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MGE Islamec Bank Limded (the Bank) is the wholty oemed subsadEary of MCB Bank Limided and
commenced its oparations in 2015 with nation-wide network of branchas

The aim of MCB |slamic Bank Limited is to be the 1st choice Shar’ah Compliant Financial

1 !""'ﬁ% Senices Provider for the customsrs and to camy out business puraly in accordancs with the
; g y Shari‘ah rules with full conviction and devation,

I y Alhamdulilah, the Bank currently operates to provide Sharn'sh compliant value added and high

tech innovative banking solutione for customears undee the supervision of Shari'ah Board wikich is

being headed by renownad |slamic Scholar Prod, Mufti Munib-Ur-Rehman

The Bank focuses on budding strong kasbng relationships and delivering an experience thal
satisfies all types of customers across Gorporate, Commercial, SME, Consumer, Agnculters and
Micro sectors. The Bank offers wide range of Riba Free and Shari'ah compliant products for both
the Personal and Business neads.

The Bank is using world's rentwned and highly recognizabie Oracle Flescube as s Core

Banking Software. Different services and products offered by the bank are availsble o
customers through & branch network of 76 branches backed by owver 77 On-58e and Cf-Sits
ATMz= network. Bank operates EMY anablad Debit Card, #05 and Android based native Mobila
and Intarniat Banking.

The Bank is committed to share the mutual benstits with the customars, staff and shareholders
who partcipate in our business success under the highly skilled seasoned Management with the
prima objectve of Gustomers’ Satisfaction.
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Iskamic banking is defined as a banking systam, which is in consanancsa with the sparil,
athos and valuesa system of [slam and governad by the principles laid down by tha
Sharrah

Islamic banking, the maore general term, s based noi only o avoid inferest-based
transactions prohibited in Shari'ah but also o avoid unethical and un-social practices
In praciical sense, Islamic Banking is the transformation of comventional money
lending into transactions based on langlble assels and real serdioes

The modal of siamic Danking systam leads towards he achevemant of a sysism
whith halps achiave aconomic prosparity
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1 Ta provida innovatve Shari'ah compliant linancial solutans and guality sericas o our
icustomers.
l V I I O Tomssamize Halal returmns for our sharehobd ers
b L !
A ¥ fa R

Tonurture an intemal environmeant of gualified professionals and cutting-edge technotogy
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To ba the leading provider of Shan'ah Compliant Innovative financial products with a focus
on sarvice gualty and providing superior value for our customers, sharehalders,

employaes and the community.

STATEMENT ~
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_ We are Shari'ah Driven

| ¥ Fallowing the Shari'ah we will conduct our activity in a fair, ethical and socially
i j responsible manner

Dedicated and Dependable

1 We will bulld strong, enduring relationships, delivering an exparance that delights our
: CUSIMBrs
it
o Aspirational
i We will ba professional and fulhl awr commitmeanits, delivaring high guality products and
SEMICES
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MCEB Islamic Bank's corporate strategy has three pillars, which will be pursued
— concurrently and Tocused in chronofogical ordes

A. Build market leadership within Pakistan
Grow natwork
Financial Inclusion
Froduct Development
Customer Satisfaction

Technological Innovatlon

B. Create a Shari'ah compliant integrated financial services group

Create a moded thal offéers customers accass (o a divarsified Sham'ah compliant financial
SEMICEE.

C. Pursue international growth opportunities

With the growing acceptance of Islamlic Banking worldwide, MCBIBL will turn its attention
fo replicalng s busm ess model [rough Syshamec Qeogran i @ xEnsion
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Shari'ah Board

Prof. Mufti Munib-ur-Rehman
Chalrman

Mufti Syed Sabir Hussaln
Re=adent Shari'ah Board Membe

Mufti Mahmood Ahmad

sShan'an Boardg Mammd o

Chief Financial Officer
Syad Iftikhar Hussain Riz

Company Secretary

Ms. Maimoona Cheama

Head of Internal Audit
Mr. Muhammad Tarig Gondal

Legal Advisors

Imbaz Siddiqu & Associales, Advocates &
Salicior

Auditors

M's AF Ferguson & Cao., Charterad
Accountants,



CREDIT "
RATING

Short Term

A-1
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Raza Mansha
Chairman

Ahmed Ebrahim Hasham

Independant Direcior

Aftab Ahmad Khan

Mon-Executive Diractor

M.UA Usmani
Mon-Exacutive Director
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Omair Safdar
Mon-Executive Director

Ibrahim Shamsi

Mom-Executive Directar

All Muhammad Mahoon

Prasident & Execulive Direcior




Raza Mansha
Chairman

Mr. Raze Mansha has mong than 21 yoars divarsified professional axpadence i vamnius Dusness sechorm
noding Banking, Texdila, Powar, Camant, insuranco, Hobals, Proporties. Matural Gas. Agricuura, Dairy aic
He received his Bachelar degres Mnam he Uriersity of Pennsyhvaria, USA. Curmenily he s an ihe Board af
WGE lslamic Bank Limiad, Mshat Holels & Properiies Limied, Adamjee Lite Assurence Company Limited,
MMET Saraces (P} Limebad & hishat (Faiwind) Hobels and Properiias Lid

Mr. Ahmed Ebrahim Hasham

Indapandant Direcior

Mr Ahmed Ebrabem Hasham is tha Managing Dirachor of Mehran Sugar Mills Limited. He is a boand mambes
of Paicstan Molassas Company Limstan, Urécaol Limbed, UiniEnergy Limied and Mahran Sugar Mils Limited
In additian, he is also a member of the Exscutive Commities of the Pakistan Sugar Mils Associnlion and o
Boand membar of Young Presidend Organizaton Peklstan [YPO- Pakislan]. He & an active contribuios
towmerds social and academic sarvicas, A board mermbar o Hasham Foundaton and Usman Memorial
Foundatian which in lums manapes (o 1he Lisman instiue of Techoology. He is a graduate in inlermationg
Ralaticens {IR} and Economica from Tulle Univarsgy, USA

Mr. Aftab Ahmad Khan

Mon-Executive Director

M. Allsb Alvniad Khan is a [eflow member of the inslliute of Chanered Accountants of Pakislan. He has aves
50 years af dwarsfed professiona] axpanance in verious seciars, Presantly, he serdses on tha board of
various ocrganizations includng Nishat Paper Producks Co. Limeted, Nehat (Chursan) Limited, Mishal [z
Auenie) Hotels and Properies Lid, Nishal (Guiberg) Haobals and Propertas Lid, Nishal (Rabsind) Holgls and
Propaeries Lio, Misha! Energy Limitad, MNehal Chgnian Power Limded, MUB Fnencial Sardcas Lid, Nishal
Haoteds and Proparties Lid. Hyundal heshat Motor (Peth Limetod and Lafpir Salar Powar (P4 Limiled, He has
also gEnaad on Bie Board of Punjab Indusinal Devalapment Baard and in public Secion organizaicns duch as
Ghae, Sugaramd Ricemills

