council (CEC)

Compliance Committee
Management (CCM)

Disciplinary Action
Committee (DAC)

Central Credit Committee
(CCQ)

Anti-Harassment
Committee

Agri Credit Committee
(ACC)

Expense Approval
Committee (EAC)

Integrated Risk Management
Committee (IRMC)

Negotiation Committee

Operational Risk Management
Committee (ORMC)

IFRS-9 Project Steering
Committee

VVVVVVVVVV vV




IT GOVERNANCE

Technology governance is an integral part of Bank’s
corporate governance framework consisting of
the leadership and organizational structures to
ensure the alignment of IT strategy with business
strategy, optimization of resources, value delivery
and performance measurement to achieve
business objectives and effective technology risk
management. It is now recognized that technology
plays a pivotal role in improving corporate
governance and in this context, the need to govern
technology and technology enabled business
developments to have never been so greater.

A comprehensive enterprise technology
governance framework based on prudent practices
can help bank in better development of innovative
products and services by enabling them to manage
technology issues and identify, measure, mitigate,
monitor and report technology-based risks and
threats. The underlying principle for an enterprise
technology governance framework is that
technology requirements of an institution follow a
pre-defined process that begins with a business
need and ends with a technology solution that
conforms to the policies approved by the board
of directors and senior management. As such,
technology governance is an ongoing activity that
shall not be considered a onetime effort in the fast-
changing technology environment.

The purpose of the technology governance
framework is to evaluate the current and future
use of technology, direct the preparation and
implementation of plans and policies to ensure that
use of technology meets business objectives and
monitor compliance to policies and performance
against the plans. The basic principles of strategic
alignment of IT and the business, value delivery
to businesses, risk management, resource
management (including project management) and
performance management shall form the basis of
this technology governance framework. Technology
governance framework shall be closely aligned with
Bank’s corporate governance framework and shall
cover, among other things, policies and procedures
to provide oversight and transparency in the use of
technology. Bank is encouraged to adopt relevant
aspects of international standards/best practices
for effective and efficient enterprise technology
governance.
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Scope

Technology governance aims at fully aligning
technology and business strategies with each
other so that technology risks are identified and
controlled as part of the enterprise risk management
process. It spans the culture, organizational policies
and procedures which provide oversight and
transparency to optimize the costs and enable trust,
teamwork and confidence in the use of technology
itself and the people trusted with technology
services. Therefore, the processes for technology
governance need to be integrated with the bank’
overall corporate governance framework.

The evolving role of technology and automation
in the banking services sector has become
increasingly complex. Bank employs the advances
in technology which drives the efficiency of
operations and financial soundness of these
institutions by improving overall decision-making
process. As technology becomes an integral part of
the business and operations of financial institutions,
such technology usage and dependence, if not
properly managed, may heighten various risks.
Bank has developed this policy aimed to enable
themselves to keep abreast with the aggressive
and widespread adoption of technology. An IT
governance framework comprises definitions,
principles and a model for governing IT. The board
should govern IT through two main tasks: a) Evaluate
the current and future use of IT, including strategies,
proposals and other arrangements (internal,
external, or both). b) Monitor the performance of IT
against plans and business objectives; and, that the
use of IT conforms to internal policies and conforms
to external obligations (regulatory, legislation,
common law, contractual).

This Policy suggests guidelines for defining the
roles and responsibilities pertaining to Information
Technology throughout the bank. A comprehensive
IT Governance Framework shall enable bank to
evaluate the current and future use of IT, direct
the preparation and implementation of plans and
policies to ensure that use of IT meets business
objectives and monitor conformance to policies,
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and performance against the plans. IT Governance
framework entails an IT strategy, organizational
structures, roles of the board and senior
management and IT policy framework.

Broadly an enterprise IT Governance Framework
of the bank shall aim to achieve the following
institutional  objectives:

Strategic Alignment — Alignment of the strategic
direction of IT with the business with respect
to services & projects and verifying strategic
compliance, i.e. achievement of organizational
objectives through strategic IT objectives.

Benefit Realization (Value Delivery) — Ensuring
that IT delivers the promised benefits against the
strategy, concentrating on optimizing costs &
proving the intrinsic value of IT. Bank’s IT processes
with IT portfolio management shall provide effective
and efficient delivery of the IT components of
programs and early warning of any deviations from
plan, including cost, schedule or functionality that
may impact the expected outcomes of the programs.
It shall be ensured that the expected business
outcomes of technology based investments are
understood; that comprehensive and aligned
business cases are created and approved by
stakeholders; with active management of the
benefit realization; and efforts required in objectives
are achieved.
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HUMAN RESOURCE MANAGEMENT

POLICIES

Our HR policies provide written guidance for all
our management on how to handle a range of
employment issues. They play an important role
in practically and effectively implementing our
HR strategy. They also provide consistency and
transparency for employees and managers, helping
to enhance the psychological contract and create a
positive organisational culture.

As all transformations primarily start and are
dependent on its people, at JS Bank, we developed
the People Strategy to play a fundamental role in
making JS Bank, The Bank of Choice for both our
customers and our employees.

The People Strategy was directly linked to our
Business Strategy and set the direction for all the key
areas of HR, including sourcing, hiring, onboarding,
performance management, learning & development,
talent management, succession planning and
reward & recognition. One of the key pillars realized
for the People Strategy was to hire Right Person
for the Right Role. This is being achieved by
efficiently planning our workforce capacity, initiating
competency-based assessments for key job roles
and improving Candidate Experience. Further
to sustain the strategy, values driven culture was
invigorated by assigning the central leadership with
the task of creating a humanistic workplace.

SPEAK UP POLICY
Overview

JS Bank is focused on consistently working at
the best standards to conduct our activities and
business. Integrity is our core value and ingrained
in all our business conduct. We endeavor to acquire
and maintain the trust of all our stakeholders-
employees, customers and partners by serving
and managing them professionally and ethically.
Speak up policy is established to receive and
handle complaints in a fair and transparent manner
and provide protection to complainant against
victimisation.

Purpose

The policy provides a channel to Bank’s staff and
external parties such as shareholders, vendors,
customers etc. for raising concerns/complaints
about internal business practices that are
inconsistent with generally accepted accounting

principles, falsification, alteration or substitution
of Bank records, violation of JS Bank’s Code of
Conduct including: conflicts of interest, Inaccuracy
of books and records, insider trading, Collusion
with Competitors, money laundering, failure to
comply with the various compliance programmes
of the Bank, authorising, directing or participating in
serious breaches of Bank policy, deliberately failing
to report serious breaches of policy, concealing
such breaches, or deliberately withholding relevant
information concerning a serious breach, or any
other wrongdoing without any fear of reprisal
or adverse consequences. The objective of the
programme is to address/resolve these concerns/
complaints to prevent and/or detect improper
activities for safeguarding the interest and reputation
of the Bank and its stakeholders.

Reporting

All speak up incidences are reported to the
Audit Committee during the year. HR has clear
disciplinary procedure policy according to which
Disciplinary Action Committee explicitly handles all
complaints in a fair and transparent manner via a
standard process to remove all kinds of biasness
and ensure victims and witness’s protection. This
is also supported by Grievance Redressal and
Harassment at Workplace policies.

Protection of Whistleblowers

As a critical element of the policy, reporting
employees are provided with  complete
confidentiality and security. No adverse employment
action, e.g., termination, lower appraisal rating,
etc., shall be taken against the whistle-blower
employee in retaliation for reporting the incidents
on impropriety falling within the scope of Code of
Conduct and Whistle-blowing Policy/ Process.
In line with the policy guidelines, employees are
encouraged to remain vigilant and in case of
detecting any abnormal/in appropriate/criminal
matter, immediately report the same.

Incentives for Whistleblowing
Complainant may be awarded spot award

(monetary) and recognition, depending upon the
nature and gravity of the concerns/complaints.
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Diversity & Inclusion policy

JS Bank seeks and values diversity among its
employees, recognising that a mix of people
enriches our Bank and is essential to creativity and
business growth. As a bank, we are committed
to equal employment opportunity and unbiased
treatment of all individuals based on job-related
qualifications and without regard to race, color,
gender, age, national origin, religion, creed,
sexual orientation, gender identity, marital status,
citizenship, disability, veteran, status or any other
basis prohibited by law. Our people are expected
to support the Bank’s commitment to diversity
and equal employment opportunity. At JS Bank,
diversity and inclusion are at the core of our culture.
We have made sure to entail to every aspect on our
journey when it comes to diversity and inclusion. Be
it for women empowerment, people with disabilities
or different religious beliefs and background, we
have been the ambassador of equity in rights for
everyone. It is our priority to bring in programmes to
ensure diversity is not only mentioned in words, but
in spirit and action. We collaborated with NOWPDP
to not only train but hire a batch of people with
disabilities into our workforce, making sure they
have same responsibilities and same rights as other
colleagues. We are the first Bank in the market to
establish such a standard, along with ensuring
our culture is sensitised and inclusive for dealing
with them on a regular basis. For women, we are
doing multiple initiatives including but not limited to
Reboot-for females returning to work after career
break, lean-in, and creating a digital eco system
to enable female entrepreneurs to enhance their
business reach and potential, allowing them spaces
to grow and earn. We make sure to celebrate every
occasion with our people, be it Eid, Christmas, or
Diwali. We cherish each of our colleague and do not
stay apart from making them feel special. We also
won the Global Diversity and Inclusion Award 2020
and 2021 for all our diversity initiatives and policies.

Code of Conduct and other Ethical Values
Promoted by the Board

The Code of Conduct is designed to guide the
personal business ethics of JS Bank. It applies
to every employee of JS Bank. Employees are
expected to read the document promptly upon
receiving it and embracing it into their daily
conduct. At JS Bank, we earn the trust of our
customers, regulators, investors and each other by
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always acting with integrity and holding ourselves
to high standards. Acting according to our Code of
Conduct is vital for us to be a Bank that achieves
sustainable success. 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. We aim to create an environment in
which “speak up” and challenge are not just
welcomed and respected, but are also a core part
of our responsibilities, especially where actions or
failures to act are inconsistent with this Code.

Our Values

Integrity — We earn the trust of our customers, other
stakeholders, communities and each other by acting
with honesty and integrity and holding ourselves to
high ethical standards. We seek to maintain open,
credible, constructive and transparent relationships
between ourselves, our customers and with our
regulators.

Customer centricity — We place customers at the
center of our activities. To be successful, we must
understand the rapidly changing needs of our
customers. We aim to provide solutions to support
them in value creation. In providing our services,
we aim to exceed their expectations from what we
promise and treat them fairly.

Teamwork - Teamwork enables individuals to
achieve bigger goals which foster a culture of trust
and support. We believe in supporting each other
and putting team before individual performance.
We respect diversity and promote inclusion.

Professional excellence — We have a persistent
commitment towards excellence. Our Bank is
committed to generating sustainable value by
responsibly balancing risks and returns, and by
putting long-term success over short-term gain. We
do so by implementing and creating abundance of
choice for customers.

Innovation — We continuously embrace new and
better ways of doing things while taking account
of potential risks. Innovation is essential to our
success, as it gives us an edge in implementing
new ideas, refining services and creating dynamic
products leading to business growth by effectively
adapting the evolving marketplace



Other initiatives taken by HR including
representation / inclusion of persons with
disabilities

JS Bank joined hands with NOWPDP-a non-for-
profit organisation working to create inclusion for
People with disabilities in the business community.
Via this collaboration, we made explicit commitment
to sustainable and transformative progress on
disability inclusion across the organisation, and
to embrace and empower people with disabilities.
The initiative comprised of a comprehensive and
wide-ranging policy on disability and an action
plan, which served as the primary framework for
implementation. We termed this project URAAN-
an initiative to embrace and empower people of
determination.

1. Policy review: We started with review of our HR
policy to ensure it is compliant to the rules and
regulations of SBP, and equitable on grounds
of representing PWDs. This was the initial step
where we reviewed our employment policies
and practices to determine where gaps may
exist and find ways to create practices that
advance diversity, equity and inclusion. The
review also considered the international and
local best practices. We now have a revised
policy in place

2. Sensitisation surveys: In second step, a
perception survey was rolled out to a diverse
sample of organisation. The survey helped
determine how disability is perceived by the
employees of the organisation. This carved the
way towards developing sensitisation training
sessions. The survey was rolled out to a sample
of 10% of the bank wide population, and
responses were collected from a total of 241
people across various departments, grades,
cities, gender, and multiple other demographic
dimensions.

3. Sensitisation sessions: An important step
in the program were sensitisation sessions.
These sessions aimed at capacity building of
our people to work with a diverse workforce,
specially PWDs. These were built on the results
gathered from survey and created awareness
around communicating with PWDs in an apt
manner, behavioral changes with respect to
those with a disability, and how could they make
operating procedures inclusive. We conducted
a total of 6 sessions and trained 150 people
from across the organisation.

4. Role mapping: We not only wanted to create
awareness and let it go, instead we wanted
PWDs to come in and join a culture that supports
them. A subject area expert came in from
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NOWPDP and we had a detailed discussion
around onboarding PWDs into our workforce,
starting with an internship programme. We
discussed criteria and requirements that
PWD interns would require to function and be
productive, alongwith the job description most
suited to their skills. Continuing to the same,
our business partners collaborated with their
businesses to identify multiple positions across
departments where we would place these
interns for an exposure of corporate world.
Role mapping is what helped us understand the
positions which could readily be taken up by
PWDs and they could meaningfully participate
in all levels of the organisation’s workforce. We
identified 25 roles.

5. Persons with Disabilities (PWDs) normally face
severe limitations while accessing financial
services offered by financial institutions because
of a combination of physical constraints and
perceptions about their abilities to handle
financial matters. The need arose to make
banking easy and convenient for them through
supportive physical infrastructure, accessible
products and services, assistive technologies,
and supportive staff interactions. Keeping in
view of the above and in line with State Bank of
Pakistan’s guidelines for Banking on Equality,
08 branches were selected pan Pakistan as
PWD - Role Model branches. The purpose of
these branches was not only to facilitate PWD
customers but also to serve as model branches
for our employees who face similar challenges.
These branches were relocated / renovated
to comply with PWD guidelines and were also
equipped with interpretation services deployed
through Connect Hear. Further, organizations
such as NOWPDP were engaged for sourcing
of potential candidates for each branch with
similar challenges and provided them the
platform to make and excel in their professional
career.

Remuneration for MRTs

The compensation mix for MRTs is appropriately
balanced and the amount of fixed remuneration is
sufficiently high in order to ensure that the reduction
of the variable remuneration down to zero would be
possible.

Further, the variable remuneration of MRTs will be
compensated on achieving the pre-determined
qualitative and quantitative objectives considering
the risk-adjusted performance and long-term health
of the Bank. The qualitative factors may override
the achievements of quantitative factors in order to
discourage undue/excessive risk taking.
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Remuneration for MRCs

The remuneration level of staff in the control and
support functions/ MRCs allows the Bank to
employ qualified and experienced personnel in
these functions. The Bank ensures that the mix
of fixed and variable remuneration for control and
support function personnel is weighted in favour
of fixed remuneration. The variable remuneration
of control functions is to be based on function-
specific objectives and is not determined by the
financial performance of the business areas they
monitor. This compensation structure is designed
to ensure that objectivity and independence of
these functions is not compromised.

Deferral of variable remuneration

The variable compensation of all MRTs, MRCs, and
in case of Bahrain operations, approved persons
(APs) is subject to mandatory deferrals and malus/
claw back in accordance with the below table:

Deferred  variable = remuneration is  paid
proportionately over the three years, even if the
person is no more employee of the Bank (subject to
the malus provisions).

Malus and Claw back

The Bank has devised malus and claw back
provisions in the relevant policies that allows
forfeiture/adjustment of paid variable remuneration
in certain adverse business situations. Any decision
to hold or claw back individual’s award can only be
made by the BHRRNC of the Bank as per events set
out in detail in the Bank’s remuneration framework
and accountability framework.

Employees Element of Variable Pay | Constitution \llisrtii‘;lg Malus Claw Back
MRTs Upfront cash 70% Immediate - No
MRTs Deferred cash 30% 3 Years Yes No
MRCs Upfront cash 75% Immediate - No
MRCs Deferred cash 25% 3 Years Yes No
MRTs and APs (Bahrain)* Upfront cash 40% Immediate - No
MRTs and APs (Bahrain)* Deferred cash 60% 3 Years Yes Yes

* MRTs and approved persons earning over BHD 100,000 in total compensation.
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South Africa

STRENGTH IN NUMBERS!

In South Africa, the community is at the center of the
financial mindset. Money is often shared among extended
families and communities to support one another. You will

also find informal savings clubs and groups like the

"'committees" you hear about in Pakistan.
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SUSTAINABILITY AND CORPORATE
SOCIAL RESPONSIBILITY

PIONEERING GREEN INITIATIVES

JS Bank leads the way in driving sustainability
initiatives across Pakistan. With a strong focus
on combating climate change, we actively work
towards creating positive environmental and social
impact.

Green Banking

Our Green Banking Office ensures that
environmental and social factors are considered
in banking operations and decision-making
processes. We are committed to identifying and
addressing all social and environmental risks in
addition to aiding our clients in in identifying and
managing these risks as well as reducing carbon
footprints and social adverse actions

We are compliant with SBP’s Green Banking
Guidelines and have an Environmental and Social
Risk Management Framework in place creating
awareness towards social and environmental risks
involved in the extension of credit and procedures
and authorities which have been established to
manage these risks.

Green Climate Fund

At JS Bank, we demonstrate an unwavering
commitment to transformation by conducting
institutional arrangements, streamlining systems,
and shaping robust policies and procedures to
solidify our track record of sustainable initiatives.

We hold the Green Climate Fund (GCF) accreditation,
making us the first and only commercial to achieve
this milestone. The accreditation gives us access
to USD 250 Million in GCF Funding to execute
and implement climate-resilient projects in both
mitigation and adaptation result areas.

Green Office

JS Bank achieved a significant milestone in 2017
by becoming the inaugural commercial bank in
Pakistan to receive certification for the Green Office
Program, offered by Worldwide Fund for Nature
(WWEF-Pakistan) for its headquarters situated at
Shaheen Commercial Complex in Karachi. This
initiative aims to reduce greenhouse gas emissions
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and to decrease the ecological footprint at the
workplace through various initiatives such as
reducing electricity consumption and paper waste.

Solar Financing

JS Bank provides solar financing schemes, which
are renewable energy financing solutions that
empower individuals, entrepreneurs, and farmers
to produce cost-effective energy while reducing
reliance on the grid. Throughout 2023, JS Bank
effectively financed more than 231 solar projects
designed for residential and agricultural use.

Sustainable Operations

We have introduced carbon reduction measures in
self-operations. This ongoing exercise includes the
measurement of energy and paper consumption
in all our operating locations. In 2023, a total of
291 branches were equipped with energy-efficient
lighting and fans while 105 branches were powered
by solar energy.

JS BANK'’S INITIATIVES FOR UNITED NATIONS’
SUSTAINABLE DEVELOPMENT GOALS (SDGs)

SDGs are a set of 17 goals established by the
United Nations in 2015 as part of the 2030 Agenda
for Sustainable Development. These goals aim to
addressglobalchallengessuchaspoverty,inequality,
climate change, environmental degradation, peace,
and justice. Each goal has specific targets to be
achieved by 2030. At JS Bank, we continuously
strive to synchronize our operations and endeavors
with the Sustainable Development Goals, for a
world that is more equitable, prosperous, and
environmentally sustainable by the year 2030.

SDG Goal 3 - Good Health and Well-being

Pinktober 2023: JS Bank launched a campaign
for Pinktober, aiming to educate employees about
breast cancer prevention. They organized an
awareness session with Dr. Zubaida Qazi from Pink
Pakistan Trust, who discussed breast cancer risk
factors and the importance of regular screenings.
The session fostered proactive healthcare practices
and underscored JS Bank’s commitment to
community well-being.



JS Thrive: JS Thrive was launched in 2023 and is
dedicated to fostering a sustainable future where
individuals, businesses, and communities thrive.
It goes beyond financial success to encompass
physical health, mental resilience, emotional
well-being, and a sense of purpose. Through JS
Thrive initiatives like promoting mental health and
improving access to healthcare, JS Bank strives to
enhance well-being for its employees and society
at large.

SDG Goal 5 - Gender Equality

+ JS Bank aims to achieve gender equality
and empower all women by eliminating
discrimination based on gender. It also seeks
to ensure equal participation and opportunities
for leadership. In 2023, women made up 30%
of the 1,671 individuals admitted into JS Bank.

+ JS Bank successfully completed its Women
Leadership Development Program for middle to
senior managers, atestament to its commitment
to gender diversity and inclusion. Through
intensive training and coaching, participants
enhanced their leadership skills, empowering
them to excel in their roles with confidence
and resilience. This program underscores the
Bank’s vision of creating a workplace where all
individuals thrive and contribute to its success.

+  Through our program, Hum Qadam, we aim
to instill gender sensitivity in our employees,
fostering a respectful workplace by raising
awareness and equipping them with the
necessary knowledge and skills for respectful
interactions with colleagues.

+  HR organized Employee Town Halls exclusively
for female employees in the South and North
regions to promote diversity and inclusion. This
initiative signals the bank’s commitment to an
equitable workplace where all voices are valued.
The town halls provided a safe space for open
dialogue, empowering female employees by
addressing workplace challenges and fostering
solidarity. Additionally, the events facilitated
networking opportunities, encouraging
collaboration and cross-departmental
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relationships among female staff. The session
was attended by our PWD colleagues who
were included in the discussion through the
assistance of on-site interpreters.

+ JS Khud Mukhtar is a financing solution solely
for businesswomen of Pakistan, enabling
financial empowerment through inclusion, and
stability to female entrepreneurs. JS Khud
Mukhtar is based on the State Bank of Pakistan’s
Refinance and Credit Guarantee Scheme for
Women. This woman centric financing solution
provides an opportunity to promote banking on
equality via easy access to finance

+ JS Her current account is designed for women
and offers banking benefits, preferential pricing
and free micro critical illness cover for 7 types
of women related cancers.

SDG Goal 7 - Affordable & Clean Energy

JS Bank’s offers solar financing schemes which
are renewable energy financing solutions enabling
individuals, businesspersons and farmers to
generate cost effective energy with reduced
dependence on the grid. In 2023, JS Bank
successfully financed over 231 solar projects for
residential, agriculture and business purposes.

SDG Goal 10 - Reduce Inequality

JS Bank is committed to “Inclusion for All.” We’re
dedicated to fostering an inclusive culture where
talent is valued regardless of gender, disability,
or race. Embracing diversity brings unique
perspectives that drive innovation. Therefore, we
are focused on becoming a more diverse, equitable,
and inclusive organization to make a meaningful
impact.

JS Naya Aghaaz is based on the refinance scheme
of the State Bank of Pakistan and promotes
diversity and inclusion by providing financial
access for setting up a new business and to
expand current businesses. It provides financing
solution for Persons with Disabilities (PWD),
enabling personal development and financial
independence for male and female entrepreneurs.
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SDG 13 Climate Action

JS Bank proudly marks a significant achievement
as the sole private sector entity securing approval
from the Green Climate Fund’s (GCF) board for
the “Pakistan Distributed Solar Project” (PDSP).
We have also completed all the prerequisites for
implementation and are expecting the project
to commence in the first quarter of 2024. This
groundbreaking initiative, led by the private sector,
reinforces our commitment to environmental
responsibility.

The GCF has pledged USD 10 Million, comprising
a USD 9 Million Guarantee dedicated to supporting
JS Bank’s Solar portfolio and an additional USD 1
Million Grant allocated for Marketing Campaigns,
Capacity Building, and Training Sessions. This
substantial backing aims to bolster the promotion
of the renewable energy sector in Pakistan.

For more information, please visit Green Climate
Fund’s website: SAP024: Pakistan Distributed Solar
Project | Green Climate Fund

CORPORATE & SOCIAL RESPONSIBILITY (CSR)

At JS Bank, we try to demonstrate our values
through our contribution to the customers and the
communities that we serve. Therefore, everything
we do is done with a vision of bringing about a
positive change — a change that allows us to bank
with purpose.

JS Bank has demonstrated a strong dedication
to Corporate Social Responsibility within Pakistan
by partnering with Future Trust, a non-profit
philanthropic organization established by the JS
Group. Future Trust is committed to fostering
technology and innovation to combat poverty and
enhance the overall socio-economic conditions and
living standards of the Pakistani people. Together,
they support the youth by providing access to
progressive education, vocational training, career
guidance, and entrepreneurship opportunities.

Medical

Future Trust has a deep commitment to public
health and supports existing medical facilities
all over the country. This includes developing
healthcare facilities in deprived rural areas, providing
mobile health care in difficult-to-reach areas and
establishing a diagnostic laboratory. Major activities
during the year are:
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The Indus Hospital
Hospital, Sehwan)

(for Jahangir Siddiqui

Future Trust continued its collaboration with Indus
Hospital for providing free diagnostic and health
services to underprivileged population through
Jahangir Siddiqui Hospital, Sehwan. Among others,
these services include outpatient’s department, EPI
Enrolments, mental health screening, blood test,
family planning counselling, ECG, ultrasound and
X-Rays. With the collaboration of Indus Hospital
team, Jahangir Siddiqui Hospital is creating
an impact on vulnerable communities of the
neighborhood.

During 2023, almost 29,000 patients were provided
family medicine and other additional services at the
hospital. Additionally, 3,826 sessions of Community
Engagements for raising health awareness were
also conducted.

During September 2022, devastating floods hit
Bagh-e-Yousuf and Sehwan, severely damaging
Jahangir  Siddiqui Hospital (JS Hospital).
Submerged for about two months, the hospital
resumed operations in January 2023. However,
comprehensive repair and rehabilitation of the
hospital was required. Future Trust initiated the
repair work with the OPD block being prioritized
due to its high utilization.

Sindh Institute of Urology and Transplantation

The Trust supported The Sindh Institute of Urology
and Transplantation (SIUT). SIUT is regarded as one
of the premier institutes in Pakistan that provides
free of cost treatment of urological and nephrological
ailments, oncological treatments, treatments of
hepatic and gastrointestinal diseases, and organ
transplantation facilities to the general public.

Uro Gynae Clinic: The Trust supported Uro
Gynae Clinic which provides specialized free of
cost treatment for urological and gynecological
diseases to underprivileged population of Pakistan.
During the year 2023, 856 patients were provided
consultation and treatment at the clinic.

PinkDetect

PinkDetect and Future Trust are working together
to support women in remote areas of Pakistan,
particularly in terms of tech and healthcare. Future
Trust recently teamed up with PinkDetect for an
eventinanunderprivileged area of Karachi, engaging



120 women aged 19-65 with the help of medical
students. The event included educational sessions
on breast health, one-on-one consultations with
doctors, and free vital checks and supplements.
Additionally, FT is collaborating on a mobile app
for breast cancer awareness and diagnosis, with a
prototype already in development.

Medical Support to Individuals

The Trust also provided financial support to various
deserving and needy individuals for their medical
treatment. During the vyear, Future Trust has
supported 12 individuals in their treatments and
surgeries at various renowned hospitals including
Aga Khan University Hospital.

Educational

Future Trust’s educational initiative encompasses
support for special education, higher education,
institutional development and capacity building
with the vision of building an educated society.
Major initiatives of the Trust in education are:

JS Academy for the Deaf

Future Trust continued its support to JS Academy
for the Deaf which focuses on education of deaf
and hearing-impaired children to read, write and
communicate in sign language. The Academy
is educating students from class Nursery to
Graduation. During the year 2023, 162 students
were enrolled at the Academy.

Solarization of JS Academy for the Deaf

During 2023, Future Trust has solarized the JS
Academy for the Deaf. The implementation of
this solar system is in line with our dedication to
sustainability and environmental stewardship.
Utilizing solar power will substantially diminish
our carbon emissions and lessen dependence
on non-renewable energy sources. Additionally,
solar energy will lead to substantial reductions in
electricity expenses, generating long-term savings
that can be directed towards educational initiatives
and infrastructure. Furthermore, the solar system
will function as an educational resource, enabling
students to gain insights into renewable energy,
sustainability, and the significance of energy
conservation.
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Autism Spectrum Disorder Welfare Trust

(ASDWT)

The Trust supported Autism Spectrum Disorder
Welfare Trust (ASDWT) with a view to create
awareness, acceptance, support and inclusion of
people with Autism, Specific Learning Disorder
and other related neuro-disabilities. ASDWT
conducts workshops, seminars and other
outreach programs to educate the society and to
train parents, teachers, professionals, doctors,
paramedics and psychologists in their identification
and management of Autism and other related
disabilities. During the year 3,019 people benefited
directly from various

Milestone Charitable Trust

The Trust continued its support to Milestone
Charitable Trust that focuses on children with
Autism, Down syndrome and Cerebral Palsy etc.
with individual attention on each child through
personalize curriculum, group activities and
individual therapy sessions with the aim to overcome
their academic, emotional and behavioral hurdles.
Most of the children belong to the underprivileged
population of the society. During the year 22
students were enrolled in the center.

Dost Foundation Pakistan

The Trust continued its support to Dost Foundation
Pakistan (DFP). DFP is operating ten schools in
Gilgit Baltistan, out of which eight schools are
providing free education to the students. The
vocational centers are established for sustainability
of the Foundation and to enhance the technical
skills of people.

Fakhr-e-Imdad Foundation

Fakhr-e-Imdad Foundation (FIF) serves as a
philanthropic entity within the JS Group. Established
on May 13, 2000, as a non-profit organization, FIF
primarily focuses on delivering quality education,
vocational training, IT training, and healthcare
services in rural regions of the country. FIF’s
educational institutions are situated in underserved
areas such as Mirwah Gorchani, Mandranwala,
and Tando Ghulam Ali. During the year, Future Trust
has supported FIF through Endowment Fund and
General Donations.
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Basant Hall Children’s Library

The Basant Hall, Hyderabad, founded in 1901, is
undergoing conservation efforts by the Endowment
Fund Trust to transform it into an arts and cultural
complex. This historical building, functioning solely
as a community center without commercial intent,
houses a children’s library aimed at facilitating
access to information, promoting literacy, cultural
enrichment, and offering recreational programs.
The library provides materials in both physical
and digital formats. Future Trust has aided the
Endowment Fund Trust in digitizing the library as
part of this initiative.

Institute of Contemporary Studies

During the year, Future Trust has supported Institute
of Contemporary Studies (ICS). ICS, established 24
years ago, manages institutes specializing in health
sciences and skill-based training across Pakistan
The National Excellence Institute in Islamabad,
accredited by the Pakistan Nursing Council
and the Punjab Medical Faculty, offers diverse
education in pharmacy, nursing, physics, chemistry,
physiotherapy, and psychology. Additionally,
ICS operates the College of International Skills
Development (CISD) with 30 campuses nationwide,
providing training in IT, artificial intelligence, data
sciences, culinary arts, fashion design, English
language, and other fields.

Educational Support to Individuals

Future Trust offers financial assistance to low-
income individuals by reimbursing educational
expenses for their children. Specifically, the program
covers the costs associated with the education of
up to two children per eligible family Over the course
of the year, the Trust has extended its support to a
total of 61 students, ensuring that they have access
to the educational resources they need to thrive.
This initiative serves as a vital means of promoting
equal opportunities for children from economically
disadvantaged backgrounds, empowering them
to pursue their academic goals without financial
barriers.

Vocational & Career Guidance

The Trust’s vocational and career guidance initiative
encompasses support for the skills enhancement,
promoting and job placement in the industries.
Through Karigar Training Institute, Future Trust
has extended support to less privileged youth of
society to become economically independent,
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through acquisition of specialized vocational
skills of motorcycle repair work, air-conditioning/
refrigeration, plumbing and electrical trades.

Community Services

The Trust strives for and contributes towards the
general social and economic uplift of the people
without any discrimination. In these hard times
people cannot even afford the basic requirements
of living. Future Trust provided financial support to
various under privileged and needy families with the
purpose of solving their basic problems of living.

The Trust supported Anjuman Kashana-e-Atfal-o-
Naunihal (the Institute) for the installation of solar
system at the Institute. It is providing shelter for
the orphan, abandoned and unclaimed girls, where
these girls are being educated in reputable schools
and colleges, and also being taught some basic life
skills. At present, the institute is providing shelter
to 125 qirls with the ages ranging between 6-24
years. The institute has also made arrangements for
placement of 800 abandoned babies, so far, with
respectable families all over the world.

International days celebrated by JS Bank

Celebrating international days at the Bank is not
just about marking dates on a calendar; it’s about
demonstrating a genuine commitment to social
responsibility, ethical conduct, and sustainability
while engaging stakeholders and driving positive
impact.

These international days provide an opportunity
to raise awareness among employees, clients,
and the community about important global issues
such as corruption, environmental conservation,
human rights, etc. Participating in these events
demonstrates that the Bank is actively engaged
in addressing social and environmental concerns
beyond its core business activities.

JS Bank Commemorates World Anti-Corruption
Day

In alignment with the global community’s efforts
to combat corruption, JS Bank marked World
Anti-Corruption Day with a resolute commitment
to promoting ethical practices and eliminating
malpractices such as money laundering. On this
significant occasion, JS Bank joined hands with
organizations worldwide to raise awareness and
foster a culture of integrity.



The event witnessed the participation of eminent
speakers, including the Chief Risk Officer, the
Chief Compliance Officer, and the Head of HR
from JS Bank, who delivered compelling speeches
reaffrming the bank’s unwavering dedication
to upholding ethical standards and combating
corruption at every level.

Emphasizing the critical role of ethical conduct
in banking operations, the Chief Risk Officer
underscored JS Bank’s proactive approach in
implementing robust risk management frameworks
to detect and prevent corruption-related risks.
Furthermore, the Chief Compliance Officer reiterated
the bank’s zero-tolerance stance towards illicit
financial activities, emphasizing the importance of
stringent regulatory compliance measures. In line
with JS Bank’s commitment to nurturing a culture of
integrity, the Head of HR highlighted the significance
of fostering ethical awareness among employees
through comprehensive training programs and
ongoing communication initiatives.

Through its participation in World Anti-Corruption
Day activities, JS Bank demonstrated its steadfast
resolve to collaborate with the global community in
combating corruption and promoting transparency
and accountability in financial systems. By standing
firmly against malpractices like money laundering,
JS Bank reaffirmed its dedication to fostering trust,
integrity, and sustainability in the banking sector
and beyond.
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JS Bank Joins Global Earth Hour Campaign

JS Bank joined the global Earth Hour campaign,
demonstrating its commitment to environmental
sustainability. Through this initiative, the bank
encouraged individuals and communities to
engage in collective action for the planet. As part
of its participation in the Earth Hour campaign, JS
Bank leveraged its platform and influence to inspire
a meaningful change. Various outreach and digital
campaigns were employed to inspire change and
promote sustainable practices like energy efficiency
and reforestation. From promoting energy efficiency
to advocating for reforestation projects, JS Bank
championed a range of activities aimed at reducing
the carbon footprint and preserving natural
resources.

Participation in World Water Day

Reinforcing its commitment to water conservation,
JS Bank participated in World Water Day. Focused
on addressing water scarcity in Pakistan, the bank’s
initiatives aimed to educate stakeholders and
promote effective water management practices.
CEO Basir Shamsie stated, “Water is a precious
resource essential for life and development. JS
Bank is dedicated to promoting conservation
efforts, inspiring positive action, and fostering a
culture of environmental stewardship.”

Recognition in the Plastic Free July Campaign

JS Bank’s active participation in the Plastic Free
July campaign, aimed at reducing plastic waste,
earned special appreciation from Australia.
This global initiative saw 89 million individuals
worldwide unite in the collective effort to refuse
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single-use plastics, marking a significant step
towards a cleaner and greener future. Over the
past five years, the Plastic Free July campaign has
made substantial strides in waste reduction, with
participants around the globe collectively avoiding
10 billion kilograms of household waste. Notably,
this includes an impressive 1.4 billion kilograms of
plastic, surpassing the efforts of even the largest
clean-up initiatives worldwide with JS Bank being
a part on this.

The bank’s initiatives, such as minimizing single-use
plastics and educating employees on eco-friendly
alternatives, contributed significantly to the global
effort against plastic pollution.

JS Bank’s Earth Day 2023

JS Bank commemorated Earth Day with a series
of impactful initiatives focused on environmental
responsibility. On Earth Day, JS Bank organized
cleaning drives and educational sessions at Frere
Hall Gardens. These activities emphasized the
importance of environmental preservation and the
creation of sustainable urban spaces.
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HR INITIATIVES TOWARDS CORPORATE

RESPONSIBILITY

JS Thrive - A Holistic Approach to Well-being

JS Thrive is more than just a program; it is a
philosophy that permeates every aspect of our
organization. By aligning with the United Nations
Sustainable Development Goal (SDG) 3, “Good
Health and Well-being,” we actively contribute to
a global movement toward creating healthier and
more sustainable societies. This year JS Thrive
offered a range of engaging initiatives designed
to promote well-being and foster a supportive
community:

Mental Health Session: Providing a safe space
for discussing mental health issues and coping
strategies, the objective of this session was to
reduce stigma and offer support.

Mental Well-being Art Competition: Through
expressive art, this competition encouraged
creative expression, community, and mental well-
being.

Nutrition Month Kickstart - Apple Day: Launching
nutrition awareness with apple distribution, this
initiative highlighted the importance of healthy
eating and lifestyle.

Nutrition Session: Demystifying the science of
nourishment, this session amplified understanding
of nutritional principles and introduced healthfriendly
habits.

Pets at Work: Fostering a positive and
stressrelieving environment, this initiative allowed
pets in the workplace, enhancing well-being
through pet therapy.

Healthy Breakfast Day: Celebrating the significance
of a nutritious morning meal, this event illuminated
the role of breakfast in overall well-being.

Battle on the Pitch: In the third quarter of 2023,
JS Bank hosted “Battle on the Pitch,” a grand
cricket event, under the JS Thrive initiative. This
event spanned across all three regional divisions —
North, Central, and South. Each team displayed a
unique strategic approach, creating an atmosphere

filled with enthusiastic cheers and friendly rivalry.
The league served as an ideal platform for inter-
office bonding, promoting a strong sense of unity
among colleagues from varied backgrounds.
Celebrating the spirit of cricket, the event not only
reinforced professional relationships within the
office community but also fostered a sense of pride
and created lasting memories across each region.

Pinktober
Awareness

2023: Raising Breast Cancer

JS Bank launched a comprehensive campaign
during Pinktober, dedicated to breast cancer
awareness. The aim was to educate employees and
broader communities about the importance of early
detection and preventive measures against breast
cancer. The bank organized a session featuring Dr.
Zubaida Qazi from the Pink Pakistan Trust, who
provided insights into the risks and preventative
strategies of breast cancer. Through interactive
discussions and informative presentations, the
session effectively dispelled myths and promoted
proactive health practices. By engaging both internal
and external stakeholders, JS Bank demonstrated
its unwavering commitment to health awareness
and supporting initiatives that enhance community
well-being.
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Women Leadership Development Program:
Empowering Female Talent

This year marked the launch of our Women
Leadership Development Program, specifically
designed for mid to senior-level managerial staff.
The program constitutes a significant stride in
JS Bank’s commitment to gender diversity and
inclusion. The success of this program not only
illustrates JS Bank’s dedication to nurturing female
talent but also aligns with our vision of creating
a workplace where every individual can flourish
and contribute meaningfully to the organization’s
success.

International Day of Persons with Disabilities

(IDPWD)
Inclusion

2023: Celebrating Diversity and

At JS Bank, we believe in the power of diversity and
inclusion. Committed to fostering an inclusive work
environment, we celebrated the International Day
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of Persons with Disabilities in 2023 by recognizing
the exceptional contributions of our employees with
disabilities. The day was marked with a motivational
session, specifically curated to empower and uplift
our colleagues with disabilities. It spotlighted
their unique skills, resilience, and determination,
underscoring their invaluable role in enriching our
workplace. This event united employees from
various departments, strengthening our sense of
community and mutual support.

Hum Qadam: Promoting Gender Sensitivity in
the Workplace

Through the Hum Qadam program, JS Bank is
committed to enhancing gender sensitivity among
its employees. This program, mandated by the
State Bank of Pakistan under its Banking on
Equality Policy, is conducted across all job families
with regular sessions at our Learning Academy in
Karachi. It aims to cultivate a respectful workplace
culture by raising awareness, transforming attitudes,
and equipping employees with the skills needed
for respectful interactions. By addressing biases,
stereotypes, and discriminatory behaviors, Hum
Qadam fosters an environment where all employees
feel valued and respected, thereby contributing to a
harmonious and productive workplace culture.

Female Employees Town Hall

Employee Town Halls were organized by HR
exclusively for Females of South and North regions
as part of organization’s broader effort to promote
diversity and inclusion. It was an initiative to signal
bank’s commitment to creating an equitable and
inclusive workplace where all voices are heard
and valued. The town halls served as a platform
to empower and support female employees by
creating a safe space for open dialogue, sharing
experiences, and discussing challenges they may
face in the workplace. The event also served as a
networking opportunity for female employees to
134 Annual Report 2023 connect with colleagues
from different departments, fostering collaboration
and cross-functional relationships. The session
was attended by our PWD colleagues who were
included in the discussion through the assistance
of on-site interpreters.

Women Service Champions Training Program

Women Service Champions pan Pakistan were
trained on how to better facilitate customers through
the program Banking with HER. The full day training



program for RMs/BMs is also mandated by the SBP
under the Banking on Equality policy and aims to
create champions at customer’s touch points who
can facilitate women customers and bank with
them effectively by selling them loans and products
specific to their needs.

Childcare Assistance Policy

JS Bank has introduced its Childcare Assistance
Policy, offering a monthly allowance for children up
to three years old. This initiative underscores JS
Bank’s commitment to supporting its employees
in balancing work and family responsibilities. By
alleviating childcare costs, the policy aims to
empower parents within the workforce, fostering
a supportive and inclusive environment where
employees can thrive both personally and
professionally.

Learning Interventions

Investment in people development

Investments in PKR

67,968,924

No. of Trained People
25,317

Learning Hours

132,808

Knowledge Connect emailers

“Knowledge Connect” is our internal communication
series aimed at fostering a culture of compliance
and transparency. By delivering bite-sized emailers,
it efficiently disseminates vital information on the
code of conduct and regulatory requirements
such as the conflict-of-interest policy. This
approach ensures that employees stay informed
and compliant, contributing to a stronger ethical
framework within the organization.

Managerial effectiveness programs

Managerial Effectiveness Program, acomprehensive
two-day workshop designed to enhance managerial
skills and leadership capabilities. This program
equips participants with the tools and knowledge
necessary to drive performance and achieve
organizational goals efficiently.

Anti-Harassment Framework at JS Bank

JS Bank maintains a stringent Anti-harassment
policy, firmly committed to fostering a safe
and respectful workplace environment for all
employees. The bank recognizes that harassment
in any form undermines individual dignity, impedes
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productivity, and compromises the overall integrity
of the workplace. The anti-harassment policy at JS
Bank is governed in line with ‘Protection against
Harassment of Women at the Workplace Act, 2010
as amended in 2022’ (“Act”).

Our anti-harassment policy outlines clear guidelines
and procedures for addressing and preventing
harassment. The policy emphasizes zero tolerance
for harassment and encourages employees to
report any incidents promptly and confidentially
by sending an email at Anti.harassment@jsbl.com.
JS Bank ensures that all complaints are thoroughly
investigated with sensitivity and impartiality, and
appropriate disciplinary action is taken against
perpetrators.

The Bank has a standing Inquiry Committee
comprising of 3 members of which one is a female,
which has the mandate to conduct the inquiry,
investigate the matter and counsel the victim in
harassment — including sexual harassment — at
workplace. In 2023, three instances of harassment
were reported and subsequently addressed.

Participation at Career Fairs

JS Bank actively engages with potential employees,
to contribute to job creation, and to support diversity
and inclusion. We are committed to developing
talent for sustainable growth.

Project Internships:

As part of collaboration with the Universities/
Colleges, JS Bank offers Internship Programs
throughout the year, to provide practical exposure
for the students, particularly in banking industry.
We believe that such initiatives play a crucial role
in fostering connections with future leaders and
empowering the next generation.

Batch Hiring:

JS Bank aims to enhance workforce development
by offering program hiring opportunities on an
ongoing basis, that focus on comprehensive
training and skill development. By incorporating
a mix of theoretical knowledge and practical
experience, we create a talented team,
ready to navigate merging market trends.
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Employee Benefits Enhanced for 2024

Our revised staff house loan policy and auto loan policy is designed to make the dream of owning a home
and a better ride attainable with enhanced loan limits and favorable interest rates. Policies like these
provide access to essential assets, enhancing quality of life and reducing financial stress for employees
and their families.

Measuring Progress: Essential HR Data in 2023

Female Male Total
Total Staff Strength 830 3,748 4,578
Induction in 2023 494 (30%) 1,177 (70%) 1,671
Maternity/Paternity Leave Count of Employees
Maternity Leave 43
Paternity Leave 361
Grand Total 404
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STAKEHOLDERS RELATIONSHIP AND

ENGAGEMENT

Steps to Encourage Minority Shareholders’
Participation in AGMs

At JS Bank Limited, we recognize the importance
of engaging with all our shareholders, especially our
minority shareholders. Our commitment to fostering
minority shareholders’ participation in AGMs is
reflected through the following measures:

* Notice of AGM is sent to every member of the
Bank at least 21 days before the meeting. The
notice was published in both English & Urdu
newspapers having Nationwide circulation.

* Notice of AGM dispatched to members of the
bank on their registered address containing
the QR code and the weblink address to view
and download the annual audited financial
statements together with the report.

e The annual audited financial statements are
provided electronically via email or in hard form
upon request.

*  During AGM, a detailed briefing on the Bank’s
performance and its future plans is given to the
shareholders.

e The shareholders are encouraged to raise
queries and give suggestions relating to the
Bank’s operations.

Issues raised in the last AGM, decisions taken
and their implementation status

No issues have been raised in the last AGM.
Investor Relations Section on Corporate Website

Corporate information including quarterly, semi
annual, and annual reports of the Bank can
be accessed on the following URL jsbl.com/
knowledge-center/investor-information/

The Bank disseminates information to its investors
and shareholders through a mix of information
exchange platforms, including its corporate
website, maintained under the applicable regulatory
framework. The website is updated regularly
to provide detailed and latest Bank information
including but not limited to financial highlights,
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investor information, dividend, and other requisite
information.

Corporate Briefing Session

Bank has the practice to conduct annual corporate
and investors briefing session.

In 2023, JS Bank conducted a teleconferencing
session for corporate and investors on December
29. Stakeholders were invited through the Pakistan
Stock Exchange, enabling participation online or in
person. In compliance with regulatory requirements,
the presentation is available on our website.

Customer Grievance Redressal Practices

The JS Bank Customer Experience (CE) team
organizes, plans, and regularly assesses the Bank’s
customer experience across all touchpoints to
create the best possible interaction between the
Bank and its customers. The CE team develops
and implements efficient procedures that improve
client connections, loyalty, and satisfaction. One of
our core values, customer centricity, works hand in
hand with efficient complaint handling, grievance
management, in order to understand & adapt our
product and services to meet our Customer’s
expectations.

Our complaint management policy ensures prompt
handling of complaints within the State Bank
of Pakistan-defined turnaround time (TAT), with
a focus on preventing recurrence. The process
registers and acknowledges concerns, providing
an interim reply (where necessary), and ensuring
due resolution. If customers are not pleased with
the Bank’s resolution, they may also approach the
Banking Ombudsman (Mohtasib).

The Bank has implemented various channels
for customers to register complaints, including
account statements, ATM screens, emails, SMS,
in-app notifications, and online feedback forms.
To increase the number of customers who have
access to the recourse mechanism, the Bank has
posted such information on social media via SMS
messages, Inapp notifications and email direct
messages (EDMs) to its customers twice a year.
A thorough grievance system, touchpoints, and
online feedback forms are available on the Bank’s
website. Customers also receive regular email
broadcasts for customer awareness and education.



Our corporate culture is founded on treating
customers fairly. In line with the same, the
Bank has incorporated a “Customer Protection
Framework”, whereby we always prioritize the
needs of the customer while creating, marketing,
and managing our business. Our main objectives
are to maintain fairness in all customer interactions,
effective communication, promote service culture,
and develop a productive method for handling
grievances. We also focus on the financial decisions
that customers make through our consumer
education and financial literacy initiatives.

Voice, Chat, and SMS (VCS) Team: The VCS Team
facilitates customer interactions through diverse
channels, including phone calls, emails, chat over
SMS, WhatsApp BOT, online forms, and social
media. This team comprises qualified professionals
providing round-the-clock support, assisted by
advanced technologies like interactive voice
response and computer telephony integration

Annual Report
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STATEMENT AND DISTRIBUTION OF

VALUE ADDED

2023
Value Added Rs. in million
Net mark-up / interest income 22,409
Non mark-up / interest income 12,205

Operating expenses excluding Staff cost,
depreciation, amortisation, donations and WWF (12,143)
Provisions against advances, lending,

investments and others (2,807)
Other charges (79)
Value added available for addition 19,584
Distribution of Value Added 2023

2022
Rs. in million
14,856
5,300

(7,712)

(1,099)
(134)

11,211

2022

Rs. in million
To Employees
Remuneration, provident fund and other benefits 8,151

To Government

Workers’ Welfare Fund 170

Income Tax 4,180
4,351

To Society

Donations 170

To Growth and expansion

Depreciation 2,298
Amortisation 280
Retained Earnings 4,335
6,912

19,584
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%

41.62%

0.87%
21.35%
22.22%

0.87%

11.73%
1.43%
22.14%
35.30%
100.00%

Rs. in million

6,863

43
1,166

1,209

43

1,963
167
965

3,095
11,211

%

61.22%

0.38%
10.40%
10.79%

0.38%

17.51%
1.49%
8.61%

27.61%

100.00%
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EXCELLENCE IN CORPORATE

REPORTING

Management’s responsibility towards Financial
Statements  and Directors’ compliance
statement

The Bank’s Management is aware of its responsibility
towards the preparation and presentation of
financial statements. The Directors of the Company
confirm that:

+ The financial statements, fairly represent the
state of affairs of the Bank, the result of its
operations, comprehensive income, cash flows,
and changes in equity.

« Proper books of accounts of the Bank have
been maintained.

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

« International Financial Reporting Standards
(IFRS), as applicable in Pakistan and to the banks
in Pakistan, have been followed in preparation
of financial statements, and any departures
therefrom have been adequately disclosed and
explained.

+ The system of Internal Controls is sound in
design, and has been effectively implemented
and monitored.

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

« There is no material departure from the best
practices of corporate governance

Adoption and Statement of Adherence with the
International Integrated Reporting Framework

The main purpose of this report is to provide
meaningful and valuable information to the Bank’s
stakeholders, covering its strategic priorities
and future plans. To achieve this objective, the
report encompasses a comprehensive overview
of the organization and external environment,
governance, risks and opportunities, strategy and

resource allocation, and outlook. The Bank has
adopted an integrated thinking approach, resulting
in a periodic and holistic report that reflects its value
creation over time. The reporting approach links
financial and non-financial information to provide a
complete perspective on the Bank’s performance
for all relevant stakeholders.

Content Elements Incorporated in our Annual
Report

* Organisational Overview, Business Model
and External Environment

JS Bank Limited (JSBL) is a banking company
incorporated in Pakistan as a public limited
company. The Bank is a subsidiary company of
Jahangir Siddiqui & Co. Ltd. (JSCL) and its shares
are listed on Pakistan Stock Exchange Limited
(PSX).

e Governance

The Board of Directors (BoD) is responsible for
establishing the Bank’s goals and strategies. In
addition to setting policies and guidelines for
the Bank’s operations, the BoD oversees the
performance of the senior management team in
executing their assigned responsibilities.

* Stakeholder Relationship and Engagement

The Bank maintains strong stakeholder relations
through proactive stakeholder management,
which involves developing an understanding of the
diverse stakeholders of the Bank, identifying their
interests in the Bank’s functions and operations,
and engaging with them accordingly.

e Sustainability and Social

Responsibility

Corporate

JS Bank is committed to contributing to the
community through various activities, including
initiatives related to health, environment, sports,
social awareness, cultural promotion, and welfare,
while prioritizing the interests of its employees and
customers.
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* Risks and Opportunities

The Bank operates in an environment where market
risk, credit risk, liquidity risk, operational risk, and
environmental risks are present. To mitigate these
risks, the Bank has implemented risk management
measures that effectively safeguards the Bank’s
capital against these risks.

e Strategy and Resource Allocation

In pursuit of its goal to maximize shareholder value
and achieve sustainable returns that exceeds
shareholder expectations, the Bank formulates
short, medium, and long-term objectives, execution
plans, and considers the operational context and
stakeholder feedback in developing its strategies.

e Outlook

The Bank acknowledges that the government’s
fiscal actions, including monetary policy, geopolitical
situation, law and order situation, inflation, and
taxation, may present challenges and risks to its
operations. To mitigate these risks and maintain its
market position, the Bank allocates its resources
strategically and takes corrective measures to
protect its capital and provide maximum returns to
its shareholders.
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¢ Performance and Position

The Bank regularly evaluates its performance and
position based on Key Performance Indicators
(KPIs). The bank has been performing impressively
in terms of year-on-year growth.