M.U.A Usmani

Mon-Executive Director

Mr. ML Usmani has owar 50 yeans of desarse national and imermational experianca in Corporade, Treasury &
F¥, Capilal Markeds, Complignce, Trads Fnanss, Loan Admnigiiation (CALD), ard Fimsncial Inslilubans
Having siamad hes carear wih Amancan Exprass Sank, Fakisian in 1963, he warked In vanous caganhas
tofore mesing 1o Ouba as Vica President and Manager Corraspandent Banking, Gudf and Pakistan, He also
served &5 Acting Couniry Head of Amercan Exphess Bank, Pakistan Lales, b joined Deuische Bank
Fakistan in 1533 as Ghist Managar and |atar was promabed to Deecior Globel Magkets & Genaral Managar
Traasury, Durng his carear wilh hesa fsa foreign banks, Me Usmani was depuied on special assignmants in
Waw Yark, London and Frankfurl. He joinsd MCE Bank in 1998 g% Groug Head Treasury & FX &l Capital
Mareats, Subsequently. he was eesignad the responsibilty of Comolianca, Fl and International & Creeraeas
Branches and retined on Decambor 21, 2006, Ha rejoirad MCH in January 2009 s Group Head, Treasuny &
FX and wiss reoenily appainted as President [ CED of MCB Bark Limsted in Jure 201 0. He also amoyed the
priviege of being & mamber of SBF's DRAFT Commities on Faorelgn Exchangs and was alss mamber of
Process improsamant Taam (L) at Amanican Express, Mow “ork

Omair Safdar

Mon-Executive Direchor

Wir. Ornair Safdar has mare kan 12 yeaes of experience n the banking indugiry. He Mas bean associaled with
MCE Bank far the past decade, and curranity hagds tha {:BF“-F!' Markets Dodasion of the Hank, Dimair hoids a
Bachelor's Oegree in Economics tom LUMS and & also a CFA Charer holder He bas shomough
underslanding o buesiress, sk and irmeeaiment dynemics, heving been nvelved in Raial, Corporabe,
Invastmand Bankng and Gapisl Markets ransactions acmss indusiral sachrs end nabions boundanas, Ha
currantty sarees an a number of Management Cammittars n MCE Bank including Crodt, Imeestment and
Write-0ON. Din babsall 6f MCB Bank, Omair afso sarves, a5 & Disslos, on he Badard al MCS lalamic Bank and
WMGHB Leasing Ararmaljan

lbrahim Shamsi
Mon-Exacutive Direcior

r: Ibratiim Shamsi has strong seperienos of modem management and effective conbrofl management. He is
Chial Exacudiee of Aladdin Water & Arwsamant Park, Karach and Joytand |, Lakone and alas Chairman al
oo Wab Pyl Limiled. He |8 880 serving his reaponsitdilies as the Drecior of an e Boand of Afamjes
Insumnce Campany Limited the angest insuence company of Pakistan, By gualiicabon Mr. Shamsi is
Masier ol Business Admnisiration fram LUMS Labore. He Joned Siddgscrs Tin Piale Lmiled Board in
1997

All Muhammad Mahoon

Presidant & Exacutive Direciar

M AR Muhigmman Mehoon has ovar Teenty yeers of EXparsana wien |E&:Iil"'l,| FEETaicn s tl-al'-'l'.'l'lﬁ eni
financa inslittions including Citihank, AEN AMAD, Samba Firancs! Group g WCE Hank Lid. Ha |oinad
MCE Bank in 2005 where fir served as SEVP and Group Mead of Risk Managomant for three years. Aftar
warking lor & leatdirg bark in Seudi Srabia, b retumed o MCB afler & gag ol 8 years 1o haad e slame
Hanking Group, sterting Januang 1, 5015, During his feanty yaar lenuems in banking, ha has held sanior Ieval
raks in corparate and investmant banking as well as the risk managemen space, He hokisa Mastor's degroe
M Bissness Adimirestalion bom LUMS end s an Associals Mesiber af b8 Chadaad Insdiluts of
Managemant ACCoyniams, Engiand
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NAME DESIGMNATION SPECIAL INVITEE([S)
AUDIT COMMITTEE

|bermitim 5 hames Acting Chaimman Prasidant

Chiefl Financal Oficar
Haad of Audit Function

RISK MANAGEMENT & PORTFOLIO REVIEW COMMITTEE

Abmmod Ebrabim Hessham Chmsrman Chiaf Risk Oificer

Omair Safdar Mamner

Aftab A Khan bt
' Ay alber board member, Sharfah
Board mamber ar 228l mambsar can
Omair Satdar P ries e imstad with the approweal of tha
Chairman af tha Commifies.

All Mubarremad Kahoon hamines

HUMAN RESOURCE & REMUNERATION COMMITTEE

Razs Manzha Chnesrman Prasigant

Ahmied Ebrahim Hasham Mamiber Group Head HA, G50 & Acmin

any olher board mamber or s1aM mamber can be nvited with the
appraval af the Chalrman af she Committas

BUSINESS STRATEGY & SERVICE QUALITY REVIEW COMMITTEE

FRaza Manaha Chasrman L Any ottear hoard membar, Sharfah
board member, ekecultiva ar siadl
mamber can be invited ‘adih tha
Alal Ahmad Ehan Riamibes approval of the Chairman of tha

BOAR -~
ATTEE
COMM!"

BOARD EVALUATION COMMITTEE

Aremad Enrahen Hasham Charman Ay other board member may ba
diwilad wilh the approval of thea
Chairman af the Commifina

Omair Saddar Mnmine

BOARD INFORMATION TECHNOLOGY COMMITTEE

Faza Mansha Charmarn Grawp Head IT

Ahmed Ebrahim Hasham Famper Any other boand membar, Sharsh
Board Mesmbar of staf may e invited
with tha approval of the Chairman of

AF Muhammad Mahaon Mamber tho Commitiea.
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All Muhammad Mahoon
Prasdent & CEQ

Al Mubammad, Presidant & CEQ of MIB, has over 20 yaars of banking parance with Bading infarnatanal

artd local firanca! nstilutions. With an MEA Irnm LUMS ard Associats Membership of he Charnsmed Insthile
ol Managemen| Accourtams, England, his Ganaer sarted from Cilibank fram whang hie maved an 1o ABN
Amro Bank

A pained MCB Bank itd in 2005, where he sarsed as SEVP and Group Head of Rk Managamsand for 3 yeans
He'was then taken an Doand oy & leading bank (SAKBA) in Saudi Arsbla inthe area of reh managamant
Atter spanding six years abroad., he retumed 1o MGH to head the Islamic Banking Growp wo f, Jan 01, 2016
and enirsted with the bough 1ask of carving oul ihe kamic banking window far the purpose of cresling &
natally independant and ull-facged |slemic bark

Ali's wark phiosaphy is o keegp things smple and sensitle. Ha has formed the foundatian of this bank on &
cusinmer-cantic moded and & relermieasly sngaped in amaunng thal Bhe enlire anganizalion ig inlussd wh the
credn of cusiomer service and huly underssands that his s MBS unigus s&lling proposiian. He is commitiad
ta making MIB asuccoss and a farce 1o be reckonod within the local banking indusiry

Aasim Salim
Graug Head - Buainess Distrbution

Aasim Salim jained MCE |slamic Bank Lid n June 2017 o8 Group Head - Busness Distibution. Previously
he spsant 14 suscesshul years with Maezen Benk |0oking 8%8r vanous business uncliors gince 2003, Ha lg an
W B.A, {Goid Madalist) from Babauddin Lakasiya University Mudtan