* Excellence in Corporate Reporting

The Corporate Reporting Framework of the Bank
is based on the International Financial Reporting
Standards (IFRS), the Companies Act, 2017, the
Banking Companies Ordinance, 1962, and the
directives issued by the State Bank of Pakistan
(SBP) and Securities and Exchange Commission
of Pakistan (SECP). The Bank and its subsidiaries
follow a financial calendar from January to
December, and M/s KPMG Taseer Hadi & Co. is
the Bank’s external auditor. The External Auditors’
Report provides key information about the current
fiscal year and was prepared for the reporting year
ended December 31, 2023.
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KPMG Taseer Hadi & Co.

Chartered Accountants

Sheikh Sultan Trust Building No. 2, Beaumont Road
Karachi 75530 Pakistan

+82 (21) 37131900, Fax +92 (21) 35685095

INDEPENDENT AUDITOR'S REVIEW REPORT
To the Members of JS 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
JS Bank Limited (“the Bank") for the year ended 31 December 2023 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.
Qur 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 upen
recommendation of the Audit Committes.

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 31 December 2023,

pu
KAWL (e e ~ !

Date: 07 March 2024 KPMG Taseer Hadi & Co.
Chartered Accountants

Karachi

UDIN: CR202310106Pd3NT79r5w
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STATEMENT OF COMPLIANCE

Statement of Compliance with the Listed Companies (Code of Corporate Governance) Regulations,
2019 (the ‘Regulations’)

Name of company: JS Bank Limited (the ‘Bank’)
Year ended: December 31, 2023

The Bank has complied with the requirements of the Regulations in the following manner:
1. The total number of directors of the Bank is seven (07) as per the following:

a. Male: Six (06) including the President and Chief Executive Officer (President & CEO)

b. Female: One (01)

2. The composition of the Board is as follows:

Category Names

i) Independent Directors e Ms. Nargis Ali Akber Ghaloo
e Lt Gen. (R) Sadiqg Ali

e Mr. Khalilullah Shaikh*

e Syed Mumtaz Ali Shah

¢ Mr. Usman Yousaf Mobin

i) Non-Executive Directors *  Mr. Adil Matcheswala — Chairman
iii) Executive Director *  Mr. Basir Shamsie — President & CEO
iv) Female Director * Ms. Nargis Ali Akber Ghaloo

(Independent Director)

* Mr. Khalilullah Shaikh was appointed by the Board of Directors on December 12, 2023 subject to approval
of State Bank of Pakistan (SBP). The approval from SBP was received on February 06, 2024.

3. The directors have confirmed that none of them is serving as a director on more than seven (07) listed
companies, including the Bank.

4. 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.

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

6. 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
(Act) and the Regulations.

7. 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 meetings of the Board.
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8. The Board has a formal policy and transparent procedures for the remuneration of directors in accordance
with the Act and the Regulations.

9. Out of seven (07) directors, five (05) directors have completed Director’s Training Program, and one (01)
director is exempted from the requirement in accordance with the Regulations. Whereas one (01) newly
elected director will obtain certification in due course.

10. The Board has approved the appointment of the Chief Financial Officer (CFO), Company Secretary,
and Head of Internal Audit, including their remuneration and terms and conditions of employment, and
complied with relevant requirements of the Regulations. No new appointment has been made during
the financial year.

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

12. The Board has formed committees comprising of members given below-

Audit Committee:
Ms. Nargis Ali Akber Ghaloo Chairperson
(Independent Director)
Lt. Gen. (R) Sadiqg Ali Member
(Independent Director)
Mr. Khalilullah Shaikh Member

(Independent Director)*

HR Remuneration & Nomination Committee:

Syed Mumtaz Ali Shah Chairman
(Independent Director)
Mr. Adil Matcheswala Member

(Non-Executive Director)

Mr. Usman Yousaf Mobin Member
(Independent Director)

Risk Management Committee:

Syed Mumtaz Ali Shah Chairman
(Independent Director)
Lt. Gen. (R) Sadiqg Ali Member

(Independent Director)

Mr. Basir Shamsie Member
(Director, President and CEO)
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IT Committee:

Mr. Usman Yousaf Mobin Chairman
(Independent Director)
Ms. Nargis Ali Akber Ghaloo Member

(Independent Director)

Mr. Basir Shamsie Member
(Director, President and CEOQ)

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

14. The frequency of meetings of the committees was as per following:

Committees Meetings held during the year
Board Audit Committee Four (04)
Board HR Remuneration & Nomination Committee Four (04)
Board Risk Management Committee Four (04)
Board IT Committee Five (05)

15. The Board has set up an effective internal audit function comprising suitably qualified and experienced
persons for the purpose and is conversant with the policies and procedures of the Bank.

16. The statutory auditors of the Bank 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 the 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 CEQO,
CFO, Head of Internal Audit, Company Secretary or Director of the Bank.

17. 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.

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

For and on behalf of the Board

Basir Shamsie Adil Matcheswala

President & CEO Chairman

Karachi: February 29, 2024
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The French are known for their appreciation of quality
over quantity, which can sometimes be more
expensive but is seen as an investment. They value
experiences, fine dining, and thoughtful gifts. The
French prioritize financial security.
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KPMG Taseer Hadi & Co.

Chartered Accountants

Sheikh Sultan Trust Building No. 2, Beaumont Road
Karachi 75530 Pakistan

+92 (21) 37131900, Fax +92 (21) 35685095

INDEPENDENT AUDITOR'S REPORT
To the members of JS Bank Limited
Report on the Audit of the Unconsoclidated Financial Statements

Opinion

We have audited the annexed unconsolidated financial statements of JS Bank Limited (the
Bank), which comprise the unconsolidated statement of financial position as at 31 December
2023, and the unconsolidated profit and loss account, the unconsclidated statement of
comprehensive income, the unconsolidated statement of changes in equity and 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 financial
statements, including a summary of material 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, the unconsolidated profit and loss account, the
unconsolidated statement of comprehensive income, the 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, 1862 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 31 December 2023 and of the profit, other comprehensive income, the
changes in equity and its cash flow 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 financial statements of the current period. These matters were addressed in
the context of our audit of the financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters.
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Following are the Key Audit Matters:

5.
No.
1

Key Audit Matters

Provision against advances

{Refer note 10.4 to the financial statements)

The Bank's Advances portfolio includes
fund-based and non-funded financing
facilities. The portfolio includes
corporate financing to several public ”
sector entities and large to small size
businesses operating in the private

sector, as well as consumer financing

to individuals.

As per the Bank's accounting policy
{refer note 4.6.1 to the financial o
statements), the Bank determines
provisions against non-performing
financing exposures in accordance with
the requirements of Prudential
Regulations of State Bank of Pakistan
(SBP) and also maintains general
provision against corporate and
consumer financing in respect of
potential credit losses in the portfolio.

The Prudential Regulations require
specific provisioning against loan
losses on the basis of time based
criteria which should be supplemented
by a subjective evaluation of Bank's
credit portfolio. The determination of
provision against advances, therefore,
involve use of management's judgment,
on a case to case basis, taking into
account factors such as the economic
and business conditions, borrowers’
repayment behaviors and realizability of
collateral held by the Bank.

-

In view of the significance of this area in
terms of its impact on the financial

Annual Report

How the matter was addressed in our audit

Our audit procedures, amongst others,
included the following:

Assessing the design implementation and
operating effectiveness of key controls
established by the Bank to identify loss
events and for determining the extent of
provisioning required against non-
performing loans;

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

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

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

Checking the accuracy of specific
provision made against non-performing
advances and of general provision made
against consumer finance by recomputing
the provision amount after considering the
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s.
No.

Key Audit Matters How the matter was addressed in our audit
statements and the level of involvement benefit of forced sales value, if any, in

of management's judgment, we accordance with the criteria prescribed
identified provision as a significant area under the PRs;

of audit judgment and a key audit

matter. + \Where the management has not identified

indicators displaying impairment,
reviewing the credit history, account
movement, financial ratios, report on
security maintained and challenged the
management's assessment based on our
view of the credit from the review of credit
file.

Valuation of investments
{Refer note 9 to the financial statements)

The carrying value of investments held  Our audit procedures to verify valuation of
by the Bank amounted to Rs. investments, amongst others, included the
287 478.855 million, which constitutes  following:

48.8% of the Bank's total assets as at

31 December 2023, + Assessing the design implementation and
operating effectiveness of key controls
The significant portion of the established by the Bank to determine
investments comprise of Federal valuation of investments;
government securities, Term finance ) _ _ _
certificates, Sukuks and equity + Checking the valuation of investments in
securities. the portfolio, as recorded in the general
ledger, to supporting documents,
Investments are carried at amortized externally quoted market prices and break-
cost or fair value in accordance with the up values including the significant and
Bank's accounting policy relating to prolonged decline in fair value of listed
their recognition. Provision against equity investments for impairment;
investments is made based on
impairment po“c:lr of the Bank which L] ChEGkiﬁg that the valuation of unquoted
includes both ubjec:tjue and Eubjectiue securities are in accordance with criteria
factors. prescribed under the Prudential
Regulations;

We identified assessing the carrying

value of the investment as a key audit Invaolving our internal valuation specialists
matter because of its significance to the to review and evaluate the valuation of
unconsoclidated financial statements. unquoted debt securities;
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s. Key Audit Matters How the matter was addressed in our audit

No.

-

Impairment testing of goodwill

{Refer Note 12.3 to the financial statements)

As at 31 December 2023, intangible
assets include goodwill amounting to
Rs. 1,463.624 million acquired as a
result of scheme of amalgamation as .
disclosed in note 12.3 to the financial
statements.

Goodwill is required to be annually .
assessed for impairment under 1AS-36
“Impairment of Assets". Accordingly,
Management has performed an
impairment test of the goodwill which is
subjective in nature due to assumptions
made about future performance.

As disclosed in note 12.3, the Bank
uses a discounted cash flow model to
determine value in use, on the basis of
the certain key assumptions.

Due to the significance and impact of
the assumptions and judgements
invalved, the impairment testing of
goodwill is considered to be a key audit
matter.

Obtaining independent confirmations for
verifying the existence of the investment
portfolio as at 31 December 2023 and
recanciling it with the books and records of
the Bank. Where such confirmations were
not available, alternate procedures were
performed;

Assessing the appropriateness and
adequacy of the disclosure made in the
unconsolidated financial statement.

Our audit procedures, amongst others,
included the following:

Evaluating the model used in determining
the value in use as well as assessing the
discount rate used;

Comparing the cash flow forecasts to
approved budgets and other relevant
market and economic information, as well
as testing the underlying calculations;

Invelving our internal valuation specialists
to review and evaluate management’s key
assumptions used in impairment
calculations;

Performing sensitivity analyses around the
key assumptions used in the models;

Assessing the adequacy of the related
disclosures in the unconsclidated financial
statements in accordance with the
applicable financial reporting framework.
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Key Audit Matters

How the matter was addressed in our audit

Acquisition of Banklslami Pakistan Limited

(Refer Note 1.4 to the financial statements)

During the year, the Bank acquired
majority control in Banklslami Pakistan
Limited (BIPL) through Share Purchase
Agreement (SPA) and Public Offer. The *
Bank currently holds 75.12% of the total
equity interest in BIPL. For the
determination of share price used for

SPA, the Bank was assisted by an
independent valuation expert.

Considering the significance of this
acquisition to the financial statements

we have identified it as a key audit

matter.

Our audit procedures, amongst others,
included the following:

Examining the relevant minutes of the
meetings of Board of Directors and
Shareholders along with all the requisite
approvals from all the regulatory bodies;

Examining the necessary documents to
ensure that all the regulatory reguirements
have been complied with;

Examining the share purchase
agreements to understand the key terms
and conditions;

Evaluating the competence, capabilities
and objectivity of the Management Expert
and evaluated the appropriateness of the
waork performed;

Obtaining the valuation report and
conducted inquiries with Management's
Expert to understand the valuation
methodology;

Engaging our valuation specialist in
assessing the appropriateness of the
valuation methodology and key
assumptions applied in the valuation;

Ewvaluating the transaction is recorded in
line with the requirements of accounting
and reporting standards as applicable in
Pakistan;

Assessing the appropriateness and
adequacy of the disclosure made in the
unconsolidated financial statement.
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Information other than the Unconsclidated Financial Statements and Auditor's Report
Thereon

Management is responsible for the other information. The Other Information comprises the
information included in the Bank's Annual Report but does not include the unconsolidated
financial statements, consclidated financial statements and our auditor's reports thereon.

Our opinion on the 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 financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent
with the 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 the 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 unconsclidated
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 unconsclidated 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 arize
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,
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As part of an audit in accordance with 1SAs 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 unconsclidated 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 cne resulting from error, as fraud may inveolve 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 unconsoclidated financial
statements, including the 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.
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Report on Other Legal and Regulatory Requirements

1.

Based on our audit, we further report that in our opinion:

a)

b)

c)

d)

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;

the unconsalidated statement of financial position, the unconsolidated profit and loss
account, 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;

investments made, expenditure incurred and guarantees extended during the year were
in accordance with the objects and powers of the Bank / branches and the transactions of
the Bank / branches which have come to our notice have been within the powers of the
Bank / branches; and

zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIIl of 1980),
was deducted by the Bank and deposited in the Central Zakat Fund established under
section 7 of that Ordinance.

We confirm that for the purpose of our audit we have covered more than sixty per cent of the
total loans and advances of the Bank.

The engagement partner on the audit resulting in this independent auditor's report is Muhammad

Taufig.
LY M
}‘T-{-""qII ml“"% WI. Ble o -
Date: 07 March 2024 KPMG Taseer Hadi & Co.
Chartered Accountants
Karachi

UDIN: AR202310106IwlIXsbHAI
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Unconsolidated Statement of Financial Position

As at December 31, 2023

2023 2022

————— USD in ‘000 -----
145,090 87,862
13,225 6,388
- 40,272
1,019,932 1,076,648
722,793 819,915
38,199 35,494
17,288 13,596
134,693 107,840
2,091,220 2,188,015
20,112 19,169
96,581 347,009
1,725,259 1,646,671
30,149 24,817
4,669 1,135
71,394 72,769
1,948,164 2,111,670
143,056 76,445
72,754 35,902
23,285 9,889
6,953 2,821
40,064 27,833
143,056 76,445

ASSETS

Cash and balances with treasury banks
Balances with other banks

Lendings to financial institutions
Investments

Advances

Fixed assets

Intangible assets

Deferred tax assets

Other assets

LIABILITIES

Bills payable

Borrowings

Deposits and other accounts

Liabilities against assets subject to finance lease
Subordinated debts

Deferred tax liabilities

Other liabilities

NET ASSETS
REPRESENTED BY
Share capital
Reserves

Surplus on revaluation of assets
Unappropriated profit

CONTINGENCIES AND COMMITMENTS

14
15
16
17

18
19

20

21

22

2023

2022

————— Rupees in ‘000 -----

40,895,031 24,764,967
3,727,490 1,800,436

- 11,351,162
287,478,855 || 303,464,863
203,726,900 || 231,101,816
10,766,680 10,004,318
4,872,907 3,832,137
37,964,595 30,395,794
589,432,458 616,715,493
5,668,721 5,402,945
27,222,479 97,808,216
486,282,778 || 464,131,920
8,497,767 6,995,000
1,316,108 320,000
20,122,537 20,510,793
549,110,390 595,168,874
40,322,068 21,546,619
20,506,625 10,119,242
6,563,243 2,787,201
1,959,868 795,021
11,292,332 7,845,155
40,322,068 21,546,619

The annexed notes 1 to 48 and annexures | and Il form an integral part of these unconsolidated financial statements.
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Unconsolidated Profit and Loss Account

For the year ended December 31, 2023

2023 2022

————— USD in ‘000 -----
326,712 255,613
247,208 202,906
79,504 52,707
14,664 11,401
6,216 462
20,428 7,672
- (271)
404 (1,089)
1,588 630
43,300 18,805
122,804 71,5612
81,748 59,423
604 151
281 477
82,633 60,051
40,171 11,461
9,960 3,898
30,211 7,563
14,831 4,138
15,380 3,425

----- US Dollar -----

0.010 0.003

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

Non mark-up / interest income

Fee and commission income

Dividend income

Foreign exchange income

Income / (loss) from derivatives

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

Profit before taxation

Taxation

Profit after taxation

Earnings per share - basic and diluted

Note

24
25

26

27
28

29
30
31

32

33

34

Annual Report

2023

2022

————— Rupees in ‘000 -----

92,087,212 72,047,205
69,678,174 57,191,203
22,409,038 14,856,002
4,133,281 3,213,415
1,751,922 130,094
5,757,857 2,162,423
11 (76,513)
113,846 (306,835)
447,655 177,448
12,204,572 5,300,032
34,613,610 20,156,034
23,041,555 16,748,968
170,313 42,625
79,275 134,413
23,291,143 16,926,006
11,322,467 3,230,028
2,807,293 1,098,788
8,515,174 2,131,240
4,180,256 1,166,462
4,334,918 964,778
----- Rupees -----
2.75 0.74

The annexed notes 1 to 48 and annexures | and Il form an integral part of these unconsolidated financial statements.
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Unconsolidated Statement of Comprehensive Income

For the year ended December 31, 2023

2023 2022 2023 2022
————— USD in ‘000 ----- ----- Rupees in ‘000 -----
15,380 3,425 Profit after taxation for the year 4,334,918 964,778

Other comprehensive income / (loss)

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

780 934  Effect of translation of net investment in foreign branch 219,841 263,175
Movement in surplus on revaluation of investments -
1,786 (3,964) net of tax (Pakistan operations) 503,467 (1,117,368)
Movement in surplus on revaluation of debt
1,238 (1,671) investments - net of tax (Bahrain operations) 348,900 (471,057)
3,024 (5,635) 852,367 (1,588,425)
3,804 (4,701) 1,072,208 (1,325,250)

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

Remeasurement loss on defined benefit
(255) (191) | obligations - net of tax (71,780) (563,839)
Movement in surplus on revaluation of
(162) (114) | fixed assets - net of tax (45,739) (32,007)
Movement in surplus on revaluation of non-
1,387 - | banking assets - net of tax 390,813 (98)
Movement in surplus on revaluation of equity
65 (110) | investments - net of tax (Bahrain operations) 18,429 (31,048)
1,035 (415) 291,723 (116,992)
20,219 (1,691) Total comprehensive income / (loss) 5,698,849 (477,464)

The annexed notes 1 to 48 and annexures | and Il form an integral part of these unconsolidated financial statements.
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Unconsolidated Statement of Changes in Equity

For the year ended December 31, 2023

Balance as at January 01, 2022

Total comprehensive loss for the year
ended December 31, 2022

Profit after taxation
Other comprehensive (loss) / income - net of tax

Transfer to statutory reserve

Transfer from surplus on revaluation
of assets - net of tax

Loss on disposal of equity investments at
FVOCI transferred to unappropriated profit

Balance as at December 31, 2022

Total comprehensive income for the year
ended December 31, 2023

Profit after taxation
Other comprehensive income / (loss) - net of tax

Transfer to statutory reserve

Transfer from surplus on revaluation
of assets - net of tax

Gain on disposal of equity investments at
FVOCI transferred to unappropriated profit

Transactions with owners, recorded
directly in equity

Issue of share capital (right shares)
Issue of share capital (further issue of shares)
Transfer of share discount to share premium

Balance as at December 31, 2023

Captial reserve Surplus / (deficit) on revaluation of
Share Exchange | | Statutory ) Non- Unappro-
capital Share translation | | reserve ||Investments Fixed Banking | [priated profit Total
premium Assets
reserve Assets
Rupees in ‘000
10,119,242 194,012 2,137,058 1,146,128 1,201,316 119,714 7,106,613 22,024,083
- - - - 964,778 964,778
263,175 (1,619,473 (32,007) (98) (63,839) [ | (1,442,242
263,175 (1,619,473 (32,007) (98) 910,939 (477,464)
192,956 (192,956)
(21,580) (12,533) 34,113
13,654 (13,554)
10,119,242 - 457,187 2,330,014 (459,791) 1,147,729 107,083 7,845,155 21,546,619
- - - - - - - 4,334,918 4,334,918
- - 219,841 - 870,796 (45,739) | | 390,813 (71,780) 1,363,931
- - 219,841 - 870,796 (45,739) 390,813 4,263,138 5,698,849
- 866,984 - - - (866,984) -
- - - - - (41,667) (16) 41,683 -
- - - (9,340) - - 9,340 -
2,205,689 - - - - - - 2,205,689
5,326,293 5,544,618 - - - - - - 10,870,911
2,855,401  (2,855,401) - - - - - - -
20,506,625 2,689,217 677,028 3,196,998 401,665 1,060,323 497,880 11,292,332 40,322,068
The annexed notes 1 to 48 and annexures | and Il form an integral part of these unconsolidated financial statements.
Chief Financial Officer Director Director Chairman
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Unconsolidated Cash Flow Statement

For the year ended December 31, 2023

2023 2022
----- USD in ‘000 -----
30,211 7,563
6,216 462
23,995 7,101
4,036 3141
118 76
3,998 3,748
992 594
1,068 1,262
397 331
9,960 3,898
604 151
(1,180) -
(154) 59
175 (614)
19,664 12,646
43,659 19,747
40,272 73,043
(52) 3.817
87,572 78,503
(29,072) (43,927)
98,720 111,436
943 (5,304)
(247,794) 96,977
78,588 12,158
1,300) 18.626
(169,563) 121,957
(27,184) 253,140
(10,486) (4,972)
(37,670) 248,168
@2,747) 51,346
167,784 || (323,897
(23,482) :
6,216 914
(7,746) (5,186)
(4,688) (3,065)
595 462
780 934
96,718 (278,492
(5,506) 4,693)
7,825 -
12,417 -
(7,086) (6)
7,650 4,699)
66,698 35,029)
89,667 124,693
156,365 89,670

Note
CASH FLOW FROM OPERATING ACTIVITIES

Profit before taxation
Less: Dividend income

Adjustments:

Depreciation on fixed assets 29
Depreciation on non-banking assets 29
Depreciation on right-of-use assets 29
Amortisation 29
Interest expense on lease liability against

right-of-use assets 25
Charge for defined benefit plan
Unrealised loss on revaluation of investments

classified as held-for-trading - net 27
Provisions and write offs - net 32
Provision for workers' welfare fund 30
Gain on reclassification of AFS equity shares 28
(Gain) / loss on sale of fixed assets - net 28
Gain on termination of leases - net 28

Decrease / (increase) in operating assets
Lendings to financial institutions
Held-for-trading securities
Advances
Other assets (excluding advance taxation)

(Decrease) / increase in operating liabilities
Bills payable
Borrowings
Deposits and other accounts
Other liabilities

Income tax paid
Net cash flows (used in) / generated from operating activities
CASH FLOW FROM INVESTING ACTIVITIES

Net investment in available-for-sale securities

Net investment in held-to-maturity securities

Investment in subsidiary

Dividends received

Investment in fixed assets

Investment in intangible assets

Proceeds from sale of fixed assets

Effect of translation of net investment in foreign branch

Net cash flows generated from / (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Payment of lease liability against right of use assets
Issuance of share capital (Right shares)

Issuance of subordinated debt

Repayment of subordinated debt

Net cash flows generated from / (used in) financing activities
Increase / (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year 35

2023

2022

————— Rupees in ‘000 -----

The annexed notes 1 to 48 and annexures | and Il form an integral part of these unconsolidated financial statements.
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8,515,174 2,131,240
1,751,922 130,094
6,763,252 2,001,146
1,137,617 885,201
33,222 21,488
1,126,808 1,056,517
279,575 167,361
300,981 355,571
111,970 93,228
49 107
2,807,293 1,098,788
170,313 42,625
(332,658) -
(43,461) 16,622
(49,351) (172,937)
5,542,358 3,564,571
12,305,610 5,565,717
11,351,162 20,587,882
(14,543) 1,075,866
24,683,232 22,126,946
(8,194,357) (12,381,424)
27,825,494 31,409,270
265,776 (1,635,047)
(69,843,454) 27,333,906
22,150,858 3,426,906
(366,312) | 5,249,813
(47,793,132) 34,374,684
(7,662,028) 71,349,671
(2,955,647) (1,401,528)
(10,617,675) 69,048,143
(12,047,023) 14,472,435
47,291,663 || (91,293,894)
(6,618,634) -
1,751,922 257,720
(2,183,431) (1,461,594)
(1,321,382) (864,030)
167,611 130,241
219,841 263,175
27,260,567  (78,495,947)
(1,551,908) (1,322,720)
2,205,689 -
3,500,000 -
(1,997,233) (1,800)
2,156,548 (1,324,520)
18,799,440 (9,872,324)
25,273,672 35,145,996
44073112 25.073.672
Chairman

Chief Financial Officer Director Director
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Notes to the Unconsolidated Financial Statements

For the year ended December 31, 2023

1.1

1.2

1.3

1.4

STATUS AND NATURE OF BUSINESS

JS Bank Limited (the Bank) is a banking company incorporated in Pakistan as a public limited company on March
15, 2006. The Bank is a subsidiary company of Jahangir Siddiqui & Co. Ltd. (JSCL) and its shares are listed on
Pakistan Stock Exchange Limited (PSX). The Bank commenced its banking operations on December 30, 2006 and
its registered office is situated at Shaheen Commercial Complex, Dr. Ziauddin Ahmed Road, Karachi.

The Bank is a scheduled bank, engaged in commercial banking and related services as described in the Banking
Companies Ordinance, 1962 and is operating through 291 (2022: 281) branches / sub-branches in Pakistan and
one wholesale banking branch in Bahrain (2022: one). The Pakistan Credit Rating Agency Limited (PACRA) has
assigned the long-term entity rating of the Bank to AA- (Double A Minus) whereas short-term rating is maintained
at ‘A1+’ (A One Plus), which is the highest possible short-term rating. The ratings denote a very low expectation
of credit risk and indicate very strong capacity for timely payment of financial commitments.

Jahangir Siddiqui Investment Bank Limited (JSIBL), formerly Citicorp Investment Bank Limited, was acquired
by Jahangir Siddiqui & Co. Ltd. (JSCL) on February 01, 1999. JSIBL's holding company JSCL, entered into
a Framework Agreement with American Express Bank Limited, New York (AMEX) on November 10, 2005 for
acquisition of its American Express Bank Limited - Pakistan Branches, (AEBL). Consequently, a new banking
company, JS Bank Limited was incorporated on March 15, 2006 and a Banking License was issued by the State
Bank of Pakistan (SBP) on May 23, 2006.

A Transfer Agreement was executed on June 24, 2006 between JSIBL and JSBL for transfer of the entire
business and undertakings of JSIBL to JSBL and a separate Transfer Agreement was also executed on June
24, 2006, between AMEX and JSBL for the transfer of AEBL's commercial banking business in Pakistan with
all assets and liabilities (other than certain excluded assets and liabilities) (AEBL business). The shareholders of
JSIBL and JSBL, in their respective extra-ordinary general meetings held on July 31, 2006, approved a Scheme
of Amalgamation (the Scheme) under Section 48 of the Banking Companies Ordinance, 1962. The Scheme
was initially approved by the Securities and Exchange Commission of Pakistan (SECP) vide its letter No. SC/
NBFC(J)-R/JSIBL/2006/517 dated September 28, 2006. Subsequently, the Scheme was sanctioned by the
SBP vide its order dated December 02, 2006 and, in accordance therewith, the effective date of amalgamation
was fixed at December 30, 2006.

The Bank is the holding company of Banklslami Pakistan Limited (BIPL), JS Global Capital Limited (JSGCL) and
JS Investments Limited (JSIL).

The shareholders of the Bank in their meeting held on March 30, 2022 approved to acquire, as per the
requirements of section 199 of the Companies Act, 2017, 86,316,954 ordinary shares of Banklslami Pakistan
Limited (BIPL), constituting 7.79% of the paid-up capital of BIPL, from Emirates NBD Bank PJSC at a price of
upto Rs. 13.24 per share making the aggregate consideration upto Rs. 1,142 million.

During the year, pursuant to the approvals of the shareholders of the Bank at their General Meetings held on
March 29, 2023 and May 19, 2023 and after obtaining all the requisite corporate and regulatory approvals and
compliance with all the applicable laws and regulations, the Bank had acquired:

- 42.45%,i.e.,0n August 18, 2023, 470,603,772 ordinary voting shares and control of Banklslami Pakistan
Limited (BIPL), from sponsors and other shareholders of BIPL (including but not limited to, Jahangir
Siddiqui & Co. Ltd., the holding company of the Bank) through agreements against the issuance of
532,629,349 new shares of the Bank by way of other than rights and other than cash consideration,
i.e., 1.1318 ordinary shares of the Bank issued as consideration for every 1 ordinary share of BIPL.
Accordingly on August 18, 2023, BIPL became a subsidiary of the Bank with 50.24% shareholding.

- 24.88%, i.e., on August 25, 20283, 275,891,276 ordinary shares of BIPL by way of public offer (published
in newspapers on June 28, 2023) made to all public shareholders as required under the Takeover
Regulations in cash at the rate of Rs. 23.99 per share. To partly finance the public offer, the Bank, with
the approval of the Board of Directors, had issued 220,568,925 ordinary shares by way of 17% Right
Shares, i.e., 17 right shares for every 100 shares held, at par value of Rs. 10/- each.

Post-acquisition, the shareholding of the Bank in BIPL had increased to 75.12%.
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Notes to the Unconsolidated Financial Statements

For the year ended December 31, 2023

2. BASIS OF PRESENTATION

These unconsolidated financial statements have been prepared in conformity with the format of financial
statements prescribed by the State Bank of Pakistan (SBP) vide BSD Circular No. 02, dated January 25, 2018.

These unconsolidated financial statements are separate financial statements of the Bank in which the investments
in subsidiaries and associates are stated at cost and are accounted for on the basis of direct equity interest rather
than on the basis of reported results. The consolidated financial statements of the Bank are being issued separately.

These unconsolidated financial statements have been presented in Pakistan Rupees (PKR), which is the currency
of the primary economic environment in which the Bank operates and functional currency of the Bank. The

amounts are rounded to nearest thousand except as stated otherwise.

The US Dollar amounts shown on the statement of financial position, profit and loss account, statement of
comprehensive income and cash flow statement are stated as additional information solely for the convenience
of readers and have not been subject to audit by the external auditors. For the purpose of conversion to US
Dollars, the rate of Rs. 281.8607 to 1 US Dollar has been used for 2023 and 2022 as it was the prevalent rate

as on December 31, 2023.

2.1 Statement of compliance

These unconsolidated financial statements have been prepared in accordance with the accounting and reporting

standards as applicable in Pakistan. These comprise of:

- International Financial Reporting Standards (IFRSs) issued by the International Accounting Standards

Board (IASB) as notified under the Companies Act, 2017;
- Provisions of and directives issued under the Banking Companies Ordinance, 1962;
- Provisions of and directives issued under 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, the requirements of the Banking

Companies Ordinance, 1962, the Companies Act, 2017 and the said directives shall prevail.

The SBP has deferred the applicability of International Accounting Standard (IAS) 39, ‘Financial Instruments:
Recognition and Measurement’ and International Accounting Standard (IAS) 40, ‘Investment Property’ for
banking companies vide BSD Circular Letter No. 10 dated August 26, 2002 till further instructions. Further, the
SECP has deferred the applicability of International Financial Reporting Standard (IFRS) 7, ‘Financial Instruments:
Disclosures’ on banks vide its notification S.R.O 411(])/2008 dated April 28, 2008. Accordingly, the requirements
of these standards have not been considered in the preparation of these unconsolidated financial statements.
However, investments have been classified and valued in accordance with the requirements prescribed by the

SBP through various circulars.

International Financial Reporting Standard (IFRS) 10, ‘Consolidated Financial Statements’ was made applicable
from period beginning on or after January 01, 2015 vide S.R.O 633(1)/2014 dated July 10, 2014 by SECP.
However, SECP has directed through S.R.O 56(1)/2016 dated January 28, 2016, that the requirement of
consolidation under section 228 of the Companies Act, 2017 and IFRS 10 is not applicable in case of investment
by companies in mutual funds established under trust structure. Accordingly, the requirements of these standards

have not been considered in the preparation of these unconsolidated financial statements.

Further, as per SBP’s BPRD Circular no. 07 dated April 13, 2023, IFRS 9 ‘Financial Instruments’ is applicable for
all Banks effective from January 01, 2024. However, an option of early adoption of the standard had been made

permissable.
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Notes to the Unconsolidated Financial Statements

For the year ended December 31, 2023

2.2

2.3

2.4

Standards, interpretations of and amendments to approved accounting standards that are effective in
the current period

The Bank has adopted Disclosure of Accounting Policies (Amendments to IAS 1 and IFRS Practice Statement
2) from January 01, 20283. These amendments neither resulted in any changes to the accounting policies nor
impacted the accounting policies’ information disclosed in the financial statements.

The amendments require the disclosure of ‘material’, rather than ‘significant’, accounting policies. The
amendments also provide guidance on the application of materiality to disclosure of accounting policies,
assisting entities to provide useful, entity-specific accounting policy information that users need to understand
other information in the financial statements.

The information disclosed in Note 4 ‘Material Accounting Policies’ has been assessed to be in line with the
amendments.

There are certain other amendments to existing accounting and reporting standards that have become applicable
to the Bank for accounting periods beginning on or after January 01, 2023. These are either considered to not be
relevant or do not have any significant impact and accordingly have not been detailed in these unconsolidated
financial statements.

Standards, interpretations of and amendments to approved accounting standards that are not yet
effective

The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 2017 and
the amendments and interpretations thereto will be effective for accounting periods beginning on or after January
01, 2024

Effective date (annual periods
beginning on or after)

Classification of Liabilities as Current or Non-current and application of January 01. 2024
materiality to disclosure of accounting policies - Amendments to IAS 1 v oL
Disclosure of Accounting Policies - Amendments to IAS 1 and IFRS Practice

January 01, 2024
Statement 2

Lease liability in a sale and leaseback - Amendments to IFRS 16 January 01, 2024

Deferred Tax related to Assets and Liabilities arising from a Single Transaction - January 01. 2024
Amendments to IAS 12 oL
Sale or Contribution of Assets between an Investor and its Associate or Joint Not vet finalised
Venture - Amendments to IFRS 10 and IAS 28 y

Amendments to IAS 21- Lack of Exchangeability January 01, 2025

Critical accounting estimates and key sources of estimation uncertainty

The preparation of these unconsolidated financial statements in conformity with accounting and reporting
standards as applicable in Pakistan requires management to make judgments, estimates and assumptions that
affect the reported amounts of assets and liabilities and income and expenses. It also requires management
to exercise judgment in the application of its accounting policies. The estimates and 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.
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Notes to the Unconsolidated Financial Statements

For the year ended December 31, 2023

4.1

4.2

168

Significant accounting estimates and areas where judgments were made by management in the application of
accounting policies are as follows:

classification and valuation of investments (notes 4.3 and 9).

provision against advances (notes 4.6 and 10.4).

income taxes (notes 4.14 and 33).

defined benefit plans (notes 4.16 and 37).

fair value of derivatives (note 4.4.2 and 23).

valuation and depreciation of fixed assets (notes 4.7 and 11).

impairment of goodwill (notes 4.20 and 12.3)

valuation of right-of-use assets and related lease liability (notes 4.8, 11.3 and 19.1).
valuation of non-banking assets acquired in satisfaction of claims (note 4.10 and 13.1).

BASIS OF MEASUREMENT

These unconsolidated financial statements have been prepared under the historical cost convention except for:

Certain classes of fixed assets and non-banking assets acquired in satisfaction of claims which are stated
at revalued amounts less accumulated depreciation.

Investments classified as held-for-trading and available-for-sale and derivative financial instruments, which
are measured at fair value.

Net obligations in respect of defined benefit schemes which are carried at their present values.

MATERIAL ACCOUNTING POLICY INFORMATION

The material 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.

Cash and cash equivalents

Cash and cash equivalents represent cash and balances with treasury banks and balances with other banks net
of any overdrawn nostro accounts.

Lendings to / borrowings from financial institutions

The Bank enters into transactions of lendings to / borrowings from financial institutions at contracted rates for a
specified period of time. These are recorded as under:

(@)

(b)

Sale under repurchase obligation

Securities sold subject to a repurchase agreement (repo) are retained in the financial statements as
investments and liability to counter party is included in borrowings. The difference in sale and repurchase
value is accrued over the period of the contract and recorded as an expense using effective interest rate
method.

Purchase under resale obligation

Securities purchased under agreement to resell (reverse repo) are not included in statement of financial
position as the Bank does not obtain control over the securities. Amount paid under these agreements
is included in lendings to financial institutions or advances as appropriate. The difference between the
contracted price and resale price is amortised over the period of the contract and recorded as income
using effective interest method.
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Notes to the Unconsolidated Financial Statements

For the year ended December 31, 2023

(c) Other borrowings

Other borrowings include borrowings from the SBP and unsecured call borrowings which are recorded at
the proceeds received. Mark-up paid on such borrowings is charged to the profit and loss account over
the period of borrowings on time proportionate basis using effective interest method.

4.3 Investments
Investments of the Bank are classified into following categories:

Held-for-trading

These are securities which are either acquired for generating profit from short-term fluctuations in market prices,
interest rate movements, dealer’s margin or are securities included in a portfolio in which a pattern of short-term
profit taking exists. These securities are carried at fair value with any related gain or loss being recognised in profit
and loss account.

Available-for-sale

These are investments that do not fall under the held-for-trading or held-to-maturity categories. These are initially
recognised at cost, being the fair value of the consideration given including the acquisition cost. These securities
are carried at fair value with any related surplus or deficit on revaluation recognised in other comprehensive
income.

Held-to-maturity

These are securities with fixed or determinable payments and fixed maturities that are held with the intention and
ability to hold till maturity. Investments classified as held-to-maturity are carried at amortised cost.

Associates

Associate is an entity over which the Bank has significant influence but not control. Investment in associate is
carried at cost less accumulated impairment losses, if any.

Subsidiaries

Subsidiary is an entity over which the Bank has control. Investment in subsidiary is carried at cost less accumulated
impairment losses, if any.

4.3.1 Initial measurement

All ‘regular way’ purchases and sales of financial assets are recognised on the trade date, i.e. the date on which
commitment to purchase / sale is made by the Bank. Regular way purchases or sales of financial assets are
those, the contract for which requires delivery of assets within the time frame generally established by regulation
or convention in the market place.

Investments are initially recognised at fair value which, in the case of investments other than held-for-trading,
includes transaction costs associated with the investments. Transaction costs on investments held-for-trading
are expensed as incurred.

Premium or discount on acquisition of investments is capitalised and amortised through the profit and loss
account using effective yield over the remaining period of the investment.
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4.3.2 Subsequent measurement

Held-for-trading

These are securities measured at subsequent reporting dates at fair value. Gains and losses on re-measurement

are included in the profit and loss account.

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 statement of financial
position as part of the equity and is taken to the profit and loss account when realised upon disposal or when

the investment is 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 profit and loss account. A subsequent
increase in the carrying value, up to the cost of the investment, is credited to the profit and loss account.

Investments in other unquoted securities are valued at cost less impairment, if any.

Held-to-maturity

These are securities measured at amortised cost using the effective interest rate method, less any impairment

loss recognised to reflect irrecoverable amounts.

4.3.3 Impairment / diminution in the value of securities

Impairment loss in respect of quoted equity securities classified as available-for-sale 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. Objective evidence that
the cost may not be recovered, in addition to qualitative impairment criteria, includes a significant or prolonged

decline in the fair value below average cost. A decline to be considered as:

- Significant if the fair value is below the weighted average cost by more than 30 percent.
- Prolonged if the fair value is below the weighted average cost for a period of more than one year.

Available-for-sale

[f an available-for-sale equity security is impaired, the cumulative loss that had been recognised in equity, shall
be reclassified from equity to profit and loss as a reclassification adjustment even though the financial asset
has not been derecognised, any further decline in the fair value at subsequent reporting dates is recognised
as impairment. Therefore, at each reporting period, for an equity security that was determined to be impaired,
additional impairments is recognised for the difference between the fair value and the original cost basis, less

any previously recognised impairment.

If, in subsequent period, the value of an available-for-sale equity security increases resulting in revaluation
surplus, any impairment losses recognised in profit and loss account shall not be reversed except in case of

derecognition.

Held-to-maturity, subsidiaries and associates

Impairment losses are incurred if, and only if, there is objective evidence of impairment after initial recognition
of the investment. The impairment loss is recognised in the profit and loss account. If, in a subsequent
period, any indication that an impairment loss recognised in prior periods no longer exists or may have
decreased, the impairment loss shall be reversed, with the amount of the reversal recognised in profit and loss

account.
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Debt Securities

Participation Term Certificates (PTCs), Term Finance Certificates (TFCs), Sukuk certificates and other debt
securities will be classified on the valuation date on the basis of default in their repayment in line with the criteria
prescribed for classification of short, medium and long-term facilities in accordance with the requirements of the
Prudential Regulations issued by the SBP.

4.4 Financial instruments

4.41 Financial assets and financial liabilities

Financial assets and financial liabilities are recognised at the time when the Bank becomes party to the
contractual provision of the instrument. Financial assets are derecognised when the contractual right to future
cash flows from the asset expires or is transferred along with the risk and reward of the asset. Financial liabilities
are derecognised when obligation specified in the contract is discharged, cancelled or expired. Any gain or loss
on derecognition of the financial asset and liability is recognised in the profit and loss account at the time of
derecognition. The particular recognition and subsequent measurement method for significant financial assets
and financial liabilities are disclosed in the individual policy statements associated with them.

4.4.2 Derivative financial instruments

Derivative financial instruments are initially recognised at fair value on the date on which the derivative contract
is entered into and are subsequently re-measured at fair value using valuation techniques. All derivative financial
instruments are carried as assets when fair value is positive and liabilities when fair value is negative. Any change
in the fair value of derivative financial instruments is taken to the profit and loss account.

4.5 Off-setting of financial assets and financial liabilities

Financial assets and financial liabilities are set off and the net amount is reported in the financial statements when
there is a legally enforceable right to set off and the Bank intends to either settle the assets and liabilities on a net
basis or to realise the assets and to settle the liabilities simultaneously. Income and expenses arising from such
assets and liabilities are accordingly offset.

4.6 Advances

4.6.1 Loan and advances

Advances are stated net of general and specific provisions. General and specific provisions against funded
loans are determined in accordance with the requirements of the Prudential Regulations issued by the SBP
and charged to the profit and loss account. Advances are written off when there are no realistic prospects of
recovery.

4.6.2 Finance lease

Leases, where the Bank transfers substantially all the risks and rewards incidental to ownership of an asset to
the lessee are classified as finance leases. A receivable is recognised at an amount equal to the present value of
the lease payment including any guaranteed residual value, if any. Net investment in finance lease is included in
loans and advances to customers.
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4.7 Fixed assets

4.71 Property and equipment

Fixed assets except office premises are shown at historical cost less accumulated depreciation and accumulated
impairment losses, if any. Historical cost includes expenditures that are directly attributable to the acquisition
of the items. Leasehold land and buildings on leasehold land are stated at revalued amount less accumulated

depreciation and impairment loss, if any.

Depreciation is calculated and charged to profit and loss account using the straight-line method so as to write
down the cost of the assets to their residual values over their estimated useful lives at the rates given in note 11.2.
A full month’s depreciation is charged from the month in which assets are brought into use and no depreciation is
charged for the month in which the disposal is made. The residual values, useful lives and depreciation methods

are reviewed and changes, if any, are treated as change in accounting estimates, annually.

Subsequent costs are included in the asset’s carrying amount 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. The carrying amount of the replaced part is derecognised. All other repairs
and maintenance are charged to the profit and loss account during the period in which they are incurred.

An item of property and equipment is derecognised upon disposal or when no future economic benefits are
expected from its use or disposal. Any gain or loss arising on de-recognition of the asset is recognised in the

profit and loss account in the year the asset is derecognised.

4.7.2 Surplus / deficit on revaluation of fixed assets

The surplus arising on revaluation is credited to other comprehensive income. However, the increase shall be
recognised in profit and loss to the extent that it reverses a revaluation decrease of the same asset previously

recognised in profit and loss account.

The deficit arising on a particular property as a result of a revaluation is recognised in profit and loss account as
an impairment. However, the decrease to be recognised in other comprehensive income to the extent of any

credit balance existing in the revaluation surplus in respect of that asset.

Depreciation on buildings which are revalued is determined with reference to the value assigned to such assets
on revaluation and depreciation charge for the year is taken to the profit and loss account; and an amount equal
to incremental depreciation for the year net of deferred taxation is transferred from “Surplus on Revaluation of
Fixed Assets Account” to unappropriated profit through Statement of Changes in Equity to record realisation of

surplus to the extent of the incremental depreciation charge for the year.

Gains or losses on disposal of assets are included in the profit and loss account except for the related surplus

on revaluation of fixed assets (net of deferred tax) which is transferred directly to equity.

4.7.3 Capital work-in-progress

Capital work-in-progress is stated at cost less impairment losses, if any. These are transferred to specified assets

as and when assets are available for use.

4.8 Lease liability and right-of-use asset

The Bank enters into leasing arrangements for its office premises, branches, ATMs and warehouses. Rental
contracts are typically for a fixed period 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.
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4.9

4.10

In determining the lease term, management considers all facts and circumstances that create an economic
incentive to exercise an extension option or not 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
be terminated).

The lease liability is initially measured at the present value of the lease payments to be made over the lease term,
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 the lessee exercising 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.

The lease liability is remeasured when the Bank reassesses the reasonable certainty of exercise of extension or
termination option upon occurrence of either a significant event or a significant change in circumstance, 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 payment. The corresponding adjustment is
made to the carrying amount of the right-to-use asset, or is recorded in profit and loss if the carrying amount of
right-to-use asset has been reduced to zero.

On initial recognition, right-of-use assets are measured at an amount equal to initial lease liability adjusted for any
lease payments made at or before the commencement date, plus any initial direct costs incurred and an estimate
of costs to be incurred to dismantle and remove the underlying asset or to restore the underlying asset or the site
on which it is located.

The right-of-use asset is subsequently measured at cost model. The right of use asset 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 asset is reduced by impairment losses, if any, and adjusted for certain
remeasurements of the lease liability.

Intangible assets

Intangible assets are stated at cost less accumulated amortisation and impairment, if any. Intangible assets are
amortised from the month when the assets are available for use, using the straight line method, whereby the
cost of the intangible asset is amortised over its estimated useful life over which economic benefits are expected
to flow to the Bank. The useful life and amortisation method are reviewed and adjusted, if appropriate, annually.

Intangible assets having an indefinite useful life are carried at cost less any impairment in value and are not
amortised. However, these are reviewed for impairment annually or more frequently if events or changes in
circumstances indicate that the carrying value may be impaired.

Non-banking assets acquired in satisfaction of claims

Non-banking assets acquired in satisfaction of claims under Debt Property Swap (DPS) transactions, against the
loans in category of loss, are initially carried at cost and subsequently at revalued amounts at each year-end date
of the statement of financial position, being the fair value at the date of revaluation less subsequent accumulated
depreciation and subsequent accumulated impairment losses, if any. The valuation of properties acquired is
conducted regularly, so as to ensure that their net carrying value does not materially differ from their fair value.

All direct cost including legal fees, valuation and transfer costs of acquiring title to property shall be expensed
when incurred through profit and loss account.
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Subsequent costs are included in the asset’s carrying amounts only when it is probable that future benefits
associated with the item will flow to the Bank and the cost of the item can be measured reliably. All other
subsequent costs including repair and maintenance are charged to the profit and loss account as and when

incurred.

Depreciation on assets acquired in satisfaction of claims is charged to the profit and loss account in line with the

depreciation charged on fixed assets.

Any reductions in non-performing loans and corresponding reductions in provisions held against non-performing
loans, as a result of the recognition of such assets, are disclosed separately in the notes to these unconsolidated

financial statements.

These assets are generally intended for sale. Gains and losses realised on the sale of such assets are disclosed
separately from gains and losses realised on the sale of fixed assets in the notes to these unconsolidated
financial statements. If such asset is subsequently used by the Bank for its own operations, the asset, along with

any related surplus, is transferred to fixed assets.

4.10.1  Surplus / deficit on revaluation of non-banking assets

Revaluation of non-banking assets acquired in satisfaction of claims under DPS transactions is carried out under
criteria given in regulations for DPS issued by the State Bank of Pakistan (SBP) vide BPRD Circular No. 01 dated
January 01, 2016 i.e. valuation of property shall be done on individual property basis and not on portfolio basis,
whereas accounting treatment of revaluation is accounted for in accordance with applicable financial reporting

standards i.e. International Accounting Standard (IAS) 16 as referred in note 4.7.2.

Furthermore, revaluation surplus on such assets shall not be admissible for calculating Bank’s Capital Adequacy
Ratio and exposure limits under the Prudential Regulations. However, the surplus can be adjusted upon realisation

of sale proceeds.

4.11 Impairment other than investments and deferred tax

At each balance sheet date, the Bank reviews the carrying amounts of its assets (other than investment and
deferred tax asset) to determine whether there is an indication that those assets have suffered an impairment loss.
[f any such indication exists, the recoverable amount of the assets is estimated in order to determine the extent
of the impairment loss, if any. Recoverable amount is the higher of net selling price (being fair value less cost to
sell) and value-in-use. If the recoverable amount of an asset is estimated to be less than its carrying amount,
the carrying amount of the assets is reduced to its recoverable amount. Impairment losses are recognised as an

expense in profit and loss account immediately.

Where impairment loss subsequently reverses, the carrying amount of the asset is increased to the revised
recoverable amount but limited to the extent of the amount which would have been determined had there been

no impairment. Reversal of impairment loss is recognised as income in the profit and loss account.

412 Borrowings / deposits and their cost

Borrowings / deposits are initially recorded at the amount of proceeds received. Costs of borrowings / deposits
are recognised separately as part of other liabilities and is charged to the profit and loss account over the period

on an accrual basis.

413 Subordinated debts

Subordinated debts are initially recorded at the amount of proceeds received. Mark-up accrued on subordinated
debts is recognised separately as part of other liabilities and is charged to the profit and loss account over the

period on an accrual basis.

174



Annual Report

Notes to the Unconsolidated Financial Statements

For the year ended December 31, 2023

414 Taxation

Current

The charge for current taxation is based on taxable income at the current rate of taxation after taking into
account applicable tax credit, rebates and exemptions available, if any, or minimum tax on turnover, whichever is
higher. The charge for current tax also includes adjustments, where considered necessary, relating to prior years
arising from assessments made during the year.

Deferred

Deferred tax is recognised using the balance sheet approach on all temporary differences arising between tax
bases of assets and liabilities and their carrying amounts appearing in these unconsolidated financial statements.
Deferred tax liability is recognised on taxable temporary differences. Deferred tax asset is recognised for all
deductible temporary differences and carry forward of unused tax losses, if any, only to the extent that it is
probable that future taxable profits will be available against which the asset can be utilised. Deferred tax assets
are reduced to the extent that it is no longer probable that the related tax benefits will be realised.

Deferred tax is calculated at the rates that are expected to apply to the period wherein the differences are
expected to reverse, based on tax rates that have been enacted or substantively enacted by the balance sheet
date. Deferred tax is charged or credited to the profit and loss account.

Deferred tax, if any, on revaluation of investments is recognised as an adjustment to surplus / deficit arising on
revaluation in accordance with the requirements of International Accounting Standard (IAS) 12, ‘Income Taxes’.

415 Provisions

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 balance sheet date and are adjusted to reflect the current
best estimate.

Provision against identified non-funded losses is recognised when intimated and reasonable certainty exists for
the Bank to settle the obligation. The loss is charged to profit and loss account net of expected recovery.

416 Staff retirement benefits

4.16.1 Defined contribution plan

The Bank has established a provident fund scheme for all permanent employees effective from January 01,
2007. Equal monthly contributions are made, both by the Bank and the employees, to the fund at the rate of 7.1
percent with effect from July 01, 2015 due to change in salary structure. Contribution by the Bank is charged to
profit and loss account.

4.16.2 Defined benefit plan

The Bank operates an approved funded gratuity scheme covering all its eligible employees who have completed
minimum qualifying period. An actuarial valuation of defined benefit scheme is conducted at the end of every
year or on occurrence of any significant change. The most recent valuation in this regard was carried out as
at December 31, 20283, using the projected unit credit actuarial valuation method. Under this method cost of
providing for gratuity is charged to profit and loss account so as to spread the cost over the service lives of
the employees in accordance with the actuarial valuation. Past-service costs are recognised immediately in
profit and loss account and actuarial gains and losses are recognised immediately in other comprehensive
income.
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4.17

4.18

4.19

41941

4.19.2
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Revenue recognition

Revenue is recognised to the extent that economic benefits will flow to the Bank and the revenue can be reliably
measured. These are recognised as follows:

Mark-up income / interest on performing advances and returns on debt securities are recognised on a
time proportion basis using the effective interest method except returns on debt securities in held-to-
maturity portfolio which is recognised on a straight line basis.

Mark-up income / interest / profit on non-performing advances and debt securities is recognised on a
receipt basis, in accordance with the requirements of the Prudential Regulations issued by the State Bank
of Pakistan.

- Where debt securities are purchased at premium or discount, such premium / discount is amortised
through the profit and loss account over the remaining period of maturity.

Financing method is used in accounting for income from lease financing. Under this method, the unearned
lease income (excess of the sum of total lease rentals and estimated residual value over the cost of leased
assets) is deferred and taken to income over the term of the lease period so as to produce a constant
periodic rate of return on the outstanding net investment in lease. Gains / losses on termination of lease
contracts, documentation charges, front-end fees and other lease income are recognised as income
when these are realised.

- Fee, brokerage and commission income is recognised on an accrual basis.

- Dividend income is recognised when the Bank’s right to receive dividend is established.

- Gain/ loss on sale of investments is credited / charged to profit and loss account.

Dividend and appropriation to reserves

Dividend and appropriation to reserves, except for statutory reserves, are recognised in the unconsolidated
financial statements in the periods in which these are approved. The revaluation surplus related to fixed assets
and non-banking assets is not available for distribution of dividend.

Foreign currencies

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.

Transactions and balances

Transactions in foreign currencies are translated into Pakistani rupees at the exchange rates prevailing on the
transaction date. Foreign exchange gains and losses resulting from the settlement of such transactions and from
the translation at year-end exchange rates of monetary assets and liabilities denominated in foreign currencies
are recognised in the profit and loss account.

Forward contracts relating to foreign currency deposits are valued at forward rates applicable to the respective
maturities of the relevant foreign exchange contract. The forward cover received / paid on forward purchase /
sale contracts relating to foreign currency deposits are realised / charged directly to profit and loss account.
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4.19.3 Foreign operations

Assets and liabilities of foreign operations are translated into rupees at the exchange rate prevailing at the
reporting date. The results of foreign operations are translated at average rate of exchange for the year.

4.19.4 Translation gains and losses

Translation gains and losses arising on revaluations of net investment in foreign operations are taken to Exchange
Translation Reserve in the statement of comprehensive income. These are recognised in the profit and loss
account on disposal.

419.5 Commitments

Commitments for outstanding forward foreign exchange contracts disclosed in these unconsolidated financial
statements are translated at contracted rates. Contingent liabilities / commitments for letters of credit and letters
of guarantee denominated in foreign currencies are expressed in rupee terms at the rates of exchange ruling on
the balance sheet date.

4.20 Goodwill

Goodwill acquired in a business combination is initially measured at cost, being the excess of the cost of
the business combination over the Bank’s interest in the net fair value of the identifiable assets, liabilities and
contingent liabilities acquired. Following initial recognition, goodwill is measured at cost less any accumulated
impairment losses. Goodwill is reviewed for impairment, annually or more frequently if events or changes in
circumstances indicate that the carrying value may be impaired.

For the purpose of impairment testing, goodwill acquired in a business combination is, from the acquisition date,
allocated to each of the Bank’s cash-generating units, or groups of cash-generating units, that are expected to
benefit from the synergies of the combination, irrespective of whether other assets or liabilities of the acquirer are
assigned to those units or groups of units.

4.21 Earnings per share

The Bank presents basic and diluted earnings per share (EPS). Basis EPS is calculated by dividing the profit or
loss attributable to equity holders of the Bank by the weighted average number of ordinary shares outstanding
during the year.

4.22 Segment reporting

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

Segment information is presented as per the Bank’s functional structure and the guidance given under
International Financial Reporting Standard (IFRS) 8. For management purposes, the Bank has been organised
into six operating segments based on products and services, as follows:

4.22.1 Business segments
Retail Banking

Retail banking includes branch banking, small and medium enterprises, direct sales, private banking, product
management, branch distribution network and tele sales.
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Corporate / Commercial Banking

This includes corporate banking, commercial banking and institutional sales related loans, deposits and other
transactions.

Treasury

This segment is responsible for asset/ liability management and includes all treasury related products such as fixed
income money market, FX and derivatives.

Investment, International & Institutional Banking

This segment includes international branch, financial institutions business, home remittances, cash management,
employee banking, venture capital and green banking.

Zindigi
It is a digital platform catering branchless banking customers.

Others

This includes the head office related activities and other functions which cannot be classified in any of the above
segments.

4.22.2  Geographical segment
The Bank operates in two geographic regions being:

- Pakistan
- Bahrain

5. Application of IFRS 9, 'Financial Instruments'

As directed by SBP via BPRD Circular No. 07 dated April 13, 2023, IFRS 9, ‘Financial Instruments’ is effective
for periods beginning on or after January 01, 2024, for all banks.

SBP via its BPRD Circular No. 03 dated July 05, 2022 has provided detailed instructions on implementation of
IFRS 9 (the Application Instructions) for ensuring smooth and consistent implementation of the standard across
banks.

IFRS 9 replaces the existing guidance in IAS 39, ‘Financial Instruments: Recognition and Measurement’. The
standard includes revised guidance on the classification and measurement of financial instruments, a new
expected credit loss model for calculating impairment on financial assets, and new general hedge accounting
requirements. It also carries forward the guidance on recognition and derecognition of financial instruments from
IAS 39

The Bank will adopt IFRS 9 in its entirety effective January 01, 2024 with modified retrospective approach for
restatement. During the year 2023, the management of the Bank continued to perform parallel run assessments
for IFRS 9, taking into account the SBP’s IFRS 9 application instructions. The assessments were based on
available information that existed at respective parallel run reporting cut offs and were subject to changes that
could arise from further reasonable and supportable information being made available to the Bank at the time
of finalizing the impact for initial application of IFRS 9. Banks expect an increase in the loss allowance resulting
in a negative impact on equity. In addition, Banks will implement changes in classification of certain financial
instruments. These changes and impacts for the Bank are discussed below.
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5.1 Classification and measurement

Under the new standard, classification and measurement of financial assets depends on how these are managed
(the entity’s business model) and their contractual cash flow characteristics. Financial assets that do not meet
the Solely Payment of Principal and Interest (SPPI) criteria are required to be measured at fair value through profit
or loss regardless of the business model in which they are held. The Bank’s business model in which financial
assets are held will determine whether the financial assets are to be measured at amortised cost, fair value
through other comprehensive income (FVOCI) or fair value through profit or loss (FVTPL). The Bank has analysed
the impact of initial application of IFRS 9 on its financial assets as follows:

Equity Securities
Equity instruments are generally measured as FVTPL unless the Bank elects for FVOCI at initial recognition.

For equity shares held as available-for-sale (AFS) with surplus / deficit recorded in OCI, the Bank may elect these
equity shares as FVOCI, However, in accordance with IFRS 9 requirements, fair value gain or losses recognised
in OCI will not be recycled to profit and loss account on derecognition of these securities.

For those equity shares currently held as AFS with gains and losses recorded in OCI for which FVOCI election
is not made, will be measured at FVTPL, with marked to market impacts recorded in profit and loss account for
future periods. The surplus / deficit related to these securities currently presented in equity, will be reclassified to
retained earnings, with no impact on overall equity with respect to such classification.

Debt securities

Debt securities that are currently classified as AFS and pass the SPPI test, are expected to be measured at
FVOCI under IFRS 9 as the Bank’s business model is to hold the assets to collect contractual cash flows
and sell those investment. Debt securities currently classified as HTM and pass the SPPI test are expected
to be measured at amortised cost under IFRS 9 as the Bank’s business model is to hold the assets to collect
contractual cash flows.

Certain debt instruments that do not meet the SPPI criteria shall be measured at FVTPL regardless of the
business model in which they are held.

For certain debt securities which are currently classified as AFS and in case the Bank decides to designate
the same under the Held to Collect Business Model with the intention to collect the future cash flows on initial
recognition as permitted under the standard, the mark to market gain / (loss) pertaining to these securities will
be reversed from the surplus / deficit and adjusted against the book value of securities at initial recognition. This
will have an impact on the overall retained earnings which will be consolidated in the opening retained earnings
adjustment under IAS 8 (modified retrospective application criteria) in addition to the ECL impact.

5.2 Impairment

The impairment requirements apply to financial assets measured at amortised cost and FVOCI (other than
equity instruments), lease receivables, and certain loan commitments and financial guarantee contracts. At initial
recognition, an impairment allowance (or provision in the case of commitments and guarantees) is required for
expected credit losses (ECL) resulting from default events that are possible within the next 12 months (12-month
ECL). In the event of a significant increase in credit risk, a provision is required for ECL resulting from all possible
default events over the expected life of the financial instrument (lifetime ECL).

Financial assets where 12-month ECL is recognised are in ‘stage 1’; financial assets that are considered to have
experienced a significant increase in credit risk are in ‘stage 2’; and financial assets for which there is objective
evidence of impairment, so are considered to be in default or otherwise credit impaired, are in ‘stage 3.
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The assessment of credit risk and the estimation of ECL should be unbiased and probability-weighted and would
incorporate all available information which is relevant to the assessment including information about past events,
current conditions, and reasonable and supportable forecasts of economic conditions at the reporting date. In

addition, the estimation of ECL would take into account the time value of money.

Based on the requirements of IFRS 9 and SBP’s IFRS 9 application instructions, the Bank has performed
an ECL assessment considering the key elements such as assessment of Significant Increase in Credit Risk
(SICR), Probability of Default (PD), Loss Given Default (LGD) and Exposure at Default (EAD). These elements are

described below:

- PD: The probability that a counterparty will default, calibrated over the 12 months from the reporting date
(stage 1) or over the lifetime of the product (stage 2) and incorporating forward looking information.

- LGD: It is an estimate of magnitude of loss sustained on any facility upon default by a customer. It is
expressed as a percentage of the exposure outstanding on the date of classification of an obligor. It is
the difference between contractual cash flows due and those that the Bank expects to receive, including

any form of collateral.

- EAD: the expected balance sheet exposure at the time of default, incorporating expectations on

drawdowns, amortisation, pre-payments and forward-looking information where relevant.

For the purpose of calculation of ECL, the Bank has used 5 years data till December 31, 2023 and going forward,

one more year’s data shall be included until the Bank has at least 10 years data.

5.3 Significant Increase in Credit Risk (SICR)

A SICR is assessed in the context of an increase in the risk of a default occurring over the life of the financial
instrument when compared to that expected at the time of initial recognition. It is not assessed in the context
of an increase in the ECL. The Bank uses a number of qualitative and quantitative measures in assessing SICR.
Quantitative measures relate to deterioration of Obligor Risk Ratings (ORR) or where principal and / or interest
payments are 60 days or more past due. Qualitative factors include unavailability of financial information and

pending litigations.

Under the SBP’s instructions, credit exposure (in local currency) guaranteed by the Government and Government
Securities are exempted from the application of ECL Framework. Moreover, until implementation of IFRS 9 has
stabilized, stage 1 and stage 2 provisions would be made as per IFRS 9 ECL criteria and stage 3 provisions
would be made considering higher of IFRS 9 ECL or provision computed under existing PRs’ requirements on a

segment basis.

As required by the Application Instructions, financial assets may be reclassified out of stage 3 if they meet the
requirements of Prudential Regulations (PR) issued by SBP. Financial assets in stage 2 may be reclassified to
stage 1 if the conditions that led to a SICR no longer apply. However, a minimum period of 6 months from initial
downgrade is required before any facility is moved back to stage 1 from stage 2. For a facility to move back
from stage 3 to stage 2, it should meet the criteria defined under the respective Prudential Regulations for de-
classification of account / facility. An exposure cannot be upgraded from stage 3 to stage 1 directly and should

be upgraded to stage 2 initially.

5.4 Presentation and disclosure

IFRS 9 also introduces expanded disclosure requirements and changes in presentation. These are expected
to change the nature and extent of Bank’s disclosure about its financial instruments particularly in the year of

adoption of the standard.

The SBP vide BPRD Circular No. 03 dated February 09, 2023 has issued revised formats for annual as well as
interim financial statements of Banks for the accounting periods starting from January 01, 2024, which include

the presentation and disclosures of adoption of IFRS 9 as applicable in Pakistan.

180



Annual Report

Notes to the Unconsolidated Financial Statements

For the year ended December 31, 2023

5.5

5.6

Additional requirements and exceptions introduced by SBP Instructions

SBP has enforced the application of IFRS 9 in its entirety except for some exceptions and additional requirements.
A high-level comparison of such exceptions that are relevant to the Bank is as follows:

@i

(ii)

(iii)

(iv)

v)

Use of Fair Value Option for financial assets

IFRS 9 allows entities to irrevocably designate, at initial recognition, a financial asset as measured at
FVTPL if doing so eliminates or significantly reduces any ‘accounting mismatch’ that would otherwise
arise from measuring assets or liabilities or recognising gains and losses on them on different bases. SBP
instructions state that banks may apply the fair value option if, in addition to the IFRS 9 criterion, (a) it is
consistent with a documented risk management strategy, and (b) fair values are reliable at inception and
throughout life of the instrument. Nonetheless, banks should avoid this option for financial instruments
that are categorised as Level 3 in terms of the IFRS 13 hierarchy.

Unquoted equity securities

SBP has advised banks to measure investment in unquoted equity securities at lower of cost or breakup
value till December 31, 2023.

In case where the breakup value of such securities is less than the cost, the difference of the cost and the
breakup value will be classified as loss and provided for by charging it to the profit and loss account.

Rebuttable presumptions about default and SICR

IFRS 9 includes a rebuttable presumption that a default does not occur later than 90 days past due and
it also presumes that there is SICR if credit exposure is more than 30 days past due. In order to bring
consistency, SBP has allowed the backstop to the rebuttable presumption of days past due of credit
portfolio against a specific credit facility and its stage allocation under IFRS 9 as mentioned in Annexure-C
of BPRD Circular No. 03 dated July 05, 2022. However, banks are free to choose more stringent days
past due criteria.

Income recognition on impaired assets

The Banks are advised to recognise income on impaired assets (loans classified under PRs i.e., OAEM
and stage 3 loans) on a receipt basis in accordance with the requirements of Prudential Regulations
issued by SBP.

Impact of Provisions on Regulatory Capital

The banks are allowed to include provisions for stage 1 and stage 2 in Tier 2 capital up to a limit of 1.25%
of total credit risk-weighted assets. In order to mitigate the impact of ECL provisioning on capital, a
transitional arrangement is allowed to the banks to absorb the impact on regulatory capital. Accordingly,
banks, which choose to apply transitional arrangement, may implement this arrangement in accordance
with SBP’s Guideline for absorption of ECL for CAR purposes as mentioned in Annexure-C of BPRD
Circular No. 03 dated July 05, 2022.

Impact of adoption of IFRS 9

The Bank will adopt IFRS 9 in its entirety effective January 01, 2024 with modified retrospective approach for
restatement. The actual impact of adopting IFRS 9 on the Bank’s financial statements in the year 2023 may not
be accurately estimated because it will be dependent on the financial instruments that the Bank would hold
during next year and economic conditions at that time as well as accounting elections and judgements that it
will make in future. Nevertheless, the Bank has performed a preliminary assessment of the potential impact of
adoption of IFRS 9 based on its statement of financial position as at December 31, 2023.
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The total estimated adjustment (net of tax) of the adoption of IFRS 9 on the opening balance of the Bank’s equity

at January 01, 2024 is given below:

- a decrease of approximately Rs. 706.540 million in the Bank’s equity related to additional provision

requirements as per IFRS 9; and

- anincrease of approximately Rs. 360.335 million in the Bank’s equity related to deferred tax impacts.

5.7 Impact on regulatory capital

The introduction of IFRS 9 will result in reduction in regulatory capital of the banks, which is likely to reduce
their lending capacity and ability to support their clients. In order to mitigate the impact of expected credit loss
(ECL) models on capital, SBP has determined that it may be appropriate for the banks to introduce a transitional
arrangement for the impact on regulatory capital from the application of ECL accounting. Annexure B of the

‘Application Instructions’ issued by SBP has detailed the transitional arrangement.

The transitional arrangement must apply only to provisions for stage 1 and 2 financial assets. The transitional
arrangement must adjust CET1 capital. Where there is a reduction in CET1 capital due to new provisions, net of
tax effect, upon adoption of an ECL accounting model, the decline in CET1 capital (the transitional adjustment
amount) must be partially included (i.e., added back) to CET1 capital over the ‘transition period’ of five years.

The impact of adoption of IFRS 9 on the capital ratios of the Bank are as follows:

As per As per

adopted IFRS 9 current Standards
Common Equity Tier 1 Capital Adequacy ratio 8.37% 8.43%
Tier 1 Capital Adequacy Ratio 9.60% 9.65%
Total Capital Adequacy Ratio 12.46% 12.53%

The Bank will continue to refine its expected credit loss model and embed its operational processes which may
change the actual impact on adoption, although parallel runs have been carried out till the reporting date, the

new systems and associated controls in place have not been operational for a more extended period.

5.8 Governance, ownership and responsibilities

The Bank has adopted a governance framework requiring the Risk, Finance, Operations, Internal Audit and IT
functions to effectively work together to ensure input from all business lines. IFRS 9 requires robust credit risk models

that can predict Probability of Default (PD), Loss Given Default (LGD) and Exposure at Default (EAD).

2023 2022
6. CASH AND BALANCES WITH TREASURY BANKS Note ~  --—--- Rupees in ‘000 -----
In hand:
Local currency 8,606,571 7,824,288
Foreign currencies 2,159,380 488,360
10,765,951 8,312,648
With State Bank of Pakistan in:
Local currency current account 6.1 20,387,010 15,207,132
Foreign currency current account 6.2 2,071,676 815,151
Foreign currency deposit account 6.3 4,614,459 364,657
27,073,145 16,386,940
With National Bank of Pakistan
in local currency current accounts 3,038,343 58,322
National Prize Bonds 17,592 7,057
40,895,031 24,764,967
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6.1

6.2

6.3

71

7.2

8.1

8.2

This represents local currency current accounts maintained under the Cash Reserve Requirement of the SBP.

This represents cash reserve account maintained with SBP at an amount equivalent to at least 5% per annum
(2022: 5% per annum) of the Bank’s foreign currency deposits mobilised under FE-25 scheme.

This represent a foreign currency deposit account maintained under the Special Cash Reserve Requirement
(SCRR) of the SBP Profit rates on these deposits are fixed by SBP on a monthly basis. It also includes a foreign
currency settlement account maintained with the SBP which carries mark-up at a rate of 4.34% per annum
(2022: 3.14% per annum).

2023 2022
BALANCES WITH OTHER BANKS Note ~  --—--- Rupees in ‘000 -----
In Pakistan
In current accounts 5,636 255,029
In deposit accounts 73 73
5,709 255,102
Outside Pakistan
In current accounts 71 3,721,855 1,545,369
3,727,564 1,800,471
Less: Provision under IFRS 9 7.2 (74) (35)
Balances with other banks - net of provision 3,727,490 1,800,436

This includes amount held in Automated Investment Plans. The Bank is entitled to earn interest from the foreign
correspondent banks at agreed upon rates when the balance exceeds a specified amount which comes upto
4.83% per annum (2022: 3.83% per annum).

This represents provision held under IFRS 9 by Bahrain branch of the Bank.

2023 2022
LENDINGS TO FINANCIAL INSTITUTIONS Note ~  --—--- Rupees in ‘000 -----
Repurchase agreement lendings (Reverse Repo) 8.2 - 11,351,162
Particulars of lendings - gross
In local currency - 11,351,162
In foreign currencies - -
- 11,351,162

Repurchase agreement lendings carry mark-up rate Nil (2022: 16.00% to 16.75%) per annum.
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8.3

9.1

Securities held as collateral against repurchase agreement lendings (reverse repo)

Market Treasury Bills
Pakistan Investment Bonds

INVESTMENTS Note

Investments by type
Held-for-trading securities

Federal Government Securities
Market Treasury Bills

Available-for-sale securities

Federal Government Securities
Market Treasury Bills
Pakistan Investment Bonds - Fixed
Pakistan Investment Bonds - Floater
Government of Pakistan Eurobonds
Shares
Listed Companies
Ordinary shares
Preference shares
Unlisted Company
Ordinary shares
Non Government Debt Securities
Listed
Term Finance Certificates
Sukuk Certificates
Unlisted
Term Finance Certificates
Sukuk Certificates
Preference shares
Foreign Securities
Government Debt Securities
Non Government Debt Securities
Ordinary shares
Open End Mutual Funds

9.4.4
9.4.4
9.4.2

Held-to-maturity securities
Federal Government Securities
Market Treasury Bills
Pakistan Investment Bonds - Fixed
Pakistan Investment Bonds - Floater
9.5.1
Associates

Subsidiaries

Total Investments
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2023 2022
Held b Further Held b Further
eld by . eld by .
bank given as Total bank given as Total
collateral collateral
Rupees in ‘000
- - - 11,053,559 - 11,063,559
- - - 307,459 - 307,459
- - - 11,361,018 - 11,361,018
2023 2022
Cost/ . . Cost/ - .
Amortised Prt_)V|_3|or_1 for Surp_lu_s/ Carrying Amortised Prqwlswor? for Surp}uls/ Carrying
diminution (deficit) value diminution (deficit) value
cost cost
Rupees in '000
47,974 - (49) 47,925 33,638 - (107) 33,431
427,432 - 25 427,457 | | 40,317,081 - (395,161) | | 39,921,920
28,540,271 - || (1,124,212) | | 27,416,059 || 34,811,083 -1 (1,399,722) | | 33,411,361
110,030,211 - 1,001,079 [ [111,031,290 | | 69,406,348 - (31,328) | | 69,375,020
1,853,745 (124,556) (224,752) 1,504,437 || 1,470,530 (49,083) (743,736) 677,711
2,176,754 - 1,268,044 || 3,444,798 [| 3,190,873 - 1,941,804 || 5,132,677
136,589 (136,589) - - 136,589 (136,589) - -
11,000 - - 11,000 11,000 - - 11,000
393,446 (143,446) (15,412) 234,588 393,446 (143,446) - 250,000
200,000 - (10,470) 189,530 244,083 - 91 244174
231,928 (131,928) - 100,000 140,133 (140,133) - -
1,117,486 - - 1,117,486 || 1,212,440 - - 1,212,440
27,733 (27,733) - - 27,733 (27,733) - -
18,554,551 (189,192) (95,171) || 18,270,188 410,164 (129,576) (146,817) 133,771
371,295 (52) 2,710 373,953 679,632 (394) (65,374) 673,864
92,031 - (14,258) 71,773 335,143 - (28,705) 306,438
- - - - 500,000 - 2,298 502,298
164,164,472 (753,496) 787,583 164,198,559 153,286,278 (626,954) (806,650) 151,852,674
29,887,607 - - || 29,887,607 ||105,615,196 - -|[105,615,196
10,461,059 - - || 10,461,059 || 10,136,487 - - || 10,136,487
61,797,508 - - || 61,797,508 || 33,686,154 - - | .33,686,154
102,146,174 - - 102,146,174 149,437,837 - - 149,437,837
242,067 (43,145) - 198,922 242,067 (20,267) - 221,800
20,887,275 - - 20,887,275 1,919,121 - - 1,919,121
287,487,962 (796,641) 787,534 287,478,855 304,918,841 (647,221) (806,757) 303,464,863
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Investments include certain approved / government securities which are held by the Bank to comply with the Statutory Liquidity Requirement determined on the basis of the Bank’s demand
and time liabilities as set out under section 29 of the Banking Companies Ordinance, 1962.

Investments by segment

Federal Government Securities
Market Treasury Bills
Pakistan Investment Bonds - Fixed
Pakistan Investment Bonds - Floaters
Government of Pakistan Eurobonds

Shares
Listed Companies
Unlisted Company

Mutual Funds

Non Government Debt Securities
Listed Companies
Unlisted Companies

Foreign Securities
Government Debt Securities
Non Government Debt Securities
Ordinary shares

Associates

Omar Jibran Engineering Industries Limited

Veda Transit Solutions (Private) Limited

Intercity Touring Company (Private) Limited

Subsidiaries
JS Global Capital Limited
JS Investments Limited
Banklslami Pakistan Limited

Total Investments

Note

9.

0

9.7
938
9.9

2023 2022
COSt. ! Provision for ~ Surplus / Carrying CO?t ! Provisionfor ~ Surplus / Carrying
Amortised o . Amortised o .
diminution (deficit) value diminution (deficit) value
cost cost
Rupees in '000
30,363,013 - (24) || 30,362,989 | [ 145,965,815 (395,268) | | 145,570,547
39,001,330 - (1,124,212) | | 37,877,118 | | 44,947,570 (1,399,722) | | 43,547,848
171,827,719 - 1,001,079 | | 172,828,798 | | 103,092,502 (31,328) [ | 103,061,174
1,853,745 (124,556) (224,752) 1,504,437 1,470,530 (49,083) (743,736) 677,711
243,045,807 (124,556) (347,909) 242,573,342 295,476,417 (49,083) (2,670,054) 292,857,280
2,313,343 (136,589) 1,268,044 3,444,798 3,327,462 (136,589) 1,941,804 5,132,677
11,000 - - 11,000 11,000 11,000
2,324,343 (136,589) 1,268,044 3,455,798 3,338,462 (136,589) 1,941,804 5,143,677
- - - - 500,000 2,298 502,298
593,446 (143,446) (25,882) 424,118 637,529 (143,446) 91 494174
1,377,147 (159,661) - 1,217,486 1,380,306 (167,866) 1,212,440
1,970,593 (303,107) (25,882) 1,641,604 2,017,835 (311,312 91 1,706,614
18,554,551 (189,192) (95,171) || 18,270,188 410,164 (129,576) (146,817) 133,771
371,295 (52) 2,710 373,953 679,632 (394) (5,374) 673,864
92,031 - (14,258) 71,773 335,143 (28,705) 306,438
19,017,877 (189,244) (106,719) 18,721,914 1,424,939 (129,970) (180,896) 1,114,073
180,000 - - 180,000 180,000 180,000
41,800 (22,878) - 18,922 41,800 41,800
20,267 (20,267) - - 20,267 (20,267)
242,067 (43,145) - 198,922 242,067 (20,267) 221,800
1,357,929 - - 1,357,929 1,357,929 1,357,929
561,192 - - 561,192 561,192 561,192
18,968,154 - 18,968,154
20,887,275 - 20,887,275 1,919,121 1,919,121
287,487,962 (796,641) 787,534 287,478,855 304,918,841 (647,221) (806,757) 303,464,863
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9.3

9.3.1

9.3.2

9.3.2.1

9.4

9.4.1
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2023 2022

Cost Market value Cost Market value

Investments given as collateral = - Rupees in ‘000 ------------=-------------
Available-for-sale securities

Federal Government Securities:
Pakistan Investment Bonds - Floater - - 62,800,000 62,198,080

- - 62,800,000 62,198,080

2023 2022
Provision for diminution in value of investments Note ----- Rupees in ‘000 -----
Opening balance 647,221 616,699
Exchange adjustments 44,314 28,126
Charge for the year 22,879 24,570
Reversals for the year (8,205) (104,869)
32 14,674 (80,299)
Impairment under IFRS 9 in Bahrain branch
Charge for the year 90,432 82,695
Closing Balance 796,641 647,221
Particulars of provision against debt securities
2023 2022
Non- Non-
Category of classification performing Provision performing Provision
Investments Investments
————————————————————— Rupees in ‘000 -------=------=------
Domestic
Loss 303,107 303,107 311,312 311,312

303,107 303,107 311,312 311,312

The Bank has recognised provision (expected credit loss) under IFRS 9 of Rs. 313.800 million (2022:
Rs. 179.053) held on foreign debt securities by Bahrain branch of the Bank.

Quality of Available-for-sale Securities
Details regarding quality of Available-for-sale securities are as follows:

Cost
2023 2022
Federal Government Securities - Government guaranteed @ - Rupees in ‘000 ------
Market Treasury Bills 427,432 40,317,081
Pakistan Investment Bonds - Fixed 28,540,271 34,811,083
Pakistan Investment Bonds - Floater 110,030,211 69,406,348
Government of Pakistan Eurobonds 1,853,745 1,470,530

140,851,659 146,005,042
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Cost
2023 2022
9.4.2 Shares e Rupees in '000 ------
Listed Companies
Packaging 25,053 25,053
QOil and gas 399,824 399,824
Financial - 1,145,951
Technology & Communication 575,475 692,637
Insurance 897,864 897,864
Fertilizer 249,007 -
Pharmaceutical 29,531 29,544

2,176,754 3,190,873

Foreign companies
Automobile and transportation equipment - 261,403
Financial 85,625 68,786

85,625 330,189

2023 2022
Cost Breakup Cost Breakup
value value
------------------- Rupees in '000 -------------------
Unlisted Companies
ISE Towers REIT Management Limited 11,000 24,906 11,000 21,534
Foreign securities
Society for Worldwide Interbank
Financial Telecommunication (SWIFT) 6,406 11,202 4,954 8,052
Cost
2023 2022
9.4.3 Non Government Debt Securites e Rupees in '000 ------
Listed
AAA - 44,083
AA- 450,000 450,000
Unrated 143,446 143,446
593,446 637,529
Unlisted
A+, A, A- 108,333 || 1,212,440
BB 1,109,153 -
Unrated 159,661 167,866

1,377,147 1,380,306

1,970,593 2,017,835

187



Annual Report

Notes to the Unconsolidated Financial Statements

For the year ended December 31, 2023

9.4.4 Foreign Securities
2023 2022
Cost Rating Cost Rating
————————————————————— Rupees in ‘000 -------==-====-=-----

Government debt securities

Republic of Sri Lanka 563,721 C 410,164 SD
US Treasury bills 17,990,830 AA+ - -
18,554,551 410,164

Non Government debt securities

Kuwait Projects - - 679,632 -
Qatar Islamic Bank 140,999 A- - -
Mamoura Diversified Global Holding 230,296 AA - -
371,295 679,632
9.5 Quality of Held-to-maturity Securities
Details regarding quality of Held-to-maturity securities are as follows:
Cost
2023 2022
9.5.1 Federal Government Securities - Government guaranteed ---- Rupees in ‘000 ----
Market Treasury Bills 29,887,607 105,615,196
Pakistan Investment Bonds - Fixed 10,461,059 10,136,487
Pakistan Investment Bonds - Floater 61,797,508 33,686,154

102,146,174 149,437,837

9.6 The market value of securities classified as held-to-maturity as at December 31, 2023 amounted to Rs.
100,310.906 million (2022: Rs. 147,022.393 million).

9.7 The Bank acquired effective controlling interest in JS Global Capital Limited (JSGCL) on December 21, 2011,
April 15, 2016, October 01, 2019 and June 02, 2021 of 51.05%, 16.11%,16.37% and 9.37% respectively. The
ownership interest has increased by 41.85%, without any change in the cost of investment, due to the fact that
JSGCL has bought back its 11,993,000 shares on April 15, 2016, 7,450,000 shares on October 02, 2019 and
27,477,297 share on June 02, 2021.

9.8 JSIL is principally owned by the Bank, holding 84.56% of its equity interest. The Bank acquired effective
controlling interest in JSIL on November 01, 2012, December 22, 2015 and August 31, 2019 of 52.24%,12.92%
and 19.40% respectively. The ownership interest has increased by 32.32% without any change in the cost of
investment, due to the fact that JSIL has bought back its 38,225,744 ordinary shares out of its 100 million
ordinary shares.

9.9 The Bank acquired effective controlling interest of 50.24% in Banklslami Pakistan Limited (BIPL) on August 18,
20283 and accordingly, BIPL has become a subsidiary of the Bank. The ownership interest further increased by
24.88% on August 25, 20283 by way of public offer. Post-acquisition, the shareholding of the Bank in BIPL has
increased to 75.12%. Refer note 1.4.

9.10 The investment in Intercity Touring Company classified as associate company is fully provided for as of reporting
date.
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9.11 Particulars of Assets and Liabilities of Subsidiaries and Associates
2023
Country of o - )
As at Incorporation Holding (%) Assets Liabilities Revenue Profit / (loss)
---------------------- Rupees in ‘000 --------------mmm----
Subsidiaries
JS Global Capital Limited Dec 31, 2023 Pakistan 92.90% 6,251,182 3,799,471 1,095,433 187,296
JS Investments Limited Dec 31, 2023 Pakistan 84.56% 2,122,220 456,799 641,945 310,024
Banklslami Pakistan Limited Dec 31, 2023 Pakistan 75.12% 654,865,896 618,399,978 43,494,329 11,045,099
Associates
Omar Jibran Engineering Industries Limited Jun 30, 2023 Pakistan 9.60% 5,372,772 2,430,640 2,345,882 (145,624)
Veda Transit Solutions Private Limited Jun 30, 2022 Pakistan 3.92% 4,242,630 3,236,774 2,468,979 (80,262)
2022
As at | Country qf Holding (%) Assets Liabilities Revenue Profit / (loss)
ncorporation
---------------------- Rupees in ‘000 ---------------------
Subsidiaries
JS Global Capital Limited Dec 31, 2022 Pakistan 92.90% 5,357,006 3,096,505 754,049 76,121
JS Investments Limited Dec 31, 2022 Pakistan 84.56% 1,771,784 416,387 196,796 (149,051)
Associates
Omar Jibran Engineering Industries Limited Jun 30, 2022 Pakistan 9.60% 5,022,767 2,308,053 3,458,393 145,018
Veda Transit Solutions (Private) Limited Jun 30, 2022 Pakistan 3.92% 4,242,630 3,236,774 2,468,979 (80,262)
Performing Non-Performing Total
2023 2022 2023 2022 2023 2022
10. ADVANCES Note Rupess in ‘000
Loans, cash credits, running finances, etc. 10.1 186,577,182 212,191,088 16,184,450 16,311,887 202,761,632 228,502,975
Bills discounted and purchased 11,025,154 10,021,695 - 11,025,154 10,021,695
Advances - gross 197,602,336 222,212,783 16,184,450 16,311,887 213,786,786 238,524,670
Provision against advances
- Specific - (9,660,542) (7,210,740) (9,660,542) (7,210,740)
- General (377,450) (200,614) - (377,450) (200,614)
- Provision under IFRS 9 10.4.5 (21,894) (11,500) - (21,894) (11,500)
104 (399,344) (212,114 (9,660,542) (7,210,740)  (10,059,886) (7,422,854)
Advances - net of provision 197,202,992 222,000,669 6,523,908 9,101,147 203,726,900 231,101,816
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10.1 Particulars of net investment in finance lease
2023 2022
Not Later than _ Not Later than .
later than one and Over five Total later than one and ki Total
one year I_ess than years one year Igss than years
five years five years
Rupees in ‘000
Lease rentals receivable 2,199,360 1,935,201 17,321 4,151,882 3,045,170 2,774,814 39,047 5,859,031
Guaranteed residual value 576,844 993,678 17,305 1,587,827 1,001,802 1,401,925 18,504 2,422,231
Minimum lease payments 2,776,204 2,928,879 34,626 5,739,709 4,046,972 4,176,739 57,651 8,281,262
Finance charges for
future periods (491,904)  (487,044) (3,926)  (982,874)  (591,410) (652,753 (4,258) (1,148,421)
Present value of minimum
lease payments 2,284,300 2,441,835 30,700 4,756,835 3,455,562 3,623,986 53,293 7,132,841
2023 2022
----- Rupees in ‘000 -----
10.2 Particulars of advances (gross)
In local currency 202,199,868 229,336,508
In foreign currencies 11,586,918 9,188,162

213,786,786 238,524,670

10.3 Advances include Rs. 16,184.450 million (2022: Rs. 16,311.887 million) which have been placed under non-
performing status as detailed below:

2023 2022
Non- Non-
Performing Provision Performing Provision
Loans Loans
Category of Classificaton oo Rupees in ‘000 -----------=----------
Domestic
Other Assets Especially Mentioned * 363,753 2,154 413,839 252
Substandard 1,336,698 117,718 1,300,581 171,165
Doubtful 2,509,560 220,851 1,808,030 462,049
Loss 11,974,439 9,319,819 12,789,437 6,577,274
Total 16,184,450 9,660,542 16,311,887 7,210,740

* The Other Assets Especially Mentioned category pertains to agriculture, housing and small enterprises financing.
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10.4.4

10.4.5

Particulars of provision against advances
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2023 2022
- Provision . Provision
Specific General under IFRS 9 Total Specific General under IFRS 9 Total
Note Rupees in ‘000
Opening balance 7,210,740 200,614 11,500 7,422,854 6,569,829 87,787 25,193 6,682,809
Exchange adjustments - 2,856 2,856 5122 5122
Charge for the year 3,128,536 176,836 7,538 || 3,312,910 || 1,731,847 112,827 - || 1,844,674
Reversals for the year 10.4.2 (624,082) - - (624,082) (870,683) - (18,815) (889,498)
32 2,504,454 176,836 7,538 2,688,828 861,164 112,827 (18,815) 955,176
Amounts written off 10.5 (54,652) - (54,652) (220,259 (220,258)
Closing balance 9,660,542 377,450 21,894 10,059,886 7,210,740 200,614 11,500 7,422,854
Particulars of provision against advances
2023 2022
- Provision " Provision
Specific General under IFRS 9 Total Specific General under IFRS 9 Total
Note Rupees in ‘000
In local currency 9,660,542 377,450 10,037,992 7,210,740 200,614 7,411,354
In foreign currency 10.4.5 - 21,894 21,894 11,500 11,500
9,660,542 377,450 21,894 10,059,886 7,210,740 200,614 11,500 7,422,854

This includes reversal of provision of Nil (2022: Rs. 104.477 million) against reduction in non-performing loans of
Rs. 2,977.400 million (2022: Rs. 542.248 million) of certain borrowers under ‘Debt Property Swap’ transactions.

The State Bank of Pakistan through various circulars has allowed benefit of the forced sale value (FSV) of Plant
and Machinery under charge, pledged stock and mortgaged residential, commercial and industrial properties
(land and building only) held as collateral against non-performing loans (NPLs) for a maximum of five years from
the date of classification. As at December 31, 2023, the Bank has availed cumulative FSV benefit under the
directives of the State Bank of Pakistan (SBP) of Rs. 3,914.240 million (2022: Rs. 6,820.087 million).

The additional profit arising from availing the FSV benefit - net of tax amounts to Rs. 1,996.262 million (2022:
Rs. 3,478.244 million). The additional impact on profitability arising from availing the benefit of FSV shall not be
available for payment of cash or stock dividend to shareholders or bonus to employees under the requirement of
Regulation R-8 of Corporate / Commercial Banking of SBP.

The SBP has allowed specific relaxation to the Bank for non-classification of overdue loans of a certain Public
Sector Entity (PSE) which is fully guaranteed by the Government of Pakistan. No provision is required against
these loans as per SBP letter; however, mark-up overdue by 90 days and above is being suspended.

This represents provision held under IFRS 9 by Bahrain branch of the Bank.
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10.4.6  Advances - Deferred & Restructured / Rescheduled

The SBP vide BPRD Circular No. 13 dated March 26, 2020, has relaxed certain classification criteria of SBP
Prudential Regulation R-8 (Classification and Provisioning of Assets). Accordingly, certain exposures of the Bank
as at December 31, 2023 relating to facilities of customers have not been classified as non-performing on
account of such relaxation.

2023 2022

10.5 Particulars of write offs: Rupees in ‘000 -----
10.5.1  Against provisions 54,652 220,253
Directly charged to profit and loss account - -
54,652 220,253
10.5.2  Write offs of Rs.500,000 and above 6,947 4,167
Write offs of below Rs.500,000 47,705 216,086
54,652 220,253

10.6 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 rupees five hundred thousand and above allowed to a person(s)
during the year ended is given in Annexure-| to these unconsolidated financial statements. However, these write-
offs do not affect the Bank'’s right to recover debts from these customers.

2023 2022
Note ---- Rupees in ‘000 ----
11. FIXED ASSETS
Capital work-in-progress 111 450,659 845,168
Property and equipment 11.2 8,176,443 6,872,431
Right-of-use assets 11.3 2,139,578 2,286,719
10,766,680 10,004,318
111 Capital work-in-progress
Civil works 277,785 159,515
Advance to suppliers 10,726 290
Equipment 162,148 685,363

450,659 845,168
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11.2

11.2.1

Property and equipment

Note
At January 01, 2023
Cost / Revalued amount
Accumulated depreciation
Net book value

Year ended December 2023

Opening net book value

Additions

Movement in surplus on assets
revalued during the year

Disposals

Depreciation charge

Exchange rate adjustments

Other adjustments / transfers

Closing net book value

11.241

At December 31, 2023
Cost / Revalued amount
Accumulated depreciation
Net book value

Rate of depreciation (%)

At January 01, 2022
Cost / Revalued amount
Accumulated depreciation
Net book value

Year ended December 2022

Opening net book value

Additions

Movement in surplus on assets
revalued during the year

Disposals

Depreciation charge

Exchange rate adjustments

Other adjustments / transfers

Closing net book value

At December 31, 2022
Cost / Revalued amount
Accumulated depreciation
Net book value

Rate of depreciation (%)

2023
Building on Electrical,
Leasehold 9 Leasehold Furniture office and )
leasehold . ) Vehicles Total
land land improvements  and fixture computer
equipment
Rupees in ‘000
1,728,122 2,444,578 2,178,004 775,833 4,453,823 148,221 11,728,581
- (424,325) (905,864) (448,814) (3,011,499) (65,648) (4,856,150)
1,728,122 2,020,253 1,272,140 327,019 1,442,324 82,573 6,872,431
1,728,122 2,020,253 1,272,140 327,019 1,442,324 82,573 6,872,431
- 617,158 265,172 140,337 1,377,406 160,990 2,561,063
- (61,165) (11,384) (5,740) (27,595) (18,266) (124,150)
- (104,089) (200,559) (78,270) (736,085) (18,614) (1,137,617)
- - 3,352 625 507 677 5,161
- 66 (235) 7 (329) (18) (445)
1,728,122 2,472,223 1,328,486 384,042 2,056,228 207,342 8,176,443
1,728,122 2,993,162 2,366,850 866,662 5,534,922 288,087 13,777,805
(520,939) (1,038,364) (482,620) (3,478,694) (80,745) (5,601,362)
1,728,122 2,472,223 1,328,486 384,042 2,056,228 207,342 8,176,443
- 1-5 10 12.5 12.5-33.3 20
2022
Buiding on Electrical,
Leasehold 9 Leasehold  Furnitureand  office and )
leasehold . X Vehicles Total
land iand improvements fixture computer
equipment
Rupees in ‘000
1,728,122 2,304,849 1,439,432 647,911 3,956,471 124,858 10,201,643
- (336,563) (760,700) (407,102) (2,618,706) (57,497) (4,180,568)
1,728,122 1,968,286 678,732 240,809 1,337,765 67,361 6,021,075
1,728,122 1,968,286 678,732 240,309 1,337,765 67,361 6,021,075
- 213,947 771,722 159,405 691,057 43,318 1,879,449
(70,939) (21,826) (6,469) (32,269) (15,360) (146,863)
(90,601) (158,520) (67,410) (555,314) (13,356) (885,201)
- 3,542 767 634 609 5,652
- (440) (1,510) (83) 451 1 (1,581)
1,728,122 2,020,253 1,272,140 327,019 1,442,324 82,573 6,872,431
1,728,122 2,444,578 2,178,004 775,833 4,453,823 148,221 11,728,581
- (424,325) (905,864) (448,814) (3,011,499 (65,648) (4,856,150)
1,728,122 2,020,253 1,272,140 327,019 1,442,324 82,573 6,872,431
1-5 10 12.5 12.5-33.3 20

This includes transfer from capital work-in-progress during the year of Rs. 1,217.585 million (2022: Rs. 1,313.014 million).
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11.2.2

11.2.3

11.24

12.

194

The cost of fully depreciated property and equipment still in use

Leasehold improvements

Furniture and fixture

Electrical, office and computer equipment
Vehicles

2023 2022
---- Rupees in ‘000 ----
156,648 307,460
185,558 195,902
1,828,069 1,633,843
12,001 25,811
2,182,276 2,163,016

The details of disposals of assets to related parties are given in Annexure |l to these unconsolidated financial

statements.

The properties of the Bank were revalued by independent professional valuers as at December 31, 2021.
The revaluation was carried out by M/s. Luckyhiya Associates (Private) Limited on the basis of professional
assessment of present market values which resulted in increase in surplus by Rs. 347.037 million. The total
surplus against revaluation of fixed assets as at December 31, 2023 amounts to Rs. 1,393.824 million.

Had there been no revaluation, the carrying amount of the revalued assets at December 31, would have been as

follows:

Leasehold land
Building on leasehold land

The carrying amounts of right-of-use assets

Opening balance

Additions

Termination of leases
Depreciation

Exchange rate adjustments
Other adjustments

Closing balance

INTANGIBLE ASSETS
Capital work-in-progress - computer software

Computer software
Goodwill

Note

29

12.1
12.1&12.3

2023

2022

---- Rupees in ‘000 ----

1,014,912 1,014,912
1,791,610 1,257,938
2,806,522 2,072,850
2,286,719 2,845,079
1,147,815 833,564

(177,510) (303,538)
(1,126,808)  (1,056,517)
5,685 6,266
3,677 (38,135)
2,139,578 2,086,719
815,848 775,702
2,593,435 1,592,811
1,463,624 1,463,624
4,872,907 3,832,137
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Intangible Assets

At January 1, 2023

Cost

Accumulated amortisation
Net book value

Year ended December 2023
Opening net book value
Additions - directly purchased
Disposals

Amortisation charge
Exchange rate adjustments
Other adjustments / transfers
Closing net book value

At December 31, 2023
Cost

Accumulated amortisation
Net book value

Rate of amortisation (%)
Useful life (years)

At January 1, 2022

Cost

Accumulated amortisation
Net book value

Year ended December 2022
Opening net book value
Additions - directly purchased
Disposals

Amortisation charge
Exchange rate adjustments
Other adjustments / transfers
Closing net book value

At December 31, 2022
Cost

Accumulated amortisation
Net book value

Rate of amortisation (%)
Useful life (years)

2023
Computer Goodwill
software (note 12.3) Total
Note -------mmmmmmee- Rupees in ‘000 -----------------
2,454,222 1,463,624 3,917,846
(861,411) - (861,411)
1,592,811 1,463,624 3,056,435
1,592,811 1,463,624 3,056,435
12.2.1 1,281,236 - 1,281,236
(279,575) - (279,575)
867 - 867
(1,904) - (1,904)
2,593,435 1,463,624 4,057,059
3,738,014 1,463,624 5,201,638
(1,144,579) - (1,144,579)
2,593,435 1,463,624 4,057,059
10
10
2022
Computer .
Goodwill Total
software
————————— Rupees in ‘000 ---------
1,653,041 1,468,624 3,116,665
(692,641) - (692,641)
960,400 1,463,624 2,424,024
960,400 1,463,624 2,424,024
798,881 - 798,881
(167,361) - (167,361)
914 - 914
(23 - (23
1,592,811 1,463,624 3,056,435
2,454,222 1,463,624 3,917,846
(861,411) - (861,411)
1,592,811 1,463,624 3,056,435
10
10

This includes transfer from capital work-in-progress during the year of Rs. 1,142.444 million (2022: Rs. 798.881

million).
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12.3
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The cost of fully amortised intangible assets that are still in the Bank’s use amounted to Rs. 302.063 million
(2022: Rs. 193.650 million).

Goodwill is recorded by the Bank upon the event fully disclosed in note 1.2. For impairment testing, goodwill has
been allocated to Treasury' Segment as Cash Generating Unit (CGU), which is also a reportable segment.

Key assumptions used in value-in-use calculation

The recoverable amount of the CGU has been determined based on value-in-use calculation, using cash flow
projections based on business plan approved by the Board of Directors of the Bank covering a five year period.
The discount rates applied to cash flows beyond five years are extrapolated using a terminal growth rate. The
following rates are used by the Bank.

2023 2022

——————— Percentages-------
- Discount rate 18.04 1717
- Terminal growth rate 15.00 13.00

The calculation of value in use is most sensitive to following assumptions:
a) Interest margins
Interest margins are based on prevailing industry trends and anticipated market conditions.

b) Discount rate

Discount rate reflects management estimates of the rate of return required for each business and is calculated
after taking into account the prevailing risk free rate, industry risk and business risk. Discount rate is calculated
by using cost of equity of the Bank.

c) Key business assumptions

The assumptions are important as they represent management assessment of how the unit’s position might change
over the projected period. Based on the expansion plans, management expects aggressive growth in advances,
investments and deposits during the projected periods and thereafter stabilisation in line with industry trends.

Management believes that any significant change in key assumptions, on which CGU’s recoverable amount is
based, may impact the carrying amount to further exceed its recoverable amount. Value-in-use calculation of
the CGU are sensitive to changes in assumptions for interest rate spreads, Non Funded Income (NFI), long term
growth rates and discount rate.

d) Sensitivity to changes in assumption

The estimated recoverable amount of the ‘Treasury’ CGU exceeds its carrying amount by approximately Rs.
15,841 million (2022: Rs. 5,245 million). Management has identified two key assumptions for which there could
be a reasonably possible change that could cause the carrying amount to exceed the recoverable amount. The
following table shows the amount that these two assumptions are required to change individually in order for the
estimated recoverable amount to be equal to the carrying amount.

Changes required for carrying
amount to equal recoverable

amount
2023 2022
——————— Percentages-------
- Discount rate -0.72 1.28
- Terminal growth rate 0.87 -1.58
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2023 2022
Note ---- Rupees in ‘000 ----
13. OTHER ASSETS

Income / mark-up accrued in local currency 23,018,231 12,291,533
Income / mark-up accrued in foreign currencies 155,308 33,276
Advances, deposits, advance rent and other prepayments 1,239,908 847,457
Acceptances 2,622,716 6,586,244
Advance taxation (payments less provision) - 938,509
Defined benefit plan assets - net 37.5 - 119,623
Stationery and stamps in hand 21,290 17,729
Receivable in respect of home remittance 30,805 22,004
Due from State Bank of Pakistan 807,190 978,503
Non-banking assets acquired in satisfaction of claims 13.1 4,775,743 3,664,799
Mark to market gain on derivative instruments 23.2 - 14,874
Mark to market gain on forward foreign exchange contracts 1,642,158 1,108,517
Advance against investments in securities 1,178,306 1,178,306
Branchless banking fund settlement 202,425 326,775
Inter bank fund transfer settlement 1,079,395 1,164,134
Credit card settlement 498,755 7121477
Insurance claims receivable 27,302 27,437
Others 155,791 267,812
37,455,323 30,299,609
Less: Provision held against other assets 13.2 (11,241) (11,241)
Other assets - net of provisions 37,444,082 30,288,368

Surplus on revaluation of non-banking assets
acquired in satisfaction of claims 21.3 520,513 107,426

37,964,595 30,395,794

13.1 Non-banking assets acquired in satisfaction of claims

Market value of non-banking assets
acquired in satisfaction of claims 5,296,256 3,772,225

13.1.1 Movement in non-banking assets acquired in satisfaction of
claims at market value:

Opening balance 3,772,225 2,658,537
Additions 1,795,415 1,160,009
Disposal (34,123) (24,833)
Revaluation 413,119 -
Transfer to property and equipment (617,158) -
Depreciation 29 (33,222) (21,488)

5,296,256 3,772,225

13.1.2  During the year, the Bank has acquired properties of Rs. 1,795.415 million (2022: Rs. 1,160.009 million) against
debt property swap with borrowers resulting in reversal of provision of Nil (2022: Rs.104.477 million) against
reduction in non-performing loans of Rs. 2,997.401 million (2022: Rs. 542.248 million).
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Non-banking assets acquired in satisfaction of claims have been revalued by independent professional valuers
as at December 31, 20283. The revaluation was carried out by M/s Pakistan Inspection Co. (Private) Limited
on the basis of professional assessment of present market values. The revaluation resulted in an increse in
revaluation surplus by Rs. 413.119 million.