Hea alsl gamed Fie 5U00.F Gold medal in DALB. P wilh dstnclion in Piree sulbjects. He has oves Twanty Ons

M ‘ B , years of banking & F1. expedence al vanois Managenal posfon in Pakistan and abmad
_— = &
‘ . | Abdul Aziz Memon
¥ —_— Couniry Head - Comporate, Commercial Bankng and Firancial instiufisrs Groun
" - . Abdul A Momaon s a Senior Banker, possessng Local as wall as intamatonal Banking Experence of owar

. 44 Yaare in Midde ard Senior Maragameant Posiliong, M Mamsn joned MOB Eslamic Bank Limilad in May
2018 Bs - Lounry Heao-Business DeEtdbubcn and since Jung 207, ha s Couniry Head- Comoraia
Crommaroal Banking and Financial nstilutiars Group and Sanicor Execuive Viee Prasidont

A&z Memon staned e Banking Cerear s Manegement Trainee Oflicer In 1973 Trem Habio Bank Limitad
Pakstan. Ha Joined Habib Bans AG Zurich-Zurich In 1979 and wes postad at Euwait in their Associale
Company ms Maneger of Main Branch, In 1590, He was posted &s Chof Manaper af Mombasa Branch
Kenya. He was tranglerred o Pakisian Operation of Habil Bank AG Zurch a5 Head of Credd & Operations of
Main Branch Earachi n 1993, Aftar tha Mergar of Habdo Bank AG funich Pakistan Oparation with and imo
Habin Metrapaltnn Bank Lid (Subsidiary of Habi Bank &G Zuroh) in 2006, ho Esinbished and Headed
Cradil Division 81 Head Difice. He was (hen elevaled o (s Positian of Chiel Risk Offices and Sanior Execulive
Vice Presidand, in Sugust 2013, He Separaban from Habio Metmopoitan Bank Limited as Head of Credil

Aziz Mamaon Halds Bachelor of Scienos: Oegree from Karachi Unheersity.
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Syed Iftikhar Hussain Rizvi

Chiel Finansal Offces

Syed Hikhar Hussam Rizel leads the Financied Management of the Bank and responsiole 1o develop,
rmplamant ard santrol all narcal-relsied sothilias of ihe bank nEne wiih 8 busiress plans and stralsgy

tttikhar is & Felkaw Membar of the Insttule of Ghanered Accourtants of Pakistan and hes ovar 25 yaars of woll
diversified experience in the accounts ard fnance disciplines wath added exposuna in WA & cofporate
goamence. Pror o jpireng e MIS, ha sarked wilh BCB Bank for 20 YEEFS o1 VErKUS CApacies, |e=tty 85
Haad — Cantral Accounts. His professioral carger began at Enalid Majic Hissain Rabman & Go, Charermd
Apcounianks.

Kashif Ahmed

Group Flead — Compiance and Conirols

Kashif Abmed = o fofow momber of Be Instiieo of chafored accountants of Pakistan with more than beanty
ihres years of warking experience including over tweles yEars in the banking secior. Al presant, be halds (he
pasfiinm of axeculive Vice Prasident and Group Head Campliance and Lamrols! Chisl Complience Oftar gl
MCE Islamin Bank Limied (i8]

Priar 1o jeireng MBS, Kashll was ExecullveVics Preaidant al WCB Bank Limilsd (MCB). Dusing more 1han sighl
yaars shay at MCE, ha hes mosty worked in Audit & R&R Group with a briaf sting at REG Operabons. He has
presiously served al Delotie Paiostan, Delsitte Bahram, Delo#te Bormuda, Mashreg Bank Pakistan Limited,
Crasgen Commercial Bank Lim@ed and Naman Abid Irmeasirmen b s srnen | Limiled

Khawaja Khalil Shah

Ghial Alsk Officar

¥nafl Shah leads the risk management function which encompasses the antire spactrum of risks e, credi,
market and oparaticnal fsk. Ha also has responsbibty for Business Continuity Plamning and Fraud Risk
Menagemenl. His department also perfoms reguisiony reporing Inciuding Credi informatian Bunesu
perianing 1o financing

Ehadl bas around 2 yoars of banking esperienor most of whach is in corporate banking and risk
managemenl. Prior 1o joining MIB, he was sérving as Businass Hasd-Porlolio Managemernd, Wholesale
Banong Gmnp in MCE Bank Lid sinca 2008, Ha has also spent considarable tima at A1 Faysal Irvastmenl
Bane ana Faysal Bank Lid befors becoming par of MCH dan

ANNUAL REFPORT 2017
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Shahid Mahmood

Chisal Fformatan Oifices

Shahid Mahmood has guvest 35 yaars af managamsent expensnce. He has culliveted hes ahility 10 cambing
broed-Desad Tachnology. Business and Fnancial knowladga to devedap and mplamant Enierprise wide shoi
and long-term technology solubons. And in the finld of erireEenership, be ks ed seearal outing-pdgo
technology iniliafhees: Teradats Sans BData Warshouse Solutiors. G515 Mapging, 10SAndreid and Oeulus
Aift VR Devalopment. He &ksa hobds 3 kaen nienast n Machins Leaming and Al, well beyand his Andraw NG
'Machine Leaming courss cerification fram Slanford Uiniversity, As the Group Head, Shahid Mahmood has
bean insirumental in estabishing the | T, Dipital Banking and Marketing wings ol MIE

Ha has presdously worked as the GOOGruip Direchor of IT for sewaral major echralogy organizetions
Shahit, staried his coneer with an Amesican satediln mopping company producing elocrical  powar
disgtrbubion digilal maps far te incumbent ulifty comparry. He ihan joined & bank in the coporate linance
dhssian, Laler at g1k oomima recalions anjanealion he e var s Srgt-hims batives including & web pore
o sormich card billing systom. an n-house daveloped solecommunizabons bilkng systemn (60 malion GORs par
modih), & SMS inleraciive lelevision applicalion, and a satellts busness channel, among marny olbar
projects

Shahid graduated from Lahare University of Marapament scsences (LUMS) eand also holds & Bacheloe's
degras in Machanicaf Engireering from LET Lahare. He alap compiaied the Bachalors Deghese Soums 0
doutla Maths & Physics fom Punjab Linversity

Salman Qutb

Group Head = Human Resource Menegemeni, G50, Ceniralized Proourement & Seourity

Salman Culb halds a Mastor's Dogrea in Business Administration fram Labore Uiniversity of Maragomang
Sciences (LUMS) and Bachelors ol Engineering fram University of Enginsarnng and Technalegy, Lahore
Fakigian. He poseessaE an overall professinnal axpaanca of owar baaniy ba yaars and |8 curmanty working
a5 Group Hoad, Human Rasourca Managamerd, Ganaral Sanaoas & Securty st MCH Eamic Bank Lid

Fraviausy, he hes worked with MCB Bank Lid., for ten years wihin Fisk Manajemeant 8t differant key
positions, Haad of Gract Risk Manggemen| Diision, Haad ol Carsgimar Aigk “EEEHETHE'“ [issicn, Hzad
af Basal - Il & Speciad Projects Divisicn and Head ol Credit Risk Control. Prior 1o MCH, ha has axpansnce
refaied b Sub-Prime & whalsssls maripages ascior.