2023 2022
13.2 Provision held against other assets Note — ----- Rupees in ‘000 -----
Advances, deposits, advance rent & other prepayments 10,184 10,184
Others 1,057 1,057
11,241 11,241
13.2.1 Movement in provision held against other assets
Opening balance 11,241 11,241
Charge for the year - 13,870
Reversal for the year - (13,870)
Closing balance 11,241 11,241
14. BILLS PAYABLE
In Pakistan 5,269,279 5,083,176
QOutside Pakistan 399,442 319,769
5,668,721 5,402,945
15. BORROWINGS
Secured
Borrowings from State Bank of Pakistan under:
Export refinancing scheme 15.2 13,554,172 20,288,522
Long-term finance facility 15.3 2,014,764 2,337,963
Financing facility for storage of agricultural produce 133,729 133,097
Financing facility for renewable energy projects 154 1,157,963 1,078,480
Refinance for women entrepreneurs 15.5 165,296 82,127
Refinance scheme for payment of wages & salaries - 7,179
Refinance facility for modernization of Small and
Medium Enterprises (SMEs) 15.6 157,968 70,911
Refinance facility for combating COVID-19 15.7 152,375 230,090
Temporary economic refinance facility 15.8 4,714,801 4,832,742
Small enterprise financing and credit guarantee
scheme for special persons 1,978 3,039
Refinance facility for working capital of SMEs 193,750 385
Refinance facility for SME Asaan Finance (SAAF) scheme 1,438,299 1,607,471
Repurchase agreement borrowings 62,800,000

23,685,095 93,472,006
Borrowing from financial institutions:

Refinancing facility for mortgage loans 15.9 2,987,901 3,044,444
Total secured 26,672,996 96,516,450
Unsecured

Overdrawn nostro accounts 549,483 1,291,766

27,222,479 97,808,216
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2023 2022
————— Rupees in ‘000 -----
151 Particulars of borrowings
In local currency 26,672,996 96,516,450
In foreign currencies 549,483 1,291,766
27,222,479 97,808,216
15.2 The Bank has entered into agreement with the SBP for extending export finance to customers. These borrowings

are repayable on a quarterly basis and have maturities upto June 2024. These carry mark-up rates ranging from
1.00% to 18.00% (2022: 2.00% to 10.00%) per annum.

15.3 These borrowings have been obtained from the SBP for providing financing facilities to exporters for adoption
of new technologies and modernization of their plant and machinery. These borrowings have maturities upto
February 2033. These carry mark-up rates ranging from 2.00% to 11.00% (2022: 2.00% to 8.00%) per annum.

15.4 These borrowings have been obtained from the SBP for providing financing facilities to address challenges of
energy shortage and climate change through promotion of renewable energy. These carry mark-up at 2.00%
(2022: 2.00%) per annum and have maturities upto December 2031.

15.5 These borrowings have been obtained from the SBP under a scheme to provide refinance for women
entrepreneurs in the underserved areas of the country. These carry mark-up at 0.00% (2022: 0.00%) per annum
and have maturities upto November 2028.

15.6 These borrowings have been obtained from the SBP under a scheme to finance modernization of Small and
Medium Enterprises by providing financing facilities for setting up new units, purchase of new plant and machinery
for Balancing, Modernization and Replacement (BMR) of existing units and financing for import / local purchase
of new generators up to a maximum capacity of 500 KVA. These carry mark-up at rates of 0.00% (2022: 2.00%)
per annum and have maturities upto June 2026.

15.7 These borrowings have been obtained from the SBP under a scheme to provide the emergency refinance facility
to hospitals & medical centre to develop capacity for the treatment of COVID-19 patients. These carry mark-up
at 0.00% (2022: 0.00%) per annum and have maturities upto July 2026.

15.8 These borrowings have been obtained from the SBP under a scheme to provide concessionary refinance for
setting up of new industrial units in the backdrop of challenges being faced by industries post pandemic scenario.
These carry mark-up at 1.00% (2022: 1.00%) per annum and have maturities upto August 2032.

15.9 The Bank has entered into agreement with the Pakistan Mortgage Refinance Company Limited (PMRC) for extending
housing finance facilities to the Bank’s customers on the agreed terms and conditions. The borrowing carries mark-
up rates ranging from 6.50% to 11.67% (2022: 6.50% to 11.67%) and have maturities upto June 2031.
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16. DEPOSITS AND OTHER ACCOUNTS
2023 2022
In Local In Forei_gn Total In Local In Foreign Total
Currency Currencies Currency Currencies
Rupees in ‘000
Customers

Current deposits 128,237,399 11,215,356 139,452,755 118,168,325 9,299,899 127,468,224
Savings deposits 119,326,770 6,400,278 125,727,048 117,063,409 6,410,101 123,473,510
Term deposits 139,870,324 45,365,021 185,235,345 169,651,265 10,755,327 180,406,592
Margin deposits 19,264,764 566,321 19,831,085 13,179,090 289 13,179,379

406,699,257 63,546,976 470,246,233 418,062,089 26,465,616 444,527,705

Financial Institutions

Current deposits 978,840 283,096 1,261,936 1,373,845 710,695 2,084,540
Savings deposits 11,207,875 525 11,208,400 9,346,187 1,279 9,347,466
Term deposits 3,566,209 3,566,209 8,172,209 8,172,209

15,752,924 283,621 16,036,545 18,892,241 711,974 19,604,215
422,452,181 63,830,697 486,282,778 436,954,330 27 177,590 464,131,920

2023 2022
---- Rupees in ‘000 ----
16.1 Composition of deposits
- Individuals 168,944,733 145,880,014
- Government (Federal and Provincial) 70,471,689 100,466,489
- Public Sector Entities 33,631,088 20,994,167
- Banking Companies 2,033,009 1,781,231
- Non-Banking Financial Institutions 14,003,536 17,822,984

- Private Sector

197,198,723 177,187,035

486,282,778 464,131,920

16.2 Deposits include eligible deposits of Rs. 128,244.148 million (2022: Rs. 118,371.513 million) protected under
Depositors Protection Mechanism introduced by State Bank of Pakistan.

2023 2022
Note ---- Rupees in ‘000 ----
17. SUBORDINATED DEBTS
Term Finance Certificates - Fifth Issue 171 3,499,767 -
Term Finance Certificates - Fourth Issue 17.2 2,498,000 2,499,000
Term Finance Certificates - Third Issue 17.3 2,500,000 2,500,000
Term Finance Certificates - Second Issue 17.4 - 1,996,000
8,497,767 6,995,000
17.1 During the year, the Bank issued Rs. 3.5 billion of rated, privately placed and listed (in process), unsecured and

subordinated term finance certificates (TFCs or the Issue) as an instrument of redeemable capital under Section
66 of the Companies Act, 2017 and as outlined by State Bank of Pakistan, SBP, under the BPRD Circular No. 06
dated August 15, 2013 and Basel lll guidelines. Summary of terms and conditions of the Issue are:

Purpose: To contribute towards the Bank’s Tier Il Capital for complying with the capital adequacy
requirement and to utilize the funds in the Bank’s business operations as permitted by its
Memorandum & Articles of Association.

Issue date: August 30, 2023

Tenure: Up to ten years from the issue date.
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17.2

Maturity date: August 30, 2033
Rating: A+ (Single A Plus)
Profit rate: Floating rate of return at Base Rate + 2 percent per annum;

Base Rate is defined as the average three months KIBOR prevailing on the Base Rate
setting date. The Base Rate will be set for the first time on the last working day prior to
the issue date and subsequently on the immediately preceding business day before the
start of each three monthly period.

Profit payment:

Quarterly

Redemption: The instrument is structured to redeem 0.24% of the Issue amount during the first nine
years after the issue date and the remaining Issue amount of 99.76% in four equal
quarterly installments of 24.94% each in the last year.

Security: The Issue is unsecured

Subordination:

The Issue is subordinated all other indebtedness of the Bank including depositors,
however, senior to the claims of investors in instruments eligible for inclusion in Tier |
Capital

Call option:

Exercisable in part or in full on or after five years from the issue date, subject to SBP's
approval.

Lock-in-clause:

Principal and profit will be payable subject to compliance with MCR or CAR or Leverage
Ratio set by SBP.

Loss
absorbency clause:

Upon the occurrence of a Point of Non-Viability (PONV) event as defined under SBP BPRD
Circular No. 06 dated August 15, 2013, SBP may at its option, fully and permanently
convert the TFCs into common shares of the Bank and / or have them immediately written
off (either partially or in full). Number of shares to be issued to TFC holders at the time of
conversion will be equal to the ‘Outstanding Face Value of the TFCs’ divided by market
value per share of the Bank’s common share on the date of trigger of PONV as declared
by SBP, subject to a cap of 924,772,179 shares.

In 2021, the Bank had issued Rs. 2.5 billion of rated, privately placed and listed, unsecured and subordinated
term finance certificates (TFCs or the Issue) as an instrument of redeemable capital under Section 66 of the
Companies Act, 2017 and as outlined by State Bank of Pakistan (SBP) under the BPRD Circular No. 06 dated
August 15, 2013 and Basel lll guidelines. Summary of terms and conditions of the Issue are:

Purpose: To contribute towards the Bank’s Tier || Capital for complying with the capital adequacy
requirement and to utilize the funds in the Bank’s business operations as permitted by its
Memorandum & Articles of Association.

Issue date: December 28, 2021

Tenure: Up to Seven years from the issue date.

Maturity date: December 28, 2028

Rating: A + (Single A Plus)

Profit rate: Floating rate of return at Base Rate + 2 percent per annum;

Base Rate is defined as the average six months KIBOR prevailing on the Base Rate
setting date. The Base Rate will be set for the first time on the last working day prior to
the issue date and subsequently on the immediately preceding business day before the
start of each six monthly period.

Profit payment:

Semi-annual

Redemption: The instrument is structured to redeem 0.24% of the Issue amount during the first six
years after the issue date and the remaining Issue amount of 99.76% in two equal semi-
annual installments of 49.88% each in the last year.

Security: The Issue is unsecured
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Subordination:

The Issue is subordinated all other indebtedness of the Bank including depositors,
however, senior to the claims of investors in instruments eligible for inclusion in Tier |
Capital

Call option:

Exercisable in part or in full on or after the 10th redemption, subject to SBP's approval.

Lock-in-clause:

Payment of profit will be made from current year's earning and subject to compliance with
MCR and / or CAR or LR set by SBP.

Loss absorbency
clause:

Upon the occurrence of a Point of Non-Viability (PONV) event as defined under SBP BPRD
Circular No. 06 dated August 15, 2013, SBP may at its option, fully and permanently
convert the TFCs into common shares of the Bank and / or have them immediately written
off (either partially or in full). Number of shares to be issued to TFC holders at the time of
conversion will be equal to the ‘Outstanding Face Value of the TFCs’ divided by market
value per share of the Bank’s common share on the date of trigger of PONV as declared
by SBP, subject to a cap of 400,647,739 shares.

17.3 In 2018, the Bank had issued Rs. 2.5 billion of rated, privately placed, unsecured, subordinated, perpetual and
non-cumulative term finance certificates (TFCs or the Issue) as an instrument of redeemable capital under Section
66(1) of the Companies Act, 2017 and as outlined by the State Bank of Pakistan (SBP) under the BPRD Circular
No. 06 dated August 15, 2013 and Basel lll guidelines. Summary of terms and conditions of the Issue are:

Purpose: To contribute towards the Bank's Tier | Capital for complying with the capital adequacy
requirement and to utilize the funds in the Bank's business operations as permitted by its
Memorandum & Articles of Association.

Issue date: December 31, 2018

Maturity date: Perpetual

Rating: A (Single A)

Profit rate: Floating rate of return at Base Rate + 2.25 percent per annum;

Base Rate is defined as the average six months KIBOR prevailing on the Base Rate
setting date. The Base Rate will be set for the first time on the last working day prior to
the issue date and subsequently on the immediately preceding business day before the
start of each six monthly period.

Profit payment:

Semi-annually on a non-cumulative basis

Redemption:

Not applicable

Security:

The Issue is unsecured

Subordination:

The Issue is subordinated as to payment of principal and profit to all other claims except
common shares.

Call option:

Exercisable in part or in full at a par value on or after five years from the issue date,
with prior approval of SBP. The Bank shall not exercise the call option unless the called
instrument is replaced with capital of same or better quality.

Lock-in-clause:

Payment of profit will be made from current year's earning and subject to compliance with
MCR and / or CAR or LR set by SBP.
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Loss absorbency clause:

Pre-Specified Upon the occurrence of a PST as defined under SBP BPRD Circular No. 06 dated August
Trigger (PST) 15, 2013 which stipulates that if an issuer's Common Equity Tier 1 (CET 1) ratio falls to
or below 6.625% of Risk Weighted Assets (RWAs), the Issuer will have full discretion to
determine the amount of TFCs to be permanently converted into common shares or
written off, subject to SBP regulations / instructions, and the cap specified below. The
Bank will be able to exercise this discretion subject to:

- If and when Bank’s CET 1 reaches the loss absorption trigger point, the aggregate
amount of Additional Tier-1 capital to be converted must at least be the amount
sufficient to immediately return the CET 1 ratio to above 6.625% of total RWAs (if
possible);

- The converted amount should not exceed the amount needed to bring the CET 1
ratio to 8.5% of RWAs (i.e. minimum CET 1 of 6.0% plus capital conservation buffer
of 2.5%); and

- In case, conversion of Additional Tier-1 capital Instrument is not possible following
the trigger event, the amount of the Instrument must be written off in the accounts
resulting in increase in CET 1 of the Issuer.

Point of Upon the occurrence of a PONV event as defined under SBP BPRD Circular No. 06 dated
Non-Viability August 15, 2013, which stipulates that SBP may, at its option, fully and permanently
(PONV) convert the TFCs into common shares of the Bank and / or have them immediately written

off (either partially or in full). Number of shares to be issued to TFC holders at the time of
conversion will be equal to the ‘Outstanding Value of the TFCs’ divided by market value
per share of the Bank’s common / ordinary share on the date of the PONV trigger event
as declared by SBP, subject to the cap specified below:

The PONV trigger event is the earlier of:

- A decision made by SBP that a conversion or temporary / permanent write-off is
necessary without which the Issuer would become non-viable;

- Thedecision to make a public sector injection of capital, or equivalent support, without
which the Issuer would have become non-viable, as determined by SBP.

- Themaximum number of shares to be issued to TFC holders at the PST and / or PONV
(or otherwise as directed by SBP) will be subject to a specified cap of 329,595,476
ordinary shares, or such other number as may be agreed to in consultation with
SBPR.

17.4 During the year, the Bank exercised the call option of Term Finance Certificates - second issue in accordance
with the trust deed and terms and conditions of the TFC issue, after completing the regulatory requirements.
Accordingly, the said TFCs were redeemed in full on August 04, 2023.
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18. DEFERRED TAX LIABILITIES

Deductible Temporary Differences on:
Provision against investments
Provision against advances
Other assets

Taxable Temporary Differences on:

Accelerated tax depreciation

Goodwill

Surplus on revaluation of fixed assets

Surplus on revaluation of investments
classified as available-for-sale

Surplus on revaluation of non-banking
assets acquired in satisfaction of claims

Deductible Temporary Differences on:
Provision against investments
Provision against advances
Other assets
Surplus on revaluation of investments

classified as available-for-sale

Taxable Temporary Differences on:
Accelerated tax depreciation
Goodwill
Surplus on revaluation of fixed assets
Surplus on revaluation of non-banking
assets acquired in satisfaction of claims
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2023

Balance as at

Recognised in Recognised in

Balance as at

January 01,  profit and loss oCl December 31,

2023 account 2023

Note Rupees in ‘000
(70,212) (9,797) - (80,009)
(277,487) (457,382) - (734,869)
(130,747) 100,310 - (30,437)
(478,446) (366,869) - (845,315)
187,808 514,387 - 702,195
629,358 87,818 - 717,176
21 327,796 (18,185) 23,890 333,501
21 (346,859) - 732,777 385,918
21 343 (16) 22,306 22,633
798,446 584,004 778,973 2,161,423
320,000 217,135 778,973 1,316,108
2022

Balance asat  Recognised in Recoanised in Balance as at
January 01, profit and loss gOCI December 31,

2022 account 2022

Rupees in ‘000

(63,680) (6,532) (70,212)
(346,052) 68,565 (277,487)
- (130,747) (130,747)
21 732,770 (1,079,629) (346,859
323,038 (68,714) (1,079,629) (825,305)
178,767 9,041 187,808
570,813 58,545 - 629,358
21 312,070 (16,281) 32,007 327,796
21 960 (715) 98 343
1,062,610 50,590 32,105 1,145,305
1,385,648 (18,124 (1,047,524) 320,000
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2023 2022
19. OTHER LIABILITIES Note ---- Rupees in ‘000 ----
Mark-up / return / interest payable in local currency 5,971,062 4,857,150
Mark-up / return / interest payable in foreign currencies 446,941 45,769
Unearned income on guarantees 398,300 368,800
Accrued expenses 1,550,139 584,968
Current taxation (payments less provision) 34,325 -
Acceptances 2,622,716 6,586,244
Unclaimed dividends 4,214 4214
Mark to market loss on derivative instruments - 13,588
Mark to market loss on forward foreign exchange contracts 1,609,783 529,887
Defined benefit obligation - net 133,191 -
Withholding taxes payable 1,085,992 639,608
Donation payable 169,813 26,475
Security deposits against leases, lockers and others 1,640,270 2,468,743
Workers' Welfare Fund 30 371,352 201,040
Payable in respect of home remittance 35,659 435,629
Retention money payable 58,836 -
Lease liability against right-of-use assets 19.1 2,234,115 2,545,780
Insurance payable 249,979 209,834
Payable to vendors against SBS goods 282,322 380,040
Debit card settlement 473,999 269,365
Clearing and settlement accounts 499,770 49,938
Others 249,759 293,721

20,122,537 20,510,793

19.1 Lease liability against right-of-use assets

The carrying amounts of lease liabilities and the movements during the year is as below:

2023 2022
Note ---- Rupees in ‘000 ----
Opening balance 2,545,780 3,129,904
Additional impact arised during the year - net 1,147,815 852,268
Termination impact arised during the year - net (226,861) (476,475)
Markup on lease liability against right-of-use assets 25 300,981 355,571
Payments (1,551,908) (1,322,720)
Exchange rate adjustments 5,516 7,232
Other adjustments 12,792 -
Closing balance 2,234,115 2,545,780
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20. SHARE CAPITAL
20.1 Authorised capital

20.1.1  Ordinary shares

2023 2022 2023 2022
————— Number of shares ----- ----- Rupees in ‘000 -----
3,850,000,000 _3,850,000,000 Ordinary shares of Rs.10 each 38,500,000 38,500,000

20.1.2 Preference shares

150,000,000 150,000,000 Convertible preference shares of Rs.10 each 1,500,000 1,500,000

20.2 Issued, subscribed and paid-up capital
Ordinary shares
984,127,890 763,558,965 Fully paid in cash 9,841,279 7,635,590
1,066,534,646 533,905,297 Issued for consideration other than cash 10,665,346 5,339,053
2,050,662,536 1,297,464,262 20,506,625 12,974,643
- - Less: Discount on issue of shares - (2,855,401)
2,050,662,536 1,297,464,262 20,506,625 10,119,242

20.3 As at December 31, 2023, Jahangir Siddiqui & Co. Ltd. (the parent company) held 1,460,232,712 (2022:
973,307,324) ordinary shares of Rs.10 each i.e. 71.21% holding (2022: 75.02%).

20.4 During the year, the Bank has transferred discount on issue of shares to share premium account in accordance
with section 81 of the Companies Act, 2017.
2023 2022
21. SURPLUS ON REVALUATION OF ASSETS Note ~ ----- Rupees in ‘000 -----
Surplus / (deficit) on revaluation of:
Available-for-sale securities 21.1 787,583 (806,650)
Fixed assets 21.2 1,393,824 1,475,525
Non-banking assets acquired in satisfaction of claims 21.3 520,513 107,426
2,701,920 776,301
Deferred tax on surplus / (deficit) on revaluation of:
Available-for-sale securities (385,918) 346,859
Fixed assets (333,501) (327,796)
Non-banking assets acquired in satisfaction of claims (22,633) (343)
(742,052) 18,720
1,959,868 795,021
21.1 Available-for-sale securities
Pakistan:
- Equity securities 1,268,044 1,941,804
- Open end mutual funds - 2,298
- Debt securities (148,990) (1,826,120)
1,119,054 117,982
Bahrain:
- Equity securities (14,258) (28,705)
- Debt securities (317,213) (895,927)
(331,471) (924,632)
787,583 (806,650)
Related deferred tax liability (385,918) 346,859
401,665 (459,791)
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21.2

21.3

22.

Surplus on revaluation of fixed assets

Surplus on revaluation as at January 01,
Derecognised during the year

Transferred to unappropriated profit
Incremental depreciation during the year
Related deferred tax liability

Surplus on revaluation as at December 31,

Less: Related deferred tax liability on
- Surplus on revaluation as at January 01,
- Effect of change in tax rate
- Recognised / transferred during the year
- Incremental depreciation charged during the year

Surplus on revaluation of non-banking assets
acquired in satisfaction of claims

Surplus on revaluation as at January 01,
Recognised / (derecognised) during the year

Transferred to unappropriated profit
Incremental depreciation during the year
Related deferred tax liability

Surplus on revaluation as at December 31,

Less: Related deferred tax liability on
- Surplus on revaluation as at January 01,
- Effect of change in tax rate
- Incremental depreciation charged during the year
- (Recognised) / derecognised during the year

CONTINGENCIES AND COMMITMENTS

Guarantees
Commitments
Other contingencies

2023 2022

Note ~  ----- Rupees in ‘000 -----
1,475,525 1,513,386
(44,568) -
1,430,957 1,513,386
(18,938) (21,580)
(18,195) (16,281)
(37,133) (37,861)
1,393,824 1,475,525
(327,796) (312,070)
(45,739) (32,007)
21,839 -
18,195 16,281
(333,501) (327,796)
1,060,323 1,147,729
107,426 120,674
413,119 (13,178)
520,545 107,496
(16) (40)
(16) (30)
(32) (70)
520,513 107,426
(343) (960)
(19) (98)
16 30
(22,291) 685
(22,633) (343)
497,880 107,083
22.1 72,956,594 83,175,591
22.2 162,815,632 93,959,209
22.3 736,214 646,479
236,508,440 177,781,279
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2023 2022
Note ~  ----- Rupees in ‘000 -----
22.1 Guarantees:
Financial guarantees 8,425,132 3,668,949
Performance guarantees 33,842,832 34,702,865
Other guarantees 30,688,630 44,803,777
72,956,594 83,175,591
22.2 Commitments:

Documentary credits and short-term trade-related transactions
- Letters of credit 42,357,815 22,381,092

Commitments in respect of:

- Forward foreign exchange contracts 22.2.1 1120,272,393 68,486,603
- Derivative instruments 22.2.2 - 2,344,191
- Forward lending 22.2.3 10,000 284,067

Commitments for acquisition of:
- Fixed assets 22.2.4 175,424 463,256
162,815,632 93,959,209

22.21 Commitments in respect of forward foreign exchange contracts
Purchase 71,216,019 41,239,463
Sale 49,056,374 27,247,140
120,272,393 68,486,603

22.2.1.1 The Bank utilises foreign exchange instruments to meet the needs of its customers and as part of its asset
and liability management activity to hedge its own exposure to currency risk. At year end, all foreign exchange
contracts have a remaining maturity of less than one year.

2023 2022
Note ~  ----- Rupees in ‘000 -----
22.2.2 Commitments in respect of derivative instruments
Purchase - 2,109,891
Sale - 234,300
- 2,344,191
Cross currency swaps
Purchase - 234,300
Sale - 234,300
- 468,600
Commitments in respect of forward securities
Purchase - 1,875,591
22.2.3 Commitments in respect of forward lending
Undrawn formal standby facilities, credit lines
and other commitments to lend 22.2.31 10,000 284,067

22231 This represents commitments that are irrevocable because they cannot be withdrawn at the discretion of the
Bank without the risk of incurring significant penalty or expense. Further, the Bank makes commitments to
extend credit in the normal course of business but these being revocable commitments do not attract any
significant penalty or expense if the facilities are unilaterally withdrawn.
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22.2.4  This represents commitments related to purchase of leasehold improvements, furniture and fixtures, hardware &
network equipments and electrical equipment and computer software.

2023 2022
22.3 Other contingencies Note ~ ----- Rupees in ‘000 -----
22.3.1  Claims against the Bank not acknowledged as debts 22.3.1.1 736,214 646,479

22.3.1.1 These mainly represent counter claims filed by borrowers for damages, claims by former employees of the Bank
and other claims relating to banking transactions.

Based on legal advice and / or internal assessments, management is confident that the 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.

22.3.2  Tax related contingencies are disclosed in notes 33.2 to 33.5.
23. DERIVATIVE INSTRUMENTS

Derivative instruments, such as Forward Exchange Contracts, Cross Currency Swaps and Options, are forward
transactions that provide market making opportunities / hedge against the adverse movement of interest and
exchange rates. Derivatives business also provides risk solutions for the existing and potential customers of the
Bank.

The Bank has entered into a Cross Currency Swap transaction with its customer on back-to-back basis with
an Authorized Derivative Dealer (ADD) without carrying any open position in its books. Specific approvals for the
transactions have been granted by State Bank of Pakistan (SBP). Policies in line with SBP instructions have been
formulated and are operative.

The Bank has also entered into Foreign Currency & Commodity Options from its Wholesale Banking Branch
Bahrain for market making activities.

These transactions cover the aspects of both market making and hedging. The risk management related to
derivative is disclosed in note 46.
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2023

Cross Currency Swaps Options and Accumulators Forward securities

Notional Mark to Notional Mark to Notional Mark to
principal Market principal Market principal Market
231 Product analysis - Rupees in ‘000
With Banks for
Hedging - - - - - -
Market making - - - - - -
With Fls other than banks
Hedging - - - - - -
Market making - - - - - -
Total
Hedging - - - - - -
Market making - - - - - -
2022
Cross Currency Swaps Options and Accumulators Forward securities
Notional Mark to Notional Mark to Notional Mark to
principal market principal Market principal Market

- Rupees in ‘000 -------=-=mmmmmmmmmmmm e
With Banks for

Hedging 468,600 710 - - - B
Market making - - - . - _

468,600 710 - - - -
With Fls other than banks

Hedging - - - - |11,875,591 576
Market making - - - . - _

- - - - 1,875,591 576

Total
Hedging 468,600 710 - - 11,875,591 576
Market making - - - - - -
468,600 710 - - 1,875,591 576
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23.2

24.

25.

Maturity analysis

2023

Number of Notional Mark to market
Remaining maturity of contracts contracts  principal Positive  Negative Net
----------------- Rupees in ‘000 -----------------
Upto 1 month - - - - -
1 to 3 months - - - - -
3 to 6 months - - - - -
6 months to 1 year - - - - -
1to 2 years - - - - -
2022
Number of  Notional Mark to market
Remaining maturity of contracts contracts  principal Positive ~ Negative Net
————————————————— Rupees in ‘000 -----------------
Upto 1 month 4 468,600 14,298 (13,588) 710
1 to 3 months - - - - -
3 to 6 months 1 1,875,591 576 - 576
6 months to 1 year - - - - -
110 2 years - - - - -
5 2,344,191 14,874 (13,588) 1,286
2023 2022
MARK-UP / RETURN / INTEREST EARNED Note ~  --—--- Rupees in ‘000 -----
On:
Loans and advances 38,977,096 30,398,499
Investments 49,688,549 40,179,681
Lendings to financial institutions 247,370 60,133
Securities purchased under resale agreements 2,868,858 1,329,472
Balances with banks 305,339 79,420
92,087,212 72,047,205
MARK-UP / RETURN / INTEREST EXPENSED
On:
Deposits 53,704,765 38,911,825
Borrowings 12,445,885 16,278,576
Subordinated debts 1,781,945 1,063,831
Cost of foreign currency swaps against
foreign currency deposits / borrowings 1,444,598 581,400
Lease liability against right-of-use assets 19.1 300,981 355,571
69,678,174 57,191,203
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26.

27.

271

28.

212

FEE AND COMMISSION INCOME

Branch banking customer fees

Finance related fees

Card related fees (debit and credit cards)
Investment banking fees

Commission on trade

Commission on guarantees
Commission on cash management

Commission on remittances including home remittances

Commission on bancassurance
Commission on distribution of mutual funds
Commission on online services

Postage & courier income

Rebate income

GAIN / (LOSS) ON SECURITIES

Realised
Unrealised - held for trading

Realised gain / (loss) on:

Federal government securities
Market treasury bills
Pakistan investment bonds
ljara sukuk certificates

Shares
Listed companies

Non Government Debt Securities
Term finance certificates
Commercial paper certificates

Mutual fund units
Foreign currency bonds

OTHER INCOME

Rent income

Gain / (loss) on sale of fixed assets - net
Gain on termination of leases - net

Gain on reclassification of AFS equity shares
Others

Note

271

28.1

2023 2022

————— Rupees in ‘000 -----
107,900 106,452
467,131 507,382
653,014 307,013
81,031 22,173
1,175,300 903,056
663,006 583,036
39,085 21,748
125,199 94,210
80,884 90,635
2,214 847
242,821 294,526
18,470 15,394
477,226 266,943
4,133,281 3,213,415
113,895 (306,728)
(49) (107)
113,846 (306,835)
(595,413) (394,126)
573,596 275,329
18,319 38,820
(3,498) (79,977)
108,169 (149,871)
- (1,045)
- 51
- (994)
5,996 69,296
3,228 (145,182)
113,895 (306,728)
21,169 17,748
43,461 (16,622)
49,351 172,937
332,658 -
1,016 3,385
447,655 177,448
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28.1 The Bank opted for ‘Fair value as deemed cost’ approach as per International Accounting Standard (IAS) 27
‘Separate Financial Statements’ to measure the initial interest in BIPL investment i.e 7.79% as investment in
subsidiary at the acquisition date in these unconsolidated financial statements. The revaluation surplus related to
the said interest was transferred to profit and loss account at the acquisition date.

2023 2022
29. OPERATING EXPENSES Note ----- Rupees in ‘000 -----

Total compensation expense 29.1 8,150,566 6,863,342
Property expense
Rent and taxes 45,963 27,219
Insurance - 5,057
Utilities cost 769,553 579,498
Security (including guards) 352,213 334,512
Repair and maintenance (including janitorial charges) 353,399 286,600
Depreciation 304,648 249,121
Depreciation on right-of-use assets 11.3 1,126,808 1,056,517
Depreciation on non-banking assets 13.1.1 33,222 21,488

2,985,806 2,560,012
Information technology expenses
Software maintenance 1,636,639 842,668
Hardware maintenance 345,577 298,137
Depreciation 472,034 307,868
Amortisation 279,575 167,361
Network charges 262,748 255,267

2,996,573 1,871,301
Other operating expenses
Directors' fees and allowances 13,450 16,450
Legal and professional charges 316,904 268,108
Insurance 306,593 374,945
Outsourced services costs 29.4 317,485 230,432
Travelling and conveyance 235,816 190,826
NIFT clearing charges 55,657 48,571
Depreciation 360,935 328,212
Training and development 76,227 73,331
Postage and courier charges 104,207 104,260
Communication 404,577 178,888
Stationery and printing 384,346 230,250
Marketing, advertisement and publicity 2,420,006 1,160,319
Donations 29.2 170,313 42,625
Auditors' remuneration 29.3 32,000 19,412
Staff auto fuel and maintenance 625,844 436,817
Bank charges 93,365 62,570
Stamp duty 87,465 66,144
Online verification charges 136,242 71,850
Brokerage, fee and commission 143,955 46,450
Card related fees (debit and credit cards) 1,303,495 513,355
CDC and other charges 33,755 4,101
Consultancy fee 102,889 5,106
Deposit protection premium 189,394 180,849
Entertainment expenses 202,339 126,590
Repair and maintenance 75,609 75,750
Cash handling charges 256,090 201,807
Fee and subscription 149,785 165,604
Employees social security 10,068 7,841
Generator fuel and maintenance 214,110 170,427
Others 85,689 52,423

8,908,610 5,454,313
23,041,555 16,748,968
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29.1

29.2

29.3

29.3.1

29.4

214

2023 2022
Total compensation expense Note —  ----- Rupees in ‘000 -----
Fees and Allowances etc. 187,435 166,754
Managerial Remuneration
i) Fixed 5,226,025 4,555,484
ii) Variable of which;
a) Cash Bonus / Awards etc. 845,019 484,808
b) Commission 325,506 256,102
Charge for defined benefit plan 37.5 111,970 93,228
Contribution to defined contribution plan 38 312,365 263,085
Leaving indemnity 14,075 10,064
Medical 495,670 441,496
Conveyance 553,698 481,993
Insurance staff 78,803 110,328

8,150,566 6,863,342

Mr. Hasan Shahid, Company Secretary and Head of Legal of the Bank, is the Trustee and Treasurer of Future Trust.

2023 2022

Auditors' remuneration Note — ----- Rupees in ‘000 -----
Audit fee - Pakistan 6,625 5,550
Audit fee - Bahrain 3,787 2,721
Half - yearly review 1,500 1,200
Fee for audit of employees funds 143 143
Fee for other statutory certifications 2,534 1,370
Special certification and sundry advisory services 14,488 6,339
Out of pocket expenses and sales tax on services 2,923 2,089

29.3.1 32,000 19,412
Geographical analysis
Pakistan 25,963 15,052
Bahrain 6,037 4,360

32,000 19,412
The material outsourcing arrangements along with nature of services are as follows:
2023 2022
————— Rupees in ‘000 -----

Name of Service Provider Type of services
Mustang HRMs (Pvt.) Ltd. Human Resource Management Services 192,541 154,283
Dagia Innovative Warehousing Record Management Services 9,101 10,197
Constellation Printing Company (Pvt.) Ltd. Cheque book Printing Services 48,740 37,731
Security Organization System (Pvt.) Ltd.  Cash Sorting Services 39,150 26,902

289,532 229,113




Annual Report

Notes to the Unconsolidated Financial Statements

For the year ended December 31, 2023

30.

31.

32.

32.1

33.

33.1

33.2

WORKERS' WELFARE FUND

The Bank has made provision for Workers’ Welfare Fund (WWF) based on profit for the respective years.

OTHER CHARGES
Penalties imposed by State Bank of Pakistan
PROVISIONS AND WRITE OFFS - NET

Provisions / (reversals) for diminution in value of investments
Provisions against loans & advances - specific

Provisions against loans & advances - general

Provisions / (reversals) under IFRS 9

Intangible assets written off

Other provisions and write offs

Provisions / (reversals) under IFRS 9
Balances with other banks

Investments
Advances

TAXATION

Current
Prior years
Deferred

Relationship between income tax expense and accounting profit
Profit before taxation

Tax on income @ 49% (2022: 49%)

Effect of change in tax rates

Effect of permanent differences

Others

Tax charge for the year

Income Tax

Note

9.3
10.4
10.4
32.1

9.3
10.4

2023

2022

————— Rupees in ‘000 -----

79,275 134,413
14,674 (80,299)
2,504,454 861,164
176,836 112,827
97,999 63,917

- 132,999

13,330 8,180
2,807,293 1,008,788
29 37

90,432 82,695
7,538 (18,815)
97,999 63,017
4,030,309 1,179,189
(67,188) 5,397
217,135 (18,124)
4,180,256 1,166,462
8,515,174 2,131,240
4,172,435 1,044,308
(45,754) (17,731)
(38,845) 132,430
92,420 7,455
4,180,256 1,166,462

The Bank has filed income tax returns under Section 114 of the Income Tax Ordinance, 2001 (the Ordinance) for
the tax years 2007 through 2023. The returns so filed considered as deemed assessment order under Section
120(1) of the Ordinance. Later, the return of income for tax years 2008 to 2020 and 2022 were amended by
the tax authorities of Inland Revenue (OIR) by taking recourse of tax audit or alternatively through amendment
the assessment contending that certain matters in the deemed assessments under subsection 122 (5A) of the
Ordinance were allegedly not conforming to the law and prejudiced the interest of revenue.
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The Bank contested the disallowances before the Commissioner Inland Revenue Appeals [CIR(A)] and the

Appellate Tribunal Inland Revenue [ATIR].

For tax year 2008, both the CIR(A) and ATIR annulled tax authority’s action of amending the assessment for tax
year 2008 being barred by time limitation following the judgments of Honourable Supreme Court of Pakistan.

For tax years 2009 to 2017, the appeals were decided by ATIR through combined Appellate Order dated 31-
01-2022. Though the tax authorities, except for the levy of surcharge under section 4A, minimum tax under
section 113 and deduction of Sindh WWEF all of the issues involved in the appeal either decided in Bank’s favor
(including the issue of goodwill, amortization of which was claimed over the period of 10 years) or set-aside for

re-examination by the ATIR.

The Bank as well as the tax department have filed Income Tax Reference Applications before Sindh High Court

against above-mentioned order of ATIR, which are pending for various tax years.

Bank’s appeal for tax years 2018 to 2020 and 2022 are pending for adjudication before ATIR.

In respect of WWEF, the Supreme Court of Pakistan has held in Judgement, PLD 2017 SC 28, that the amendments
made in the WWF Ordinance through Finance Act, 2006 and 2008 were illegal and without lawful authority i.e.
the banks do not fall into definition of Industrial Undertaking and thus, not liable to pay WWF. Based on that,
the Appellate Tribunal through combined Appellate order dated January 31, 2022 has also annulled the tax
authorities action of levying WWF on Bank under Worker’s Welfare Fund Ordinance, 1971 in tax years 2009,

2012 and 2013.

As a consequence of the 18th amendment to the Constitution, levy for the WWF was introduced by the
Government of Sindh, Punjab and Balochistan through the Sindh WWF Act, 2014 (the Act), the Punjab Workers
Welfare Fund Act, 2019 and the Balochistan Workers Welfare Fund Act, 2022, respectively. As per these Acts,

the Bank is liable to pay WWF in these provinces. However, in this respect:

- the Bank has challenged the issue of jurisdiction claimed by Sindh Revenue Board before the Honorable High
Court of Sindh (SHC) on grounds that banking companies cannot be considered as industrial establishment
and that the Act cannot be applied to trans-provincial entities. The Court has restrained the Sindh Revenue
Board to collect / recover Sindh WWEF. For tax years 2018 to 2022 the Court granted stay from recovery of

Sindh WWF upon submission of Bank Guarantee to Nazir of Court.

- the Bank has also received notices regarding the recovery of Balochistan WWF for which the Bank is in
discussion with legal counsel to challenge in the court of law on same grounds as in case of Sindh WWF.

In 2018, based on decision of the Supreme Court of Pakistan, the Bank had reassessed the provision of WWF
which was previously held on the entire operating results of the Bank (including all provinces, part of Pakistan,
AJK and Bahrain Operations) and maintained WWF only to the extent of its operations within Sindh Province till
2019. In 2020 after promulgation of Punjab WWEF, the Bank has again decided prudently to maintain provision

on the entire results of the Bank.

The Sindh High Court has dismissed the Bank’s petitions for tax years 2016 through 2022 wherein the Bank along
with other taxpayers challenged the levy of super tax on under section 4B of the Ordinance on constitutional
grounds. Based on the opinion of legal counsel, the Bank has file appeal before the Supreme Court against the
decision of the Sindh High Court. The Supreme Court has allowed interim relief to the taxpayers subject to the
payment of 50% of the super tax liability. However, the Bank has adjusted full amount of super tax liability for tax
year 2016 and 2019 against the available tax refunds. Further, the bank has obtained stay from the Sindh High

Court on other technical grounds regarding the levy of Super Tax for tax years 2017 and 2018.

Through Finance Act 2023, Super tax on high earning persons was levied under section 4C of the Ordinance.
The Bank has challenged the levy of Super tax for tax year 2023 through the legal counsel before the Islamabad

High Court wherein interim stay was granted.
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The Bank through its legal counsel has challenged the vires of the tax levied under section 99D read with SRO
1588(1)/2023 by filing a C.P. No. 5790 of 2023 in the High Court of Sindh. The High Court has suspended the
operation of the aforementioned SRO through an interim order dated December 7, 2023. Further, the operation
of the SRO has also been suspended by the interim orders of the Islamabad High Court and Lahore High Court
in other similar petitions. Bank has not provided the levy in books, as based on advice of its legal counsel dealing
with the case, the management is confident that the Bank has a good chance to succeed on the basis of various
grounds taken in the petition and no immediate liability or payment for Windfall Tax is foreseen as of now.

33.3 Withholding tax monitoring

Withholding tax monitoring was initiated against the Bank for tax years 2014 to 2020. Orders in respect of tax
years 2014, 2015, 2016, 2018 and 2020 have been passed against which appeals have been filed before the
CIR(A). CIR(A) has remanded back the matters for rectification in respect of tax years 2014 and 2015 against
which rectified orders have been passed and demands have been reduced. The ATIR through order dated
February 07, 2022 refused Department’s appeal and maintained CIR(A)’s order for tax year 2014. Tax demands
for tax years 2016, 2018 and 2020 were also set-aside by CIR(A).

33.4 Sales tax

The Bank as a registered person under Sindh Sales Tax on Services Act, 2011 has been issued a Sales Tax Order
from the Sindh Revenue Board (SRB) creating a demand of Rs.193.44 million (besides Rs. 7.2 million is charged
as penalty) against the Bank for alleged non-payment of Sindh sales tax on certain ‘presumed non-taxable
services / incomes’ (i.e. Bancassurance, Home Remittances under Pakistan Remittance Initiative Scheme, SBP
rebates on Government securities, Rebates from foreign correspondent Banks, and FX gain on remittance by
Western Union)’ for the tax periods July 2011 to December 2013, 2015 to 2017 and 2019 to 2020. Bank has
filed appeals before Commissioner (Appeals) Sindh Revenue Board (CA-SRB) against the order of AC-SRB,
which are pending. After year ended December 31, 2023, Punjab Revenue Authority (PRA) passed an Order
for tax periods January to December 2017 raising tax demand of Rs. 157.4 million on alleged short withholding
of Punjab Sales Tax. Being aggrieved, the Bank has filed an appeal alongwith application for stay against tax
demand before Commissioner Appeal, which is pending.

After year ended December 31, 2023, Punjab Revenue Authority (PRA) passed an Order for tax periods January
to December 2017 raising tax demand of Rs. 157.4 million on alleged short withholding of Punjab Sales Tax. Being
aggrieved, the Bank has filed an appeal alongwith application for stay against tax demand before Commissioner
Appeal, which is pending.

33.5 Azad Jammu & Kashmir Operations

The Bank has commenced operations in Azad Jammu & Kashmir from tax year 2009 and has filed returns for
the tax years 2009 to 2022 with the tax authorities of AJK region. The amendment proceedings and appeals are
at various levels before AJK Tax authorities for the tax year 2011 to 2017 and 2019 to 2022.

The management of the Bank is confident that the appeals filed in respect of the above matters for various tax
years will be decided in the Bank’s favor and accordingly no demand for payment would arise.
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34.

34.1

35.

36.

36.1

36.2

37.

37.1

218

2023 2022
Note ~  --—--- Rupees in ‘000 -----
EARNINGS PER SHARE - BASIC AND DILUTED
Profit after taxation for the year - attributable to
ordinary equity holders of the Bank 4,334,918 964,778
————— Numbers -----
Weighted average number of outstanding ordinary
shares during the year 1,577,857,341 1,297,464,262
————— Rupees -----
Earnings per share - basic and diluted 34.1 2.75 0.74

There were no convertible / dilutive potential ordinary shares outstanding as at December 31, 2023 and December
31, 2022, therefore diluted earning per share has not been presented separately.

2023 2022
Note ~  --—--- Rupees in ‘000 -----
CASH AND CASH EQUIVALENTS
Cash and balances with treasury banks 6 40,895,031 24,764,967
Balances with other banks - Gross 7 3,727,564 1,800,471
Overdrawn nostro accounts 15 (549,483) (1,291,766)
44,073,112 25,273,672
2023 2022
STAFF STRENGTH s Number -----------
Permanent 3,956 3,803
On Bank's contract 530 503
Bank's own staff strength 4,486 4,306
Qutsourced 36.2 454 433
Total 4,940 4,739
Geographical segment analysis
Pakistan 4,933 4,731
Bahrain 7 8
4,940 4,739

This excludes employees of outsourced services companies assigned to the Bank to perform services of security
guards and janitorial staff.

DEFINED BENEFIT PLAN

General description

The Bank operates a recognised gratuity fund for all employees who opted for this scheme introduced by the
management with effect from January 01, 2007.
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The defined benefit is administered by a separate fund that is legally separate from the Bank. The plan is governed
by the trust deed dated September 01, 2007. The trustees of the gratuity fund are composed of representatives
from employers. The trustees of the gratuity fund are required by the trust deed to act in the interest of the fund
and of all relevant stakeholders in the scheme, i.e. active employees, inactive employees, retirees and employers.
The trustees of the gratuity fund are responsible for the investment policy with regard to the assets of the fund.

37.2 The plan in Pakistan typically exposes the Bank to actuarial risks such as: salary risk, discount rate risk, mortality
risk and investment risk defined as follow:

- Salary increase risk

The risk that the final salary at the time of cessation of services is greater than assumed. Since the benefit
is calculated on the final salary (which will closely reflect inflation and other macroeconomic factors), the
benefit amount increases as salary increases.

- Discount rate risk
The discount rate is based on the yield on government bonds. If the market yield of bonds varies, the
discount rate would vary in the same manner and would affect the present value of obligation and fair value
of assets.

- Demographic risks

Withdrawal risk

The risk of actual withdrawals experience is different from assumed withdrawal probability. The
significance of the withdrawal risk varies with the age, service and the entitled benefits of the beneficiary.

Longevity risk

The risk that the actual mortality experience is different than the assumed mortality. This effect is more
pronounced in schemes where the age and service distribution is on the higher side.

- Investment risk
This is the risk that the assets are under-performing and are not sufficient to meet the liabilities.
37.3 Number of employees under the schemes
The number of employees covered under the gratuity scheme are 4,010 (2022: 3,740).

37.4 Principal actuarial assumptions

The actuarial valuations were carried out as at December 31, 2023, using Projected Unit Credit Method. The
following significant assumptions were used for the valuation:

2023 2022
Discount rate per annum 16.00% 14.50%
Expected rate of return on plan assets per annum 14.50% 11.75%
Expected rate of salary increase per annum 16.00% 14.50%
The average duration of the defined benefit obligation years 7 8
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37.5 Movement in defined benefit obligations, fair value of plan assets and their components
Defined benefit Fair value of Net defined benefit
obligations plan assets liability / (asset)
2023 2022 2023 2022 2023 2022

Rupees in ‘000

Balance as at January 01 831,155 811,689 950,678 1,130,008 (119,523) (318,319)

Included in profit or loss
Current service cost 129,984 130,631 - - 129,984 130,631
Interest expense / income 114,375 90,497 132,389 127,900 (18,014) (37,403)
244,359 221,128 132,389 127,900 111,970 93,228

Included in other comprehensive (loss) / income
Actuarial gains / losses arising from:

- financial assumptions (5,116) 5,131 - - (5,116) 5,131
- demographic assumptions - (34,057) - - - (34,057)
- experience adjustments (44,446) (89,734) - - (44,446) (89,734)
Return on plan assets - - (190,306) (224,228) 190,306 224,228
(49,562) (118,660) (190,306) (224,228) 140,744 105,568
Other movements
Benefits due but not paid (9,421) - (9,421) - - -
Benefits paid during the year (75,300) (83,002) (75,300) (83,002) - -
(84,721) (83,002) (84,721) (83,002) - -
Balance as at December 31 941,231 831,155 808,040 950,678 133,191 (119,5623)
37.6 The composition of the plan assets at the end of the reporting year for each category, are as follows:
Cost Fair value of plan assets Composition
2023 2022 2023 2022 2023 2022
————————————————— Rupees in ‘000 ----------------- ---- Percentage ----
Cash at Bank 46,862 28,395 46,862 28,395 5.8% 3.0%
Pakistan Investment Bonds - 59,537 - 59,568 0.0% 6.3%
Market treasury bills - 69,178 - 70,805 0.0% 7.4%
Term finance certificates - 183,442 - 184,040 0.0% 19.4%
Ordinary shares of listed companies 1,049,827 805,636 761,177 607,870 94.2% 63.9%
1,096,689 1,146,188 808,039 950,678 100% 100%

37.7 Maturity profile

37.71 Expected maturity analysis of undiscounted defined benefit obligation for the gratuity fund is as follows:

Up to Over1to2 Over2to5 Over5to10 Over

one year years years years 10 years Total
Rupees in ‘000
Balance as at December 31, 2023 59,970 176,820 490,049 1,395,093 19,092,746 21,214,678
Balance as at December 31, 2022 53,572 153,934 435294 1,124,640 13,268,198 15,035,638
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37.8

37.8.1

37.9

37.10

38.

Sensitivity analysis

Significant actuarial assumptions for the determination of the defined obligation are discount rate, and expected
rate of salary increase. The sensitivity analysis below have been determined based on reasonably possible
changes of the respective assumptions occurring at the end of the reporting period, while holding all other
assumptions constant:

Present value

of defined
benefit Change
obligation
Particulars Rupees in ‘000 -----
1% increase in discount rate 876,137 (65,094)
1% decrease in discount rate 1,014,373 73,142
1% increase in expected rate of salary increase 1,007,153 65,922
1% decrease in expected rate of salary increase 881,275 (59,956)
10% increase in withdrawal rate 927,868 (13,363)
10% decrease in withdrawal rate 955,580 14,349
1 year Mortality age set back 941,435 204
1 year Mortality age set forward 940,990 (241)

Furthermore in presenting the above sensitivity analysis, the present value of the defined benefit obligation has
been calculated using the projected unit credit method at the end of the reporting period, which is the same
as applied in calculating the defined benefit obligation liability recognised in this unconsolidated statement of
financial position.

Experience Adjustments

The re-measurement gains / losses arise due to actual experience varying from the actuarial assumptions for
the year.

2023 2022
————— Rupees in ‘000 -----
Particulars
Re-measurement gain on obligation (49,562) (118,660)
Re-measurement loss on plan assets 190,306 224,228
Other comprehensive income 140,744 105,568

Based on actuarial advice and management estimates, profit and loss account charge in respect of defined
benefit obligation for the next one year works out to be Rs. 168.649 million.

DEFINED CONTRIBUTION PLAN

The Bank operates a contributory provident fund for all permanent employees. The employer and employee
both contribute 7.1% of the basic salaries (2022: 7.1% of the basic salaries) to the funded scheme every month.
Number of employees covered under this plan are 3,231 (2022: 3,013). During the year, the Bank has made a
contribution of Rs. 312.365 million (2022: Rs. 263.085 million) to the fund. The employees have also made a
contribution of equal amount to the fund.
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39.

39.1

222

COMPENSATION OF DIRECTORS AND EXECUTIVES

The aggregate amount charged in the financial statements for the year in respect of the remuneration and
benefits to the President and Chief Executive Officer, Directors and Executives are as follows:

2023
Directors K Other M |
. ey ther Material
It Chai Non- Precs:lggnt / Management  Risk Takers /
ems airman Executives Personnel Controllers
Rupees in ‘000
Fees and Allowances etc. 1,950 11,500 - - -
Managerial Remuneration
i) Fixed - - 49,706 362,159 613,256
ii) Total Variable - Cash Bonus / Awards - - 8,202 27,167 43,807
Charge for defined benefit plan - - 1,439 7,916 16,450
Contribution to defined contribution plan - - 3,630 19,733 40,768
Medical - - 4,971 29,562 58,026
Conveyance - - 1,248 30,850 113,856
Car allowance - - - 41,479 117,403
Others - - 243 8,347 13,426
Total 1,950 11,500 69,439 527,213 1,016,992
Number of persons 1 5 1 28 127
2022
Directors ‘ Other ‘
. ey ther Material
" Chai Non- Pregggnt/ Management Risk Takers /
ems airman Executives Personnel Controllers
Rupees in ‘000
Fees and Allowances etc. 2,500 13,950 -
Managerial Remuneration
i) Fixed - - 42,605 319,439 392,658
ii) Total Variable - Cash Bonus / Awards - 6,620 12,180
Charge for defined benefit plan 2,517 15,091 21,408
Contribution to defined contribution plan 3,025 18,222 25,873
Medical 4,261 27,087 36,870
Conveyance 196 21,409 50,717
Car allowance 30,760 63,994
Others - - 386 6,543 9,410
Total 2,500 13,950 52,990 445171 613,110
Number of persons 1 11 1 32 78
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39.1.1  The CEO and COQ are provided with free use of Bank maintained cars in accordance with their entitlement.

39.1.2  Managerial remuneration includes joining related payments made to certain Executives in line with their terms of

employment.

39.1.3 The SBP, vide its BPRD Circular No. 01 dated January 25, 2017, issued Guidelines on Remuneration Practices,
where the Bank is required to defer a certain portion of variable compensation of the Material Risk Takers (MRTs)
and Material Risk Controllers (MRCs) subject to mandatory deferrals for a defined period. In this respect, deferral
amount shall be withheld for a period of three years whereas remaining portion of the variable compensation shall
be paid upfront to the MRTs and MRCs. The deferred remuneration shall vest proportionately over the deferral
period following the year of variable remuneration award. The deferred portion of the variable remuneration shall
be paid to the MRTs and MRCs on vesting, proportionally through yearly instalments, during the deferred period,
in case no malus triggers are applicable. Details of MRTs and MRCs are given below:

2023 2022
Employees Covered under: Numbers -----
Material Risk Takers (MRTs) 78 66
Material Risk Controllers (MRCs) 52 43
130 109
Movement of deferred remuneration
Opening 35,392 43,829
Deferred during the year 21,379 10,024
Paid during the year (22,613) (18,461)
Closing 34,158 35,392
39.2 Remuneration paid to Directors for participation in Board and Committee Meetings
2023
Meeting Fees and Allowances Paid
Board Committees
Board Human
For Board . Resource, Board Risk
St Name of Director Meetings Board AUd't Remuneration Management Boarq T Total Amount
No. Committee - . Committee .
(BAC) & Nomination ~ Committee (BITC) Paid
Committee (BRMC)
(BHRRNC)
Rupees in ‘000

1 Mr. Adil Matcheswala 1,500 - 450 - - 1,950
2 Mr. Sadiq Ali 1,500 600 - 600 - 2,700
3 Ms. Nargis Ghaloo 1,500 600 - - 750 2,850
4 Syed Mumtaz Ali Shah 1,500 - 600 600 - 2,700
5 Mr. Shahnawaz Haider Nawabi * 250 - - 150 - 400
6 Mr. Usman Yousaf Mobin 1,500 - 600 - 750 2,850

Total amount paid 7,750 1,200 1,650 1,350 1,500 13,450

*Mr. Shahnawaz Haider Nawabi resigned with effect from October 12, 2023
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2022

Meeting Fees and Allowances Paid

Board Committees

Board Human
For Board Resource, Board Risk

f{' Name of Director Meetings Board AUdlt Remuneration  Management Boarq T Total Amount
0. Committee - ) Committee ‘
(BAC) & Nommaﬂon Committee BITO) Paid
Committee (BRMC)
(BHRRNC)
Rupees in ‘000
1 Mr. Adil Matcheswala 1,750 150 600 - 2,500
2 Mr. Hassan Afzal 250 - - - 300 550
3 Mr. Sadiqg Ali 1,000 300 - 300 - 1,600
4 Ms. Nargis Ghaloo 2,000 450 - 150 300 2,900
5 Syed Mumtaz Ali Shah 1,000 - 450 300 - 1,750
6 Mr. Shahnawaz Haider Nawabi 750 150 - 300 - 1,200
7 Mr. Usman Yousaf Mobin 1,000 - 450 - 300 1,750
8  Mr. Ashraf Nawabi - - - - - -
9 Mr. G.M Sikander 750 150 150 - 1,050
10 Mr. Munawar Alam Siddiqui 750 150 - 150 - 1,050
11 Mr. Kalim-ur-Rahman 750 - 150 - 150 1,050
12 Mr. Sohail Aman 750 - 150 - 150 1,050
Total amount paid 10,750 1,350 1,950 1,200 1,200 16,450
40. FAIR VALUE OF FINANCIAL INSTRUMENTS

International Financial Reporting Standard (IFRS) 13, ‘Fair Value Measurement’ defines fair value as the price
that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market

participants at the measurement date.

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. Fair value of unquoted
debt securities, fixed term loans, other assets, other liabilities and fixed term deposits cannot be calculated
with sufficient reliability due to absence of current and active market for assets and liabilities and reliable data

regarding market rates for similar instruments.

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

customer loans and deposits are frequently repriced.

Fair value hierarchy

IFRS 13 requires the Bank to classify fair value measurement using a fair value hierarchy that reflects the
significance of the inputs used in making the measurements. The fair value hierarchy has following levels:

Level 1:  Fair value measurements using quoted prices (unadjusted) in active markets for identical assets or

liabilities that the entity can access at the measurement date.

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 or indirectly.

Level 3: Fair value measurements using unobservable inputs for the asset or liability.
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40.1

40.2

Valuation techniques used in de

termination of fair values within level

| Item |

Valuation approach and input used

Financial instruments - Level 1

Shares of listed companies

Fair values of investments in listed equity securities are valued on the basis of closing
quoted market prices available at the Pakistan Stock Exchange / Bloomberg.

Financial instruments - Level 2

Units of mutual funds

Fair values of investments in units of mutual funds are determined based on redemption
prices disclosed at the Mutual Funds Association of Pakistan (MUFAP) as at the close of
the business days.

Market Treasury Bills (MTB),
Pakistan Investment Bonds
(PIB) and GoP Sukuks

Fair values of Pakistan Investment Bonds, Market Treasury Bills and GoP Sukuks are
derived using PKRV, PKFRV and PKISRV rates.

Debt Securities (TFCs) and
Sukuk other than Government

Investments in debt securities (comprising of Term Finance Certificates, Bonds and any
other security issued by a company or a body corporate for the purpose of raising funds
in the form of redeemable capital) are valued on the basis of the rates announced by
the Mutual Funds Association of Pakistan (MUFAP) in accordance with the methodology
prescribed by the SECP.

Overseas Government Sukuks,
Overseas and Euro Bonds

The fair value of Overseas Government Sukuks, and Overseas Bonds are valued on the
basis of price available on Bloomberg.

Forward foreign exchange
contracts

The valuation has been determined by interpolating the foreign exchange revaluation
rates announced by the State Bank of Pakistan.

Derivatives

The fair values of derivatives which are not quoted in active markets are determined
by using valuation techniques. The valuation techniques take into account the relevant
underlying parameters including foreign currencies involved, interest rates, yield curves,
volatilities, contracts duration, etc.

Financial instruments - Level 3

Currently, no financial instruments are classified in level 3.

cannot be calculated with suffici

The fair value of unquoted debt securities, fixed term loans, other assets, other liabilities, fixed term deposits and borrowings

ent 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.

Non-financial assets - Level 3

Fixed assets - Land and
building

Non-banking assets acquired
in satisfaction of claims

Fixed assets and Non-banking assets under satisfaction of claims are carried at revalued
amounts determined by professional valuers based on their assessment of the market
values as disclosed in note 11 and 13 of these annual unconsolidated financial statements.
The valuations are conducted by the valuation experts appointed by the Bank which
are also on the panel of State Bank of Pakistan. The valuation experts used a market
based approach to arrive at the fair value of the Bank’s properties. The market approach
used 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 qualitative disclosure
of sensitivity has not been presented in these unconsolidated financial statements.

The Bank’s policy is to recogni

se transfers into and out of the different fair value hierarchy levels at the date the

event or change in circumstances that caused the transfer occurred. There were no transfers between levels 1

and 2 during the year.
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40.3

226

The following table provides an analysis of financial assets that are measured subsequent to initial recognition at
fair value, grouped into levels 1 to 3 based on the degree to which the fair value is observable.

On balance sheet financial instruments

Financial assets - measured at fair value

Held-for-trading securities
Investments
Federal Government Securities

Available-for-sale securities
Investments
Federal Government Securities
Shares
Non Government Debt Securities
Foreign Securities
Open end mutual funds

Financial assets - disclosed
but not measured at fair value
Investments
Federal Government Securities

Non-financial assets - measured
at fair value
Revalued fixed assets
Non-banking assets acquired
in satisfaction of claims

Off balance sheet financial instruments

Commitments in respect of:

Forward foreign exchange contracts
Purchase
Sale

2023
Level 1 Level 2 Level 3 Total
———————————————————————— Rupees in ‘000 -- --

- 47,925 - 47,925
- [1140,379,243 - 11140,379,243
3,444,798 - - 3,444,798
- 424,118 - 424,118
77,773 18,644,141 - 18,721,914
3,522,571 159,447,502 - 162,970,073
- 100,310,906 - 100,310,906
3,522,571 259,806,333 - 263,328,904
- - 4,200,345 4,200,345
- - 5,296,256 5,296,256
- - 9,496,601 9,496,601
- 69,922,737 - 69,922,737
- 47,730,717 - 47,730,717
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2022
Level 1 Level 2 Level 3 Total
On balance sheet financial instruments -- -- --- Rupees in ‘000 -- -- -- -
Financial assets - measured at fair value
Held-for-trading securities
Investments
Federal Government Securities - 33,431 - 33,431
Available-for-sale securities
Investments
Federal Government Securities -11143,386,012 -11143,386,012
Shares 5,132,677 - - 5,132,677
Non Government Debt Securities - 494,174 - 494174
Foreign Securities 306,438 807,635 - 1,114,073
Open end mutual funds - 502,298 502,298
5,439,115 145,190,119 - 150,629,234
Financial assets - disclosed
but not measured at fair value
Investments
Federal Government Securities - 147,022,393 - 147,022,393
5,439,115 292,245,943 - 297,685,058
Non-financial assets - measured
at fair value
Revalued fixed assets - - 3,748,375 3,748,375
Non-banking assets acquired
in satisfaction of claims - - 3,772,225 3,772,225
- - 7,520,600 7,520,600
Off balance sheet financial instruments
Commitments in respect of:
Forward foreign exchange contracts
Purchase - 40,275,960 - 40,275,960
Sale - 26,862,267 - 26,862,267
Derivative instruments
Cross currency swaps
Purchase - 247,888 - 247,888
Sale - 248,598 - 248,598
Forward Securities
Purchase - 187,617 - 187,617
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SEGMENT INFORMATION

Segment details with respect to business activities:

Profit and loss account

Net mark-up / return / interest / (expense)
Inter segment revenue - net

Non mark-up / return / income
Total income / (loss)

Segment direct expenses

Inter segment expense allocation
Total expenses

Provisions and write offs - net
Profit / (loss) before tax

Profit and loss account

Net mark-up / return / interest / (expense)
Inter segment revenue - net

Non mark-up / return / income / (10ss)
Total income / (loss)

Segment direct expenses

Inter segment expense allocation
Total expenses

Provisions and write offs - net
Profit / (loss) before tax

2023

Retall ~ COTPOrae/ nmtion

- Commercial ~ Treasury - Zindigi Others Total

Banking : & Institutional

Banking .
Banking
Rupees in ‘000
(18,147,969) 1,366,455 40,772,877 40,981 (41,042) (1,582,264) 22,409,038
39,060,261 5,351,630 (43,356,182) 2,239,041 370,085  (3,664,835)

2,157,752 1,769,765 5,031,291 1,204,117 221,674 1,819,973 12,204,572
23,070,044 8,487,850 2,447,986 3,484,139 550,717  (3,427,126) 34,613,610
10,773,253 709,529 204,588 || 1,210,569 || 3,844,032 || 6,549,172 || 23,291,143

4,366,111 748,367 216,912 168,461 527,087 || (6,026,938) -
15,139,364 1,457,896 421,500 1,379,030 4,371,119 522,234 23,291,143

586,806 2,088,308 - 121,568 - 10,611 2,807,293

7,343,874 4,941,646 2,026,486 1,983,541 (3,820,402) (3,959,971) 8,515,174

2022
Retal  COPOrate/ ||:tveerf1targ§2ta|
‘ Commercial Treasury - Zindigi Others Total
Banking ‘ & Institutional
Banking ‘
Banking
Rupees in ‘000
(7,783,106) (771,400) 25,444,706 (849,625) (27,846)  (1,156,727) 14,856,002
21,431,299 4,599,762  (29,145,431) 2,235,374 248,679 630,317

1,362,323 1,394,562 1,922,541 379,548 254,167 (13,109) 5,300,032
15,010,616 5222924  (1,778,184) 1,765,297 475,000 (639,519) 20,156,034

8,689,874 701,063 182,946 613,574 || 1,720,424 || 5,018,125 || 16,926,006

3,367,501 716,718 177,440 136,106 488,862 || (4,886,627)

12,067,375 1,417,781 360,386 749,680 2,209,286 131,498 16,926,006
488,632 470,398 - 121,568 18,190 1,098,788
2,464,509 3,334,745  (2,138,570) 894,049  (1,734,286) (689,207) 2,131,240
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2023
Retail ~ Corporate/ ntomatons
. Commercial ~ Treasury - Zindigi Others Total
Banking : & Institutional
Banking .
Banking
Rupees in ‘000
Statement of financial position
Cash and bank balances 6,601,476 3,633 29,255,325 1,673,716 1,072,267 6,016,104 44,622,521
Lendings to financial institutions - - - - - - -
Investments - - 241,068,907 22,083,318 - 24,326,630 287,478,855
Net inter segment lending 237,203,038 41,050,823 - 7,114,783 2,745,472 - 288,114,116
Advances - performing 73,093,100 |[112,007,279 - 7,267,979 - 5,233,978 | (197,602,336
Advances - non-performing 6,589,395 9,526,666 - 27,685 - 40,704 || 16,184,450
Advances - provisions - net (2,932,017) || (7,065,190) - (21,976) - (40,703) | |(10,059,886)
76,750,478 114,468,755 - 7,273,688 - 5,233,979 203,726,900
Others - - - - - 53,604,182 53,604,182
Total Assets 320,554,992 155,523,211 270,324,232 38,145,505 3,817,739 89,180,895 877,546,574
Borrowings 7,749,336 17,572,794 1,900,349 - - - 27,222,479
Deposits and other accounts 305,980,179 137,568,824 - 38,098,734 3,817,739 817,302 486,282,778
Subordinated debt - - - - - 8,497,767 8,497,767
Net inter segment borrowing - - 268,423,883 - - 19,690,233 288,114,116
Others 6,825,477 381,593 - 46,771 - 19,853525 27,107,366
Total Liabilities 320,554,992 155,523,211 270,324,232 38,145,505 3,817,739 48,858,827 837,224,506
Equity - - - - - 40,322,068 40,322,068
Total Equity and Liabilities 320,554,992 155,523,211 270,324,232 38,145,505 3,817,739 89,180,895 877,546,574
Contingencies and Commitments 77,650,720 37,673,689 120,272,393 - - 911,638 236,508,440
2022
Retal ~ COPOrate/ [
. Commercial Treasury - Zindigi Others Total
Banking . & Institutional
Banking }
Banking
Rupees in ‘000
Statement of financial position
Cash and bank balances 8,312,648 29,020 17,775,749 444,034 3,952 - 26,565,403
Lendings to financial institutions - - 11,361,162 - - - 11,351,162
Investments - 1,786,820 297,472,425 2,064,697 - 2,140,921 303,464,863
Net inter segment lending 206,405,581 59,911,095 - - 2,878,830 - 269,195,506
Advances - performing 75,221,124 (141,415,256 - - 407 5,675,996 (222,212,783
Advances - non-performing 6,699,317 9,528,889 - - - 83,681 || 16,311,887
Advances - provisions - net (3,269,248) || (4,141,732) - - - (11,874) || (7,422,854)
78,651,193 146,802,413 - - 407 5,647,803 231,101,816
Others - - - - - 44232249 44,232,249
Total Assets 293,369,422 208,529,348 326,599,336 2,508,731 2,883,189 52,020,973 885,910,999
Borrowings 8,350,957 24,594,549 64,862,710 - - 97,808,216
Deposits and other accounts 277,923,067 183,325,314 - 350 2,883,189 - 464,131,920
Subordinated debt - - - - - 6,995,000 6,995,000
Net inter segment borrowing - - 261,736,626 2,508,381 - 4,950,499 269,195,506
Others 7,095,398 609,485 - - - 18,528,855 26,233,738
Total Liabilities 293,369,422 208,529,348 326,599,336 2,508,731 2,883,189 30,474,354 864,364,380
Equity - - - - - 21,546,619 21,546,619
Total Equity and Liabilities 293,369,422 208,529,348 326,599,336 2,508,731 2,883,189 52,020,973 885,910,999
Contingencies and Commitments 63,653,775 25,780,043 86,645,804 - - 1,701,657 177,781,279
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Segment details with respect to geographical locations

Profit and loss account

Net mark-up / return / interest / (expense)

Inter segment revenue - net

Non mark-up / return / interest income

Total income

Segment direct expenses

Inter segment expense allocation
Total expenses

Provisions and write offs - net
Profit before tax

Statement of financial position
Cash and bank balances
Lendings to financial institutions
Investments

Net inter segment lending
Advances - performing
Advances - non-performing
Advances - provisions - net

Others
Total Assets

Borrowings

Deposits and other accounts
Subordinated debts

Net inter segment borrowing
Others

Total Liabilities

Equity

Total Equity and Liabilities

Contingencies and Commitments

2023
Pakistan Bahrain Total
————————— Rupees in ‘000 ----------

21,683,961 725,077 22,409,038
(272,747) 272,747 -
11,952,679 251,893 12,204,572
33,363,893 1,249,717 34,613,610
22,936,072 355,071 23,291,143
(55,701) 55,701 -
22,880,371 410,772 23,291,143
2,707,532 99,761 2,807,293
7,775,990 739,184 8,515,174
43,077,212 1,545,309 44,622,521
267,258,915 20,219,940 287,478,855
288,114,116 288,114,116
194,292,037 3,310,299 197,602,336
16,184,450 - 16,184,450
(10,037,992) (21,894) (10,059,886)
200,438,495 3,288,405 203,726,900
53,595,036 9,146 53,604,182
852,483,774 25,062,800 877,546,574
27,222,479 - 27,222,479
463,280,458 23,002,320 486,282,778
8,497,767 - 8,497,767
288,114,116 - 288,114,116
26,936,798 170,568 27,107,366
814,051,618 23,172,888 837,224,506
38,432,156 1,889,912 40,322,068
852,483,774 25,062,800 877,546,574
224,139,056 12,369,384 236,508,440
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2022
Pakistan Bahrain Total

Profit and loss account oot Rupees in ‘000 ----------
Net mark-up / return / interest / (expense) 14,525,553 330,449 14,856,002
Inter segment revenue - net 11,864 (11,864) -
Non mark-up / return / interest income 5,350,069 (50,037) 5,300,032
Total income 19,887,486 268,548 20,156,034
Segment direct expenses 16,703,401 222,605 16,926,006
Inter segment expense allocation (45,239) 45,239 -
Total expenses 16,658,162 267,844 16,926,006
Provisions and write offs - net 1,034,871 63,917 1,098,788
Profit / (loss) before tax 2,194,453 (63,213) 2,131,240
Statement of financial position
Cash and bank balances 24,053,284 2,512,119 26,565,403
Lendings to financial institutions 11,351,162 - 11,351,162
Investments 301,678,033 1,786,830 308,464,863
Net inter segment lending 248,915,202 2,060,521 250,975,723
Advances - performing 216,662,671 5,550,112 222,212,783
Advances - non-performing 16,311,887 - 16,311,887
Advances - provisions - net (7,411,354) (11,500) (7,422,854)

225,563,204 5,638,612 231,101,816
Others 44,125,801 106,448 44,232,249
Total Assets 855,686,686 12,004,530 867,691,216
Borrowings 97,808,216 - 97,808,216
Deposits & other accounts 454,722,388 9,409,532 464,131,920
Subordinated debts 6,995,000 - 6,995,000
Net inter segment borrowing 248,915,202 2,060,521 250,975,723
Others 26,122,029 111,709 26,233,738
Total Liabilities 834,562,835 11,581,762 846,144,597
Equity 21,128,851 422,768 21,546,619
Total Equity and Liabilities 855,686,686 12,004,530 867,691,216
Contingencies and Commitments 175,239,540 2,541,739 177,781,279
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42. TRUST ACTIVITIES

The Bank undertakes Trustee and other fiduciary activities that result in the holding or placing of assets on behalf
of individuals and other organisations. These are not assets of the Bank and, therefore, are not included as such
in these unconsolidated financial statements. Assets held under trust are shown in the table below:

2023
Securities Held (Face Value)
Category No. of IPS Market Pakistan Government Total
Accounts . Investment .
Treasury Bills liara Sukuk
Bonds
Rupees in ‘000
Charitable Institutions 7 1,927,200 508,000 168,000 2,603,200
Companies 16 3,947,350 1,881,300 - 5,828,650
Employees Funds 45 19,141,120 20,399,700 1,596,840 41,137,660
Individuals 125 7,026,695 420,600 27,600 7,474,895
Insurance Companies 9 132,870,725 71,372,000 24,131,500 228,374,225
Others 8 6,479,975 2,627,100 20,000 9,127,075
Total 210 171,393,065 97,208,700 25,943,940 294,545,705
2022
Securities Held (Face Value)
Category No. oIS Market Treasury Pakistan Government Total
Accounts ) Investment :
Bills liara Sukuk
Bonds
Rupees in ‘000
Charitable Institutions 19 1,076,100 313,000 168,000 1,557,100
Companies 53 30,672,525 7,904,000 - 38,576,525
Employees Funds 191 12,679,225 11,565,000 1,298,340 25,542,565
Individuals 175 2,354,150 316,400 18,500 2,689,050
Insurance Companies 96 70,726,200 97,163,500 15,275,500 183,165,200
Others 31 3,177,175 3,491,600 - 6,668,775
Total 565 120,685,375 120,753,500 16,760,340 258,199,215
43. RELATED PARTY TRANSACTIONS

The Bank has related party transactions with its parent, directors, key management personnel, subsidiaries,
associates and other related parties.

The Bank enters into transactions with related parties in the ordinary course of business and substantially the
same terms as for comparable transactions with person of similar standing. 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.
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Details of transactions with related parties, other than those which have been specially disclosed elsewhere in these unconsolidated financial statements are as follows:

2023
Parent Directors Key management Subsidiaries Associates Other rglated
personnel parties
Rupees in ‘000

Statement of Financial Position
Lendings to financial institutions
Opening balance - - - - - -
Addition during the year - - - 45,459,800 - 116,405,200
Repaid during the year - - - (45,459,800) - (116,405,200)
Transfer in / (out) - net - - - - - -
Closing balance - - - - R R
Investments
Opening balance - - - 1,919,121 269,800 5,067,465
Investment made during the year - - - 17,814,959 - 1,290,000
Investment redeemed / disposed off during the year - - - - - (1,790,000)
Deficit on investments - - - - - (777,060)
Transfer in / (out) - net - - - 1,153,195 - (1,153,195)
Closing balance - - - 20,887,275 269,800 2,637,210
Provision for diminution in value of investments - - - - 70,871 -
Advances
Opening balance - - 498,310 - 232,166 1,342,159
Addition during the year - 1,997 174,782 - - 8,810,838
Repaid during the year - (2,240) (170,324) - (46,433) (8,243,696)
Transfer in / (out) - net - 490 (20,739) - - 13,628
Closing balance - 247 482,029 - 185,733 1,922,929
Provision held against advances - - - - - -
Other Assets
Mark-up / return / interest accrued - - 426 - 12,869 32,471
Receivable against bancassurance / bancatakaful - - - - - 15,358
Prepaid insurance - - - - - 587
Advance against investment in securities - - - - - 1,178,306
Provision against other assets - - - - - -
Borrowings
Opening balance - - - - - -
Borrowings during the year - - - - - -
Settled during the year - - - - - -
Transfer in / (out) - net - - - - - -
Closing balance - - - - - -
Deposits and other accounts
Opening balance 130,430 290 47,853 1,374,281 2,621 12,800,727
Received during the year 20,697,001 2,406 946,674 258,359,484 2,167,505 181,116,923
Withdrawn during the year (20,746,742) (2,327) (946,477) (258,729,557) (2,158,470) (187,829,237)
Transfer in / (out) - net - - (6,116) - 5,239 (219,483)
Closing balance 80,689 369 41,934 1,004,208 16,895 5,868,930
Subordinated debt
Opening balance - - - - - 124,714
Issued during the year - - - - - 20,000
Redeemed during the year - - - - - (124,714)
Transfer in / (out) - net - - - - - -
Closing balance - - - - - 20,000
Other Liabilities
Mark-up / return / interest payable on deposits - - - - - 16,403
Mark-up / return / interest payable on subordinated debt - - - - - 13
Payable to defined benefit plan - - - - - 133,191
Donation payable - - - - - 169,813
Others payable 400 - - - - -
Contingencies and Commitments
Letter of guarantee - - - - - 15,141
Letter of credit - - - - - 516,329
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2022
Parent Directors Key management Subsidiaries Associates Other rglated
personnel parties
Rupees in ‘000
Statement of Financial Position
Lendings to financial institutions
Opening balance - - - - - -
Addition during the year - - - - - 96,591,372
Repaid during the year - - - - - (96,591,372)
Transfer in / (out) - net - - - - - -
Closing balance
Investments
Opening balance - - - 1,919,121 269,800 4,734,303
Investment made during the year - - - - - 4,245,951
Investment redeemed / disposed off during the year - - - - - (3,550,000)
Deficit on investments - - - - - (362,789)
Transfer in / (out) - net - - - - - -
Closing balance - - - 1,919,121 269,800 5,067,465
Provision for diminution in value of investments - - - - 48,000
Advances
Opening balance - 125,769 458,181 96,775 442,315 3,929,319
Addition during the year - - 367,341 7,411 26,550 4,769,450
Repaid during the year - - (121,474) (104,186) (236,699) (6,716,615)
Transfer in / (out) - net - (125,769) (205,738) - - (639,995)
Closing balance - - 498,310 - 232,166 1,342,159
Provision held against advances
Other Assets
Mark-up / return / interest accrued - 697 - 8,010 19,745
Receivable against bancassurance / bancatakaful - - - - - 17,498
Prepaid insurance - - - - - 34,933
Net defined benefit plan - - - - - 119,523
Advance against investment in securities - - - - - 1,178,306
Other receivable - - - - - 14,249
Provision against other assets - - - - - 379
Borrowings
Opening balance - - - - - -
Borrowings during the year - - - - - 312,787,717
Settled during the year - - - - - (312,787,717)
Transfer in / (out) - net - - - - - -
Closing balance
Deposits and other accounts
Opening balance 912,327 214,211 42,227 1,354,967 41,310 14,572,975
Received during the year 15,376,414 62,632 823,876 353,446,011 1,494,000 191,456,450
Withdrawn during the year (16,158,311) (62,805) (802,683) (353,426,148 (1,632,689) (192,234,920)
Transfer in / (out) - net - (213,748) (15,567) (549) - (993,778)
Closing balance 130,430 290 47,853 1,374,281 2,621 12,800,727
Subordinated debt
Opening balance - - - - - 639,776
Issued during the year - - - - - -
Redeemed during the year - - - - - (79)
Transfer in / (out) - net - - - - - (514,983
Closing balance - - - - - 124,714
Other Liabilities
Mark-up / return / interest payable on deposits - - - - - 536,091
Mark-up / return / interest payable on subordinated debt - - - - - 143
Donation payable - - - - - 26,475
Contingencies and Commitments
Letter of guarantee - - - - - 20,398
Letter of credit - - - - - 65,585
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2023
Parent Directors man::gment Subsidiaries Associates Other rglated
personnel parties
Rupees in ‘000
Profit and loss account
Income
Mark-up / return / interest earned - - 23,863 53,081 46,918 371,065
Fee and commission income - 106 1,106 790 10 90,338
Dividend income - - - 1,457 421 - 158,718
Gain on sale of securities - net - - - - - 5,997
Other income - - - 332,658 - -
Provisions and write offs - net
Provision for diminution in value of Investments - net - - - - 22,871 -
Expense
Mark-up / return / interest paid 52,143 - 3,366 412,867 5,954 1,009,748
Commission / charges paid - - - 3,705 - -
Remuneration paid - - 596,652 - - -
Non-executive directors' fee - 13,450 - - - -
Net charge for defined contribution plans - - - - - 312,365
Net charge for defined benefit plans - - - - - 111,970
Insurance expense - - - - - 136,765
Donation - - - - - 170,313
Advisory fee - - - - - 10,917
Consultancy charges - - - - - 56,922
Other expenses 1,200 - 150 - - -
Payments made during the year
Insurance premium paid - - - - - 91,908
Insurance claims settled - - - - - 7,874
Other Transactions
Sale of Government Securities - - 175,594 - - 222,995,909
Purchase of Government Securities - - 309,485 12,298 - 22,146,983
Sale of Foreign Currencies - - - 12,519,965 - 36,568,435
Purchase of Foreign Currencies - - - 21,555,423 - 25,422,778
Purchase of Shares of Subsidiary 5,444,290 - - - - 3,130,507
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Profit and loss account

Income

Mark-up / return / interest earned
Fee and commission income
Dividend income

Gain on sale of securities - net

Provisions and write offs - net
Provision for diminution in value of Investments -

Expense

Mark-up / return / interest paid
Commission / charges paid
Remuneration paid

Non-executive directors' fee

Net charge for defined contribution plans
Net charge for defined benefit plans
Insurance expense

Donation

Advisory fee

Consultancy charges

Other expenses

Payments made during the year
Insurance premium paid
Insurance claims settled

Other Transactions

Sale of Government Securities

Purchase of Government Securities
Purchase of Non - Government Securities
Sale of Foreign Currencies

Purchase of Foreign Currencies
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2022

Key management

personnel Associates

Parent Directors Subsidiaries

Other related
parties

Rupees in ‘000

24,842 1,265
14 221 4

44,745
1,291

net

2,237 191,128 2,015
1,672 -
B - 498,160 - -

- 16,450 - - -

78,710

357

3,884,797 121,297
- - - 5,163

289,928
94,752
72,401
14,346

62,151

1,839,975

263,085
93,228
318,775
40,978
6,751
7,000
713

309,934
6,749

149,487,966
84,662,759
206,041
84,401,283
77,076,713
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44. CAPITAL ADEQUACY, LEVERAGE 2023 2022
RATIO & LIQUIDITY REQUIREMENTS - Rupees in ‘000 -----
Minimum Capital Requirement (MCR):
Paid-up capital (net of losses) 20,506,625 10,119,242
Capital Adequacy Ratio (CAR):
Eligible Common Equity Tier 1 (CET 1) Capital 17,247,260 18,161,246
Eligible Additional Tier 1 (ADT 1) Capital 2,500,000 2,500,000
Total Eligible Tier 1 Capital 19,747,260 20,661,246
Eligible Tier 2 Capital 5,907,060 4,097,720
Total Eligible Capital (Tier 1 + Tier 2) 25,654,320 24,758,966
Risk Weighted Assets (RWAs):
Credit Risk 158,394,680 || 153,443,431
Market Risk 1,788,170 970,174
Operational Risk 44,504,940 32,322,263
Total 204,687,790 186,735,868
The SBP through its BSD Circular No. 07 dated April 15, 2009 has prescribed the minimum paid-up capital (net
of accumulated losses) for banks to be raised to Rs.10,000 million by the year ending December 31, 2013. The
paid-up capital of the Bank as at December 31, 2023 stood at Rs. 20,506.525 million (2022: Rs. 10,119.242
million) and is in compliance with SBP requirements.
The Banks are also required to maintain a minimum Capital Adequacy Ratio (CAR) of 10.0% plus capital
conservation buffer of 1.5% of the risk weighted exposures of the Bank. Further, under Basel Il instructions,
Banks are also required to maintain a Common Equity Tier 1 (CET 1) ratio and Tier 1 ratio of 7.5% and 9.0%,
respectively (inclusive of Capital Conservation Buffer). As at December 31, 2023 the Bank is fully compliant with
prescribed ratios, as the Bank’s CAR is 12.53% whereas CET 1 and Tier 1 ratios stood at 8.43% and 9.65%
respectively. The Bank has complied with all capital requirements throughout the year.
Under the current capital adequacy regulations, credit risk and market risk exposures are measured using the
Standardized Approach and operational risk is measured using the Basic Indicator Approach. Credit risk mitigants
are also applied against the Bank’s exposures based on eligible collateral under comprehensive approach.
2023 2022
————— Rupees in ‘000 -----
Common Equity Tier 1 Capital Adequacy ratio 8.43% 9.73%
Tier 1 Capital Adequacy Ratio 9.65% 11.06%
Total Capital Adequacy Ratio 12.53% 13.26%
Leverage Ratio (LR):
Eligible Tier 1 Capital 19,747,260 20,661,246
Total Exposures 646,271,336 683,834,651
Leverage Ratio 3.06% 3.02%
Liquidity Coverage Ratio (LCR):
Total High Quiality Liquid Assets 156,090,413 141,619,653
Total Net Cash Outflow 80,778,281 74,673,572
Liquidity Coverage Ratio 193.23% 189.65%
Net Stable Funding Ratio (NSFR):
Total Available Stable Funding 443,311,118 369,449,898
Total Required Stable Funding 302,819,828 294,199,283
Net Stable Funding Ratio 146.39% 125.58%
441 The link to the full disclosure is available at https://jsbl.com/knowledge-centre/investor-information/
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RISK MANAGEMENT

Risk Management is a discipline at the core of every financial institution and encompasses all the activities that
affect its risk profile. At the Bank, it involves identification, measurement, monitoring and controlling risks to
ensure that:

o0

f)
9

The individuals who take or manage risks clearly understand it;

The Bank's Risk exposure is within the limits established by Board of Directors (BoD);
Risk taking decisions are in line with the business strategy and objectives set by BoD;
The expected payoffs compensate for the risks taken;

Risk taking decisions are explicit and clear;

Sufficient capital as a buffer is available to take risk; and

Risk management function is independent of risk taking unit.

The Bank has a comprehensive set of Risk Management policies, practices and procedures which enable
the Bank to take into consideration, in an appropriate manner, all major kinds of risks mainly credit, market,
liquidity, operational and IT security risks. Keeping in view the dynamics of internal and external environment,
Bank regularly review and updates its Risk Management policies and procedures in accordance with regulatory
environment and international standards.

Risk Management activities remain at the forefront of all activities of the Bank which places the highest priority on
conducting its business in a prudent manner in line with the relevant laws and regulatory requirements.

Risk management framework of the Bank includes:

a)

b)

Clearly defined risk management policies and procedures covering risk identification, acceptance,
measurement, monitoring, reporting and control;

Well constituted organizational structure, defining clearly roles and responsibilities of individuals involved
in risk taking as well as managing it. The Bank, in addition to risk management functions for various
risk categories, has instituted an Integrated Risk Management Committee (IRMC), Portfolio Management
Committee (PMC), Operational Risk Management Committee (ORMC), Remedial Management Committee
(RMC) as well as Central Credit Committee (CCC). IRMC oversees the overall risk management at the Bank
and provides guidance in setting strategic targets as well as concentration limits and monitor progress
related to earnings growth, keeping in view the capital constraints and also adheres to the concentration
limits. The IRMC monitors the strategic target and aggregate limits at the Business Group level and
concentration limits (by industry, geography, size, tenor) so that one category of assets or dimension of risk
cannot materially harm the performance of the Bank. PMC monitors the advances portfolio, concentrations
limits, aggregate limits at business level and various house keeping elements under Credit Administration.
ORMC oversees the effectiveness of operational risk management for maintenance and implementation
of operational risk management framework. It also monitors the Business Continuity Planning and reviews
findings of any other management or board’s sub committee. Remedial Management Committee (RMC)
oversees the progress of non performing loans and cases under litigation along with the recommendation
of transferring of any NPL to Corporate Restructuring Company (CRC). Whereas, Central Credit Committee
(CCQ) is entrusted with the responsibility of monitoring lending risk profile of the Bank. CCC meets regularly
to actively supervise credit risk across its lending portfolio;

An effective management information system that ensures flow of information from operational level to top
management and a system to address any exceptions observed; and

A mechanism to ensure an ongoing review of systems, policies and procedures for risk management and
procedures to adopt changes.
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While the overall responsibility of risk management rests with the BoD, it is the duty of Senior Management to
devise risk management strategy by setting up well defined policies and procedures for mitigating / controlling
risks, duly approved by the Board.

Giving due consideration to the above, the Bank has put in place the following hierarchy of Risk Management:
- Board Risk Management Committee (BRMC);

- Integrated Risk Management Committee (IRMC) comprises of the President / Chief Executive Officer (CEQ),
Chief Risk Officer, Chief Operating Officer, Chief Credit Officer, Chief Financial Officer, Chief Compliance
Officer, Group Head Operations, Group Head Retail Banking, and Head of Human Resources;

- Asset - Liability Committee (ALCO) comprises of the President / CEQO, Treasurer, Chief Risk Officer, Chief
Credit Officer, Group Head Investment, International and Institutional Banking, Chief Financial Officer and
attended by Other Business Heads;

- Central Credit Committee (CCC) comprising of the President / CEO, Chief Operating Officer, Chief Credit
Officer, Head Corporate Banking, Head Commercial Banking, Group Head Emerging Corporate, and Head
of Environmental Risk (for environmental risk only);

; Portfolio Management Committee (PMC) comprises of President / CEO, Chief Operating Officer, Chief
Risk Officer, Chief Credit Officer, Head Corporate Banking, Head Commercial Banking, Group Head
Retail Banking, Heads of Credit Risk, Head CAD, Head of Consumer Risk, and Head Enterprise Risk
Management;

- Operational Risk Management Committee (ORMC) comprises of the President / CEO, Chief Operating
Officer, Chief of Staff, Chief Risk Officer, Chief Compliance Officer, Chief Information Officer, Group Head
Operations, Head of Human Resources, Chief Digital Officer, Group Head Retail Banking, Head Customer
Experience, Head Branch Banking Operations and Head Enterprise Risk Management;

- Remedial Management Committee (RMC) comprises of President / CEO, Chief Risk Officer, Chief Credit
Officer, Chief of Staff, Chief Operating Officer, Chief Financial Officer, Head of SAM, Head of CAD, Credit
Risk Heads and Head of Legal;

- IT Steering Committee (ITSC) comprises of President / CEO, Chief Operating Officer, Chief Risk Officer,
Group Head Operations, Chief Information Officer, Chief Information Security Officer, Chief Officer-Zindigi,
Chief Digital Officer, Chief Compliance Officer, and Head of SPIU;

- Risk Management Group (RMG), a dedicated and independent set-up headed by Chief Risk Officer (CRO)
and comprises of Heads of Market & Liquidity Risks, Operational Risk & BCP and Treasury Middle Office,
Consumer & Program Lending Risk, Information Security, Agricultural Credit Risk, Digital Risk & Strategic
Projects & Quantitative Analysis, Credit Administration (CAD), Special Assets Management (SAM), and
Enterprise Risk Management;

Credit Risk Group (CRG) is also an independent function to business and is headed by Chief Credit Officer

(CCOQO). Credit Risk Heads dealing in corporate, emerging corporate, middle market, small & medium
enterprises, financial institutions and international operations are reporting into CCO.
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Risk Matrix / Categories

The Bank, in common with other banks, generates its revenues by accepting Country, Credit, Liquidity, Interest
Rate Risk in the Banking Book, Market, Operational and other risks. Effective management of these risks is the
decisive factor in the Bank’s profitability.

Risk Appetite

The Bank’s risk appetite is reflected in its endeavours to maintain a favourable credit rating and encompasses
the following:

- The business strategy

- The expectations of stakeholders at different time horizons

- The characteristics of the risk-bearing entities

- The nature and characteristics of the risks undertaken

- The possible spread of risk situations across organizational units, assets-at-risk, and future time horizons.

Risk appetite drives business activity. It combines anticipations in risk and profitability with management
preferences to control capital and resource allocation, as well as the distribution of exposure across activities
and portfolios.

The Bank’s hedging strategy is embedded in its risk management practices for addressing material categories
of risk.

451 Credit Risk

Credit risk is the risk which arises with the possibility that one party to a financial instrument will fail to discharge
its obligation and cause the other party to incur a financial loss. Credit risk is managed in terms of credit policies,
approved by the BoD and regulations issued by the SBP. The Bank is exposed to credit risk on loans and
advances, fund placements with financial institutions and certain investments.

Credit risk management is an ongoing process. The overall credit policy and the credit risk instructions are issued
by the BoD. In this regards, a Central Credit Committee (CCC) is entrusted with the responsibility of monitoring
lending risk profile of the bank. In order to maintain healthy growth of the credit portfolio, the Bank’s Credit Risk
Management processes are consistently upgraded and improved to meet future challenges.

The Bank’s strategy is to minimize credit risk through product, geography, industry and customer diversification.
Credit limits are established for all counter-parties after a careful assessment of their credit worthiness. An effective
credit granting procedure, which requires pre-sanction evaluation of credit proposal, adequacy of security and
pre-disbursement examination of charge documents is in place and managed by Credit Risk Group (CRG), Risk
Management Group (RMG) & Credit Administration Department (CAD). The Bank maintains a sound portfolio
diversified in nature to counter the risk of credit concentration and further confines risk through diversification of
its assets by geographical and industrial sector. For managing impaired assets in the portfolio, the Bank follows
the Prudential Regulations and Risk Management guidelines issued by SBP and the Remedial Management
Policy approved by the Board.

4511  Credit risk: Standardised Approach
The Bank has adopted the Standardised Approach of Basel Il for risk weighing its Credit Risk Exposures.

The following table illustrates the approved External Credit Assessment Institutions (ECAIs) whose ratings are
being utilised by the Bank with respect to material categories of exposures:
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Exposures VIS PACRA MOODY'S FITCH S&P
Corporate v v - - -
Banks v v v v v
SME's (retall

exposures) v v - - -
Sovereigns v v v v v
Securitisations N/A N/A N/A N/A N/A
Others (specify) N/A N/A N/A N/A N/A

The Bank has used Issue Specific Ratings for rating / risk weighing Issue Specific Exposures and Entity Ratings
for rating / risk weighing claims against specific counterparties. Both short and long term ratings have been used

to rate corresponding short and long term exposures. For this purpose, Mapping Grid provided by SBP as given
below:

Long - Term Ratings Grades Mapping

SB&Z‘;"S”Q PACRA JCR-VIS Fitch Moody's S8P ECA Scores
AAA AAA AAA Aaa AAA
’ AA+ AA+ AA+ Aa AA+ ’
AA AA AA Aa2 AA
AA- AA- AA- Aa3 AA-
A+ A+ A+ A1l A+
2 A A A A2 A 2
A- A- A- A3 A-
BBB BBB+ BBB Baat BBB
3 BBB BBB BBB Baa2 BBB 3
BBB- BBB- BBB- Baa3 BBB-
BB+ BB+ BB+ Ba1 BB+
4 BB BB BB Ba2 BB 4
BB- BB- BB- Ba3 BB-
B+ B+ B+ B1 B+
5 B B B B2 B 56
B- B- B- B3 B-
CCC+ CCC+ CCC+ Caat CCC+
6 and and and and and 7
below below below below below
Short - Term Ratings Grades Mapping
SBP Rating PACRA JCR-VIS Fitch Moody’s S&P
Grade
S A-1 A-1 F1 P-1 A-1+, A-1
S2 A-2 A-2 F2 P-2 A-2
S3 A-3 A-3 F3 P-3 A-3
S4 Others Others Others Others Others
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45.1.2  Policies and processes for collateral valuation and management as regards Basel Il;

For Credit Risk Mitigation purposes the Bank uses only the eligible collaterals under Comprehensive Approach of
Credit Risk Mitigation under Standardised Approach as prescribed by SBP under Circular No. 08 dated June 27,
2006, which includes Cash and Cash Equivalent Securities including Government Securities like Cash Margins,
Lien on Bank Accounts, Foreign Deposit Receipts, Term Deposit Receipts, Pledge of Defense Saving Certificates,
Regular Income Certificates, Special Saving Certificates, Market Treasury Bills and Pakistan Investment Bonds
etc. and Shares, Term Finance Certificates (TFCs) and Mutual Funds Listed on the Main Index.

Under the Bank’s policy all collaterals are subject to periodic valuations to monitor the adequacy of margins held.
Shares / Marketable securities are valued by the Bank on daily basis to calculate the Drawing Power (DP). In
case of any shortfall in the requisite margins, the DP is adjusted to the appropriate level and the business units
are informed to take appropriate action as per the agreement with the customer.

Particulars of Bank’s significant on-balance sheet credit risk in various sectors are analysed as follows:

Gross lendings Non-performing lendings Provision held
2023 2022 2023 2022 2023 2022
45.1.3 Lendings to financial institutions Rupees in ‘000
Credit risk by public / private sector
Public / Government - - - - -
Private - 11,351,162 - - -
- 11,351,162 - - -
Gross investments Non-performing investments Provision held
2023 2022 2023 2022 2023 2022
451.4 Investment in debt securities Rupees in ‘000

Credit risk by industry sector
Financial 262,071,655 296,336,581 - - 313,800 178,659
Hotel and tourism 1,136,886 1,198,506 27,733 27,733 27,733 27,733
Telecommunication 593,446 143,446 143,446 143,446 143,446 143,446
Fertilizer 131,928 140,133 131,928 140,133 131,928 140,133
Oil and gas - 44,083 - - -
Chemical and pharmaceuticals 8,331 41,667 - - -
Others - 679,632 - - - 394

263,942,246 298,584,048 303,107 311,312 616,907 490,365
Credit risk by public / private sector
Public / Government 243,045,809 295,853,043 - - 124,556 49,083
Private 20,896,437 2,731,005 303,107 311,312 492,351 441,282

263,942,246 298,584,048 303,107 311,312 616,907 490,365
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45.1.5

Gross Advances Non-performing Advances Provision held
2023 2022 2023 2022 2023 2022
Advances Rupees in ‘000
Credit risk by industry sector
Individuals 49,522,983 50,198,482 2,329,709 1,985,198 1,078,344 1,070,151
Food, tobacco and beverages 29,842,122 31,424,819 1,789,276 1,835,668 1,227,313 1,060,549
Textile 23,708,886 26,878,066 1,228,860 646,582 746,854 485,444
Alrlines 18,570,899 23,586,879 - - - -
Power and water 685,592 14,955,253 145,066 145,681 133,671 101,868
Wholesale and retail trade 9,065,892 13,382,430 1,477,017 649,156 279,096 257,643
Metal and allied 8,503,935 8,580,249 2,314,918 2,325,896 1,680,036 1,485,597
Real estate 10,425,150 7,950,018 1,339,063 3,740,876 1,300,000 130,339
Agriculture 6,334,303 6,958,389 1,437,164 1,035,400 556,153 285,861
Chemical and pharmaceuticals 5,076,736 5,277,368 253,556 258,188 192,282 73,065
Engineering 5,081,056 4,757,477 158,636 377,201 102,362 104,008
Automobile and transportation
equipment 4,098,764 4,499,321 31,323 26,919 15,667 10,041

QOil and gas 4,540,734 4,331,312 303,437 126,321 105,644 62,192
Brokerage 3,136,231 4,271,431 - - - -
Construction 3,882,152 3,867,084 178,926 179,788 26,693 33,968
Fertilizer 3,469,199 3,747,973 1,376,105 1,358,476 1,299,405 1,322,289
Transportation 1,651,317 2,947,512 285,037 239,912 148,629 141,497
Telecommunication 4,163,838 2,503,839 - - - -
Polyester and fiber 2,215,094 2,501,120 689,410 649,381 351,022 214,033
Education and medical 1,782,314 2,349,125 117,788 104,872 50,418 12,605
Paper and allied 2,395,248 2,209,570 64,782 64,782 44,051 33,685
Cement 958,558 1,001,777 - - - -
Sugar 531,253 746,569 200,000 200,000 200,000 200,000
Electronics and electrical appliances 712,682 744,401 - -
Leather 454,052 667,908 5,211 - - -
Hotel and tourism 297,417 474,056 5,638 17,195 5,638 17,195
Financial 3,324,883 204,064 - - - -
Others 9,355,496 7,508,178 453,528 344,395 117,264 108,710

213,786,786 238,524,670 16,184,450 16,311,887 9,660,542 7,210,740
Credit risk by public / private sector
Public / Government 18,570,899 36,403,545 - - - -
Private 195,215,887 202,121,125 16,184,450 16,311,887 9,660,542 7,210,740

213,786,786 238,524,670 16,184,450 16,311,887 9,660,542 7,210,740
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45.1.6  Credit risk by industry sector

Agriculture

Automobile and transportation equipment
Brokerage

Cement

Chemical and pharmaceuticals
Construction

Electronics and electrical appliances
Engineering

Education and medical
Fertilizer

Financial

Food, tobacco and beverages
Hotel and tourism

Individuals

Metal and allied

Oil and gas

Paper and allied

Polyester and fiber

Power and water

Real estate
Telecommunication

Textile

Wholesale and retail trade
Others

Credit risk by public / private sector
Public / Government

Private

45.1.7 Concentration of Advances

Contingencies and Commitments

2023

2022

—————————— Rupees in ‘000 ----------

356,463 1,053,809
2,243,831 3,612,313
5,094,317 993,967

892,004 849,037
2,130,231 1,717,039

32,336,220 38,538,026
3,959,006 894,836
6,583,932 4,388,224

104,839 387,990

6,620,791 3,083,738
116,965,630 58,792,708
8,170,638 6,875,357

551,246 331,635
2,039,580 267,351
2,129,149 4,973,353
3,431,455 4,757,440

499,728 449,955
1,739,175 2,536,066
2,580,604 3,724,962
4,551,937 8,682,120
6,494,377 2,865,240
8,198,320 11,653,487
7,978,712 3,822,320

10,856,255 12,630,306
236,508,440 177,781,279
113,051,623 67,548,849
123,456,817 110,232,430
236,508,440 177,781,279

The Bank’s top 10 exposures on the basis of total (funded and non-funded exposures) aggregated to Rs.

68,633.79 million (2022: Rs. 84,182.30 million) are as following:

Funded
Non Funded
Total Exposure

45.1.7.1 None of the exposure against these top 10 exposures is classified.
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45.1.7.1
45.1.7.2

2023 2022
Note ----- Rupees in ‘000 -----
36,721,558 46,517,846
31,912,228 37,664,454
68,633,786 84,182,300
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45.1.7.2 The sanctioned limits against these top 10 exposures aggregated to Rs. 70,850.56 million (2022: Rs. 89,837.68
million).

45.1.8 Advances - Province / Region-wise Disbursement & Utilization

2023
Utilization
Disbursements - piapy Sindh  KPK&FATA Balochistan Islamabad K& GOt popaiy
Baltistan
Rupees in ‘000
Province / Region
Punjab 90,898,651 90,898,651 - -
Sindh 150,753,568 - 150,753,568 - -
KPK & FATA 3,706,138 - - 3,706,138 -
Balochistan 990,579 - - - 990,579 - -
Islamabad 40,955,191 - - - - 40,955,191 - -
AJK & Gilgit-Baltistan 906,809 - - - - 906,809 -
Bahrain 13,859,548 - - - - - - 13,859,548
Total 302,070,484 90,898,651 150,753,568 3,706,138 990,579 40,955,191 906,809 13,859,548
2022
Utilization
Disourserments o oy Sndh  KPK&FATA Balochistan  Islamabad R8GO pon
Baltistan
Rupees in ‘000

Province / Region
Punjab 85,029,676 85,029,676 -
Sindh 105,629,687 - 105,629,687 -
KPK & FATA 3,857,200 - - 3,857,200 -
Balochistan 204,124 - - - 204,124 -
Islamabad 18,287,516 - - 18,287,516 -
AJK & Gilgit-Baltistan 958,974 - 958,974 -
Bahrain 7,820,824 - - - - - - 7,820,824
Total 221,788,001 85,029,676 105,629,687 3,857,200 204,124 18,287,516 958,974 7,820,824

45.2 Market Risk

Market risk is the risk of loss due to adverse changes in interest rates, foreign exchange rates, equity prices
and market conditions. From the perspective of the Bank, market risk comprises of interest rate risk, foreign
exchange risk and equity position risk, which the Bank is exposed to in its trading book.

The Bank has an approved market risk policy wherein the governance structure for managing market risk,
measurement tools used and the market risk exposure limits have been addressed. The Bank’s strategy for
managing market risk is to relate the level of risk exposures to their risk appetite and the capital at hand.

The Board of Directors (BoD) and the Asset and Liability Committee (ALCO) are responsible for addressing
market risk from a strategic perspective and are assisted by the market risk function in meeting these objectives.

The Market Risk Unit reports directly to Head ERM and is responsible for ensuring the implementation of market
risk policy in line with the Bank’s strategy.

Risk reporting undertaken by the market risk function includes:

a) Portfolio Reports

b) Limit monitoring reports

c) Sensitivity analysis; and

d) Stress testing of the portfolio

Currently, the Bank is using the market risk standardised approach for the purpose of computing regulatory
capital, the details of which are set out above.
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45.2.1

45.2.2

246

Balance sheet split by trading and banking books

2023 2022
Banking book  Trading book Total Banking book  Trading book Total
Rupees in ‘000

Cash and balances

with treasury banks 40,895,031 - 40,895,031 24,764,967 - 24,764,967
Balances with other banks 3,727,490 - 3,727,490 1,800,436 - 1,800,436
Lendings to financial institutions - - - 11,351,162 - 11,351,162
Investments 287,430,930 47,925 287,478,855 303,431,432 33,431 303,464,863
Advances 203,726,900 - 203,726,900 231,101,816 - 231,101,816
Fixed assets 10,766,680 - 10,766,680 10,004,318 - 10,004,318
Intangible assets 4,872,907 - 4,872,907 3,832,137 - 3,832,137
Deferred tax assets - - - - - -
Other assets 37,964,595 - 37,964,595 30,395,794 - 30,395,794

589,384,533 47,925 589,432,458 616,682,062 33,431 616,715,493

Foreign Exchange Risk

Main objective of foreign exchange risk management is to ensure that the foreign exchange exposure of the Bank
lies within the defined appetite of the Bank.