Ha i3 alsn a mambar of M8 Managemant Committes, Branch Expansion Commttes, Puchasa Cammittas
anrd Discinlnary Sodion Commitiee

Muhammad Saeed Raja
Group Haad — Dparalions

M. Sared Rajs (sads the Operations Group al MCE Islamic Bark Lid. Gore responshililies af the group
Inciudes Camraizad Branch Dpesations, Genlralized Trade Dpecalions, Conswmer Firancs Ogergiaons,
Ceniral izad Cradit Dparations, Treasury Oparaticns, Seed Operatons, Digital & Aemaie Banking Operatons
Sinbe Daln Managsment, Banca Opefalions, Bank wide Reconcilation, endor Manegement & Oulsouncing
Furd Samaman & Business Process Davelopmant & Re-Erginearng

Sapod has a devonsfiod cuporanoo of gver 27 yoans intha anoas of Aetall, Corporata and ksfamic Banking. Hi
is & drersdhed bankar wilh core compelences of beanch Operations, certralizad Operatons, cradils, fanaign
irede, businees devalopement & eepanson, intarnst conirod, DusNess DOeRES Ma-angineanng & maragamsnd
mnd corp bamking systam mpamantation

Prioe 10 joireng MIB, P& was associaied with MCB Bark Lid. and was sehing &3 Caunlry Head-lslamic
Banking Cparations, sysiame and conirols. His 25 yaars of 5ervices and confrbulion iowarts achigyvemeant of
MCH'=s straiegic goals wom mecognized by e bank at the highes) lovel and was conferred wiith the
PRESIDENT AWARD Faica

Acadamicaly, e holds an EMBA degres in banking & finance and |s a goid madalist. Ha is afso & canified
Istwmic barker from Mational Instiiute of banking & finence (NIBAF)

MIB



Syed Salman Ali

Gnoup Head — Treasury & FXG

Syed Salman Al hag aver 33 yaaE of exiansive seperience ol natanal gnd infematongl Tragsuies aspecaly
al Islamiz Banking. Lurrani®y, hie is lcoking sher Treasung and L‘,‘.ap:r.al Markef a5 @ oy p Head snce ong yaar
al MCH Islamio Bank Limied. He established the Bank's treasury & Fl and alied farmations converting ksiamo
Ganking Divigicon Lo hul-Tedged lalamic bEnk

Hedare joining MCE kslamic Bank Lid. he had sarsed &-Bamaka Bank (Pakistan) Lid., which is ona of the
gionesrs of Islamic banks in Pakistan. Fe is al=sa e member of different commitbees of the bank such as
BLCCE Mamagaman commilae, nyvestmant cammiiize '-'lﬁl'lﬂgl'!l":'ll:'l'll Finance Commies and Trugies af
Hank's Provigeant fung

Muhammad Tariq Gondal

Group Head = Imernal Audit & Rk Asssd Redew

Wuhammad Tang Gondal s a business graduaée from Lahane University of Marapamant Sciences (LLIMS]
alarg with Masiers n Siatistics froem G0 Univarsty Lahare. Ha is 2 Carilied nlemal Audios (CLA), &Ea hold
danking Diploma anid Post graduata diploma inlslamic Barkng and Ireurarca,  Mr, Gondal hae a diversitiad
nupanmncy of mons than ety throo ymars m amas of eudt & inspection, risk, complance and operstions
Both in Ceniral and Cammearcal Banking

Usman Ajmal
Acting Group Heed - Product Mansgemenl & Shariah Sinicining

Usman Ajmal hoids a doubla mars M.So. degree in Econamics & Financo and alsa successfully completed
|alamic Barking Cerificate Cousa by 1he Malienal Instiuts af Banking & Fingnce. He 18 8 seasoned Banking
profagsipnal having & well-dversified cvarall work experipnce of mara than 16 years with a provan reck
record of succassiul launches of a wide army of firancial products and sciotions. He has primarly bonn
invoivad on (ke relad banking side invaious capacilies both in b business and risk management damains.
Ha alsa caries sxparan ceal svsiems iImplementalan projects with regarnds o retall banking products

Azhar Nazir

Graup Head - Epecied Projects

Afver working for KPMG (Taseor Hoedi Ehalid), be stared his banking carper ms Maragemand Associabe in
Unilesd Bamk Limiled. Later o M Usman Anal jsinsd OB Bank Limbed whsns s seryed 45 Unill Head Rk
Managamant Polcy and Dapanmant Head Consumar Cract Review, Thereattar, ne was tranrsdermad to Retail
Banking Group in MCB whom he s scorediled with leurching and revismping a number of metail fmancing
i ucts

Arhar Mazir = laading Spacial Propects Group. He has bean associadod wish MCH Group for the last 18
poears. The Ol of ks diversified professional exposune includes working an varkus seror lavel
potiang redating 1o Projecs Manragemant, Core Bankng mplamsantaticn, Basel | iImplementation,
Pracess Dasign & Ae-angneanng, Risk Managamen, Crodn Polcy & Cradit Risk Aesaw

Lisman &jmal jzined Product Managemant & Shan'ab Sinecturing Group n MGH Bstamec Bank Lmited {MIB) in
Ha ia Financial Hisk Marapgsr (FRAM-GARP), MSe Economics & Firancs, Cost and Managemenl 2016, He has played an instumental role in sefting up this oilical unction as weld as aunching an sssartmeant
Accountant AP ard Dipomasd AssoEaie Insbiute of Benkers Pakisien (AIBF) of relall products I5l'il|il'll,| froem Daposia, Congumar Fngnce, Mo Fingnce, Bamnca Tekalhs, end Gash
Maragamant in MIB, He taok owar charga of Product Management & Sharlan Sinectunng Group indlata 2017
arvd i curranty alse serving asa Mancom member in MCB Islamic Bank Limited

Mufti Syed Sabir Hussain

Rasidenl Shan'ah Board Mermbaif Head Shan'sh Caomplianss Deasrirmerl

Wufti Syed Sabir Hussain, warkeng wilh MCEB lslamic Bank since SeptemBier 2014, is a prominant Shan'zh
Schalar amd experienced Eamic Bankar wilh 12 wears al eachng 10 vaars of Falawa end Edamic Banking
axparsnca, Ha holids Shahadat-ALaHmeyah, M.A Isiamic Studies, M,Phib is tslamic Banking & Finaros and
and 8.5 (1. T) dogroes.