Daily reports are generated to monitor the internal and regulatory limits with respect to the overall foreign currency
exposures. The overall net open position, whether short or long has the potential to negatively impact the profit
and loss depending upon the direction of movement in foreign exchange rates.

Foreign exchange open and mismatched positions are marked to market on a daily basis.

Currency risk arises where the value of financial instruments changes due to changes in foreign exchange rates.
In order to manage currency risk exposure, the bank enters into ready / spot, forward and swap transactions
with the State Bank of Pakistan (SBP) and in the inter bank market. The Bank’s foreign exchange exposure
comprises of forward contracts, foreign currencies cash in hand, balances with banks abroad, foreign placement
with SBP and foreign currencies assets and liabilities. The net open position is managed within the statutory
limits, as fixed by SBP. Counter parties’ limits are also fixed to limit risk concentration. Appropriate segregation
of duties exists between the front and back-office functions while compliance with the net open position limit is
independently monitored on an ongoing basis.

2023

R Off-balance Net foreign

Assets Liabilities - currency

sheet items

exposure
- -- -- -- Rupees in ‘000 ---------=-====---------
United States Dollar 42,286,252 || 61,141,671 ||19,394,396 538,977
Great Britain Pound 493,995 4,249,965 3,879,420 123,450
Euro 1,645,515 752,604 (855,979) 36,932
Other currencies 360,472 808,157 - (447,685)
44,786,234 66,952,397 22,417,837 251,674
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45.2.3

45.2.4

2022
Net foreign
Assets Liabilities Oﬁ—ba_lance currency
sheet items

exposure
————————————————————————— Rupees in ‘000 - -- -- -
United States Dollar 16,143,727 || 27,140,401 11,144,504 147,830
Great Britain Pound 163,730 3,340,449 3,232,663 55,944
Euro 948,874 976,259 (150,691) (178,076)
Other currencies 68,550 401,900 248,822 (84,528)
17,324,881 31,859,009 14,475,298 (568,830)

2023 2022

Banking book  Trading book  Banking book  Trading book

------------------ Rupees in ‘000 ------------------

Impact of 1% change in foreign exchange rates on
- Profit and loss account - 2,517 - (588)
- Other comprehensive income - - - -

Equity position Risk

Equity positions in the banking book includes investment in equities that are available-for-sale or held for strategic
investment purposes. These investments are generally regarded as riskier relative to fixed income securities
owing to the inherent volatility of stock market prices. The Bank mitigates these risks through diversification and
capping maximum exposures in a single company, compliance with regulatory requirement, and following the
guidelines laid down in the Bank’s Investment Policy as set by the Board of Directors (BoD). The Bank follows a
delivery versus payment settlement system thereby minimizing risk available in relation to settlement risk.

Equity price risk is managed by applying trading limit and scrip-wise and portfolio wise nominal limits.

2023 2022
Banking book Trading book  Banking book  Trading book
—————————————————— Rupees in ‘000 ----------=-------

Impact of 5% change in equity prices on
- Profit and loss account
- Other comprehensive income

172,240 - 270,895 -

Yield / Interest Rate Risk in the Banking Book (IRRBB)-Basel Il Specific

Yield / Interest rate sensitivity position for on-balance sheet instruments is based on the earlier of contractual re-
pricing or maturity date and for off-balance sheet instruments is based on settlement date. This also refers to the
non-trading market risk. The gap analysis between the market rate sensitive assets and liabilities is given below:

2023 2022
Banking book Trading book  Banking book  Trading book
—————————————————— Rupees in ‘000 ------------------

Impact of 1% change in interest rates on
- Profit and loss account
- Other comprehensive income

174,963 -
(548,320) (2

503,670 -
(811,534) (115)
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Liquidity risk

Liquidity risk is the risk that the Bank will not be able to raise funds to meet its commitments. The Bank’s Asset
and Liability Committee (ALCO) manages the liquidity position on a continuous basis.

The Bank’s policy for liquidity management is to maintain adequate liquidity at all times and in all currencies under
both normal and stress conditions, to meet its contractual and potential payment obligations without incurring
additional and unacceptable cost to the business.

Treasury is responsible for managing liquidity risk under the guidance of ALCO. The Bank'’s liquidity risk management
approach starts at the intraday level (operational liquidity) managing the daily payments queue and factoring in
our access to the qualifying securities of State Bank of Pakistan. It then covers tactical liquidity risk management
dealing with the access to unsecured funding sources and the liquidity characteristics of our asset inventory
(asset liquidity). Finally, the strategic perspective comprises the maturity profile of all assets and liabilities on our
statement of financial position.

For monitoring and controlling liquidity risk, the Bank generates a scenario sensitive maturity statement of financial
position, and run controlled mismatches that are monitored and discussed by ALCO members regularly. The
Bank prepares various types of reports and analysis for assisting ALCO in taking necessary strategic actions
for managing liquidity risk in the Bank. These include liquidity ratios, concentration analysis, gap reports, stress
testing, Liquidity Coverage Ratio & Net Stable Funding Ratio analysis etc.

The Bank calculates Liquidity Coverage Ratio (LCR) on a monthly basis. Based on December 31, 2023 numbers
LCR is 237% against SBP minimum requirement of 100%, with Total Stock of High-Quality Liquid Assets (HQLA)
of Rs. 201,203.715 million and Net Cash Outflows of Rs. 84,843.319 million. On monthly basis during the year,
LCR has remained well over the minimum threshold ranging from 126% to 275% during the year.

Furthermore, Based on December 31, 2023 numbers the Net Stable Funding Ratio (NSFR) is 146.39% against
SBP minimum requirement of 100%, with Total Available Stable Funding of Rs. 443,311 million and Total Required
Stable Funding of Rs. 302,819.828 million.

The Bank strategically emphasizes diversification and stability in its funding approach. Its funding base is varied,
encompassing stable sources like equity, subordinated loans, retail and small business deposits, and less stable
forms such as deposits from larger entities. It is fully compliant with Basel lll LCR and NSFR, ensuring an ample
supply of high-quality liquidity assets relative to liabilities.

The Bank employs stress testing to assess its balance sheet’s vulnerability to hypothetical stress events.
Liquidity risk factors undergo significant shocks, and their impact on the balance sheet is quantified. Stress
testing encompasses scenarios defined by both regulatory standards and internally identified risks. Results are
communicated to senior management, the Board of Directors, and regulators.

A Contingency Funding Plan (CFP) is in place to address liquidity challenges during crises. CFP identifies stress
scenarios and corresponding funding plans, incorporating early warning indicators. Three Contengiency Levels are
defined in CFP with varying action plans for each.

The Liquidity Coverage Ratio’s (LCR) key drivers include High-Quality Liquid Assets (HQLA) and Net Cash
Outflow, determined by asset liquidity quality and liability profile volatility. The composition of HQLA as of
December 31, 2023, is detailed as below:

Level 1 Assets: Rs. 199,305 billion
Level 2 Assets: Rs. 1,898 billion
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45.5 OPERATIONAL RISK

The Bank currently uses Basic Indicator Approach to Operational Risk for regulatory capital calculations. A
comprehensive ORM Framework approved by the Board of Directors is in place which addresses all significant
aspects of ORM. Operational Risk identification and assessment tools used by the Bank include Risk and
Control Self Assessments (RCSAs), Key Risk Indicators (KRIs) and Incident Management and Data Collection.
Operational Risk Champions have been nominated from all departments of the Bank and are responsible for
implementation of the Framework in coordination with the ORM department. An Operational Risk Management
Committee (ORMC) monitors and oversees operational risk issues.

To inculcate the operational risk management culture at the Bank, Operational Risk Management function
imparts operational risk awareness to all the new employees of the Bank as part of the induction training along
with the mandatory training for all employees of the Bank via the Bank’s online learning portal.

The Business Continuity Management (BCM) framework is in place and the plans are regularly tested to provide
assurance that key functions of the Bank are able to continue their operations from alternate processing site(s)
in case the primary site(s) are not accessible or available.

46. DERIVATIVE RISK

The policy guidelines for taking derivative exposures are approved by the BoD. Bank’s Asset and Liability
Committee (ALCO) is responsible for reviewing and managing associated risks of the transactions.

The nature, scope and purpose of derivatives business, for trading purposes or hedging purpose and the types
of derivative in which they deal.

The overall responsibility for offering derivative products and sustaining profitability lies with the Treasurer and
in his absence with his delegate. The Market Risk Unit / Treasury Middle Office of the Bank is responsible
for measurement and monitoring of the market risk exposures, analysis of present and potential risk
factors.

The Market Risk Unit also monitors associated Credit, Market and Liquidity Risk in line with BoD approved limit
framework. The unit coordinates with the business regarding approvals for derivatives risk limits and produces
various reports / analysis for ALCO / BRMC on periodic basis. These reports provide details of outstanding
un-hedged positions, profitability and status of compliance with limits. Treasury Operations records derivatives
activity in the Bank’s books and is responsible for reporting to the SBP.

The derivative transaction such as Cross Currency Swaps carries credit risk which is the risk that a party to a
derivative contract will fail to perform its obligation. There are two types of credit risk associated with derivative
transactions: 1) settlement, and 2) pre-settlement risk. Bank’s Central Credit Committee is responsible for
reviewing and managing associated Counterparty Credit Risks of the transaction.

The Bank also enters into Foreign Currency & Commodity Options from its Wholesale Banking Branch Bahrain
for market making activities. The Bank can hedge its risk by taking on and off-balance sheet position in interbank
market, where available.

47. GENERAL

471 Corresponding figures have been re-arranged / re-classified, wherever necessary, to facilitate comparison in the
presentation in the current year. However, there are no material re-arrangements / re-classifications to report.

47.2 The figures in these unconsolidated financial statements have been rounded off to the nearest thousand.

48. DATE OF AUTHORISATION FOR ISSUE

These unconsolidated financial statements were authorised for issue by the Board of Directors of the Bank in
their meeting held on February 29, 2024.

President and Chief Financial Officer Director Director Chairman
Chief Executive Officer
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Annexure - |

Statement showing written-off advances or any other financial relief of Five Hundred Thousand Rupees or above provided during the year ended December 31, 2023

Outstanding Liabilities at beginning of year Interest/ |  Other
Name of individuals / partners| . . Other than Principal | Mark-up | financial
S.No.| Name and address of the borrower / directors (with CNIC No, Father's / Husband's name Principal I'clterke_st/ Interest/ | Total | written-off |written-off/| relief Total
arkeup Mark-up waived | provided
Rupees in ‘000
1 PETROTEC INTL MUUHAMMAD IMTIAZ | MOHAMMAD RIAZ UL HAQ
KHALID
311 AMARGALAROADF 103 61101-2772459-9
ISLAMABAD BUSHRA IMTIAZ MUHAMMAD IMTIAZ 0000 | 3340 | 4501 | 47841 3841 3841
61101-2099611-2 KHALID
KHURRAM IMTIAZ MUHAMMAD IMTIAZ
61101-2688004-0 KHALD
2 SUN STAR PESTICIDES ABDUL REHMAN NASEER AHMED KHAN
PULL DOT MOHSIN TOWN D G KHAN | 32102-9101322-7
14,281 237 2,669 | 17,186 1,686 1,686
ASRARALI INTIZAR ALI
36102-1313822-3
3 SHAH & CO MUSANIF SHAH UMAR ZADA
UNT NO 6 ZARAK PLAZA MAIN | 17102-9401057-9
UNIVERSITY ROAD PESHAWAR MUSLIM KHAN UMAR ZADA
36,104 6,477 472 43,053 2,581 472 3,003
17102-1974606-3
HALEEM SHAH UMAR ZADA
17102-3754402-1
4 TECHNOVISION (PVT) LTD. TAHIR QADEER SIDDIQUI ABDUL QADEER SIDDIQUI
22-KM MULTAN ROAD MOHLANWAL | 35202-9903806-3
1ST FLOOR FARHAN PLAZA ALLAMA SAFAWAT ULLAH KAFYATULLAH 615 2,031 2,646 2031 2031
IQBAL TOWN LAHORE 34101-6029086-1
5 MASOOD GUL MASOOD GUL ALAF GUL
1,000 650 20 550 20
DEH SADRETH TAPPO SA DRETH | 44203-0602962-3 ’ ’ S| 160 ) ) 570
TEHSIL DISTRICT SANGHAR
6 WAQAS BROTHERS WAJID ALl KHAN ABBASI MUHAMMAD ALMAS
2,187 243 2,187 243
PLOT NO 9 GATE NO 15 FRUIT | 61101-7228835-1 . i 2,429 ) ) 2,429
MARKET SECTOR I-11-4/SLAMABAD
7 REHMAT ALI REHMAT ALI NAZEER AHMED KHAN 800 606 1 562 0
KHUSH HAL PURA POS SATTAR SHAH | 35401-3630953-7 R R R 1,416 | . 572
TEHSIL F SHEIKHUPURA MURIDKE
8 ZEESHAN ALl ZEESHAN ALl ABDUL RAUF
305 384 1 305 384 1
HYDERI  MUHALLA  SHIKARPUR | 43304-5814710-0 ) ’ ) 690 ) ’ . 690
SHIKARPUR PK
9 NAVEED ALI SOOMRO NAVEED ALI SOOMRO ATTA MUHAMMAD
SOOMRO 500 575 1 500 516 1
HOUSE NO 7 489 A SHEEDKI KHOHI | 43304-0591723-9 ) } . 1,076 i i . 1,016
SIDIQUE MORI SHIKARPUR
10 | DARYAKHAN DARYA KHAN
THENDA PO HABIB KOT TALUKA | 43308-6134142-9 GUL SHER 200 7 1 507 200 7 1 507
LAKHI DISTRICT ~ SHIKARPUR - - - - - -
PAKISTAN
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Outstanding Liabilities at beginning of year Interest/ | Other
Name of individuals / partners , . Other than Principal | Mark-up | financial
S.No.| Name and address of the borrower / directors (with CNIC No) Father's / Husband's name Principel Interest / ntorest/ | Total  |written-off |written-off |  relie Total
Mark-up Mark-up /waived | provided
Rupees in ‘000
11 [ SHAHZAD AHMAD SHAHZAD AHMAD
H 858 D 8 ALl PARK E XTENSION | 35202-4628892-5 ABDUL GHAFAR 347 167 514 47 167 )
NADARABAD NEAR MASJAD E - - - -
HASSAN LAHORE CANTT
12 [ ALIIMRAN ALIIMRAN
NISAR ALI 500 23 753 500 28 753
HS NO 185 REWAZ GARDEN LAHORE | 35404-2562263-7 - - - .
13 | FIAZ AHMAD FIAZ AH\AD MUHAMMAD ASHRAF
POST OFFICE BADDOMAL  Hi | 34501-1371939-7 3798 | 2402 ] 1,000 100
GHEEGAY WALl TEHSIL AND DISTRICT - - - ’ - ’
NAROWAL
14 | NAGINA MLLL STORE MUHAMMAD SALEEM HAJI MUHAMMAD SHARF
20348 | 12,389 1918
REHMAN GALI NO2 BRANDRETH | 35202-3834672-3 ’ ’ 4,737 ) 1918
ROAD LAHORE
15 | GHULAM FARED GHULAM FARED PEER BUKASH
STREET NO 3 MOHALLA MUGHAL | 36202-3031393-7 2083 1275 “l g 1275 Ml e
PURA DHANOT TEH KEHROR PAKKA - - - ’ - - ’
LODHRAN
16 | BILAL TRAVELS AND TOURS AMJAD ALI MUHAMMAD TUFAIL I -
H NO 100 BLOCK A EME DHA 12 KM | 35202-3494353-5 - o 12,956 s
MULTAN ROAD LAHORE
17 | LEGEND INTERNATIONAL (PVT)LTD. | SAFEDAHMED FAREED | GHULAM FAREED
OFFICE NO Af1 13 KORANGI FISH | 36302-7712980-7
HARBOR KORANGI KARACHI NAVEED AHMED GHULAM FAREED
9030246541561 19782 | 10867 | 7.605| 38254 10649 | 7605 | 18254
NADIA JAMSHAID SAAD AHMED FAREED ’ ’ ’ ’ ’ ’ '
31202-9363370-4
KHAWAR FAREED GHULAM FAREED
36302-7048586-7
18 | MALIK MUHAMMAD AHMAD MALIK MUHAMMAD AHMAD | MALIK NOOR HASSAN
PO HUJRA  SHAH  MUQEEM | 35301-4859903-9 so0| 1.1 1% 6% 6%
JANDOWAL  TEHSIL DEPALPUR ’ ’ ’
DISTTRICT OKARA
19 | NAEEM ULLAH KHAN NAEEM ULLAH KHAN ABDUL AZIZ
BASTI GORAI PO MUHAM MAD PUR | 32102-3307649-3 238
1 12
DEWAN TEHSIL JAMPUR DI STRICT 00 - ® 50 50
RAJANPUR
20 | USMAN MUNAWAR USMAN MUNAWAR MIAN MUHAMMAD
H NO 97 C MUHALLAH NEW MUSLIM | 35202-5243158-1 MUNAWAR 736 198 934 453 198 651
TOWN LHR
21 | MIAN MASROOR MIAN MASROOR MAN  MEHMOOD UL
HOUSE 116D SGS DHA PHASE V LHR | 35202-6406637-9 HASSAN 453 116 568 436 116 851
NEAR COLONY MOSQUE LHR
22 | QAZIWAQAR UL HAQ QA7 WAQAR UL HAQ QAZI MUNIR UL HAQ
OPP TEHSIL A C OFFICE TEHSIL ROAD | 17201-8768055-9 567 111 698 587 111 698
NOUSHERA
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Outstanding Liabilities at beginning of year Interest/ | Other
Name of individuals / partners| , ) Other than Principal | Mark-up | financial
S.No.| Name and address of the borrower / directors (with CNIC No) Father's / Husband's name Princpa Interest / nerest! | Tota witten-off |written-off /| relief Total
Mark-up Mark-up waived | provided
Rupees in ‘000

23 | MUHAMMAD AZEEM MUHAMMAD AZEEM MIRAJ DIN
22-KM MULTAN ROAD MOHLANWAL | 35201-4947987-7 995 269 1064 995 %69 1964
1ST FLOOR FARHAN PLAZA ALLAMA ' '
IQBAL TOWN LAHORE

24 | RAOIMRAN RAO IMRAN RAO SARWAR
HNO H47 CANTT BAZAR AREA MALIR | 42201-3668772-3 628 6 634 616 17 633
CANTT NEAR AL FURQAN MOSQUE

25 | SHAHZAD NAWAZ SHAHZAD NAWAZ MUHAMMAD NAWAZ
H 34 BLOCK J VALANCIA TOWN | 35202-5767902-1 663 9 762 653 108 761
LAHORE

26 | MUHAMMAD FAYYAZ KHAN MUHAMMAD FAYYAZ KHAN | ILAM DIN KHAN
HOUSE A4 MUMTAZ STREES HABIB | 35202-3529983-7 909 6 914 874 190 1065
ULLAH ROAD GARHI SHAHU LAHORE '
NEAR DARBAR BAGGY SHAH LHR

27 |UMER SABRR MER SABIR IMUHAMMAD SABIR

| lwuw D FAISAL TOWN LHR Eszoz-%sesso-a | @ | 19 | 502 | 480 | 126 | 606 |
TOTAL: 170,673 47,765 15,693 234,131 6,947 32,228 10,117 49,292

*

Relief includes amounts which would be due to the Bank under contractual arangements whether or not accrued in the books.
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Details of disposal of fixed assets to related parties for the year ended December 31, 2023

Accumulated Written Sale Mode of .
Particulars Cost depreciation down value proceeds Gain disposal Particulars of Buyer
————————————————————————————————— Rupees in ‘000 --------mmmmmmrmmmmeeeeeeee

Electrical, office and computer equipment
Communication Equipment 709 309 400 438 38 Insurance EFU General Insurance Limited
Office Machines and Equipments 16,583 9,720 6,863 5,833 (1,030) Insurance EFU General Insurance Limited
Computer 1,069 864 205 654 449 Insurance EFU General Insurance Limited

18,361 10,893 7,468 6,925 (543)
Vehicle 103 103 70 70 Insurance EFU General Insurance Limited
Leasehold improvements 760 473 287 492 205 Insurance EFU General Insurance Limited
Furniture and fixture 402 310 92 260 168 Insurance EFU General Insurance Limited
Total 19,523 11,676 7,847 7677 (170)
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Directors’ Report on Consolidated Financial Statement
For the year ended December 31, 2023

On behalf of the Board of Directors, we are pleased to present the Annual Report on the audited consolidated
financial statements of JS Bank Limited (the ‘Bank) and its subsidiaries and the auditors’ report thereon for
the year ended December 31, 2023.

Consolidated financial highlights

2023 2022
(PKR Million)
Profit before taxation 18,331 2,309
Taxation (7,946) (1,218)
Profit after taxation 10,385 1,090
Profit attributable to non-controlling interest 936 9
Profit attributable to equity holders of the Bank 9,449 1,081
Profit per share - Basic (Rupees) 5.99 0.83
Investments — net 582,645 303,368
Total assets 1,230,001 620,530
Deposits 1,007,819 462,758
Shareholders’ equity 59,988 23,256

Pattern of Shareholding_

The pattern of shareholding as of December 31, 2023, is included in the Annual Report.
Subsidiary Companies

Banklslami Pakistan Limited

Bank Islami Pakistan Limited (BIPL) is a full-service Islamic Bank in Pakistan. It operates in compliance
with the principles of Islamic Shariah. As an Islamic bank, Banklslami places a significant emphasis on
ensuring that its operations and financial products adhere to Shariah principles. In August 2023, JS Bank
acquired majority of shares making BIPL its subsidiary with 75.12% shareholding.

Summarized results of the Company are set out below:

PKR Million
Particulars December 31, 2023(Audited) December 31, 2022 (Audited)
Profit before tax 20,523 8,228
Profit after tax 11,045 4,439
EPS (Rupees) 9.96 4.00

JS Global Capital Limited

JS Global Capital Limited is one of the largest securities brokerage and investment banking firms in
Pakistan with a leadership position in the domestic capital markets. It is in the business of equity, fixed

262



Annual Report

income, currencies and commodities brokerage and investment banking. It was incorporated in Pakistan
on June 28, 2000 and is the successor to the securities business of Jahangir Siddiqui & Co. Ltd. and Bear
Stearns Jahangir Siddiqui Limited. JS Bank has 92.90% ownership of the company.

JS Global has a paid-up capital of PKR 275 million and shareholder equity of PKR 2,452 million as of
December 31, 2023. It is listed on the Pakistan Stock Exchange.

PACRA has assigned long-term and short-term entity ratings to JS Global of “AA” (Double A) and “A1+” (A
One plus), respectively. The ratings denote a very low expectation of credit risk emanating from very strong
capacity for timely payment of financial commitments.

Summarized results of the company are set out below:

PKR Million
Particulars December 31, 2023 (Audited) December 31, 2022 (Audited)
Profit Before Tax 259 120
Profit After Tax 187 76
EPS (Rupees) 6.82 2.77

JS Investments Limited

JS Investments Limited (JSIL) has a paid-up capital of PKR 618 million and shareholder equity of PKR
1,665 million as of December 31, 2023. It is listed on the Pakistan Stock Exchange. JS Bank has 84.56%
ownership of the company.

The company is a licensed Investment Adviser and Asset Management Company under the Non-Banking
Finance Companies (Establishment and Regulation) Rules, 2003 (the NBFC Rules) and the Non-Banking
Finance Companies and Notified Entities Regulations, 2008 (the NBFC Regulations). In addition, JSIL
also has a license for Pension Fund Manager under the Voluntary Pension System Rules 2005 and a
Private Equity & Venture Capital Fund Management Services license from the Securities and Exchange
Commission of Pakistan.

Summarized results of the Company are set out below:

PKR Million

Particulars December 31, 2023(Audited) December 31, 2022 (Audited)
Profit / (loss) before tax 254 (141)

Profit / (loss) after tax

310

(148)

EPS (Rupees)

5.02

2.47)

For and on behalf of the Board,

Basir Shamsie
President & CEO
February 29, 2024

Adil Matcheswala

Chairman
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KPMG Taseer Hadi & Co.

Chartered Accountants

Sheikh Sultan Trust Building Mo. 2, Beaumont Road
Karachi 75530 Pakistan

+02 (21) 37131900, Fax +92 (21) 35685095

INDEPENDENT AUDITOR'S REPORT
To the members of JS Bank Limited
Report on the Audit of the Consolidated Financial Statements
Opinion

We have audited the annexed consclidated financial statements of JS Bank Limited (the Bank)
and its subsidiaries (the Group), which comprise the consolidated statement of financial position
as at 31 December 2023, and the consolidated profit and loss account, the consolidated
statement of comprehensive income, the consclidated statement of changes in equity and
consolidated cash flow statement for the year then ended, and notes to the consclidated financial
statements, including a summary of material accounting policies and other explanatory
information.

In our opinion, consclidated financial statements give a true and fair view of the state of the
consolidated financial position of the Group as at 31 December 2023 and of its consolidated
financial performance and its consclidated 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.
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Following are the Key Audit Matters:

S.
No.

1

Key Audit Matters

Provision against advances

Annual Report

How the matter was addressed in our audit

{Refer note 10.5 to the consolidated financial statements)

The Group's Advances portfolio includes
fund-based and non-funded financing
facilities. The portfolic includes corporate
financing to several public sector entities
and large to small size businesses
operating in the private sector, as well as
consumer financing to individuals.

As per the Group's accounting policy
(refer note 4.7.1 to the consolidated
financial statements), the Group
determines provisions against non-
performing financing exposures in
accordance with the requirements of
Prudential Regulations of State Bank of
Pakistan (SBP) and also maintains
general provision against corporate and
consumer financing in respect of
potential credit losses in the portfolio.

The Prudential Regulations require
specific provisioning against loan losses
on the basis of time-based criteria which
should be supplemented by a subjective
evaluation of Group's credit portfolio.
The determination of provision against
advances, therefore, involve use of
management's judgment, on a case to
case basis, taking into account factors
such as the economic and business
conditions, borrowers' repayment
behaviors and realizability of collateral
held by the Group.

In view of the significance of this areain
terms of its impact on the consolidated

Our audit procedures, amongst others,
included the following:

+ Assessing the design, implementation and
operating effectiveness of key controls
established by the Group to identify loss
events and for determining the extent of
provisioning required against non-
performing loans.

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

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

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

+ Checking the accuracy of specific

provision made against non-performing
advances and of general provision made
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S.

Key Audit Matters

No.

financial statements and the level of
involvement of management’'s judgment,
we identified provision as a significant
area of audit judgment and a key audit
matter.

Valuation of investments

How the matter was addressed in our audit

against consumer finance by recomputing
the provision amount after considering the
benefit of forced sales value, if any, in
accordance with the criteria prescribed
under the PRs.

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

(Refer note 9 to the consolidated financial statements)

The carrying value of investments held
by the Group amounted to Rs.
582,645.128 million, which constitutes
47.4% of the Bank's total assets as at 31
December 2023.

The significant portion of the investments

comprise of Federal government
securities including Federal government
shariah complaint securities, Term
finance certificates, sukuks and equity
securities.

Investments are carried at amortized
cost or fair value in accordance with the
Group’s accounting policy relating to
their recognition. Provision against
investments is made based on
impairment policy of the Group which
includes both objective and subjective
factors.

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

« Assessing the design, implementation and
operating effectiveness of key controls
established by the Group to determine
valuation of investments;

» Checking the valuation of investments in
the portfolio, as recorded in the general
ledger, to supporting documents,
externally quoted market prices and break-
up values including the significant and
prolonged decline in fair value of listed
equity investments for impairment;

= Checking that the valuation of unquoted
securities are in accordance with criteria
prescribed under the Prudential
Regulations;
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Key Audit Matters

We identified assessing the carrying
value of the investment as a key audit
matter because of its significance to the
consolidated financial statements.

Impairment testing of goodwill

Annual Report

How the matter was addressed in our audit

Involving our internal valuation specialists
to review and evaluate the valuation of
unguoted debt securities,

Obtaining independent confirmations for
verifying the existence of the investment
portfolio as at 31 December 2023 and
reconciling it with the books and records of
the Group. Where such confirmations were
not available, alternate procedures were
performed; and

Assessing the appropriateness and
adequacy of the disclosure made in the
consolidated financial statement.

(Refer Mote 12.3 to the consolidated financial statements)

As at 31 December 2023, intangible
assets include goodwill amounting to Rs.
4 407 .92 million acquired as a result of
scheme of amalgamation as disclosed in
note 12.3 to the consolidated financial
statements.

Goodwill is required to be annually
assessed for impairment under |AS-36
“Impairment of Assets". Accordingly,
Management has performed an
impairment test of the goodwill which is
subjective in nature due to assumptions
made about future performance.

As disclosed in note 12.3, the Group
uses a discounted cash flow model to
determine value in use, on the basis of
the certain key assumptions.

Due to the significance and impact of the
assumptions and judgements involved,

Our audit procedures, amongst others,
included the following:

Evaluating the model used in determining
the value in use as well as assessing the
discount rate used,

Comparing the cash flow forecasts to
approved budgets and other relevant
market and economic information, as well
as testing the underlying calculations;

Involving our internal valuation specialists
to review and evaluate management's key
assumptions used in impairment
calculations;

Performing sensitivity analyses around the
key assumptions used in the models,

Assessing the adequacy of the related
disclosures in the consolidated financial
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272

No.

Key Audit Matters

the impairment testing of goodwill is
considered to be a key audit matter.

Acquisition of Banklslami Pakistan Limited

How the matter was addressed in our audit

statements in accordance with the
applicable financial reporting framework,

(Refer Note 1.4.3 to the consolidated financial statements)

During the year, the Bank acquired
majority control in Banklslami Pakistan
Limited (BIPL) through Share Purchase
Agreement (SPA) and Public Offer. The
Bank currently holds 75.12% of the total
equity interest in BIPL. For the
determination of share price used for
SPA, the Bank was assisted by an
independent valuation expert.

Considering the significance of this
acquisition to the financial statements we
have identified it as a key audit matter.

Our audit procedures, amongst others,
included the following:

Examining the relevant minutes of the
meetings of Board of Directors and
Shareholders along with all the requisite
approvals from all the regulatory bodies;

Examining the necessary documents to
ensure that all the regulatory requirements
have been complied with;

Examining the share purchase
agreements to understand the key terms
and conditions;

Evaluating the competence, capabilities
and objectivity of the Management Expert
and evaluating the appropriateness of the
work performed;

Obtaining the valuation report and
conducted inguiries with Management's
Expert to understand the valuation
methodology;

Engaging our valuation specialist in
assessing the appropriateness of the
valuation methodology and key
assumptions applied in the valuation;

Assessing the appropriateness of the
bargain purchase gain on acquisition of
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s. Key Audit Matters How the matter was addressed in our audit
No.

BIPL and is in line with the guidance of
IFRS 3 “Business Combination”;

« Evaluating the transaction is recorded in
line with the requirements of accounting
and reporting standards as applicable in
Pakistan; and

« Assessing the appropriateness and
adequacy of the disclosure made in the
consolidated financial statement.

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

Management is responsible for the other information. The Other Information comprises the
information included in the Group's Annual Report but does not include the unconsolidated
financial statements, 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.

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

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

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with accounting and reporting standards as applicable in Pakistan, the
requirements of Banking Companies Ordinance, 1962 and the Companies Act, 2017 (XIX of
2017) and for such internal control as Management determines is necessary to enable the
preparation of consolidated financial statements that are free from material misstatement,
whether due to fraud or error.
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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.
Auditors’ 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 1SAs 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 contraol.

+ 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.

274



Annual Report

KPMG Taseer Hadi & Co.

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

* Obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the Group to express an opinion on the consolidated financial
staterments. 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 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 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 Muhammad
Taufig.

P
K N‘ﬁ""—Q \"t.f e g» =

Date: 07 March 2024 KPMG Taseer Hadi & Co.
Chartered Accountants

Karachi

UDIN: AR20231010627H9g4lAp
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Consolidated Statement of Financial Position

As at December 31, 2023

2023 2022

----- USD in '000 -----
291,571 87,863
18,811 6,598
58,547 40,272
2,067,139 1,076,306
1,541,376 821,536
99,659 39,859
30,160 13,638
256,598 115,477
4,363,861 2,201,649
38,295 19,169
312,323 349,674
3,575,594 1,641,796
40,249 24,817
3,158 753
181,413 82,929
4,151,032 2,119,038
212,829 82,511
72,754 35,902
25,922 9,889
17,314 4,764
63,182 30,667
179,172 81,222
33,657 1,289
212,829 82,511

ASSETS

Cash and balances with treasury banks
Balances with other banks

Lendings to financial institutions
Investments

Advances

Fixed assets

Intangible assets

Deferred tax assets

Other assets

LIABILITIES

Bills payable

Borrowings

Deposits and other accounts

Liabilities against assets
subject to finance lease

Subordinated debt

Deferred tax liabilities

Other liabilities

NET ASSETS
REPRESENTED BY
Share capital - net
Reserves

Surplus on revaluation of assets
Unappropriated profit

Non-controlling interest

CONTINGENCIES AND COMMITMENTS

Note

14
15
16

17
18
19

20

21

22

2023

2022

----- Rupees in '000 -----

82,182,460 24,765,248
5,302,080 1,859,792
16,502,138 11,351,162
582,645,128 303,368,466
434,453,374 231,558,755
28,089,881 11,234,696
8,501,048 3,843,994
72,324,972 32,547,846
1,230,001,081 620,529,959
10,793,898 5,402,945
88,031,534 98,531,096
1,007,819,494 462,757,638
11,344,671 6,995,000
890,194 212,327
51,133,169 23,374,566
1,170,012,960 597,273,572
59,988,121 23,256,387
20,506,625 10,119,242
7,306,299 2,787,201
4,880,072 1,342,708
17,808,561 8,643,962
50,501,557 22,893,113
9,486,564 363,274
59,988,121 23,256,387

The annexed notes from 1 to 49 and annexure Il form an integral part of these consolidated financial statements.

President and

Chief Executive Officer
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Director
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Consolidated Profit and Loss Account

For the year ended December 31, 2023

2023 2022
--------- USD in '000 --------- Note
468,351 256,242 Mark-up / return / interest / profit earned 24
328,159 203,150 Mark-up / return / interest / profit expensed 25
140,192 53,092 Net mark-up / interest income
Non mark-up / interest income
21,030 18,717 | Fee, commission and brokerage income 26
1,737 806 | Dividend income
20,833 7,672 | Foreign exchange income
(58) (804) | Loss from derivatives
1,365 (81) | Gain / (loss) on securities 27
(215) (46) | Share of loss of associates
2,146 1,020 | Other income 28
46,838 22,784 Total non mark-up / interest income
187,030 75,876 Total Income
Non mark-up / interest expenses
109,635 63,150 | Operating expenses 29
1,173 160 | Workers' Welfare Fund 30
289 477 | Other charges 31
111,097 63,787 Total non-mark-up / interest expenses
75,933 12,089 Profit before provisions
23,587 3,898 Provisions and write offs - net 32
12,689 - Extraordinary / unusual items 1.4.3
65,035 8,191 Profit before taxation
28,190 4,322 Taxation 33
36,845 3,869 Profit after taxation
Attributable to:
33,523 3,838 Equity holders of the Bank
3,322 31 Non-controlling interest
36,845 3,869
————— US Dollar -----
0.021 0.003 Earnings per share - basic and diluted 34

Annual Report

2023 2022

----- Rupees in ‘000 -----
132,009,866 72,224,453
92,495,085 57,260,122
39,514,781 14,964,331
5,927,547 3,866,223
489,582 227,197
5,872,014 2,162,423
(16,426) (85,635)
384,782 (22,802)
(60,643) (12,979)
605,011 287,496
13,201,867 6,421,923
52,716,648 21,386,254
30,901,857 17,799,407
330,730 45,082
81,477 134,413
31,314,064 17,978,902
21,402,584 3,407,352
6,648,201 1,098,788
3,576,591 -
18,330,974 2,308,564
7,945,714 1,218,268
10,385,260 1,090,296
9,448,830 1,081,766
936,430 8,530
10,385,260 1,090,296

————— Rupees -----

5.99 0.83

The annexed notes from 1 to 49 and annexure Il form an integral part of these consolidated financial statements.

President and Chief Financial Officer Director

Chief Executive Officer

Director

Chairman
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Consolidated Statement of Comprehensive Income

For the year ended December 31, 2023

2023 2022
--------- USD in '000 ---------
36,845 3,869 Profit after taxation for the year
Other comprehensive income / (loss)
Items that may be reclassified to profit and
loss account in subsequent periods
Effect of translation of net investment in
780 934  foreign branch
Movement in surplus on revaluation of
13,356 (4,759) investments - net of tax (Pakistan operations)
Movement in surplus on revaluation of debt
1,238 (1,671) | investments - net of tax (Bahrain Operations)
14,594 (6,430)
Items that will not be reclassified to profit and
loss account in subsequent periods
Remeasurement loss on defined benefit
(373) (191) | obligations - net of tax
Movement in surplus on revaluation of
(162) (114) | fixed assets - net of tax
Movement in surplus on revaluation of non-
1,388 - banking assets - net of tax
Movement in surplus on revaluation of equity
65 10) | investments - net of tax (Bahrain operations)
918 15)
53,137 (2,042) Total comprehensive income / (loss)
Attributable to:
47,048 (1,955)  Equity holders of the Bank
6,089 (87) Non-controlling interest
53,137 (2,042

2023

........ Rupees in '000

2022

10,385,260 1,090,296
219,841 263,175
3,764,669 || (1,341,442)
348,900 (471,057)
4113569 (1,812,499
(105,239) (53,839)
(45,739) (32,007)
391,277 (98)
18,429 (31,048)
258,728 (116,992)
14,977,398 (576,020)
13,260,887 (550,967)
1,716,511 (25,053)
14,977,398 (576,020

The annexed notes from 1 to 49 and annexure Il form an integral part of these consolidated financial statements.

President and Chief Financial Officer Director

Chief Executive Officer
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Consolidated Statement of Changes in Equity

For the year ended December 31, 2023

Attributable to shareholders of the Bank
Capital reserve Surplus / (deficit) on revaluation of
Non-
Share Exchange Statutory ) Non- Unappro- ! controlling Total
capital Shgre translation reserve Investments Fixed banking | [priated profit Sub-total interest
premium assets
reserve assets
Rupees in ‘000
Balance as at January 01, 2022 10,119,242 - 194,012 2,137,057 1,367,656 1,751,559 119,714 7,764,840 23,444,080 388,327 23,832,407
Total comprehensive loss for the year
ended December 31, 2022
Profit after taxation - - - - - - - 1,081,766 1,081,766 8,530 1,090,296
Other comprehensive (loss) / income - net of tax - - 263,175 - || (1,809,964) (32,007) (98) (53,839) || (1,632,733 (33,583) | | (1,666,316)
263,175 - (1,809,964) (32,007) (98) 1,027,927 (550,967) (25,083) (576,020)
Transfer to statutory reserve - - - 192,957 - - - (192,957)
Transfer from surplus on revaluation
of assets - net of tax - - - - - (45,173) (12,533) 57,706
Loss on disposal of equity investments at
FVOCI transferred to unappropriated profit - - - - 13,554 - - (13,554)
Balance as at December 31, 2022 10,119,242 - 457,187 2,330,014 (438,754) 1,674,379 107,083 8,643,962 22,893,113 363,274 23,256,387
Non-controlling interest on
acquisition of subsidiaries (note 1.4.3) - - - - - - - - - 15,779,178 15,779,178
Total comprehensive income for the year
ended December 31, 2023
Profit after taxation - - - - - - - || 9,448,830 9,448,830 936,430 | | 10,385,260
:)at)lger comprehensive income / (loss) - net of - - 219,841 - 3,343,706 (45,739) 391,162 (96,913) 3,812,057 780,081 4,592,138
- - 219,841 - 3,343,706 (45,739) 391,162 9,351,917 13,260,887 1,716,511 14,977,398
Transfer to statutory reserve - - - 1,610,040 - - - (1,610,040 - - -
Transfer from surplus on revaluation
of assets - net of tax - - - - - (142,360) (66) 142,426 - - -
Gain on disposal of equity investments at
FVOCI transferred to unappropriated profit - - - - (9,339) - - 9,339 - - -
Transactions with owners, recorded
directly in equity
Issue of share capital (right shares) 2,205,689 - - - - - - - 2,205,689 - 2,205,689
Issue of share capital (further issue of shares) 5,326,293 5,544,618 - - - - - - 10,870,911 - 10,870,911
Transfer of share discount to share premium 2,855,401  (2,855,401) - - - - - - - - -
Sale of shares by non-controlling interest - - - - - - - 1,270,957 1,270,957 (7,889,589)  (6,618,632)
Interim cash dividend to NCI by
subsidiary @ Rs. 1.75 per share - - - - - - - - - (482,810) (482,810)
Balance as at December 31, 2023 20,506,625 2,689,217 677,028 3,940,054 2895613 1,486,280 498179 17,808,561 50,501,557 9,486,564 59,988,121
The annexed notes from 1 to 49 and annexure Il form an integral part of these consolidated financial statements.
President and Chief Financial Officer Director Director Chairman

Chief Executive Officer
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Consolidated Cash Flow Statement

For the year ended December 31, 2023

2023 2022
7777777 USD in '000 -------
65,035 8,191
(1,737) (8086)
215 46
63,513 7,431
5,721 3,491
121 76
5,035 3,892
1,227 612
3,384 1,365
674 331
(299) (47)
23,587 3,898
1,173 160
(306) (194)
(229) 614)
(1,180) -
(12,689) -
26,219 12,970
89,732 20,401
86,167 73,043
(1,281) 5,552
(5,675) 78,238
(40,476) (43,318)
38,735 113,515
4,130 (5,304)
(286,513) 93,956
383,522 12,090
23,064 17,989
124,203 118,231
252,670 252,147
(532) -
(27,353) (5,259)
224,785 246,888
(243,298) 53,016
167,784 (323,897)
1,717 306
(12,983) (5,464)
(5,558) (3,066)
2,587 753
79,401 -
780 934
(9,570) (276,919)
(8,092) 4,927)
7,825 -
12,417 -
(7,097) 6)
(1,713) -
3,340 (4,933)
218,555 (34,960)
89,879 124,842
308,434 89,879

2023 2022
Note ~  --—--- Rupees in '000 -------
CASH FLOW FROM OPERATING ACTIVITIES
Profit before taxation 18,330,974 2,308,564
Less:
Dividend income (489,582) (227,197)
Share of loss of associates 60,643 12,979
17,902,035 2,094,346
Adjustments:
Depreciation on fixed assets 29 1,612,490 983,993
Depreciation on non-banking assets 29 34,074 21,488
Depreciation on right-of-use assets 29 1,419,084 1,097,098
Amortisation 29 345,774 172,389
Interest expense on lease liability against right-of-use assets 25 953,739 384,801
Charge for defined benefit plan 190,007 93,228
Unrealised gain on revaluation of investments
classified as held-for-trading - net 27 (84,334) (13,183)
Provisions and write offs - net 32 6,648,201 1,098,788
Provision for workers' welfare fund 30 330,730 45,082
Gain on sale of fixed assets - net 28 (86,241) (54,593)
Gain on termination of leases - net 28 (64,479) (172,937)
Gain on reclassification of AFS equity shares 28 (332,658) -
Bargain purchase 1.4.3 (3,576,591) -
7,389,796 3,656,154
25,291,831 5,750,500
Decrease / (increase) in operating assets
Lendings to financial institutions 24,287,125 20,587,882
Held-for-trading securities (361,107) 1,564,947
Advances (1,599,520) 22,052,141
Other assets (excluding advance taxation) (11,408,632) (12,209,589)
10,917,866 31,995,381
Increase / (decrease) in operating liabilities
Bills payable 1,164,008 (1,635,941)
Borrowings (80,756,875) 26,482,492
Deposits and other accounts 108,099,762 3,407,591
Other liabilities 6,500,806 5,070,309
35,007,701 33,324,451
71,217,398 71,070,332
Contributions to defined benefit plan (150,000) -
Income tax paid (7,709,677) (1,482,307)
Net cash flows generated from operating activities 63,357,721 69,588,025
CASH FLOW FROM INVESTING ACTIVITIES
Net investment in available-for-sale securities (68,576,271) 14,943,156
Net investment in held-to-maturity securities 47,291,663 (91,293,894)
Dividends received 484,030 227,197
Investment in fixed assets (3,659,276) (1,540,021)
Investment in intangible assets (1,566,708) (864,282)
Proceeds from sale of fixed assets 729,191 212,219
Investment in subsidiary net of cash acquired 22,380,002 -
Effect of translation of net investment in foreign branch 219,841 263,175
Net cash flows used in investing activities (2,697,528) (78,052,450)
CASH FLOW FROM FINANCING ACTIVITIES
Payment of lease liability against right-of-use assets (2,280,921) (1,388,606)
Issue of share capital (Right shares) 2,205,689 -
Issuance of subordinated debt 3,500,000 -
Repayment of subordinated debt (2,000,329) (1,800)
Dividend paid to NCI (482,810) -
Net cash flows generated from / (used in) financing activities 941,629 (1,390,406)
Increase / (decrease) in cash and cash equivalents 61,601,822 (9,854,831)
Cash and cash equivalents at beginning of the year 25,333,309 35,188,140
Cash and cash equivalents at end of the year 35 86,935,131 25,333,309
The annexed notes from 1 to 49 and annexure Il form an integral part of these consolidated financial statements.
Chief Financial Officer Director Director Chairman

President and

Chief Executive Officer
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STATUS AND NATURE OF BUSINESS
The Group consists of:

Holding Company: JS Bank Limited

JS Bank Limited (the Bank) is a banking company incorporated in Pakistan as a public limited company on March
15, 2006. The Bank is a subsidiary company of Jahangir Siddiqui & Co. Ltd. (JSCL) and its shares are listed on
Pakistan Stock Exchange Limited (PSX). The Bank commenced its banking operations on December 30, 2006 and
its registered office is situated at Shaheen Commercial Complex, Dr. Ziauddin Ahmed Road, Karachi.

The Bank is a scheduled bank, engaged in commercial banking and related services as described in the Banking
Companies Ordinance, 1962 and is operating through 291 (2022: 281) branches / sub-branches in Pakistan and
one wholesale banking branch in Bahrain (2022: one). The Pakistan Credit Rating Agency Limited (PACRA) has
assigned the long-term entity rating of the Bank to AA- (Double A Minus) whereas short-term rating is maintained
at ‘A1+’ (A One Plus), which is the highest possible short-term rating. The ratings denote a very low expectation of
credit risk and indicate very strong capacity for timely payment of financial commitments.

Jahangir Siddiqui Investment Bank Limited (JSIBL), formerly Citicorp Investment Bank Limited, was acquired by
Jahangir Siddiqui & Co. Ltd. (JSCL) on February 01, 1999. JSIBL’s holding company JSCL, entered into a Framework
Agreement with American Express Bank Limited, New York (AMEX) on November 10, 2005 for acquisition of its
American Express Bank Limited - Pakistan Branches, (AEBL). Consequently, a new banking company, JS Bank
Limited (JSBL) was incorporated on March 15, 2006 and a Banking License was issued by the State Bank of
Pakistan (SBP) on May 23, 2006.

A Transfer Agreement was executed on June 24, 2006 between JSIBL and JSBL for transfer of the entire business
and undertakings of JSIBL to JSBL and a separate Transfer Agreement was also executed on June 24, 2006,
between AMEX and JSBL for the transfer of AEBL’'s commercial banking business in Pakistan with all assets and
liabilities (other than certain excluded assets and liabilities) (AEBL business). The shareholders of JSIBL and JSBL,
in their respective extra-ordinary general meetings held on July 31, 2006, approved a Scheme of Amalgamation
(the Scheme) under Section 48 of the Banking Companies Ordinance, 1962. The Scheme was initially approved
by the Securities and Exchange Commission of Pakistan (SECP) vide its letter No. SC/NBFC(J)-R/JSIBL/2006/517
dated September 28, 2006. Subsequently, the Scheme was sanctioned by the SBP vide its order dated December
02, 2006 and, in accordance therewith, the effective date of amalgamation was fixed at December 30, 2006.

The ultimate parent of the Group is Jahangir Siddiqui & Co. Ltd. which holds 71.21% (2022: 75.02%) shares of
the Bank.

Composition of the Group Effective Holding
2023 2022

Subsidiaries

JS Global Capital Limited 92.90% 92.90%

JS Investments Limited 84.56% 84.56%

Banklslami Pakistan Limited 75.12% 7.79%

My Solutions Corporation Limited 75.12% 0.00%

Composition of the Associated Companies

Associates of the Bank

Omar Jibran Engineering Industries Limited 9.60% 9.60%
Veda Transit Solutions (Private) Limited 3.92% 3.92%
Intercity Touring Company (Private) Limited 9.12% 9.12%
Associates of BIPL

Shakarganj Food Products Limited 27.33% -
KASB Funds Limited 32.97% -
KASB Capital Limited 16.36% -
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Subsidiary Companies

JS Global Capital Limited (JSGCL)

JSGCL is principally owned by the Bank, holding 92.9% of its equity interest. The Bank acquired effective
controlling interest in JSGCL on December 21, 2011, April 15, 2016, October 01, 2019 and June 02, 2021 of
51.05%, 16.11%,16.37% and 9.37% respectively. The ownership interest has increased by 41.85%, without any
change in the cost of investment, due to the fact that JSGCL has bought back its 11,993,000 shares on April 15,
2016, 7,450,000 shares on October 02, 2019 and 27,477,297 share on June 02, 2021. JSGCL is a public listed
company incorporated in Pakistan under the repealed Companies Ordinance, 1984. The shares of JSGCL are
listed on Pakistan Stock Exchange (PSX). Further, JSGCL is a corporate member of PSX and member of Pakistan
Mercantile Exchange. The principal business of JSGCL is to carry out share brokerage, money market, forex and
commodity brokerage, advisory and consultancy services. Other activities include investment in a mix of listed
and unlisted equity and debt securities and reverse repurchase transactions. The registered office of JSSGCL is
situated at 17th Floor, The Centre, Plot No. 28, SB-5, Abdullah Haroon Road, Saddar, Karachi, Pakistan. JSGCL
has eight branches (2022: eight) in seven cities of Pakistan.

JS Investments Limited (JSIL)

JSIL is principally owned by the Bank, holding 84.56% of its equity interest. The Bank acquired effective controlling
interest in JSIL on November 01, 2012, December 22, 2015 and August 31, 2019 0f 52.24%,12.92% and 19.40%
respectively. The ownership interest has increased by 32.32% without any change in the cost of investment,
due to the fact that JSIL has bought back its 38,225,744 ordinary shares out of its 100 million ordinary shares.
JSIL is a public listed company incorporated in Pakistan on February 22, 1995 under the repealed Companies
Ordinance, 1984. The shares of JSIL are listed on the Pakistan Stock Exchange (PSX), formerly since April 24,
2007. The registered office of JSIL is situated at The Centre, 19th Floor, Plot No. 28, SB-5, Abdullah Haroon
Road, Saddar, Karachi.

JSIL has obtained the license of an “Investment Advisor” and “Asset Management Company” (AMC) under the
Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003 (the NBFC Rules) and the Non-
Banking Finance Companies and Notified Entities Regulations, 2008 (the NBFC Regulations). In addition, JSIL
has also obtained registration to act as Pension Fund Manager under the Voluntary Pension System Rules, 2005.

JSIL is an asset management company of the following funds:

Open-end mutual funds: Closed-end mutual funds:

- JS Growth Fund - JS Rental REIT Fund

- Unit Trust of Pakistan

- JS Income Fund Private Equity and Venture Capital fund:
- JS Islamic Fund - JS Motion Picture Fund

- JS Fund of Funds

- JS Islamic Income Fund Pension funds:

- JS Cash Fund - JS Pension Savings Fund

- JS Large Cap Fund - JS Islamic Pension Savings Fund
- JS Money Market Fund - JS KPK Pension Fund

- JS Fixed Term Munafa Fund - JS KPK Islamic Pension Fund

- JS Islamic Dedicated Equity Fund

- JS Islamic Daily Dividend Fund

- JS Momentum Factor Exchange Traded Fund
- JS Microfinance Sector Fund

- JS Islamic Hybrid Fund of Funds

- JS Islamic Premium Fund

- JS Government Securities Fund



Annual Report

Notes to the Consolidated Financial Statements

For the year ended December 31, 2023

1.4.3

1.4.31

Banklslami Pakistan Limited (BIPL)

The shareholders of the Bank in their meeting held on March 30, 2022 approved to acquire, as per the requirements
of section 199 of the Companies Act, 2017, 86,316,954 ordinary shares of Banklslami Pakistan Limited (BIPL) (an
associated company of JSCL), constituting 7.79% of the paid-up capital of BIPL, from Emirates NBD Bank PJSC
at a price of upto Rs. 13.24 per share making the aggregate consideration upto Rs. 1,142 million.