Maimoona Cheema
Company Secrotary & Head af Legal

Hia g @k-mamibed af Shariah Adviacry Boand of SECPE Membsar of the Caomrmittas on Accounting and Audiling
Standards of ICAP and mvitoa participant of Shar'ah Beard of State Bank of Pakistan and Membar of seearal
oammitiees consliuied by 58P on AADIF| Shai’sh standards. Furiber, he s member of A801F) Shan'ah
Standard's cammmitiae for Urdu lranstation of Standards. He s an auihor of 13 boghs on bamic economics &
nanking and ather social Issuas, He s also daleanng lecthiees in differant Dar - Linoms and Linivessilies

Maimaona Cheama s cumentty warong &s Company Sacratary & Heao of Legal Affairs at MCB Islamic Bank
Limited. M. Cheema hos a Bachalor's degres in Gaw (LLEB) and a hMasters of Soence in Finanos & Fmancial
Larw Irgim S0AS, Universily al Lordon

ks Chaema has extonssa aepanance in e fissd of law and has worked weh highly asieemed ongangations
including MCE Bank Limiled, Telenar Pakisian [Pyl ) Limited and the Lehore Stock Exchange (&) Limited
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Ali Muhammad Mahoon
President [ CEQ

Abdul Aziz Memon
Cioun

sounity Head — Corparaba, Commaercial Banking & F Grou

Aasim Salim

Group Head - Businass Distrbution
Sved Iftikhar Hussain Rizvi
Chied Financial Officar

Kashif Ahmed

Group Head - Camrg lamsa & Congnoks
Khawaja Khalil

Croup Head - Misk Managemenl
Shahid Mahmood

Chied Indgrmalion Ofhoar
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Muhammad Saeed Raja
Gimaip Haad - Opsaraticns

Salman Qutb

Groip Haad — Human Aasouica Managamant,

Ceriralized Procuremeant & Securty

Syed Salman Ali
Group Hand - Traasury

Azhar Nazir

Group Haad - Special Pros@cls

Mufti Syed Sabir Hussain

ASEMHaad Shail an Complisnce Dapartmeail
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Prof. Mufti Munib-Ur-Rehman

Charman Shariah Boasd

Prod. Mufs Blunib-ur-Aahman, working with BMEE Isiemic Bank since Saptamber 2015, &= amancaned Shariah
achalarwith avast 4% years' imaching and 30 years' Falowas issuanco sxponencn

He is the mamber Shasd'ah Advisary Board of Secunes and Exchange Cammission of Pakisian (SECF), and
the Chmrman, Ceniral Moon Sighbng Committea Pakstan, prior o this he was a mambar of islamic |daciogy
Council, Pakistan mnd Déreckar of slemic Studies, Hong Kong

Mufti Syed Sabir Hussain

Residant Sharfan Board Mamber' Head Sharfah Complience Departmant

Muft Syed Sabir Hussain, working with MCB islamic Bank Lid, sinca Seplamber 2015, & & prominent
Shariah Schalar and expensnced Islamic Bankar with 16 yoars af ieaching, 12 yaars of Falesas and isfamic
Eeanhirg axpaience. Heholds Shahadal-Al-Alimiyah & Takhaseus-Fil-Figh, MoAlakame Shodiss, and BMOPhl,
inlslamic Banking & Fnance and M.5 (1.T) degreas

e s pe-membar of Shiri‘ah Advsary Board of BECP. Momber of the Camemittes on Acoouniing and Audiing
Stamdarts of IDAP and ivites partspant of Shail’'ah Basrd of S1aka Bank of Pakistan and Membar ol several
commitieas canshiuled oy SBF on AA0IFT Shantah standaimis. Furthar, e ts mambear of raview committas for
Undu transiation of AAMF] Shati'ah standands. He = autbar of 14 books on Istamic economics & barsng and
offes sneial issues; He |8 aisa delivering leciunes in diffarant Dar-u-Ulsoms and Unkansiies

Mufti Mahmood Ahmad

Shariah Bomrd Mamiber

Mufe Manmood Shmad 5 e Sharah Board membsar of MOCB Isfamic Bark Lid, and Alled Sark Lid,,
{Istamic Banking). He gradusied a= a Schalar in Shabadal-ul-Aslsmiah (Masier n Srabic and [slamic shodies)
from Witag-ul-Madaris Al-Arabia (1836), and Magler in Arabic rom Punjab Uinlversily, Lehome, He also has
pana Masier of Philcsophy [M.PRiL) In isamic barking and financa from University of Managemert and
Tchnology (UKT), Takhassus-fi-Al-Funoan from Jamia Khar-ul-madaris, Mulan snd Takhassus-fi-Al-Ha {in
Iglamic Figh and fabwa) from Jemia Dar-ul-Lisom, Karachi. Ha is curranily ennliad in PhD program of LIMT in
Islnmic Banking and Financa, He has 18 years' taaching and Fafawa (ssuanca axparance, and T yoars
experience as a Shari ah cansulinn wilh Ghan Glabal Groug and somea other Islamic inancial msliutans

He la a Leciurer of Tafslr, Hediih, and Figh in worid-rencanied Bfamic unbearsity Al-Jamia Al-Asznrafia Lahora
sinco August 2005 and a Mo [Trainor'Consulkan) in Al-lamia &l -Ashrafa also since August 2005 Fatawas
issuad by him aré puilished in the bock al Ashral-ul-Fetases (2 velumes) publshed By the managamsnt al
Jamia Ashratia Lahoss, Ha aled sarves 8 8 lachirar on differant sujects of Snasi'ah & [slamic Financa, Hais
& wisiting faculty member at the College of sceountancy and finance, Liniversity of Lahore and defivees
lecturas an Subpests ol EEmic cammancial laws and Taketul. He also daleens Friday kbuthah snd leads Friday
prEyar 3l A Jemia Mosque far atout 17 yeas. HIS arsas of working have baen Talsir Quran, Hedith, refigrous
ed ucation, Ifamic junsprudence, Isiamic i, Bskamic banking and Takaful

He prasemied scademnic papats 8l dflerenl conlerances sueh as ik Muslim Warkd Leagus’ conference. He
ras aleo coninbated by gefling publizhed his Boakime based edied compllaton of Muft Tagi Usmanie
wntings on Islamic economics ard firanca, fitled (sam aur Jadid Ma'ashi Masad) punlished by Idarm-e-
|sl@amigal Lakare Ha g alss a witer ol marny &licles on dMarart Shari'ah maialsd ssuss and logics
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caabia growih inline with tha
achisve a sirable market share in ih
axpansion plan, B "Scheme of Comy ngemants an jcHon (Bhe "Sonema™™ el
MCE Bank Limead (MCE) and MCH Islamic Bark (M} has been ingated fo enhance the axisting Branch
riesbavaris by ety (30] more branchas ol different straiegio (ocations. Both he Bank and MCB kave filed 2
pebbon Dedare the Honourgble Lahare High Cour Tor the sanction of and for ofmed onders faciitaling
miplemantation of the Schama expecied o ba exocuiad by #nd quarier of 2018

SMICH lalamic Bank = B growl nd irsdiubon ard is corstantly leaking 10 innisate ard
sarvicas, Cur Busie m i5 conlireicesly working ta sdentity urtapped markst opporiunities
anharoe (he parloio o chisn sust ale profils. Furiber, o oersure [ulllmen of sysbtem mequren
signilican] devefapment in implamantalion of & cong Banking syEiem was alsa wilmasaed dumng the year e
alen have i place a numbar ol S pmpliant products o maed inancing, bade and Rinds managaman
reads af all cussamers,

peTE M CUESHEr-Caniric

s, 5

Tha country’s sconomy has vt agan shown paolential of producing resuhts tar battar than axpeciabion. With
45.0% GDP growsh the Coungny has postod its decado best GOP groesh owing 1o the Govarmmen's sconomic
edarmes: Tha Year 2007 brought notewoerily esakition in China Pakisian Bsamamres Caridor [CFEC) and has
4wl
termed as a “Game Chengar” for Pakstan's o oy An poanomic p
anable PaksEian 1o amangs &% &6 SEEOEMIC povwes of [ha feg
MiEeasures thak can further buld privess sectar conficanos and apan & gateay Jor ng tanm fonasgn invesln
rithe Coumtry,

1o

The ghoba! kssamic inancs indusiry Nes gro
2.2 trllion as af the end of Decamber
banks or [samic bansng

=aching 1odal assets of LSS
an ircmase of M aver 2004, n 201 L imes had |slamio
windows which shans approaimabely 5% in ioal giobal banking aasels, n Paloss

SiAmeC Bansing |8 Grow BE a miuch healhier pace of 12% dur 1ne month of 2007, acegugnting o Fs
’ enlioinas al Seplembor 3 17 compared o e ool Decambor 2016 Furthar, marked share of domastic
siamec Banking industry represents 13.7% of (otal banking industny assets According to the isamic Finance
Colindry Indes af 201 7, Paksian's ranking nas Desan uplifad 1o 6 W rEnE gRobaly Arar gEining & 54 poin
nonaase owar last yaar Thase facts show grest potargal intha Islamic inance marks of Pakistian

pilEs

1 rapiclty over the past e

walld Bia 1o thank e State Barm of Pakisien, SecuFllies and Exchangs Camemigaion of Pakiglsn and
requatory bodias for teir contributions ioesands strengthaning the islamic banking sysiem of tha Sourdry. | also
acknowiedge the conlrimsian ol our Bosrd of Diresiors and sso sxtend snoers gratifsde b all our emplayess
tar thieir eflorls, ayedty and sgn ribLlion 1o the grawih Bnd success of 1S Bank

-I'Nl] ||:'__.
Raza Mansha

Chmrman
MCE Islamiss Bank Lid




The yaar 2017 has proved fo be a year of groath and challenges far the Country. The Govemmeant's sirategic
initigfives like massive infrasiniciure develapment espscially undar CREL, s2n0nQ sardce Sacion, encouraging
recovary in agroubure production and robust domestic demand suppered by strong credt grossh and
mvestment projects, lad Pakisian's economy pasied 8.3% growth in the outgomg Sscal yese (FY1Y), which is
hee highaat level achisvarmant since Z006-08

Alamcddiliab. Bve Bank complaied anather yeer of promising grawih. We moved {brough the year with a clear
visaon gnd ol well detined grawih siratedy wiich Nelped us in grossng our balance shael. improving yeakl and
gapanding natwork. The Bank posted signiicant growth of B1% in &5 tolal assets an tha back of remarkahbia
deposits growth of 126% Gross fnancings hove alko grown by 58% with neady no nfection. The Bank
coriinues ke focus on optimizing branch elliciences and achiesing Crilical mass wih feapec 0 #s deposll
basa, with a focus towards bulding low cost CASA daposi, which incraasad 1o approamataly 7% of tolal
doposds. The cortinwed low benchmaork raie has squeezed the industng's mosgin and making & d#ficult for new
sebups bo cormpele and manags profitabdine The poel-lax bes lor the year was Fs 263 million. Howesar, todal
revenue has winessal ancouraging growth of 0% an e bac of Increasing volumas and ralsing oiner
income

The Gank coofinuaes A8 Dranch axpansion and opanad 10 new branches during (e year ano raacned a nafion-
wide notwork of 76 branches. in ordar ta further sirengthen aur cutreach and o better serve our customars at
ihair sass we have entered inlo & “Scheme of Compromses, Arrangemenis and FReconsiructan |lHe
“Sehama’) with MUB Bank Limited MGBY” and with the conciuson of tha Schama ninaty (30) more branches
vl b aoded infa our branch nerhwork. A1 prasenl, e have marked cur ioatpnnts in37 cries nabonwida

CAshormsar carg hae aiweys Dean at cur utmost priorty, 'We baligve thal gualily sendces Could De our graabast
diffararsiator, With stata of the ant technology platfiorms ard high siandard services, we ara warkng to ansurs
eacalance in all cuslomer iowdh paints. To aciliate custamers, and improve ther dgal banking eaperiaenog,
wa have launched EMY enablad debit cand powered by UnlcmPay Inferralional with & glcbea! acceptance In
mana than 150 countries. Digital Banking amibit was enhanced further by launch of inbames Banking Sarvioes
ard Mabile Aap enssling cusiomers Lo manage their day (o day transactions need in @ Secune and canvenien|

i ' I l way
| |
| Wa undersiand thai the increasing demand for [slamic Banking prodiects and services requires solicilous
¥ h amention and prompt reeponse. During ha vear, our Froduct 1eam hes sucoesaiuly launched Sharah
. = o .

compliant #nancial products for Carsumar Gar Firance, Banca Takahd, Cash Managamant and Micrafinanca,

l | beliave thal our organizaion RAS come & ong way sincs e bank commeancad oparalions. We are Dlessad
#ith @ team of competant, devoted and hardwarkeng profassional that are cerlainky our core asseds, We are
diligerttly working towards ensurng ikal all the staff mombes haee tha enviranment So aptimally perfom s
1kt podertial and conlrisuée wards our stralegic goak

| would! B o thank Siabe Bank of Fakstan, othor regulatons, our sharehaldens, the Board of Diectors, the
Managemant Team, the amployess and mos! imporiantly; e Bank's cusiomess Sar Thair continued rust and
BURDOIT

Qﬁl‘FL q«w\ﬁi_f

&l Muhammad Mahoon
Praesidant & CEQ
MCE islamic Bank Lid,
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subacnbing to the rght issue amounting o Fa.1.2 billion
against 120 million ordinary shares having face walue of
A5, 108 sach ssuad by the Bank.

The Bank continuad to grow its financing portfolio with more
diversificabon by tapplng new industries which mainky
include cement, fnancial institutions, plastic, energy, and
transport, slorage and communication whereby those
industries were untapped last year

Tha Bank is at a firm standing wilh an asss base of Rs 51,8
billion, posted healthy growth of B1.2%, rom last years
A%.26.6 bilkon. tslamie Bnancing and refated assels

Eslamic Financing and related assets (Segment) Graph

[HE MEMBERS Q y

On befall of the Board of Direclors, | am pleased o
present he Annual Report of MCE Islamss Bank Lenibed
the Bank'), comaining the Audited Financial Sialamens
lor the year ended December31, 2017

lskemic Banking contimues b broadan its outreach and is
compeing effectvaly with corventional banks. supporind
by an increasing range of products and higher quality
sanaces. | ia forecasted to grow al a Compound Annual

(& |mgressively grew by 94.6% 1o F=.31.5 billion from Ae.16.2
- L blllan, As par of business strateqy, focused efforts were
e :"‘ made to vigilantly grow Consumer Finance portiolio and high
i \i ,l= .. Yyislding sagment of Micro Finance was akso launched,
4 \__ ';..-'f Surplus resources weare dvarted towards invesiments which
St grew by 58.2% to As.9.2 billion from Rs.5.8 billion, Trade

Gaowith Hate IEEI'_‘.H:I of 19°% over the FE’HI:llj 2016-2018 " i ™7 e S . volume mereases h}' BB.5% o As.25.2 billion from Bs.15,1
Economic Review worldwice. As per the Islamic Finance Country ndex ’ . billican ast yesar.
(IFCI), Pakistan gained a 5.4 point Increass over last year, L s et %