During the year, pursuant to the approvals of the shareholders of the Bank at their General Meetings held on
March 29, 2023 and May 19, 2023 and after obtaining all the requisite corporate and regulatory approvals and
compliance with all the applicable laws and regulations, the Bank had acquired:

- 42.45%, i.e., on August 18, 2023, 470,603,772 ordinary voting shares and control of Banklslami Pakistan
Limited (BIPL), from sponsors and other shareholders of BIPL (including but not limited to, Jahangir Siddiqui
& Co. Ltd., the holding company of the Bank) through agreements against the issuance of 532,629,349
new shares of the Bank by way of other than rights and other than cash consideration, i.e., 1.1318 ordinary
shares of the Bank issued as consideration for every 1 ordinary share of BIPL. Accordingly on August 18,
2023, BIPL became a subsidiary of the Bank with 50.24% shareholding.

- 24.88%, i.e., on August 25, 2023, 275,891,276 ordinary shares of BIPL by way of public offer (published in
newspapers on June 28, 2023) made to all public shareholders as required under the Takeover Regulations
in cash at the rate of Rs. 23.99 per share. To partly finance the public offer, the Bank, with the approval of
the Board of Directors, had issued 220,568,925 ordinary shares by way of 17% Right Shares, i.e., 17 right
shares for every 100 shares held, at par value of Rs. 10/- each.

Post-acquisition, the shareholding of the Bank in BIPL had increased to 75.12%.

The Bank acquired the control over BIPL through following phases:

2023
Proportion
Date of Number of of voting
acquisition shares acquired equity interest

acquired
Acquired through Cash from Emirates ENBD November 11, 2022 86,316,954 7.79%
Acquired through Share SWAP Agreement August 18, 2023 470,603,772 42.45%
Acquired through Cash from Public Offer August 25, 2023 275,891,276 24.88%

832,812,002 75.12%
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follows:
Carryin Fair value .
Amc?t,mtgs adjustments Fair values

————————————————— Rupees in ‘000 ------------------
Cash and balances with treasury banks 27,815,593 - 27,815,593
Balances with other banks 1,183,041 - 1,183,041
Due from financial institutions - net 29,438,101 - 29,438,101
Investments - net 251,768,739 - 251,768,739
Islamic financing, related assets and advances - net 206,990,695 - 206,990,695
Fixed assets 13,791,652 291,788 14,083,440
Intangible assets 3,435,083 - 3,435,083
Deferred tax assets 2,917,107 (143,447) 2,773,660
Other assets - net 29,801,249 962 29,802,211
Non-current assets held for sale 447,523 - 447,523
Total Assets 567,588,783 149,303 567,738,086
Bills payable 4,226,945 - 4,226,945
Due to financial institutions 70,999,596 - 70,999,596
Deposits and other accounts 436,962,094 - 436,962,094
Subordinated sukuk 2,850,000 - 2,850,000
Other liabilities 20,994,161 - 20,994,161
Total Liabilities 536,032,796 - 536,032,796
Net Assets 31,555,987 149,303 31,705,290

Bargain purchase gain on acquisition

Consideration transferred 10,870,912
Non controlling interest (proportionate share in the net assets of BIPL) 15,779,178
Fair Value of previously held interest 1,478,609

28,128,699
Less: Fair value of net identifiable assets acquired as at acquisition date 31,705,290
Bargain purchase gain 3,576,591

Rupees in ‘000

Banklslami Pakistan Limited (BIPL) was incorporated in Pakistan on October 18, 2004 as a public limited company
to carry out the business of an Islamic Commercial Bank in accordance with the principles of Islamic Shariah.
BIPL is principally engaged in corporate, commercial, consumer, retail banking and investment activities.

BIPL is operating through 440 branches including 60 sub-branches as at December 31, 2023 (2022: 380
branches including 80 sub-branches). The registered office of the Bank is situated at 11th Floor, Dolmen City
Executive Tower, Marine Drive, Block-4, Clifton, Karachi. The shares of the Bank are quoted on the Pakistan
Stock Exchange Limited.

BIPL at the time of acquisition by the Bank had the following investments in subsidiary and associates which by
virtue of acquisition have now become subsidiary and associates of the Group:
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1.5

Percentage of

Name of Companies Relationship

Holding
My Solutions Corporation Limited 100% Subsidiary
Shakarganj Food Products Limited 30.48% Associate
KASB Capital Limited 21.78% Associate
KASB Funds Limited 43.89% Associate

My Solutions Corporation Limited (MSCL)

MSCL was incorporated as a private limited company on November 05, 1995 and was converted into a public
limited company on March 24, 2003. The Company is currently dormant. Its registered office is situated at the
‘Oth floor, Trade Centre, I.I Chundrigar Road, Karachi. MSCL is a wholly owned subsidiary of BIPL and therefore
an indirect subsidiary of the Group.

Associated Companies

Omar Jibran Engineering Industries Limited (OJEIL)

The Bank has invested in the shares of OJEIL, a public unlisted company. The Bank has classified the investment
as an associate on account of its significant influence over the investee company. OJEIL was incorporated on
June 25, 1987 in Pakistan as an unquoted public limited company under the repealed Companies Ordinance,
1984. The registered office of OJEIL is situated at DSU-10, Pakistan Steel Industries Estate Bin Qasim, Karachi.
OJEIL is mainly engaged in the manufacture and sale of automotive parts and armouring of vehicles.

Veda Transit Solutions (Private) Limited (VEDA)

The Bank has invested in the shares of VEDA, a private limited company. The Bank has classified the investment
as an associate on account of its significant influence over the investee company. VEDA was incorporated on
June 10, 2016 in Pakistan as private limited company under the repealed Companies Ordinance, 1984. The
registered office of VEDA is situated at Raaziq Logistics Centre 16 KM, Multan Road, Near Dina Nath Stop,
Lahore. VEDA is mainly engaged in the rural / urban, intracity / intercity transportation of passenger and goods.

Intercity Touring Company (Private) Limited (ITC)

The Bank has invested in the shares of ITC, a private limited company. The Bank has classified the investment
as an associate on account of its significant influence over the investee company. ITC was incorporated on April
25, 2014 in Pakistan as private limited company under the repealed Companies Ordinance, 1984. The registered
office of ITC is situated at 147-P Gulberg lll, Lahore. ITC is mainly engaged in the transportation, touring and
logistics related services.

Shakarganj Food Products Limited (SFPL)

SFPL was incorporated in Pakistan initially as a private limited company on April 03, 2001 under the repealed
Companies Ordinance, 1984. The name of SFPL was changed from A.M. Fruit Products (Private) Limited to
Shakarganj Food Products Limited along with change of its status from private to public limited on January 03,
2006. The principal activity of SFPL is manufacturing, processing and sale of food products (dairy, fruit pulps and
concentrate juices). SFPL is an associate of BIPL and is therefore an associate of the Group.
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KASB Capital Limited (KCL)

KCL is a limited liability company incorporated on June 24, 2008 and domiciled in Mauritius. The address of its
registered office is C/o Consilex Limited, 4th floor, Les Jamalacs Building, Vieux Conseil Street, Port Louis, Republic
of Mauritius. KCL holds a category 1 Global Business licence issued by the Financial Services Commission and
is involved in investment holding activities and investment dealer (full service dealer, excluding underwriting). KCL
is an associate of BIPL and is therefore an associate of the Group.

KASB Funds Limited (KFL)

KFL was incorporated in Pakistan on January 24, 2005 under the repealed Companies Ordinance 1984 as an
unlisted public company. The registered office of KFL is situated at 9th Floor, Trade Centre, I.I. Chundrigar Road,
Karachi. KFL is licensed to carry out Asset Management and Investment Advisory Services under the Non-
Banking Finance Companies (Establishment and Regulation) Rules, 2003 (the NBFC Rules) and the Non-Banking
Finance Companies and Notified Entities Regulations, 2008 (the NBFC Regulations). The principal activity of KFL
is to float and manage open-end and closed-end mutual funds and to provide investment advisory services. KFL
is an associate of BIPL and is therefore an associate of the Group.

BASIS OF PRESENTATION

These consolidated financial statements have been prepared in conformity with the format of financial statements
prescribed by the State Bank of Pakistan (SBP) vide BSD Circular No. 02, dated January 25, 2018.

These consolidated financial statements include financial statements of JS Bank Limited and its subsidiary
companies, (the Group) and share of the profit / reserves of associates.

These consolidated financial statements have been presented in Pakistan Rupees (PKR), which is the currency
of the primary economic environment in which the Group operates and functional currency of the Group. The
amounts are rounded off to the nearest thousand rupees except as stated otherwise.

The US Dollar amounts shown on the statement of financial position, profit and loss account, statement of
comprehensive income and cash flow statement are stated as additional information solely for the convenience
of readers and have not been subject to audit by the external auditors. For the purpose of conversion to US
Dollars, the rate of Rs. 281.8607 to 1 US Dollar has been used for 2022 and 2023 as it was the prevalent rate as
on December 31, 2023.

Statement of Compliance

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

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

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

- Provisions of and directives issued under the Banking Companies Ordinance, 1962;
- Provisions of and directives issued under 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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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, the requirements of the Banking
Companies Ordinance, 1962, the Companies Act, 2017 and the said directives shall prevail.

The SBP has deferred the applicability of International Accounting Standard (IAS) 39, ‘Financial Instruments:
Recognition and Measurement’ and International Accounting Standard (IAS) 40, ‘Investment Property’ for
banking companies vide BSD Circular Letter No. 10 dated August 26, 2002 till further instructions. Further, the
SECP has deferred the applicability of International Financial Reporting Standard (IFRS) 7, ‘Financial Instruments:
Disclosures’ on banks vide its notification S.R.O 411(1)/2008 dated April 28, 2008. Accordingly, the requirements
of these standards have not been considered in the preparation of these consolidated financial statements.
However, investments have been classified and valued in accordance with the requirements prescribed by the
SBP through various circulars.

International Financial Reporting Standard (IFRS) 10, ‘Consolidated Financial Statements’ was made applicable
from period beginning on or after January 01, 2015 vide S.R.O 633(1)/2014 dated July 10, 2014 by SECP. However,
SECP has directed through S.R.O 56(1)/2016 dated January 28, 2016, that the requirement of consolidation
under section 228 of the Companies Act, 2017 and IFRS 10 is not applicable in case of investment by companies
in mutual funds established under trust structure. Accordingly, the requirements of these standards have not been
considered in the preparation of these consolidated financial statements.

Further, as per SBP’s BPRD Circular No. 07 dated April 13, 20283, IFRS 9 ‘Financial Instruments’ is applicable for
all Banks effective from January 01, 2024. However, an option of early adoption of the standard had been made
permissible.

Basis of Consolidation
Subsidiary

- The consolidated financial statements include the financial statements of the Bank and its subsidiary
companies together - the Group.

- Subsidiaries are entities controlled by the Group. Control exists when the Group is exposed, or has rights, to
variable returns from its investment with investee and has the ability to effect those return through its power
over the investee except investment in mutual funds established under trust structure where IFRS 10 is not
applicable in case of investment by companies in mutual funds established under Trust structure.

- These consolidated financial statements incorporate the financial statements of subsidiaries from the date
that control commences until the date that control ceases.

- The financial statements of the subsidiary companies are prepared for the same reporting year as the Bank
for the purpose of consolidation, using consistent accounting policies.

- The assets, liabilities, income and expenses of subsidiary companies have been consolidated on a line by
line basis.

- Non-controlling interests are that part of the net results of operations and of net assets of subsidiaries
attributable to interest which are not owned by the Bank.

- Material intra-group balances and transactions are eliminated.

Associate

Associates are those entities in which the Group has significant influence, but not control, over the financial and
operating polices. Associates are accounted for using the equity method.

287



Annual Report

Notes to the Consolidated Financial Statements

For the year ended December 31, 2023

2.2.3

2.3

2.4

288

Acquisition Accounting

Acquisitions of businesses not under common control are accounted for using the acquisition method. The
consideration transferred in a business combination is measured at fair value, which is calculated as the sum of
the acquisition-date fair values of the assets transferred by the bank, liabilities incurred by the bank to the former
owners of the acquiree and the equity interests issued by the Bank in exchange for control of the acquiree.
Acquisition-related costs are recognised in profit and loss account as incurred.

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

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

Non-controlling interests that are present ownership interests and entitle their holders to a proportionate share of
the Group’s net assets in the event of liquidation is measured at proportionate share of net assets of the acquiree
at the date of the acquisition.

Standards, interpretations of and amendments to approved accounting standards that are effective in
the current period

The Group has adopted Disclosure of Accounting Policies (Amendments to IAS 1 and IFRS Practice Statement
2) from January 01, 2023. These amendments neither resulted in any changes to the accounting policies nor
impacted the accounting policies’ information disclosed in the financial statements.

The amendments require the disclosure of ‘material’, rather than ‘significant’, accounting policies. The amendments
also provide guidance on the application of materiality to disclosure of accounting policies, assisting entities to
provide useful, entity-specific accounting policy information that users need to understand other information in
the financial statements.

The information disclosed in Note 4 ‘Material Accounting Policies’ has been assessed to be in line with the
amendments.

There are certain other amendments to existing accounting and reporting standards that have become applicable
to the Group for accounting periods beginning on or after January 01, 2023. These are either considered to not
be relevant or do not have any significant impact and accordingly have not been detailed in these consolidated
financial statements.

Standards, interpretations of and amendments to approved accounting standards that are not yet
effective

The following International Financial Reporting Standards (IFRS) as notified under the Companies Act, 2017 and
the amendments and interpretations thereto will be effective for accounting periods beginning on or after January
01, 2024

Effective date (annual periods
beginning on or after)

Classification of Liabilities as Current or Non-current and application of

materiality to disclosure of accounting policies - Amendments to IAS 1 January 01, 2024

Disclosure of Accounting Policies - Amendments to IAS 1 and IFRS Practice

Statement 2 January 01, 2024
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Effective date (annual periods
beginning on or after)

Lease liability in a sale and leaseback - Amendments to IFRS 16 January 01, 2024

Deferred Tax related to Assets and Liabilities arising from a Single Transaction January 01 2024
- Amendments to IAS 12 v oL

Sale or Contribution of Assets between an Investor and its Associate or Not vet finalized
Joint Venture - Amendments to IFRS 10 and IAS 28 Y

Amendments to IAS 21- Lack of Exchangeability January 01, 2025

Critical accounting estimates and key sources of estimation uncertainty

The preparation of these consolidated financial statements in conformity with accounting and reporting standards
as applicable in Pakistan requires management to make judgments, estimates and assumptions that affect the
reported amounts of assets and liabilities and income and expenses. It also requires management to exercise
judgment in the application of its accounting policies. The estimates and 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.

Significant accounting estimates and areas where judgments were made by management in the application of
accounting policies are as follows:

i) provision against non-performing advances (notes 4.7 and 10.5).

i) classification and valuation of investments (notes 4.4 and 9).

i) income taxes (notes 4.15 and 33).
iv) defined benefit plans (notes 4.17 and 37).
)

v) fair value of derivatives (note 4.5.2 and 23).
i) valuation and depreciation of fixed assets (notes 4.8 and 11).

i) impairment of goodwill (notes 4.21 and 12.3)

viii) valuation of right-of-use assets and their related lease liability (notes 4.9, 11.3 and 19.1).

iX) valuation of non-banking assets acquired in satisfaction of claims (note 4.11 and 13.1).

<. <

BASIS OF MEASUREMENT
These consolidated financial statements have been prepared under the historical cost convention except for:

- Certain classes of fixed assets and non-banking assets acquired in satisfaction of claims which are stated at
revalued amounts less accumulated depreciation.

- Investments classified as held-for-trading and available-for-sale and derivative financial instruments, which
are measured at fair value.

- Net obligations in respect of defined benefit schemes which are carried at their present values.
MATERIAL ACCOUNTING POLICY INFORMATION

The material 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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Cash and cash equivalents

Cash and cash equivalents represent cash and balances with treasury banks and balances with other banks net
of any overdrawn nostro accounts.

Lendings to / borrowings from financial institutions

The Group enters into transactions of lendings to / borrowings from financial institutions at contracted rates for a
specified period of time. These are recorded as under:

(a) Sale under repurchase obligation

Securities sold subject to a repurchase agreement (repo) are retained in the financial statements as
investments and liability to counter party is included in borrowings. The difference in sale and repurchase
value is accrued over the period of the contract and recorded as an expense using effective interest rate
method.

(b) Purchase under resale obligation

Securities purchased under agreement to resell (reverse repo) are not included in statement of financial
position as the Group does not obtain control over the securities. Amount paid under these agreements
is included in lendings to financial institutions or advances as appropriate. The difference between the
contracted price and resale price is amortised over the period of the contract and recorded as income using
effective interest method.

(c) Other borrowings

Other borrowings include borrowings from the SBP and unsecured call borrowings which are recorded at
the proceeds received. Mark-up paid on such borrowings is charged to the profit and loss account over the
period of borrowings on time proportionate basis using effective interest method.

Due to / from financial and other institutions

Bai Muajjal

In Bai Muajjal transactions, the Group sells sukuk on deferred payment basis to 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 deferred payment amount receivable and the carrying value at the time of sale is accrued and
recorded as income over the credit period.

Musharakah

In Musharakah, the Group invests / accepts in the Shariah compliant business pools of / from the financial
institutions at the agreed profit and loss sharing ratio (PSR).

Musharakah from State Bank of Pakistan under Islamic Export Refinance Scheme (IERS)

Under IERS, the Group accepts funds from the SBP under Shirkat-ul-Agd to constitute a pool for investment in
export refinance portfolio of the Group under the Shariah guidelines issued by the SBP. The profit of the pool is
shared as per the agreed PSR between the partners.

Acceptances from State Bank of Pakistan for financial assistance

The Group has recorded Acceptances from State Bank of Pakistan for financial assistance at its fair value which
is amortised over its agreed term.



Annual Report

Notes to the Consolidated Financial Statements

For the year ended December 31, 2023

4.3.5

4.3.6

4.4

4.41

Commodity Murabaha

In Commodity Murabaha, the Group sells commodities 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.

Wakalah

In Wakalah, the Group accepts / places funds from / with financial institutions by entering into Investment Agency
for the funds to be invested in profitable avenues as / on behalf of the Muwakkil.

Investments
Investments of the Group are classified into following categories:

Held-for-trading

These are securities which are either acquired for generating profit from short-term fluctuations in market prices,
interest rate movements, dealer’s margin or are securities included in a portfolio in which a pattern of short-term
profit taking exists. These securities are carried at fair value with any related gain or loss being recognised in profit
and loss account.

Available-for-sale

These are investments that do not fall under the held-for-trading or held-to-maturity categories. These are initially
recognised at cost, being the fair value of the consideration given including the acquisition cost. These securities
are carried at fair value with any related surplus or deficit on revaluation recognised in other comprehensive
income.

Held-to-maturity

These are securities with fixed or determinable payments and fixed maturities that are held with the intention and
ability to hold till maturity. Investments classified as held-to-maturity are carried at amortised cost.

Associates

Associates are all entities over which the Group has significant influence but not control. These are accounted for
using the equity method of accounting.

Under the equity method, the investment in associates are initially recognised at cost and the carrying amount of
investment is increased or decreased to recognise the investor’s share of the post acquisition profits or losses,
share of other comprehensive income or loss and share of the post acquisition movement in other reserves.
When the Group’s share of losses in an associate equals or exceeds its interest in the associate, including any
other unsecured receivables, the Group does not recognise further losses, unless it has incurred obligations or
made payments on behalf of the associate. However, in case where associates are considered as fully impaired
and financial statements are not available these investments are stated at cost less provision.

Initial measurement

All ‘regular way’ purchases and sales of financial assets are recognised on the trade date, i.e. the date on which
commitment to purchase / sale is made by the Group. Regular way purchases or sales of financial assets are
those, the contract for which requires delivery of assets within the time frame generally established by regulation
or convention in the market place.

Investments are initially recognised at fair value which, in the case of investments other than held for trading,

includes transaction costs associated with the investments. Transaction costs on investments held for trading
are expensed as incurred.
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Premium or discount on acquisition of investments is capitalised and amortised through the profit and loss
account using effective yield over the remaining period of the investment.

Subsequent measurement
Held-for-trading

These are securities measured at subsequent reporting dates at fair value. Gains and losses on re-measurement
are included in the profit and loss account.

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 statement of financial
position as part of the equity and is taken to the profit and loss account when realised upon disposal or when the
investment is 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 profit and loss account. A subsequent
increase in the carrying value, up to the cost of the investment, is credited to the profit and loss account.
Investments in other unquoted securities are valued at cost less impairment, if any.

Held-to-maturity

These are securities measured at amortised cost using the effective interest rate method, less any impairment
loss recognised to reflect irrecoverable amounts.

Impairment / diminution in the value of securities

Impairment loss in respect of quoted equity securities classified as available-for-sale 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. Objective evidence that
the cost may not be recovered, in addition to qualitative impairment criteria, includes a significant or prolonged
decline in the fair value below average cost. A decline to be considered as:

- Significant if the fair value is below the weighted average cost by more than 30 percent.
- Prolonged if the fair value is below the weighted average cost for a period of more than one year.

Available-for-sale

If an available-for-sale equity security is impaired, the cumulative loss that had been recognised in equity, shall
be reclassified from equity to profit and loss as a reclassification adjustment even though the financial asset
has not been derecognised, any further decline in the fair value at subsequent reporting dates is recognised
as impairment. Therefore, at each reporting period, for an equity security that was determined to be impaired,
additional impairments is recognised for the difference between the fair value and the original cost basis, less any
previously recognised impairment.

If, in subsequent period, the value of an available-for-sale equity security increases resulting in revaluation surplus,
any impairment losses recognised in profit and loss account shall not be reversed except in case of derecognition.
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Held-to-maturity

Impairment losses are incurred if, and only if, there is objective evidence of impairment after initial recognition
of the investment. The impairment loss is recognised in the profit and loss account. If, in a subsequent period,
any indication that an impairment loss recognised in prior periods no longer exist or may have decreased, the
impairment loss shall be reversed, with the amount of the reversal recognised in profit and loss account.

Debt Securities

Participation Term Certificates (PTCs), Term Finance Certificates (TFCs), Sukuk certificates and other debt
securities will be classified on the valuation date on the basis of default in their repayment in line with the criteria
prescribed for classification of short, medium and long-term facilities in accordance with the requirements of the
Prudential Regulations issued by the SBP.

Financial instruments

Financial assets and financial liabilities

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

Derivative financial instruments

Derivative financial instruments are initially recognised at fair value on the date on which the derivative contract
is entered into and are subsequently re-measured at fair value using valuation techniques. All derivative financial
instruments are carried as assets when fair value is positive and liabilities when fair value is negative. Any change
in the fair value of derivative financial instruments is taken to the profit and loss account.

Off-setting of financial assets and financial liabilities

Financial assets and financial liabilities are set off and the net amount is reported in the financial statements when
there is a legally enforceable right to set off and the Group intends to either settle the assets and liabilities on a net
basis or to realise the assets and to settle the liabilities simultaneously. Income and expenses arising from such
assets and liabilities are accordingly offset.

Advances

Loan and advances

Advances are stated net of general and specific provisions. General and specific provisions against funded
loans are determined in accordance with the requirements of the Prudential Regulations issued by the SBP and
charged to the profit and loss account. Advances are written off when there are no realistic prospects of recovery.

Finance lease

Leases, where the Group transfers substantially all the risks and rewards incidental to ownership of an asset to
the lessee are classified as finance leases. A receivable is recognised at an amount equal to the present value of
the lease payment including any guaranteed residual value, if any. Net investment in finance lease is included in
loans and advances to customers.
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Islamic financing, related assets and advances

Islamic financing and related assets are financial products originated by the Group and principally comprise of
Murabaha, Istisna, ljarah, Salam, Muswammah, Diminishing Musharakah, Running Musharakah (Shirkat-ul-Aqd)
and other Islamic modes of financing and the related assets.

As a general rule, funds disbursed under financing arrangements for purchase of goods / assets are recorded as
advance. On culmination, financings are recorded at the deferred sale price net of profit. Goods purchased but
remaining unsold at the reporting date are recorded as inventories.

ljarah Financing {ljarah contracts where the Bank acts as Mujir (lessor)}

ljarah financing executed on or before December 31, 2008 have been accounted for under finance method,
thereafter all ljarah financing are accounted for under IFAS-2.

- Under finance method, the present value of minimum ljarah payments have been recognised and shown
under Islamic financing and related assets. The unearned income (the excess of aggregate ljarah rentals
over the cost of the asset and documentation charges under ljarah facility) is deferred and then amortised
over the term of the ljarah, so as to produce a constant rate of return on net investment in the ljarah. Gains
/ losses on termination of ljarah contracts are recognised as income on a receipt basis. Income on ljarah is
recognised from the date of delivery of the respective assets to the Mustajir (lessee).

- Under IFAS-2 method, assets underlying ljarah financing have been carried at cost less accumulated
depreciation and impairment, if any, and are shown under Islamic financing and related assets. Rentals
accrued from ljarah financing net of depreciation charge are recognised to the profit and loss account.
Depreciation on ljarah assets is charged by applying the straight line method over the ljarah period which
is from the date of delivery of respective assets to Mustajir up to the date of maturity / termination of ljarah
agreement.

Murabaha

Murabaha is a sale transaction with the purchase ordered wherein the first party sells to the client / customer
Shariah compliant assets / goods for cost plus a pre-agreed profit after getting title and possession of the
same. In principle, on the basis of an undertaking (Promise-to-Purchase) from the client (the purchase ordered),
the Group purchases the assets / goods subject of the Murabaha from a third party and takes the possession
thereof. However, the Group can appoint the client as its agent to purchase and take possession of the assets /
goods on its behalf. Thereafter, it sells it to the client at cost plus the profit agreed upon in the promise.

Istisna

Istisna is a contract where the buyer orders the client (seller / manufacturer) to manufacture and deliver specified
goods at an agreed contract price upon completion. Istisna is used with Wakalah agreement to provide financing
mainly to manufacturers. Thus the transaction consists of two stages:

(i) Bai lstisna whereby the Group purchases goods from the client; and
(i) Wakalah whereby the Group after receipt / possession of goods, appoints the client its agent to sell the
goods in the market.

Diminishing Musharakah
Diminishing Musharakah represents an asset in joint ownership whereby a partner promises to buy the equity

share of the other partner until the ownership of the asset is totally transferred to him. The partner using the asset
pays the proportionate rental of such asset to the other partner (the Group).
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Import Murabaha

Import Murabaha is a product, used to finance a commercial transaction which consists of purchase by the
Group (generally through an undisclosed agent) the goods from the foreign supplier and selling them to the
client after getting the title and possession of the goods. Murabaha financing is extended to all types of trade
transactions i.e., under Documentary Credits (LCs), Documentary Collections and Open Accounts.

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. In Salam financing, the transaction consists of two stages:

(i) Bai Salam whereby the Group purchases goods from the client; and
(i) Wakalah whereby the Group after receipt / possession of goods, appoints the client its agent to sell the
goods in the market.

Musawamah / Tijarah

Under this product the Group purchases identified goods from client at an agreed purchase price on the basis of
Musawamah / Tijarah. The Group then sells the goods in the market through an agent (Client) at a higher price
to earn its desired profit.

Musharakah

Musharakah are different types of partnerships in business with distribution of profit in agreed ratio and distribution
of loss in the ratio of capital invested.

Wakalah-tul-Istismar (Investment Agency Wakalah)

Wakalah-tul-Istismar means appointing another person to invest and grow one’s wealth, with or without a fee. It
covers contract for acquisition of services of a person or institution (Wakeel) for making investments of Wakalah
Funds, and accomplishment of certain task on behalf of another person or institution (Muwakkil).

Running Musharakah

In Running Musharakah financing, the Group enters into financing with the customer based on Shirkat-ul-Agd
(Business Partnership) in customer’s operating business. Under this mechanism the customer can withdraw and
return funds to the Group subject to its Running Musharakah Financing limit during the Musharakah period. At
the end of each quarter / half year the 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 the customer.

ljarah

liarah is a contract where the owner of an asset transfers its usufruct (i.e. the usage right) to another person for
an agreed period, at an agreed consideration. The rentals received / receivable on ljarah are recorded as income
/ revenue. Depreciation on ljarah assets is charged by applying the straight line method over the ljarah period
which is from the date of delivery of respective assets to Mustajir up to the date of maturity / termination of ljarah
agreement.
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Fixed assets

Property and equipment

Fixed assets except office premises are shown at historical cost less accumulated depreciation and accumulated
impairment losses, if any. Historical cost includes expenditures that are directly attributable to the acquisition
of the items. Leasehold land and buildings on leasehold land are stated at revalued amount less accumulated
depreciation and impairment loss, if any.

Depreciation is calculated and charged to profit and loss account using the straight-line method so as to write
down the cost of the assets to their residual values over their estimated useful lives at the rates given in note 11.2.
A full month’s depreciation is charged from the month in which assets are brought into use and no depreciation is
charged for the month in which the disposal is made. The residual values, useful lives and depreciation methods
are reviewed and changes, if any, are treated as change in accounting estimates, annually.

Subsequent costs are included in the asset’s carrying amount 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. The carrying amount of the replaced part is derecognised. All other repairs
and maintenance are charged to the profit and loss account during the period in which they are incurred.

An item of property and equipment is derecognised upon disposal or when no future economic benefits are
expected from its use or disposal. Any gain or loss arising on de-recognition of the asset is recognised in the profit
and loss account in the year the asset is derecognised.

Surplus / deficit on revaluation of fixed assets

The surplus arising on revaluation is credited to other comprehensive income. However, the increase shall be
recognised in profit or loss to the extent that it reverses a revaluation decrease of the same asset previously
recognised in profit and loss account.

The deficit arising on a particular property as a result of a revaluation is recognised in profit and loss account as an
impairment. However, the decrease to be recognised in other comprehensive income to the extent of any credit
balance existing in the revaluation surplus in respect of that asset.

Depreciation on buildings which are revalued is determined with reference to the value assigned to such assets
on revaluation and depreciation charge for the year is taken to the profit and loss account; and an amount equal
to incremental depreciation for the year net of deferred taxation is transferred from “Surplus on Revaluation of
Fixed Assets Account” to unappropriated profit through Statement of Changes in Equity to record realisation of
surplus to the extent of the incremental depreciation charge for the year.

Gains or losses on disposal of assets are included in the profit and loss account, except for the related surplus
on revaluation of fixed assets (net of deferred tax) which is transferred directly to equity.

Capital work-in-progress

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

Lease liability and right-of-use asset

The Group enters into leasing arrangements for its office premises, branches, ATMs and warehouses. Rental
contracts are typically for a fixed period 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.
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In determining the lease term, management considers all facts and circumstances that create an economic
incentive to exercise an extension option or not 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
be terminated).

The lease liability is initially measured at the present value of the lease payments to be made over the lease term,
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 the lessee exercising 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.

The lease liability is remeasured when the Group reassesses the reasonable certainty of exercise of extension or
termination option upon occurrence of either a significant event or a significant change in circumstance, 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 payment. The corresponding adjustment is
made to the carrying amount of the right-to-use asset, or is recorded in profit and loss if the carrying amount of
right-to-use asset has been reduced to zero.

On initial recognition, right-of-use assets are measured at an amount equal to initial lease liability adjusted for any
lease payments made at or before the commencement date, plus any initial direct costs incurred and an estimate
of costs to be incurred to dismantle and remove the underlying asset or to restore the underlying asset or the site
on which it is located.

The right-of-use asset is subsequently measured at cost model. The right of use asset 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 asset is reduced by impairment losses, if any, and adjusted for certain
remeasurements of the lease liability.

Intangible assets

Intangible assets are stated at cost less accumulated amortisation and impairment, if any. Intangible assets are
amortised from the month when the assets are available for use, using the straight line method, whereby the cost
of the intangible asset is amortised over its estimated useful life over which economic benefits are expected to
flow to the Group. The useful life and amortisation method are reviewed and adjusted, if appropriate, annually.

Intangible assets having an indefinite useful life are carried at cost less any impairment in value and are not
amortised. However these are reviewed for impairment annually or more frequently if events or changes in
circumstances indicate that the carrying value may be impaired.

Non-banking assets acquired in satisfaction of claims

Non-banking assets acquired in satisfaction of claims under Debt Property Swap (DPS) transactions, against the
loans in category of loss, are initially carried at cost and subsequently at revalued amounts at each year-end date
of the statement of financial position, being the fair value at the date of revaluation less subsequent accumulated
depreciation and subsequent accumulated impairment losses, if any. The valuation of properties acquired is
conducted regularly, so as to ensure that their net carrying value does not materially differ from their fair value.
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All direct cost including legal fees, valuation and transfer costs of acquiring title to property shall be expensed
when incurred through profit and loss account.

Subsequent costs are included in the asset’s carrying amounts only when it is probable that future benefits
associated with the item will flow to the Group and the cost of the item can be measured reliably. All other
subsequent costs including repair and maintenance are charged to the profit and loss account as and when
incurred.

Depreciation on assets acquired in satisfaction of claims is charged to the profit and loss account in line with the
depreciation charged on fixed assets.

Any reductions in non-performing loans and corresponding reductions in provisions held against non-performing
loans, as a result of the recognition of such assets, are disclosed separately in the notes to these consolidated
financial statements.

These assets are generally intended for sale. Gains and losses realised on the sale of such assets are disclosed
separately from gains and losses realised on the sale of fixed assets in the notes to these consolidated financial
statements. If such asset is subsequently used by the Group for its own operations, the asset, along with any
related surplus, is transferred to fixed assets.

Surplus / deficit on revaluation of non-banking assets

Revaluation of non-banking assets acquired in satisfaction of claims under Debt Property Swap (DPS) transactions
are carried out under criteria given in regulations for DPS issued by the State Bank of Pakistan (SBP) vide BPRD
Circular No. 01 dated January 01, 2016 i.e. valuation of property shall be done on individual property basis
and not on portfolio basis, whereas accounting treatment of revaluation is accounted for in accordance with
applicable financial reporting standards i.e. International Accounting Standard (IAS) 16 as referred in note 4.7.2.

Furthermore, revaluation surplus on such assets shall not be admissible for calculating the Group’s Capital
Adequacy Ratio and exposure limits under the Prudential Regulations. However, the surplus can be adjusted
upon realisation of sale proceeds.

Impairment other than investments and deferred tax

At each balance sheet date, the Group reviews the carrying amounts of its assets (other than investment and
deferred tax asset) to determine whether there is an indication that those assets have suffered an impairment loss.
If any such indication exists, the recoverable amount of the assets is estimated in order to determine the extent
of the impairment loss, if any. Recoverable amount is the higher of net selling price (being fair value less cost to
sell) and value-in-use. If the recoverable amount of an asset is estimated to be less than its carrying amount,
the carrying amount of the assets is reduced to its recoverable amount. Impairment losses are recognised as an
expense in profit and loss account immediately.

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

Borrowings / deposits and their cost

Borrowings / deposits are initially recorded at the amount of proceeds received. Costs of borrowings / deposits
are recognised separately as part of other liabilities and is charged to the profit and loss account over the period
on an accrual basis.
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Subordinated debt

Subordinated debts are initially recorded at the amount of proceeds received. Mark-up accrued on subordinated
debts is recognised separately as part of other liabilities and is charged to the profit and loss account over the
period on an accrual basis.

Taxation
Current

The charge for current taxation is based on taxable income at the current rate of taxation after taking into account
applicable tax credit, rebates and exemptions available, if any, or minimum tax on turnover, whichever is higher.
The charge for current tax also includes adjustments, where considered necessary, relating to prior years arising
from assessments made during the year.

Deferred

Deferred tax is recognised using the balance sheet approach on all temporary differences arising between tax
bases of assets and liabilities and their carrying amounts appearing in these consolidated financial statements.
Deferred tax liability is recognised on taxable temporary differences. Deferred tax asset is recognised for all
deductible temporary differences and carry forward of unused tax losses, if any, only to the extent that it is
probable that future taxable profits will be available against which the asset can be utilised. Deferred tax assets
are reduced to the extent that it is no longer probable that the related tax benefits will be realised.

Deferred tax is calculated at the rates that are expected to apply to the period wherein the differences are
expected to reverse, based on tax rates that have been enacted or substantively enacted by the balance sheet
date. Deferred tax is charged or credited to the profit and loss account.

Deferred tax, if any, on revaluation of investments is recognised as an adjustment to surplus / (deficit) arising on
revaluation in accordance with the requirements of International Accounting Standrad (IAS) 12, ‘Income Taxes’.

Provisions

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 balance sheet date and are adjusted to reflect the current best
estimate.

Provision against identified non-funded losses is recognised when intimated and reasonable certainty exists for
the Group to settle the obligation. The loss is charged to profit and loss account net of expected recovery.

Staff retirement benefits

Defined contribution plan - the Group

The Group has established a provident fund scheme for all its permanent employees effective from January 01,
2007 in accordance with the trust deed and rules made there under. Equal monthly contributions are made, both

by the Group and the employees, to the fund at the rate defined below of basic salary. Contribution by the Group
is charged to profit and loss account.
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Contribution

basic salary
- JS Bank Limited (the Bank) 7.10%
- JS Global Capital Limited (Subsidiary) 7.33%
- JS Investment Limited (Subsidiary) 7.33%
- Banklslami Pakistan Limited (Subsidiary) 10.00%

Defined benefit plan

JS Bank Limited (the Bank)

The Bank operates an approved funded gratuity scheme covering all its eligible employees who have completed
minimum qualifying period. An actuarial valuation of defined benefit scheme is conducted at the end of every
year or on occurrence of any significant change. The most recent valuation in this regard was carried out as
at December 31, 2023, using the projected unit credit actuarial valuation method. Under this method cost of
providing for gratuity is charged to profit and loss account so as to spread the cost over the service lives of the
employees in accordance with the actuarial valuation. Past-service costs are recognised immediately in profit and
loss account and actuarial gains and losses are recognised immediately in other comprehensive income.

Banklslami Pakistan Limited (BIPL)

BIPL operates an approved funded gratuity scheme for its permanent employees. The liability recognised in the
consolidated statement of financial position in respect of defined benefit gratuity scheme, is the present value
of the defined benefit obligation at the consolidated statement of financial position date less the fair value of
plan assets. Contributions to the fund are made on the basis of actuarial recommendations. The defined benefit
obligation is calculated periodically by an independent actuary using the projected unit credit method. The last
valuation was conducted as on December 31, 2023.

Amounts arising as a result of remeasurements, representing the actuarial gains and losses and the difference
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.

Revenue recognition

Revenue is recognised to the extent that economic benefits will flow to the Group and the revenue can be reliably
measured. These are recognised as follows:

- Mark-up income / interest on performing advances and returns on debt securities are recognised on a time
proportion basis using the effective interest method except returns on debt securities in held-to-maturity
portfolio which is recognised on a straight line basis.

- Mark-up income / interest / profit on non-performing advances and debt securities is recognised on a
receipt basis, in accordance with the requirements of the Prudential Regulations issued by the State Bank
of Pakistan.

- Where debt securities are purchased at premium or discount, such premium / discount is amortised through
the profit and loss account over the remaining period of maturity.

- Financing method is used in accounting for income from lease financing. Under this method, the unearned
lease income (excess of the sum of total lease rentals and estimated residual value over the cost of leased
assets) is deferred and taken to income over the term of the lease period so as to produce a constant
periodic rate of return on the outstanding net investment in lease. Gains / losses on termination of lease
contracts, documentation charges, front-end fees and other lease income are recognised as income when
these are realised.
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- Fee, brokerage and commission income is recognised on an accrual basis.
- Dividend income is recognised when the Group’s right to receive dividend is established.
- Gain /loss on sale of investments is credited / charged to profit and loss account.

- Profit on Murabaha and Commodity Murabaha is recognised over the financing stage of Murabaha on an
accrual basis. Profit on Murabaha transactions for the period from the date of disbursement to the date of
culmination of Murabaha is recognised immediately on the culmination date.

- Profit from Istisna, Salam and Muswammah / Tijarah are recorded on an accrual basis commencing from the
time of sale of goods till the realisation of proceeds by the Group. Profit from Diminishing Musharakah are
recognised on a time proportionate basis in the form of rentals.

- Financing method is used in accounting for income from ljarah contracts written up to December 31, 2008.
Under this method, the unearned income (excess of aggregate ljarah rentals over the cost of the asset and
documentation charges under ljarah facility) is deferred and then amortised over the term of the ljarah, so as
to produce a constant rate of return on net investment in the ljarah. Gains / losses on termination of ljarah
contracts are recognised as income when they are realised. Income on ljarah is recognised from the date of
delivery of the respective assets to the Mustaijir (lessee).

- Rental from ljarah contracts entered on or after January 01, 2009 is recognised in the profit and loss account
over the term of the contract net of depreciation expense relating to the ljarah assets.

- Provisional profit of Musharakah financing is recognised on an accrual basis. Actual profit / loss on
Musharakah financing is adjusted after declaration of profit by Musharakah partner or on liquidation of
Musharakah.

- Profit on Wakalah-tul-Istismar financings is recognised on an accrual basis and is adjusted upon declaration
of profit by the Wakeel.

- Profit on Running Musharakah financings is recognised on an accrual basis and is adjusted upon declaration
of profit by Musharakah partners.

- Profit on classified financing is recognised on a receipt basis.
- Profit on Sukuks is recognised on an accrual basis. Where Sukuks (excluding held-for-trading securities) are
purchased at a premium or discount, the premiums / discounts are amortised through the profit and loss

account over the remaining life of Sukuk, using the effective yield method.

- Brokerage, consultancy, advisory fee, underwriting, book running fee, commission on foreign exchange
dealings and debt securities etc. are recognised as and when such services are provided.

- Income from reverse repurchase transactions, debt securities and bank deposits is recognised at effective
yield on time proportionate basis.

- Remuneration for management services is recognised on an accrual basis by applying pre-defined
remuneration percentage on daily net average value of the fund. The fee so charged does not exceed the
limit prescribed in the NBFC Regulations / Voluntary Pension System Rules, 2005.

- Gains / losses arising on revaluation of derivatives to fair value are taken to statement of profit or loss under
other income / other expense in the period in which they arise.

- Commission income from open end funds is recognised at the time of sale of units.

301



Annual Report

Notes to the Consolidated Financial Statements

For the year ended December 31, 2023

4.19

4.20

4.20.1

4.20.2

4.20.3

4.20.4

4.20.5

4.21

302

- Commission income and share of profit from management of discretionary and non discretionary client
portfolios is recognised as services are rendered.

Dividend and appropriation to reserves

Dividend and appropriation to reserves, except for statutory reserves, are recognised in the consolidated financial
statements in the periods in which these are approved. The revaluation surplus related to fixed assets and non-
banking assets is not available for distribution of dividend.

Foreign currencies

Functional and presentation currency

ltems 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.

Transactions and balances

Transactions in foreign currencies are translated into Pakistani rupees at the exchange rates prevailing on the
transaction date. Foreign exchange gains and losses resulting from the settlement of such transactions and from
the translation at year-end exchange rates of monetary assets and liabilities denominated in foreign currencies are
recognised in the profit and loss account.

Forward contracts relating to foreign currency deposits are valued at forward rates applicable to the respective
maturities of the relevant foreign exchange contract. The forward cover received / paid on forward purchase / sale
contracts relating to foreign currency deposits are realised / charged directly to profit and loss account.

Foreign operations

Assets and liabilities of foreign operations are translated into rupees at the exchange rate prevailing at the reporting
date. The results of foreign operations are translated at average rate of exchange for the year.

Translation gains and losses

Translation gains and losses arising on revaluations of net investment in foreign operations are taken to Exchange
Translation Reserve in the statement of comprehensive income. These are recognised in the profit and loss
account on disposal.

Commitments

Commitments for outstanding forward foreign exchange contracts disclosed in these consolidated financial
statements are translated at contracted rates. Contingent liabilities / commitments for letters of credit and letters
of guarantee denominated in foreign currencies are expressed in rupee terms at the rates of exchange ruling on
the balance sheet date.

Goodwill

Goodwill acquired in a business combination is initially measured at cost, being the excess of the cost of the
business combination over the Group’s interest in the net fair value of the identifiable assets, liabilities and
contingent liabilities acquired. Following initial recognition, goodwill is measured at cost less any accumulated
impairment losses. Goodwill is reviewed for impairment, annually or more frequently if events or changes in
circumstances indicate that the carrying value may be impaired.
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For the purpose of impairment testing, goodwill acquired in a business combination is, from the acquisition date,
allocated to each of the Group’s cash-generating units, or groups of cash-generating units, that are expected to
benefit from the synergies of the combination, irrespective of whether other assets or liabilities of the acquirer are
assigned to those units or groups of units.

Earnings per share

The Group presents basic and diluted earnings per share (EPS). Basis EPS is calculated by dividing the profit or
loss attributable to equity holders of the Bank by the weighted average number of ordinary shares outstanding
during the year.

Segment reporting

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

Segment information is presented as per the Group’s functional structure and the guidance given under
International Financial Reporting Standard (IFRS) 8. For management purposes, the Group has been organised
into nine operating segments based on products and services, as follows:

Business segments

Retail Banking

Retail banking includes branch banking, small and medium enterprises, direct sales, private banking, product
management, branch distribution network and tele sales.

Corporate / Commercial Banking

This includes corporate banking, commercial banking and institutional sales related loans, deposits and other
transactions.

Treasury

This segment is responsible for asset / liability management and includes all treasury related products such as
fixed income money market, FX and derivatives.

Investment, International & Institutional Banking

This segment includes international branch, financial institutions business, home remittances, cash management,
employee banking, venture capital and green banking.

Zindigi
It is a digital platform catering branchless banking customers.
Islamic Banking

This segment includes Islamic Banking operations of the Group.
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Brokerage

This includes brokerage commission earned on transactions in capital, money, foreign exchange and commodity
markets.

Asset management
This includes fee for services rendered in connection with advisory and management of mutual funds.
Others

This includes the head office related activities and other functions which cannot be classified in any of the above
segments.

Geographical segment
The Group operates in two geographic regions being:

- Pakistan
- Bahrain

Pool Management

The Islamic Banking Subsidiary of the Group - Banklslami Pakistan Limited (BIPL) operates general and specific
pools for deposits and inter-bank funds accepted / acquired under Mudarabah, Musharakah and Wakalah modes.

Under the general deposit pools, BIPL accepts funds on Mudarabah basis from depositors (Rab-ul-Maal) where
BIPL acts as Manager (Mudarib) and invests the funds in the Shariah compliant modes of financings, investments
and placements. When utilizing investing funds, BIPL prioritizes the funds received from depositors over the funds
generated from own sources after meeting the regulatory requirement relating to such deposits.

Specific pools are operated for funds acquired / accepted from the State Bank of Pakistan, high net worth
customers and other banks for Islamic Export Refinance Scheme to BIPL's customers and liquidity management
respectively under the Musharakah / Mudarabah modes. The profit of each deposit pool is calculated on all the
remunerative assets booked by utilizing the funds from the pool after deduction of expenses directly incurred in
earning the income of such pool. The directly related costs comprise of depreciation on ijarah assets and takaful
premium. No expense of general or administrative nature of expense is charged to the pools. No provisions
against any non-performing asset of the pool is passed on to the pool except on the actual loss / write-off of such
non-performing asset. The profit of the pool is shared between equity and other members of the pool on the basis
of Musharakah at gross level (before charging of mudarib share) as per the investment ratio of the equity. The
profit of the pool is shared among the members of the pool on pre-defined mechanism based on the weightages
announced before the profit calculation period after charging of mudarib share.

The risk characteristic of each pool mainly depends on the asset and liability profile of each pool. As per BIPLs
policy, relatively low risk / secured financing transactions and assets are allocated to general depositors’ pool
of PKR, USD, GBP and Euro. BIPL maintains General Pools, FI Pools, IERS pool and Equity pool. The general
pools are exposed to general credit risk, asset ownership risk and profit rate risk of the underlying assets involved.
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General Pool

For General Pools, BIPL allocates PKR financing to Corporate, SME and Consumer Finance customers in
diversified sectors and avenues of the economy / business. Investments in Sovereign Guarantee Sukuk, Bai
Muajjal with State Bank of Pakistan and Bai Muajjal with Government of Pakistan and other financial institutions
are also done through General Pools. All remunerative deposits are tagged to these general pools and their
funds generated from the depositors are invested on priority basis. Due to limited investment options in USD,
GBP and Euro pools, funds from FCY pools are invested in available International Sukuk, Shariah Complaint
Nostro accounts and remaining funds are taken out and invested in PKR general pool as part of equity. In such
cases return from PKR General Pool is given back to FCY pools, so that returns can be passed on to FCY pool
customers accordingly.

Special Mudarabah Pool

Special Mudarabah Pools are created to manage returns of High Net Worth depositors and Government
institutions. The funds received against these deposits are invested in various Shariah compliant assets.

Specific Musharakah Pool

Islamic Export Refinance Scheme (IERS) Pool

The IERS pool assets comprise of Sovereign Guarantee Sukuks, and financings to / Sukuks of blue chip
companies and exporters as allowed under the applicable laws and regulations, and are exposed to lower credit
risk. The Musharakah with SBP under IERS is tagged to the IERS pool.

Other Specific Musharakah Pool

The Other Specific Musharakah Pool assets comprise of consumer housing finance portfolio, Sukuk and the
related liability of the pool comprises of Musharakah Acceptance from a financial institution. This pool is created
to fund the housing finance portfolio.

Financial Institution (FI) Pools

The Fl pools assets generally comprise of Sovereign Guarantee Sukuks only and the related liability of the Fl pools
comprise of Musharakah / Mudarabah / Wakalah Acceptance from other banks and financial institutions. These
pools are created to meet the liquidity requirements of BIPL.

Application of IFRS 9, ‘Financial Instruments’

As directed by SBP via BPRD Circular No. 07 dated April 13, 2023, IFRS 9, ‘Financial Instruments’ is effective for
periods beginning on or after January 01, 2024, for all banks.

SBP via its BPRD Circular No. 03 dated July 05, 2022 has provided detailed instructions on implementation of
IFRS 9 (the Application Instructions) for ensuring smooth and consistent implementation of the standard across
banks.

IFRS 9 replaces the existing guidance in IAS 39, ‘Financial Instruments: Recognition and Measurement’. The
standard includes revised guidance on the classification and measurement of financial instruments, a new
expected credit loss model for calculating impairment on financial assets, and new general hedge accounting
requirements. It also carries forward the guidance on recognition and derecognition of financial instruments from
IAS 39.

305



Annual Report

Notes to the Consolidated Financial Statements

For the year ended December 31, 2023

5.1

306

The Group will adopt IFRS 9 in its entirety effective January 01, 2024, with modified retrospective approach for
restatement. During the year, the management of the Group continued to perform parallel run assessments for
IFRS 9, taking into account the SBP’s IFRS 9 application instructions. The assessments were based on available
information that existed at respective parallel run reporting cut offs and were subject to changes that could arise
from further reasonable and supportable information being made available to the Group at the time of finalizing
the impact for initial application of IFRS 9. Banks expect an increase in the loss allowance resulting in a negative
impact on equity. In addition, Banks will implement changes in classification of certain financial instruments.
These changes and impacts for the Group are discussed below.

Classification and measurement

Under the new standard, classification and measurement of financial assets depends on how these are managed
(the Group’s business model) and their contractual cash flow characteristics. Financial assets that do not meet
the Solely Payment of Principal and Interest (SPPI) criteria are required to be measured at fair value through profit
or loss regardless of the business model in which they are held. The Group’s business model in which financial
assets are held will determine whether the financial assets are to be measured at amortised cost, fair value
through other comprehensive income (FVOCI) or fair value through profit or loss (FVTPL). The Group has analysed
the impact of initial application of IFRS 9 on its financial assets as follows.

Equity Securities
Equity instruments are generally measured as FVTPL unless the Group elects for FVOCI at initial recognition.

For equity shares held as available-for-sale (AFS) with surplus / deficit recorded in OCI, the Group may elect these
equity shares as FVOCI. However, in accordance with IFRS 9 requirements, fair value gains or losses recognised
in OCI will not be recycled to profit and loss account on derecognition of these securities.

For those equity shares currently held as AFS with gains and losses recorded in OCI for which FVOCI election
is not made, will be measured at FVTPL, with marked to market impacts recorded in profit and loss account for
future periods. The surplus / deficit related to these securities currently presented in equity, will be reclassified to
retained earnings, with no impact on overall equity with respect to such classification.