Despite of vulnerable political stabifity and external
challanges, Pakistan's economy still managed real GDP
growth of 5.3% during FY¥17 which is the highest = e
yarars and the size of the counbry's socemy has excedded
LISEI00 billion. This achievemant was mainly doe 10 e

Investment in ener nd mfrastrecture devalopmant " . 1 ® Agricukture ® Individuals
url::;r l:: Ching Pg:i;an E.:nnﬁnnrg Cosrhhor l'gF'EE‘.J P O A R AT { BnCONTRRSAIng & mytiad of optians I:utnmuhle -ElthE,E i

m Cement © Plastic products
. Aanks Performance ® Chemical/Pharma “ Ship-breaking
Manutacturing sector appears to be growing at a sold By the Graca of Allah, the Bank continued Its journey of ® Construction ! Sugar
pace with Large-Scale Manufacturing (LSM) overall Ishamic banking with a momentum of growih at the right g -, - & Electronics Textile
increasing on a year-on-year (YoY) basis by 5.5% during trajactory and building the balance sheet with the desired - ; - WEnergy # Transpart _
tha 1H FY1B as compared 1o 1H FY17, This is resulbed mix of depasits and underwriting quality assets. Branch Il ® Financial institutions Wholesale/Retail
mainly from Increase in Coke & Petroleum Products, network expansion remained a priorty for the Bank and e # Food/Tobacco
Pharmacadlicals, Non Melgllle Mineral Producls, ihis wear 10 mew branches wene added ¥ s ;F # Balance Sheet ltems
Automoblles, Iron & Steel Products, Electronics and Paper Yl AN el B In MiNGo e Individuals maintaéved their dominance over other customes
& Board. In line with Bank's growth steatagy, e Board of Directors — T ;

Ciountry's expons Incressed by 11.2% YoY as companad to the “Scheme of Compromises, Arrangamsenis and 0001 ERARLS:

imports which were increased by 18.0% Yo during the 1H Reconstruction (the "Scheme”) between the Bank and Deposit {Segrmen) Graph
F¥18, as a result frade deficit widenad to UIS517.4 hillion MCB Bank Limited (MCB)". The Scheme snvisages 40,000

This masssve imbalance of ade hag rmsulled decraass n transfar of MCOB's banking buesingss of minely [20) '

lorgign exchange reserdes by 1.3.00% 10 LUS520.2 hillion at branches subjecl to the appeoval by tha sharholders of i

the glosune of chlendar yaar 2007 (CY17) from US523.2
bilion lesi year, The same deficl also lorced PKR
devaluation by 5.6% againat the USS to Az 11004 CY17
from RA=.104.6 CY16. Aemittances from sbroad remsan
calmed at LIS%2.7 billion during 1H FY'18, showing 2.5%
growth, when comparsd with the remitiance received
during the corresponding pariod of kst fiscal year

Tha Slale Bank of Pakxistan Eopt an accommodative
monetany policy slance dwenng the year by keeping e
palicy rale stabds @8 5.75%., CGPI Inflation inched o from
4.7% Yo¥f m January 2017 o 4,68% YoY by Decamiper
2017. Coore inflation remained relatively stable 5t 5 4%,

pfacing it on Gih rank from Sth rank globally. Market share
of Islamic banking assats and deposis in ovarall banking
mduestry of Pakistan was recorded al 11.5% and 13.7%,
resspectivedy by end Seplamber 2017, Branch natwork of
Iskamic banking induestry slood ol 2,368 branches (Spread

i thelr mesting held on October 24, 2017 had approved

thi Banks and sanclion by he Honourable Lahore High
Court whese under the sssets, nghts, lebdilies, operations,
aystems, stefl, assets of back office functlons and
ochlgations of MCB redating to banking businesa of thesa
branchias will ba transfesred to and vested in the Bank. The
banking business of thess branches will afso stand
converied into Islamic banking business on the effectve
date purieant [ the complisnees of applicable regulatory
permisSions

Baih the Bank and MCE have flled & pelition befars the
Honorable Lahore High Cowr for sanction of, and for alher
onders faciliteting Impdementation of the Scheme under

The Bank achieved an outstanding growth of 128,95 in total
deposis, reachng o Aa.32.7 billlion from Fs.14.3 bllllan last
year, while at the same time improved the CASA percentage
; to TH.2% as compared 1o 58.7% last year, This is primarily
' e because of the introduction of wider rangs of products,

Y

segments in terms of Bank's deposit, with a contrbution of

Section 270 to 283 and 285 read with other enabling W Cement # Others
The Pakistan Stock Exchangs (P5X), after regained entry provisions of the Companies Act, 2017. The Schems on W Chemical/Pharma B Services
inta the MSCI Emarging Market Index, touched the recond sanction and implementation will increase the existing W 2017 ® 2016 ® Construction u Sugar
height of 52,876 points during 1H CY17. However, with natwork of the Bank, which is determined to promote ® Exports/imports = Tetile
mourting pofilical uncerlainty, rising deficits, desappainting Istamic banking as per strategy of the Siale Bank of B Financial Insttutions 1 Transport
budget, and fears of degreciation af e PER, shaksn [fa Pakistan, B Food,Tobacoo Trusts/MNG0s
invesior confidence which resulled i mone outliows Han B Individuals Wholesale/Betail
inflows. The market closes al 40,471 points fallen by In order 1o furthes strengthen the Bank's capital base, B Insurance

2d.5% tram the ali-ims high i hitn 2017
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aubseguent fo year end, MCB npscted further equity by
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On profitability side, the year under review has provedtobe a
challenging year for the Bank. The Bank posted an aftar tax
Ings of As.262.9 million against profit after tax of Rs.75.9
rmillion |A%] year mninly due o the laclors such as ek ol
performance on the cagital markets side. Jull cost reakzalon
of all 28 nerw branches openad in the lasi queader of 2016 and
continded expansion cost,

Howawer, total rewenue of the Bank continued 1o grow and
shows a positive growth of 39.9% and increased to
Az 2 4959 9 millicn fram Rs, 1, FA5.9 million last year. Incoma
generatod from Islamic financing and rolated assots,
investmaents and placemonis conbriided B2.4% o lotal
rivene of The Bank. Persasten] locus Iowards mobizalion
of low cosl deposits tavourably Impacted oot ol Tund which
has increased from Rs.304,7 million to M5 6604 million
mainty dus bo Impressia valume growth.

Redurn on eaming asssts was reporied 6.9% while the cost
of fund was kept ai 3.6% against 6.8% and 3.5% respectvaly
lasl year Loss per share for the year came o Bs.0.263
against garmings per share of As.0.080 last year, wheroas
biook wighee per Share neluding fevaluabon sephes stood al
Fis 9.6 against 102 laslyear

Key Financial Highlights
—
& 1]

[ e ] R BTTD 5
Islaivan Finarcing and rafoted assets - nei .73 11T BEw
Tl At 51.7H1 EHL B 1%
Cepongn az.E LU EEE
Ehasprarasy’ Sqully (noluaking Passhaation| e 0.8 (L]
Wi BETRAD el 1, = 1 F%
Drhes inoome: ] = T
Dowrad =g mzzme 1,404 1,304 19%
AdTerisrates & mher seperes 1, s 1,180 G55
fLiee | pnhl Delon Lo @51} T | jA0ES)
Lrme) | preetd mBur Lnabicse [P a ] B Tk ]
Maaic ( dibreas [ipnay) | gamings [ sham L 0o M|
[Rupeos;
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Statament under Code of Corporate Governance

Tne Board of Directors |s committed to ensure that the
requiremsanis of Corporate Governance sat by the Securities
and Exchange Commiesion of Pekistan are fully met Tha
Bank has adopted good corporate governance practices and
thex Diractors arg pleased to report that:

The financial statements prepared by the management
of the Bank pressnt e gtate of affairs fairy, the resul of
itz oparations, cash flows and changes inaguity.