Unquoted equity securities are required to be measured at fair value under IFRS 9, however, SBP has allowed
relaxation till December 31, 2023, to carry these investments under the current PR regime.

Debt securities and Islamic financing and related assets

Those debt securities that are currently classified as AFS and pass the SPPI test, are expected to be measured
at FVOCI under IFRS 9 as the Group’s business model is to hold the assets to collect contractual cash flows and
sell those investment. Debt securities currently classified as HTM and Islamic financing assets which pass the
SPPI test are expected to be measured at amortised cost under IFRS 9 as the Group’s business model is to hold
the assets to collect contractual cash flows.

Certain debt instruments that do not meet the SPPI criteria shall be measured at FVTPL regardless of the business
model in which they are held.

For certain debt securities which are currently classified as AFS and incase the Group decides to designate
the same under the Held to Collect Business Model with the intention to collect the future cash flows on initial
recognition as permitted under IFRS 9, the mark to market gain / loss pertaining to these securities will be
reversed from the surplus / deficit and adjusted against the book value of securities at initial recognition. This
will have an impact on the overall retained earnings which will be consolidated in the opening retained earnings
adjustment under IAS 8 (modified retrospective application criteria) in addition to the ECL impact.
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Impairment

The impairment requirements apply to financial assets measured at amortised cost and FVOCI (other than
equity instruments), lease receivables, and certain loan commitments and financial guarantee contracts. At initial
recognition, an impairment allowance (or provision in the case of commitments and guarantees) is required for
expected credit losses (ECL) resulting from default events that are possible within the next 12 months (12-month
ECL). In the event of a significant increase in credit risk, a provision is required for ECL resulting from all possible
default events over the expected life of the financial instrument (lifetime ECL).

Financial assets where 12-month ECL is recognised are in ‘stage 1’; financial assets that are considered to have
experienced a significant increase in credit risk are in ‘stage 2’; and financial assets for which there is objective
evidence of impairment, so are considered to be in default or otherwise credit impaired, are in ‘stage 3’.

The assessment of credit risk and the estimation of ECL should be unbiased and probability-weighted and would
incorporate all available information which is relevant to the assessment including information about past events,
current conditions, and reasonable and supportable forecasts of economic conditions at the reporting date. In
addition, the estimation of ECL would take into account the time value of money.

Based on the requirements of IFRS 9 and SBP’s IFRS 9 application instructions, the Group has performed
an ECL assessment considering the key elements such as assessment of Significant Increase in Credit Risk
(SICR), Probability of Default (PD), Loss Given Default (LGD) and Exposure at Default (EAD). These elements are
described below:

- PD: The probability that a counterparty will default, calibrated over the 12 months from the reporting date
(stage 1) or over the lifetime of the product (stage 2) and incorporating forward looking information.

_ LGD: It is an estimate of magnitude of loss sustained on any facility upon default by a customer. It is
expressed as a percentage of the exposure outstanding on the date of classification of an obligor. It is the
difference between contractual cash flows due and those that the Group expects to receive, including any
form of collateral.

- EAD: the expected balance sheet exposure at the time of default, incorporating expectations on drawdowns,
amortisation, pre-payments and forward-looking information where relevant.

For the purpose of calculation of ECL, the Group has used 5 years data till December 31, 2023, and going
forward, one more year’s data shall be included until the Group has at least 10 years data.

Significant increase in credit risk (SICR)

A SICR is assessed in the context of an increase in the risk of a default occurring over the life of the financial
instrument when compared to that expected at the time of initial recognition. It is not assessed in the context of
an increase in the ECL. The Group uses a number of qualitative and quantitative measures in assessing SICR.
Quantitative measures relate to deterioration of Obligor Risk Ratings (ORR) or where principal and / or interest
/ profit payments are 60 days or more past due. Qualitative factors include unavailability of financial information
and pending litigations.

Under the SBP’s instructions, credit exposure (in local currency) guaranteed by the Government and Government
Securities are exempted from the application of ECL Framework. Moreover, until implementation of IFRS 9 has
stabilized, stage 1 and stage 2 provisions would be made as per IFRS 9 ECL criteria and stage 3 provisions
would be made considering higher of IFRS 9 ECL or provision computed under existing PRs’ requirements on a
segment basis.

As required by the Application Instructions, financial assets may be reclassified out of stage 3 if they meet the
requirements of Prudential Regulations (PR) issued by SBP. Financial assets in stage 2 may be reclassified to
stage 1 if the conditions that led to a SICR no longer apply. However, a minimum period of 6 months from initial
downgrade is required before any facility is moved back to stage 1 from stage 2. For a facility to move back
from stage 3 to stage 2, it should meet the criteria defined under the respective Prudential Regulations for de-
classification of account / facility. An exposure cannot be upgraded from stage 3 to stage 1 directly and should
be upgraded to stage 2 initially.
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Presentation and disclosure

IFRS 9 also introduces expanded disclosure requirements and changes in presentation. These are expected
to change the nature and extent of Group’s disclosure about its financial instruments particularly in the year of
adoption of the standard.

The SBP vide BPRD Circular No. 03 dated February 09, 2023, has issued revised formats for annual as well as
interim financial statements of banks for the accounting periods starting from January 01, 2024, which include
the presentation and disclosures of adoption of IFRS 9 as applicable in Pakistan.

Islamic financing related fee

Islamic financing origination / commitment fees that are regarded as compensation to the financer for an ongoing
involvement with the acquisition of a financial instrument would be recognised over the life of the related financing.
However, if the commitment expires without the financer making the financing, the fee would be recognised as
revenue earned.

Additional requirements and exceptions introduced by SBP Instructions

SBP has enforced the application of IFRS 9 in its entirety except for some exceptions and additional requirements.
A high-level comparison of such exceptions that are relevant to the Group is as follows:

(i) Use of Fair Value Option for financial assets

IFRS 9 allows entities to irrevocably designate, at initial recognition, a financial asset as measured at FVTPL
if doing so eliminates or significantly reduces any ‘accounting mismatch’ that would otherwise arise from
measuring assets or liabilities or recognising gains and losses on them on different bases. SBP instructions
state that banks may apply the fair value option if, in addition to the IFRS 9 criterion, (a) it is consistent with
a documented risk management strategy, and (b) fair values are reliable at inception and throughout life of
the instrument. Nonetheless, banks should avoid this option for financial instruments that are categorised as
Level 3 in terms of the IFRS 13 hierarchy.

(ii) Unquoted equity securities

SBP has advised banks to measure investment in unquoted equity securities at lower of cost or breakup
value till December 31, 2023.

In case where the breakup value of such securities is less than the cost, the difference of the cost and the
breakup value will be classified as loss and provided for by charging it to the profit and loss account.

(iii) Rebuttable presumptions about default and SICR

IFRS 9 includes a rebuttable presumption that a default does not occur later than 90 days past due and it also
presumes that there is SICR if credit exposure is more than 30 days past due. In order to bring consistency,
SBP has allowed the backstop to the rebuttable presumption of days past due of credit portfolio against a
specific credit facility and its stage allocation under IFRS 9 as mentioned in Annexure-C of BPRD Circular
No. 03 dated July 05, 2022. However, banks are free to choose more stringent days past due criteria.

(iii) Income recognition on impaired assets

The banks are advised to recognise income on impaired assets (loans classified under PRs i.e., OAEM and
stage 3 loans) on a receipt basis in accordance with the requirements of Prudential Regulations issued by
SBP.
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(iii) Impact of Provisions on Regulatory Capital

The banks are allowed to include provisions for stage 1 and stage 2 in Tier 2 capital up to a limit of 1.25% of
total credit risk-weighted assets. In order to mitigate the impact of ECL provisioning on capital, a transitional
arrangement is allowed to the banks to absorb the impact on regulatory capital. Accordingly, banks, which
choose to apply transitional arrangement, may implement this arrangement in accordance with SBP’s
Guideline for absorption of ECL for CAR purposes as mentioned in Annexure-C of BPRD Circular No. 03
dated July 05, 2022.

Impact of adoption of IFRS 9

The Group will adopt IFRS 9 in its entirety effective January 01, 2024, with modified retrospective approach for
restatement. The actual impact of adopting IFRS 9 on the Group’s financial statements in the year 2023 may
not be accurately estimated because it will be dependent on the financial instruments that the Group would hold
during next year and economic conditions at that time as well as accounting elections and judgements that it
will make in future. Nevertheless, the Group has performed a preliminary assessment of the potential impact of
adoption of IFRS 9 based on its statement of financial position as at December 31, 2023.

The total estimated adjustment (net of tax) of the adoption of IFRS 9 on the opening balance of the Group’s
equity at January 01, 2024, is given below:

- a decrease of approximately Rs. 1,246.515 million in the Group’s equity related to additional provision
requirements as per IFRS 9; and

- anincrease of approximately Rs. 610.792 million in the Group’s equity related to deferred tax impacts.

Impact on regulatory capital

The introduction of IFRS 9 will result in reduction in regulatory capital of the banks, which is likely to reduce
their lending capacity and ability to support their clients. In order to mitigate the impact of expected credit loss
(ECL) models on capital, SBP has determined that it may be appropriate for the banks to introduce a transitional
arrangement for the impact on regulatory capital from the application of ECL accounting. Annexure B of the
‘Application Instructions’ issued by SBP has detailed the transitional arrangement.

The transitional arrangement must apply only to provisions for stage 1 and stage 2 financial assets. The transitional
arrangement must adjust CET1 capital. Where there is a reduction in CET1 capital due to new provisions, net of
tax effect, upon adoption of an ECL accounting model, the decline in CET1 capital (the transitional adjustment
amount) must be partially included (i.e., added back) to CET1 capital over the ‘transition period’ of five years.

The impact of adoption of IFRS 9 on the capital ratios of the Group are as follows:

As per
scoplea AP cuen
IFRS 9
Common Equity Tier 1 Capital Adequacy ratio 11.07% 9.97%
Tier 1 Capital Adequacy Ratio 12.47% 11.27%
Total Capital Adequacy Ratio 16.46% 13.70%

Governance, ownership and responsibilities

The Group has adopted a governance framework requiring the Risk, Finance, Operations, Internal Audit and IT
functions to effectively work together to ensure input from all business lines. IFRS 9 requires robust credit risk
models that can predict Probability of Default (PD), Loss Given Default (LGD) and Exposure at Default (EAD).
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2023 2022
CASH AND BALANCES WITH TREASURY BANKS Note ----- Rupees in '000 -----
In hand:
Local currency 19,834,818 7,824,569
Foreign currencies 3,479,237 488,360

23,314,055 8,312,929
With State Bank of Pakistan in:

Local currency current accounts 6.1 41,887,252 15,207,132
Foreign currency current accounts 6.2 2,071,676 815,151
Foreign currency deposit accounts 6.3 4,614,459 364,657
Cash reserve account 6.4 969,037 -
Special cash reserve account 6.4 1,206,364 -
US dollar clearing account 38,902

50,787,690 16,386,940
With National Bank of Pakistan
in local currency current accounts 8,059,788 58,322

National Prize Bonds 20,927 7,057

82,182,460 24,765,248

This represents local currency current accounts maintained under the Cash Reserve Requirement of the SBP.

This represents cash reserve account maintained with SBP at an amount equivalent to at least 5% per annum
(2022: 5% per annum) of the Bank’s foreign currency deposits mobilised under FE-25 scheme.

This represent a foreign currency deposit account maintained under the Special Cash Reserve Requirement
(SCRR) of the SBP Profit rates on these deposits are fixed by SBP on a monthly basis. It also includes a foreign
currency settlement account maintained with the SBP which carries mark-up at a rate of 4.34% per annum
(2022: 3.14% per annum).

As per BSD Circular No. 15 dated June 21, 2008, cash reserve of 5% and Special cash reserve of 6% are
required to be maintained with the State Bank of Pakistan on deposits held under the New Foreign Currency
Accounts Scheme (FE-25 deposits). These accounts are non-remunerative in nature.

2023 2022
BALANCES WITH OTHER BANKS Note ~  ----- Rupees in '000 -----
In Pakistan
In current accounts 40,691 260,350
In deposit accounts 165,785 54,108
206,476 314,458
Outside Pakistan
In current accounts 71 4,908,757 1,545,369
In deposit accounts 7.2 186,921 -
5,302,154 1,859,827
Less: Provision under IFRS 9 7.3 (74) (35)
Balances with other banks - net of provision 5,302,080 1,859,792

This includes amount held in Automated Investment Plans. The Group is entitled to earn interest from the foreign
correspondent banks at agreed upon rates when the balance exceeds a specified amount which comes upto
4.83% per annum (2022: 3.83% per annum).
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7.2 This includes deposit placement outside Pakistan with an Islamic banking division of a foreign bank under
Wakalah arrangement. The profit rate on these arrangements is 2.25% to 3.00% per annum.

7.3 This represents provision held under IFRS 9 by Bahrain branch of the Bank.
2023 2022
8. LENDINGS TO FINANCIAL INSTITUTIONS Note ~ ----- Rupees in '000 -----
Repurchase agreement lendings (Reverse Repo) - 11,351,162
Unsecured
Bai Muajjal receivable 8.2 16,502,138 -
Other placements 17,820 -
16,519,958 11,351,162
Less: provision held against lendings 8.4 (17,820) -
16,502,138 11,351,162
8.1 Particulars of lendings - gross
In local currency 16,519,958 11,351,162
In foreign currencies - -
16,519,958 11,351,162
8.2 The average return on this product ranges between 22.05% to 22.35% per annum. The balances have maturities
ranging between 6 days to 110 days.
8.3 Securities held as collateral against repurchase agreement lendings (reverse repo)
2023 2022
Further Further
Held by given as Total Held by given as Total
bank bank
collateral collateral
—————————————————————————————————————————— Rupees in ‘000 ----=--=====mmmmmmmmmm oo
Market Treasury
Bills - - - 11,053,559 - 11,053,559
Pakistan
Investment
Bonds - - - 307,459 - 307,459
- - - 11,361,018 - 11,361,018
2023 2022
8.4 Category of classification Class_lfled Provision CIase;.nﬂed Provision
lendings lendings
————————————————————————— Rupees in ‘000 ---------------------m--
17,820 17,820 - -
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9. INVESTMENTS
2023 2022
Cost/ Provision for  Surplus / Carrying Cost/ Provision for Surplus / Carrying
Amortised cost  diminution (deficit) value Amortised cost  diminution (deficit) value
9.1 Investments by type Note Rupees in ‘000
Held-for-trading securities
Federal Government Securities
Market Treasury Bills 47,974 - (49) 47,925 33,538 - (107) 33,431
Non Government Debt Securities
Listed
Term Finance Certificates 126,688 - - 126,688
Shares
Listed Companies
Ordinary shares 550,760 - 17,974 568,734 559,170 - 11,628 570,698
Open End Mutual Funds 703,597 - 66,409 770,006 546,355 - 1,762 548,117
1,429,019 - 84,334 1,513,353 1,139,063 - 13,183 1,152,246
Available-for-sale securities
Federal Government Securities
Market Treasury Bills 9.4.1 427,432 - 25 427,457 40,317,081 - (395,161) 39,921,920
Pakistan Investment Bonds - Fixed 9441 28,540,271 - [ (1,124,212) 27,416,059 34,811,083 -1 (1,399,722) 33,411,361
Pakistan Investment Bonds - Floater 9.4.1 110,030,211 - 1,001,079 || 111,031,290 69,406,348 - (31,328) 69,375,020
Government of Pakistan Eurobonds 9.4.1 1,853,745 (124,556) (224,752) 1,504,437 1,470,530 (49,083) (743,736) 677,711
Government of Pakistan ljarah Sukuks ~ 9.4.1 272,237,369 - 5,630,029 | | 277,867,398 - - - -
Shares
Listed Companies
Ordinary shares 942 2,545,088 - 1,614,519 4,159,607 3,213,934 - 1,936,543 5,150,477
Preference shares 942 136,589 (136,589) - - 136,589 (136,589) - -
Unlisted Companies
Ordinary shares 942 602,944 (591,680) - 11,264 11,000 - - 11,000
Non Government Debt Securities
Listed
Term Finance Certificates 943 468,053 (218,053) (15,412) 234,588 523,541 (143,446) 28 380,123
Sukuk Certificates 943 30,737,251 - 303,558 31,040,809 263,884 - 92 263,976
Unlisted
Term Finance Certificates 943 683,150 (583,150) - 100,000 466,589 (466,589) - -
Sukuk Certificates 943 5,823,697 (35,880) (4,537) 5,783,280 1,212,440 - - 1,212,440
Preference shares 9.4.3 27,733 (27,733) - - 27,733 (27,733) - -
Foreign Securities
Government Debt Securities 94.4 18,554,551 (189,192) (95,171) 18,270,188 410,164 (129,576) (146,817) 133,771
Non Government Debt Securities 9.4.4 371,295 (52) 2,710 373,953 679,632 (394) (5,374) 673,864
Ordinary shares 9.4.2 1,254,201 || (1,155,350) (14,258) 84,593 335,143 - (28,705) 306,438
Open End Mutual Funds 153,920 - 310,750 464,670 951,370 - 32,261 983,631
474,447,500  (3,062,235) 7,384,328 478,769,593 154,237,061 (953,410) (781,919 152,501,732
Held-to-maturity securities
Federal Government Securities
Market Treasury Bills 9.5.1 29,887,607 - - 29,887,607 | | 105,615,196 - - [ 105,615,196
Pakistan Investment Bonds - Fixed 9.5.1 10,461,059 - - 10,461,059 10,136,487 - - 10,136,487
Pakistan Investment Bonds - Floater 9.5.1 61,797,508 - - 61,797,508 33,686,154 - - 33,686,154
Non Government Debt Securities
Unlisted
Term Finance Certificates 92,145 (92,145) - - - - - -
102,238,319 (92,145) - 102,146,174 149,437,837 - - 149,437,837
Associates 1,318,119 (1,102,111) - 216,008 276,651 - - 276,651
Subsidiaries 104,771 (104,771) -
Total Investments 579,537,728 _ (4,361,262) 7,468,662 582,645,128 305,090,612 (953,410) (768,736) _ 303,368,466
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9.2

9.3

Investments include certain approved / government securities which are held by the Bank to comply with the Statutory Liquidity Requirement determined on the basis of the Bank's

demand and time liabilities as set out under section 29 of the Banking Companies Ordinance, 1962.

Investments by segments

Federal Government Securities:
Market Treasury Bills
Pakistan Investment Bonds - Fixed
Pakistan Investment Bonds - Floaters
Government of Pakistan Eurobonds
Government of Pakistan ljarah Sukuks

Shares
Listed Companies
Unlisted Companies

Mutual Funds

Non Government Debt Securities
Listed Companies
Unlisted Companies

Foreign Securities
Government Debt Securities
Non Government Debt Securities
Ordinary shares

Associates
Omar Jibran Engineering Industries Limited
Veda Transit Solutions (Private) Limited
Shakarganj Food Products Limited
KASB Capital Limited
KASB Funds Limited

Subsidiary
My Solutions Corporation Limited

Total Investments

Investments given as collateral

Federal Government Securities:
Government of Pakistan ljarah Sukuks
Non Government Debt Securities

Provision for diminution in value of investments

Opening balance

Additional impact upon acquisition of Subsidiary

Exchange adjustment

Charge for the year
Reversals for the year

Impairment under IFRS 9 in Bahrain branch

Charge during the year

Closing balance

2023 2022
CosF / Provision for  Surplus / Carrying Cogt / Provision for Surplus / Carrying
Amortised S - Amortised N .
diminution (deficit) value diminution (deficit) value
cost cost
Rupees in ‘000
30,363,013 - (24) 30,362,989 || 145,965,815 (395,268) || 145,570,547
39,001,330 - || (1,124,212) 37,877,118 44,947,570 (1,399,722) 43,547,848
171,827,719 - 1,001,079 || 172,828,798 || 103,092,502 - (31,328) || 103,061,174
1,853,745 (124,556) (224,752) 1,504,437 1,470,530 (49,083) (743,736 677,711
272,237,369 - 5,630,029 || 277,867,398 - - - -
515,283,176 (124,556) 5,282,120 520,440,740 295,476,417 (49,083)  (2,570,054) 292,857,280
3,232,437 (136,589) 1,632,493 4,728,341 3,909,693 (136,589) 1,948,071 5,721,175
602,944 (591,680) - 11,264 11,000 - - 11,000
3,835,381 (728,269) 1,632,493 4,739,605 3,920,693 (136,589) 1,948,071 5,732,175
857,517 - 377,159 1,234,676 1,497,725 34,023 1,531,748
31,331,992 (218,053) 288,146 31,402,085 787,425 (143,446) 120 644,099
6,626,725 (738,908) (4,537) 5,883,280 1,706,762 (494,322) - 1,212,440
37,958,717 (956,961) 283,609 37,285,365 2,494,187 (637,768) 120 1,856,539
18,554,551 (189,192) (95,171) 18,270,188 410,164 (129,576) (146,817) 133,771
371,295 (52) 2,710 373,953 679,632 (394) (5,374) 673,864
1,254,201 || (1,155,350) (14,258) 84,593 335,143 - (28,705) 306,438
20,180,047 (1,344,594) (106,719) 18,728,734 1,424,939 (129,970 (180,896) 1,114,073
204,619 - - 204,619 236,194 236,194
11,389 - - 11,389 40,457 40,457
627,942 (627,942) - - - -
41,867 (41,867) - -
432,302 (432,302) - - - .
1,318,119  (1,102,111) - 216,008 276,651 276,651
104,771 (104,771) -
579,537,728 _(4,361,262) 7,468,662 582,645,128 305,090,612 (953,410) (768,736) 303,368,466
2023 2022
Cost Market value Cost Market value
Rupees in ‘000 ---
35,314,000 36,278,840 - -
- - 62,800,000 62,198,080
35,314,000 36,278,840 62,800,000 62,198,080
2023 2022
Note - Rupees in '000 -----
953,410 922,388
2,678,462 -
44,314 28,126
627,943 24,570
(33,299) (104,869)
32 594,644 (80,299)
3241 90,432 82,695
4,361,262 953,410
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9.4

9.4.1

9.4.2
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The Bank has recognised provision (expected credit loss) under IFRS 9 of Rs. 313.800 million (2022: Rs. 179.053 million) held
on foreign debt securities by Bahrain branch of the Bank.

Particulars of provision against debt securities

2023 2022
Non- Non-
Category of classification performing Provision performing Provision
Investments Investments
——————————————————————— Rupees in ‘000 ---------=-=--=-=------
Domestic
Loss 1,233,212 956,961 637,768 637,768

Quality of Available-for-sale Securities

Details regarding quality of Available-for-sale securities are as follows:

Cost
2023 2022
Federal Government Securities - Government guaranteed oo Rupees in ‘000 -------
Market Treasury Bills 427,432 40,317,081
Pakistan Investment Bonds - Fixed 28,540,271 34,811,083
Pakistan Investment Bonds - Floater 110,030,211 69,406,348
Government of Pakistan Eurobonds 1,853,745 1,470,530
Government of Pakistan ljarah Sukuks 272,237,369 -

413,089,028 146,005,042

Shares

Listed Companies

Packaging 25,053 25,053
Oil and gas 399,824 399,824
Financial 329,813 1,169,012
Technology & Communication 575,475 692,637
Insurance 897,864 897,864
Fertilizer 287,377 -
Pharmaceutical 29,682 29,544
2,545,088 3,213,934
Foreign companies
Automobile and transportation equipment - 261,408
Financial 85,625 68,786
85,625 85,625
2023 2022
Cost Breakup value Cost Breakup value
Unlisted Companies Rupees in ‘000
ISE Towers REIT Management Limited 11,000 22,404 11,000 21,534
Pakistan Export Finance
Guarantee Agency Limited 5,680 - - -
Riverstone Consultancy Private Limited 28,000 32,567 - -
Mutual Funds Association of Pakistan 264 - - -
New Horizon Exploration
and Production Limited 558,000 464,751 - -
602,944 519,722 11,000 21,534
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9.4.4

9.5

9.5.1

9.6

2023 2022
Cost Breakup value Cost Breakup value
Foreign securities Rupees in ‘000
Society for Worldwide Interbank
Financial Telecommunication (SWIFT) 13,226 16,978 4,954 8,052
Evolvence Capital Limited 1,155,350 1,532,420 - -
1,168,576 1,549,398 4,954 8,052
Cost
2023 2022
Non Government Debt Securites s Rupees in ‘000 -------
Listed
AAA - 44,249
AA+, AA, AA- 450,000 130,000
A+ A A- - 469,730
Unrated 30,755,304 143,446
31,205,304 787,425
Unlisted
AAA 2,408,996 -
AA+, AA, AA- 160,500 -
A+, A A- 595,000 1,212,440
BB 1,109,153 -
Unrated 2,260,931 494,322
6,534,580 1,706,762
37,739,884 2494187
2023 2022
Cost Rating Cost Rating
Foreign Securites e Rupees in ‘000 ---------=----==------
Government debt securities
Republic of Srilanka 563,721 (o] 410,164 SD
US Treasury bills 17,990,830 AA+ -
18,554,551 410,164
Non Government debt securities
Kuwait Projects - - 679,632 -
Qatar Islamic Bank 140,999 A- - -
Mamoura Diversified Global Holding 230,296 AA - -
371,295 679,632
Quality of Held-to-maturity Securities
Details regarding quality of Held-to-maturity securities are as follows:
Cost
2023 2022
Federal Government Securities - Government guaranteed e Rupees in ‘000 ------
Market Treasury Bills 29,887,607 105,615,196
Pakistan Investment Bonds - Fixed 10,461,059 10,136,487
Pakistan Investment Bonds - Floater 61,797,508 33,686,154

102,146,174 149,437,837

The market value of securities classified as held-to-maturity as at December 31, 2023 amounted to Rs. 100,310.906 million
(2022: Rs. 147,022.393 million).
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Investment in associates

Movement of investment in associates

Omear Jibran Engineering
Industries Limited

Veda Transit Solutions
Private Limited

Omar Jibran Engineering
Industries Limited

Veda Transit Solutions
Private Limited

Summary of financial position and performance of associates

Omear Jibran Engineering
Industries Limited
Veda Transit Solutions
Private Limited
Shakarganj Food
Products Limited
KASB Funds Limited

2023
Investment Investment / Share of other Investment
Country of ) at the (redemption)  Share of Dividend
. . Holding - : . comprehen-  at the end
incorporation beginning  during the loss received S
sive income  of the year
of the year year
Rupees in ‘000
Pakistan 9.60% 236,194 - (31,575) - - 204,619
Pakistan 3.92% 40,457 - (29,068) - - 11,389
276,651 - (60,643) - - 216,008
2022
investment  Investment / Share of other  Investment
Country of . atthe (redemption) Share of Dividend
. ‘ Holding - . . comprehen-  at the end
incorporation beginning during the loss received .
siveincome  of the year
of the year year
Rupees in ‘000
Pakistan 9.60% 287,192 (998) 236,194
Pakistan 3.92% 52,438 (11,981) 40,457
289,630 (12,979) 276,651
The investments classified as associate on account of it’s significant influence over the investee companies.
2023 2022
As at Assets Liabilities ~ Revenue Profit/ Assets Liabilities Revenue Profit/
(loss) (loss)
Rupees in ‘000
Jun 30,2023 5,372,772 2,430,640 2,345,882  (145,624) 5,022,767 2,308,053 3,458,393 145,018
Jun 30,2022 4,242,630 3,236,774 2,468,979 (80,262) 4,242,630 3,236,774 2,468,979 (80,262)
Sep 30,2023 10,335,484 6,782,556 15,068,704 166,682
Dec 31,2015 46,465 32,465 23,640 (66,241)
Dec 31,2016  $652,864  $135,428 - $(34,084)

KASB Capital Limited"*

*“This represents the full USD amount as the company is incorporated in Mauritius.
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Performing Non-Performing Total
2023 2022 2023 2022 2023 2022
ADVANCES Note Rupees in ‘000
Loans, cash credits, running finances, etc. 10.1 187,280,380 212,648,027 21,170,983 16,311,887 208,451,363 228,959,914
Bills discounted and purchased 11,025,154 10,021,695 684,295 - 11,709,449 10,021,695
Islamic financing and related assets 10.2 230,973,261 - 17,219,814 - 248,193,075 -
Advances - gross 429,278,795 222,669,722 39,075,092 16,311,887 468,353,887 238,981,609
Provision against advances
- Specific - - (29,109,710) (7,210,740 (29,109,710) (7,210,740
- General (4,768,909) (200,614) - - (4,768,909) (200,614)
- Provision under IFRS 9 10.5.5 (21,894) (11,500 - - (21,894) (11,500
10.5 (4,790,803) (212,114) (29,109,710) (7,210,740) (33,900,513) (7,422,854)
Advances - net of provision 424,487,992 222,457,608 9,965,382 9,101,147 434,453,374 231,558,755
Particulars of net investment in finance lease
2023 2022
Not later Later than . Later than _
than one anq less  Over five Total Not later than  one and_ less  Over five Total
than five years one year than five years
one year years years
Rupees in ‘000
Lease rentals receivable 2,817,529 1,935,201 17,321 4,770,051 3,045,170 2,774,814 39,047 5,859,031
Guaranteed residual value 650,172 993,678 17,305 1,661,155 1,001,802 1,401,925 18,504 2,422,231
Minimum lease payments 3,467,701 2,928,879 34,626 6,431,206 4,046,972 4,176,739 57,551 8,281,262
Finance charges for future periods (536,150) (487,044) (3,926) (1,027,120) (591,410 (652,753) (4,258)  (1,148,421)
Present value of minimum
lease payments 2,931,551 2,441,835 30,700 5,404,086 3,455,562 3,623,986 53,293 7,132,841
Performing Non-Performing Total
2023 2022 2023 2022 2023 2022
Islamic financing and related assets Rupees in ‘000
Running Musharakah 100,625,553 1,444,955 102,070,508
Diminishing Musharakah financing
and related assets - others 45,889,901 3,529,814 49,419,715
Diminishing Musharakah - Housing 23,553,066 2,019,821 25,572,887
Istisna financing and related assets 20,455,759 3,630,366 24,086,125
Diminishing Musharakah financing
and related assets - Auto 16,380,932 538,620 16,919,552
Murabahah financing and related assets 16,073,181 397,002 16,470,183
Musawamah financing and related assets / Tijarah 3,781,236 5,024,205 8,805,441
Investment Agency Wakalah 2,730,590 - 2,730,590
Murabahah against Bills 671,556 192,048 863,604
liarah financing under IFAS 2 and related assets 288,755 161,958 450,713
Financing against Bills 209,100 - 209,100
Qardh-e-Hasana 48,226 - 121,025 169,251
Musharakah financing - 160,000 160,000
Past Due Acceptance 155,972 - - - 155,972
Net investment in ljarah financing in Pakistan 85,343 - - - 85,343 -
Housing finance portfolio - others 24,091 - - - 24,091 -
Islamic financing and related assets - gross 230,973,261 - 17,219,814 - 248,193,075 -
Provision against islamic
financing and related assets
- Specific - - (13,837,297) - (13,837,297) -
- General (4,391,404) - - - (4,391,404) -
(4,391,404) - (13,837,297) - (18,228,701) -
Islamic financing and related assets - net of provision 226,581,857 3,382,517 - 229,964,374 -
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2023 2022
10.3 Particulars of advances (gross) - Rupees in ‘000 -----
In local currency 454,582,565 229,793,447
In foreign currencies 13,771,322 9,188,162
468,353,887 238,981,609
104 Advances include Rs. 39,075.092 million (2022: Rs. 16,311.887 million) which have been placed under non-performing
status as detailed below:
2023 2022
Non- Non-
Performing Provision Performing Provision
Loans Loans
Category of classification = e Rupees in ‘000 - -
Domestic
Other Assets Especially Mentioned * 757,584 2,154 413,839 252
Substandard 2,345,892 352,882 1,300,581 171,165
Doubtful 4,680,410 1,092,320 1,808,030 462,049
Loss 31,291,206 27,662,354 12,789,437 6,577,274
Total 39,075,092 29,109,710 16,311,887 7,210,740
* The Other Assets Especially Mentioned catergory pertains to agriculture, housing and small enterprises financing.
10.5 Particulars of provision against advances
2023 2022
- Provision . Provision
Specific General under IFRS 9 Total Specific General under IFRS 9 Total
Note Rupees in ‘000
Opening balance 7,210,740 200,614 11,500 7,422,854 6,569,829 87,787 25193 6,682,809
Additional impact upon
acquisition of subsidiary 17,593,812 3,242,903 20,836,715
Exchange adjustments 2,856 2,856 5,122 5,122
Charge for the year 5,189,705 | | 1,376,836 7,538 | | 6,574,079 | | 1,731,847 112,827 1,844,674
Reversals for the year 10.5.2 (829,895) (51,444) (881,339) (870,683) (18,815) (889,498)
32 4,359,810 1,325,392 7,538 5,692,740 861,164 112,827 (18,815) 955,176
Amount written off 10.6 (54,652) (54,652) (220,253) (220,253
Closing Balance 29,109,710 4,768,909 21,894 33,900,513 7,210,740 200,614 11,500 7,422,854
10.5.1 Particulars of provision against advances
2023 2022
- Provision . Provision
Specific General under IFRS 9 Total Specific General under IFRS 9 Total
Note Rupees in ‘000
Inlocal currency 29,109,710 4,768,909 33,878,619 7,210,740 200,614 7,411,354
In foreign currency 10.6.5 21,894 21,894 11,500 11,500
29,109,710 4,768,909 21,894 33,900,513 7,210,740 200,614 11,500 7,422,854
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10.5.6

10.6

10.6.1

10.6.2

10.7

11.

This includes reversal of provision of Nil (2022: Rs. 104.477 million) against reduction in non-performing loans of Rs. 2,977.400
million (2022: Rs. 542.248 million) of certain borrowers under ‘Debt Property Swap’ transactions.

The State Bank of Pakistan through various circulars has allowed benefit of the forced sale value (FSV) of Plant and Machinery
under charge, pledged stock and mortgaged residential, commercial and industrial properties (land and building only) held as
collateral against non-performing loans (NPLs) for a maximum of five years from the date of classification. As at December 31,
2023, the Bank has availed cumulative FSV benefit under the directives of the State Bank of Pakistan (SBP) of Rs. 4,551.312
million (2022: Rs. 6,820.087 million).

The additional profit arising from availing the FSV benefit - net of tax amounts to Rs. 1,968.675 million (2022: Rs 3,478.244
million). The additional impact on profitability arising from availing the benefit of FSV shall not be available for payment of cash
or stock dividend to shareholders or bonus to employees under the requirement of Regulation R-8 of Corporate / Commercial
Banking of the SBP.

The SBP has allowed specific relaxation to the Bank for non-classification of overdue loans of a certain Public Sector Entity
(PSE) which is fully guaranteed by the Government of Pakistan. No provision is required against these loans as per SBP letter;
however, mark-up overdue by 90 days and above is being suspended.

This represents provision held under IFRS 9 by Bahrain branch of the Bank.
Advances - deferred & restructured / rescheduled

The SBP vide BPRD Circular No. 13 dated March 26, 2020, has relaxed certain classification criteria of SBP Prudential
Regulation R-8 (Classification and Provisioning of Assets). Accordingly, certain exposures of the Group as at December 31,
2023 relating to facilities of customers have not been classified as non-performing on account of such relaxation.

2023 2022
———————— Rupees in ‘000 --------
Particulars of write offs:

Against provisions 54,652 220,253
Directly charged to profit and loss account - -
54,652 220,253
Write offs of Rs.500,000 and above 6,947 4,167
Write offs of below Rs.500,000 47,705 216,086
54,652 220,253

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 rupees five hundred thousand and above allowed to a person(s) during the year ended
is given in Annexure-| to the unconsolidated financial statements. However, these write-offs do not affect the Bank’s right to
recover debts from these customers.

2023 2022
FIXED ASSETS Note - Rupees in ‘000 -----
Capital work-in-progress 111 1,990,955 883,380
Property and equipment 11.2 20,250,646 7,894,072
Right-of-use assets 11.3 5,848,280 2,457,244

28,089,881 11,234,696

Capital work-in-progress
Civil works 1,517,359 197,727
Advances to supplier 311,448 290
Equipment 162,148 685,363

1,990,955 883,380
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Property and equipment

Note
At January 01, 2023
Cost / Revalued amount
Accumulated depreciation
Net book value

Year ended December 2023

Opening net book value

Additional impact upon
acquisition of subsidiary

Additions

Movement in surplus on assets
revalued during the year

Disposals

Depreciation charge 29

Exchange rate adjustments

Other adjustments / transfers

Closing net book value

11.2.1

At December 31, 2023
Cost / Revalued amount
Accumulated depreciation
Net book value

Rate of depreciation (%)

At January 01, 2022
Cost / Revalued amount
Accumulated depreciation
Net book value

Year ended December 2022

Opening net book value

Additions

Movement in surplus on assets
revalued during the year

Disposals

Depreciation charge

Exchange rate adjustments

Other adjustments / transfers

Closing net book value

At December 31, 2022
Cost / Revalued amount
Accumulated depreciation
Net book value

Rate of depreciation (%)

2023
Building on Electrical,
Leasehold 9 Leasehold Furniture  office and .
leasehold . ) Vehicles Total
land land improvements  and fixture ~ computer
equipment
Rupees in ‘000
1,728,122 3,305,685 2,351,631 1,114,238 4,717,951 209,883 13,427,510
- (563,092) (1,041,611) (568,942)  (3,241,736) (118,057)  (5,533,438)
1,728,122 2,742,593 1,310,020 545,296 1,476,215 91,826 7,894,072
1,728,122 2,742,593 1,310,020 545296 1,476,215 91,826 7,894,072
3,278,500 4,056,191 - 1,540,376 1,271,011 50,058 10,196,136
- 617,158 278,036 1,160,625 2,097,362 257,983 4,411,164
(405,000) (103,688) (11,384) (76,743) (27,869) (18,266) (642,950)
- (149,255) (235,297) (216,189) (976,402) (35,347)  (1,612,490)
- 3,352 625 507 677 5,161
- 524 180,895 (181,516) (329) (21) (447)
4,601,622 7,163,523 1,525,622 2,772,474 3,840,495 346,910 20,250,646
4,601,622 8,273,484 2,727,159 5,601,098 11,373,193 502,680 33,079,236
- (1,109,961) (1,201,537)  (2,828,624)  (7,532,698) (155,770)  (12,828,590)
4,601,622 7,163,523 1,525,622 2,772,474 3,840,495 346,910 20,250,646
1-5 10 5-125 12.5-33.3 20
2022
Building on Electrical,
Leasehold 9 Leasehold Furniture office and .
leasehold . ) \ehicles Total
land tand improvements  and fixture computer
equipment
Rupees in ‘000
1,728,122 3,165,956 1,613,059 986,316 4,203,821 232,981 11,930,255
- (455,364) (861,858) (520,749) (2,816,914 (139,903)  (4,794,788)
1,728,122 2,710,592 751,201 465,567 1,386,907 93,078 7,135,467
1,728,122 2,710,592 751,201 465,567 1,386,907 93,078 7,135,467
- 213,947 771,722 159,405 707,859 43,318 1,896,251
(70,939 (21,826) (6,469) (32,293) (26,099) (167,626)
(110,567 (193,109) (73,891) (587,343) (19,083) (983,993)
- 3,542 767 634 609 5,552
- (440) (1,510) (83) 451 3 (1,579)
1,728,122 2,742,593 1,310,020 545296 1,476,215 91,826 7,894,072
1,728,122 3,305,685 2,351,631 1,114,238 4,717,951 209,883 13,427,510
- (563,092) (1,041,611) (668,942)  (3,241,736) (118,057)  (5,533,438)
1,728,122 2,742,593 1,310,020 545296 1,476,215 91,826 7,894,072
1-5 10 12.5 12.5-333 20
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11.2.1  Thisincludes transfer from capital work in progress during the year of Rs. 1,217.585 million (2022: Rs. 1,313.014
million).

2023 2022
————— Rupees in ‘000 -----
11.2.2  The cost of fully depreciated property and equipment still in use

Leasehold improvements 1,125,105 310,451
Furniture and fixtures 408,714 206,457
Electrical, office and computer equipment 4,793,779 1,784,560
Vehicles 39,951 29,343

6,367,549 2,330,811

11.2.3 The details of disposals of assets to related parties are given in Annexure-Il to the consolidated financial
statements.

11.2.4  The properties of the Bank were revalued by independent professional valuers as at December 31, 2021. The
revaluation was carried out by M/s. Luckyhiya Associates Private Limited on the basis of professional assessment
of present market values which resulted in increase in surplus by Rs. 347.037 million.

The total surplus against revaluation of fixed assets as at December 31, 2023 amounts to Rs. 1,695.623 million.

Had there been no revaluation, the carrying amount of revalued assets of the Group at December 31, would
have been as follows:

2023 2022
Note ----- Rupees in ‘000 -----
LLeasehold land 3,888,412 1,014,912
Building on leasehold land 6,181,110 1,980,278

10,069,522 2,995,190

11.3 The carrying amounts of right-of-use assets
Opening balance 2,457,244 3,052,072
Additional impact upon acquisition of subsidiary 2,449,059 -
Additions 2,554,992 837,677
Termination of leases (203,293) (303,538)
Depreciation 29 (1,419,084) (1,097,098)
Exchange rate adjustments 5,685 6,266
Other adjustments 3,677 (38,135)
Closing balance 5,848,280 2,457,244

12. INTANGIBLE ASSETS
Capital work-in-progress - Computer software 815,848 776,089
Computer software 12.1 3,213,292 1,599,281
Goodwill 12.1&12.3 4,407,921 1,463,624
Others 63,987 5,000

8,501,048 3,843,994
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2023
Computer Goodwill (note
software 12.3812.4) Others Total
121 Intangible Assets Note Rupees in ‘000
At January 01, 2023
Cost 2,530,575 1,463,624 8,227 4,002,426
Accumulated amortisation (931,294) - (3,227) (934,521)
Net book value 1,599,281 1,463,624 5,000 3,067,905
Year ended December 2023
Opening net book value 1,599,281 1,463,624 5,000 3,067,905
Additional impact upon acquisition of subsidiary 429,399 2,944,297 61,387 3,435,083
Additions - directly purchased 12.1.1 1,529,174 - (151) 1,529,023
Disposals - - - -
Amortisation charge (343,525) - (2,249) (345,774)
Exchange rate adjustments 866 - - 866
Other adjustments / transfers (1,903) - - (1,903)
Closing net book value 3,213,292 4,407,921 63,987 7,685,200
At December 31, 2023
Cost 5,227,415 4,407,921 94,851 9,730,187
Accumulated amortisation (2,014,123) - (30,864) (2,044,987)
Net book value 3,213,292 4,407,921 63,987 7,685,200
Rate of amortisation (%) 10
Useful life (years) 10
2022
Computer )
Goodwill Others Total
software

Rupees in ‘000

At January 01, 2022

Cost 1,728,889 1,463,624 8,227 3,200,740
Accumulated amortisation (757,495) - (3,227) (760,722)
Net book value 971,3%4 1,463,624 5,000 2,440,018

Year ended December 2022

Opening net book value 971,394 1,463,624 5,000 2,440,018
Additions - directly purchased 799,385 - - 799,385
Disposals - - - -
Amortisation charge (172,389) - - (172,389)
Exchange rate adjustments 914 - - 914
Other adjustments / transfers (29) - - (23)
Closing net book value 1,599,281 1,463,624 5,000 3,067,905

At December 31, 2022

Cost 2,530,575 1,463,624 8,227 4,002,426
Accumulated amortisation (931,294) - (3,227) (934,521)
Net book value 1,599,281 1,463,624 5,000 3,067,905
Rate of amortisation (%) 10
Useful life (years) 10
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12.1.1

12.2

12.3

This includes transfer from capital work in progress during the year of Rs. 1,163.641 million (2022: Rs. 799.385
million)

The cost of fully amortised intangible assets that are still in the Group’s use amounted to Rs. 887.323 million
(2022: Rs. 206.579 million)

Goodwill is recorded by the Bank upon the event fully disclosed in note 1.1. For impairment testing, goodwiill
has been allocated to “Treasury’ Segment as a Cash Generating Unit (CGU), which is also a reportable segment.

Key assumptions used in calculation of value-in-use

The recoverable amount of the CGU has been determined based on value-in-use calculation, using cash flow
projections based on business plan approved by the Board of Directors of the Bank covering a five year period.
The discount rates applied to cash flows beyond five years are extrapolated using a terminal growth rate. The
following rates are used by the Bank.

2023 2022
————— Percentages -----
- Discount rate 18.04 1717
- Terminal growth rate 15.00 13.00

The calculation of value-in-use is most sensitive to following assumptions:

a) Interest margin

Interest margin is based on prevailing industry trends and anticipated market conditions.

b) Discount rates

Discount rate reflect management estimates of the rate of return required for each business and is calculated
after taking into account the prevailing risk free rate, industry risk and business risk. Discount rate is calculated
by using cost of equity of the Bank.

c) Key business assumptions

The assumptions are important as they represent management assessment of how the unit’s position might
change over the projected period. Based on the expansion plans, management expects aggressive growth in
advances, investments and deposits during the projected periods and thereafter stabilisation in line with industry
trends.

Management believes that any significant change in key assumptions, on which CGU'’s recoverable amount is
based, may impact the carrying amount to further exceed its recoverable amount. Value-in-use calculation of
the CGU are sensitive to changes in assumptions for interest rate spreads, Non Funded Income (NFI), long term
growth rates and discount rates.

d) Sensitivity to changes in assumption

The estimated recoverable amount of the ‘Treasury’ CGU exceeds its carrying amount by approximately Rs.
15,841 million (2022: Rs. 5,245 million). Management has identified two key assumptions for which there could
be a reasonably possible change that could cause the carrying amount to exceed the recoverable amount. The
following table shows the amount that these two assumptions are required to change individually in order for the
estimated recoverable amount to be equal to the carrying amount.

Changes required for carrying
amount to equal recoverable

amount
2023 2022
————— Percentages -----
- Discount rate -0.72 1.28
- Terminal growth rate 0.87 -1.58
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12.4

324

This includes goodwill recognised upon acquisition of defunct KASB Bank Limited Undertakings by Banklslami
Pakistan Limited (BIPL) based on fair values of assets and liabilities. BIPL carried out Goodwill impairment testing
as at December 31, 2023.

Key assumptions used in calculation of value-in-use

The recoverable amount of Goodwill has been determined based on value-in-use calculation, using cash flow
projections based on financial projections approved by the management of BIPL covering a five year period.
The discount rates applied to cash flows beyond five years are extrapolated using a terminal growth rate. The
following rates are used by BIPL.

2023 2022

————— Percentages -----
- Discount rate 20.66 19.30
- Terminal growth rate 5.00 5.00

The calculation of value-in-use is most sensitive to following assumptions:
a) Profit margins
Profit margins are based on prevailing industry trends and anticipated market conditions.

b) Discount rates

Discount rates reflect management estimates of the rate of return required for each business and are calculated
after taking into account the prevailing risk free rate, industry risk and business risk. Discount rates are calculated
by using cost of equity of BIPL.

c) Key business assumptions

The assumptions are important as they represent management assessment of how BIPL's financial position
might change over the projected period. Based on the expansion plans, management expects aggressive
growth in financing, investments and deposits during the projected periods and thereafter stabilization in line
with industry trends.

Management believes that any significant change in key assumptions, on which Goodwill's recoverable amount
is based, may impact the carrying amount to further exceed its recoverable amount. Value-in-use calculation of
Goodwill are sensitive to changes in assumptions for profit rate spreads, Non-Funded Income (NFI), long term
growth rates and discount rates.

d) Sensitivity to changes in assumption

The estimated recoverable amount of Goodwill exceeds its carrying amount by approximately Rs. 8,490.196
million. Management has identified two key assumptions for which there could be a reasonably possible change
that could cause the carrying amount to exceed the recoverable amount. The following table shows the amount
that these two assumptions are required to change individually in order for the estimated recoverable amount to
be equal to the carrying amount.

Changes required for
carrying amount to equal
recoverable amount

2023 2022
————— Percentages -----
- Discount rate 5.18 1.28
- Terminal growth rate -11.79 -1.58
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2023 2022
13. OTHER ASSETS Note ~  ----- Rupees in ‘000 -----

Income / mark-up accrued in local currency 45,926,699 12,324,859
Income / mark-up accrued in foreign currencies 163,513 33,276
Advances, deposits, advance rent and other prepayments 5,224,714 1,995,577
Acceptances 6,589,632 6,586,244
Dividend receivable 5,552 -
Receivable against bancassurance / bancatakaful 332,672 17,498
Advance taxation (payments less provision) - 1,113,186
Defined benefit plan assets - net 37.5 - 119,523
Stationery and stamps on hand 21,290 17,729
Receivable in respect of home remittance 30,805 22,004
Due from State Bank of Pakistan 807,190 978,503
Non-banking assets acquired in satisfaction of claims 13.1 6,228,532 3,664,799
Mark to market gain on derivative instruments 23.2 - 14,874
Mark to market gain on forward foreign exchange contracts 1,642,158 1,108,517
Advance against investments in securities 1,178,306 1,178,306
Branchless banking fund settlement 202,425 326,775
Inter bank fund transfer settlement 1,079,395 1,164,134
Credit card settlement 498,755 338,269
Insurance claims receivable 27,302 27,437
Trade receivable from brokerage and advisory business - net 1,817,314 1,085,671
Balances due from funds under management 125,531 124,679
Others 1,197,153 629,129
73,098,938 32,870,989
Less: Provision held against other assets 13.2 (1,362,792) (430,569)
Other assets - net of provisions 71,736,146 32,440,420

Surplus on revaluation of non-banking assets
acquired in satisfaction of claims 21.3 588,826 107,426
72,324,972 32,547,846

13.1 Non-banking assets acquired in satisfaction of claims

Market value of non-banking assets
acquired in satisfaction of claims 6,511,596 3,772,225

13.1.1  Movement in non-banking assets acquired in satisfaction of
claims at market value

Opening balance 3,772,225 2,658,537
Additional impact upon acquisition of subsidiary 1,215,414 -
Additions 13.1.2 1,795,415 1,160,009
Disposal (34,123) (24,833)
Revaluation 414,025 -
Transfer to property and equipment (617,158) -
Depreciation 29 (34,074) (21,488)
Incremental depreciation (128)

6,511,596 3,772,225

13.1.2  During the year, the Bank has acquired properties of Rs. 1,795.415 million (2022: Rs. 1,160.009 million) against
debt property swap transactions with borrowers resulting in reversal of provision of Nil (2022: Rs.104.477 million)
against reduction in non-performing loans of Rs. 2,997.401 million (2022: Rs. 542.248 million).
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13.1.3  Non-banking assets acquired in satisfaction of claims of the Bank have been revalued by independent professional
valuers as at December 31, 2023. The revaluation was carried out by M/s Pakistan Inspection Co. Private
Limited. on the basis of professional assessment of present market values. The revaluation resulted in increse in
revaluation surplus by Rs. 413.119 million.

Non-banking assets acquired in satisfaction of claims of BIPL have been revalued by independent professional
valuers as at December 31, 20283. The revaluation was carried out by Gandhara Consultants Private Limited
and Harvester Services Private Limited on the basis of professional assessment of present market values which
resulted in an increase in surplus by Rs. 0.906 million.

2023 2022
————— Rupees in ‘000 -----
13.2 Provision held against other assets
Advances, deposits, advance rent and other prepayments 64,555 10,184
Trade receivable from brokerage and advisory business - net 430,225 419,328
Non-banking assets acquired in satisfaction of claims 305,762 -
Others 562,250 1,057
1,362,792 430,569
13.21 Movement in provision held against other assets
Opening balance 430,569 430,569
Additional impact upon acquisition of subsidiary 768,745 -
Charge for the year 163,478 13,870
Reversal for the year - (13,870)
163,478 -
Closing balance 1,362,792 430,569
14. BILLS PAYABLE
In Pakistan 10,394,456 5,083,176
Outside Pakistan 399,442 319,769

10,793,898 5,402,945
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15.

15.1

15.2

15.3

BORROWINGS

Secured
Borrowings from State Bank of Pakistan under:
Export refinancing scheme
Long-term finance facility
Financing facility for storage of agricultural produce
Financing facility for renewable energy projects
Refinance for women entrepreneurs
Refinance scheme for payment of wages & salaries
Refinance facility for modernization of Small and
Medium Enterprises (SMEs)
Refinance facility for combating COVID-19
Temporary economic refinance facility
Small enterprise financing and credit guarantee
scheme for special persons
Refinance facility for working capital of SMEs

Refinance facility for SME Asaan Finance (SAAF) scheme

Acceptances from SBP under Mudaraba

Islamic Export Finance Scheme - Rupee based discounting
Acceptances under Islamic Export Refinance Scheme

Acceptances for financial assistance
Repurchase agreemen