“  Proper books of accounts of the Bank have been
maintained

Appropriain accounting pollces have been consistenthy
applied in preparabon of linancial stalements and
peoounling estmales are based on reasonable and
prusdent judgment,

Approved Accounting Standards, as applicable In
Pakistan, hawe been foliowed in preparation of financial
staterments and amy depanure there-from has bean
adequataly disclosed and explained

¥ Mo dividendibonus shares hive boan declard for (he
YA

Thera i3 no doubl wupon (he Bank's abddy o conkinueeg &%
(B0 COMCEIT,

Hay operating and financial data since incorporation is
presantad in the report.

The system of internal controds is in place and has bean
affectvely implemnanted and monitoned,

Tharg has besn no malerial depardwers from best
pf&r:hr:ﬂsurmmmag'_wernanr:e.

¥ The walue of mvesimenis of the Bank's Provident Fund
based on unaudied accounts &l Decamber 31, 2017
amountad to s 0.8 million.

&  There is no ovardue satuary payrmeni on account of
feuoes, dutees, levies and charpes

Compliance with Corporats Governance

The Bank haa complied with the requirements of the Code of
Corporaie Govemnance relevant for the year ended
Decamibser 31, 2017 & prescribed stetement togethear with
the Auditors Raview Repord thereon & included in the Annual
Repon

Statement of Internal Control
Tl By 16 pleased 10 andorsa the Stalemant made by e

manapement. The Managemeanis Statement of Irmemal
Em1rn|5|5|nu:iu::eﬂln1l1aﬁ.mma]ﬁz-pun

Credit Hating

Fakistan Cradit Rating Agenoy {PACRA] has maintained the
Bank's medium to long-term rating as “A" end the shot-term
rating as ‘A-1" with stabla cutlook.

Risk Managemant

The Baard of Directons of MR [Slarmss Bank drives he risk
managamant framawaork and Ras inglilvied relevant
puidaelings Keeping in view the size and compiexity of the
urgamzatu:nn.

Indapandance and empowerment in riek managsement is the
phvot that ks apphed as the fundamsntal pant of the Board of
Diractors” vision. Wa have in place a mechanssm whach
ensures Independence to Ak Management Growp in
mﬂasuring. ;'j.n.a]-.':':ing mrrlrl:llling andd :11|:|r|i[-;|ri1'n'hi| Fighk Thoem
ihe frandling risk fakess | e business soliciling groups, Thes
separation of functions bebwesn he risk takers and (e rlak
managers provides sufficient independence and yel poand
responsibility to business & risk approving authoriles for all
relstad risks.

The Bank aims to align the Risk Managemeant Frameawork
with the international best practices and the gudsSnes of
State Bank of Pakstan hrodegh vanous poloy docsmants
approved by the Board of Directors. Managemen| Franoe
Commities for fisk 8 an additional platiorm o asceras,
discuss and oeliberste key sk mswes in the portiolio 81 the
managemsnt level. Ask Menagement Growp provides
updates to Risk Management & Portfolio Review
Committees, a specialized sub-commilties of Board, through
regular mastings and obtains guidance and direction from #
a5 wall

Capital Assessment and Adeguacy

The Bank remaing wel-capitaized with capital base abowva
the regulatory limas and Basel capital reguiremeants. Tha
Bank's Tiar-1 to otz nsk welghted assets rato is well within
the comfortable zone and regulatory limits. The Bank
conducts stress testing for credit, market and liguidity rsks
by applying vamows shocks under different scanarios. The
Bank calculates value al risk for markel risk assassmani

Liquidily Mansgement

Azsel Liabllity Committee (ALCOY & responsible for the
formulation of overall bouaty strategy and overslght of the
asset-liability management function. Asset-Liability
Managament Framawork! Liquidity Strateqy & Contingancy
Funding Plan are in place, to arsure that the Bank can mesd
its Niguichily needs on a timaly basis whila optimizing
contribulion towards the proftability of the Bank. Furthar,
ALCO has approved & ramework Tor nedgulas fsSessmend
&nd monllering of confraciual | nan-coniraciual assets and
liabilities for beter liquidity and yiald | profit rate sensitwiby
(iap reporting. Thes i3 & regulatory requiremsnt and the Bans
is cormiptiant on this front.
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Business Conlinuity Plan

Cperational risk 1s managed theough Data Collection
mechanism which includes collection of Operational Losses,
Mear Miss Events, and Control Bresch Data on monthhy
bagis. Based on this data, a Quartary cvarview of significan
operaticnal rigk events is presented o Risk Managemenl
and Portfolio Roview Commitiea of the board, As par of
inbgrral contral aclivilies in the Bank, Risk Managermenl
Funcilan |z aso aclively engaged In creating risk asarenass
through stalf traineng sassions in the areas of Operational
FAisk, Fraud FAisk and Business Continuity [ Disaster
Aecoveny Planning.

The Bank has in place the Board of Derectors' approved
Blusinass Continuity Plan which is implementad through Risk
Managemen! Group. Business Confinuily Managomens|
Commiflen, a specialized sub-commifies, is in place 1o
overses implermantabion mallers, The commities mesls ona
regular basis fo ateer and monibes BCP imperatives, BCP
Otfsce also provides regular updates o Management
Committes from time to tme.

Core Banking System

I year 2017, the Bank has made significant headway in
implermentation of core banking system. The Bank hias
sapcoesstully magralnd all branches from legacy System 1o
Oracke Comporation's Flexeube core banking system. This
new aingle platform has enabled the Bank to provide
saamlass services to s customera. The new foundation will
open up awenues 1o further expand customser base and will
go a long way in provading efficient and effective Shasfah
compliant solutions

Trading of Shares of the Bank

Bank is currenily @ non-Ested concerm; hence no irades in the
ghares of the Bank wers comsd oul by the Direclors,
executives and thelr spouses and minor children during the
year 2017.

Board of Directors' Meatings

Soven Board of Direciors meetings wmre held during the
firsdiricial year farrmation abol) he slbendsncg 5 as under;




M o Acknowkedgment

Mamre of Efnretalders Rolationship| o

Mame of Directar Oubgoing Dirgcia Propess Ditgcno

[n behall of the Board of Direciors and managemend, | wsh
Maih bl ha : ' MEE Bark Limed PorontComparry | BB33EEES3 | yp ewpress our aincere gratitude to our customers, business
FET il propesesd dissrior o replas il ™ } I
FiER R 2 FET asvcpseed deacot orechac P " . i s P Mk i o pErners and E.Tt_a:‘ehaue g for thedr continued patranage and
Wit HObil e WAoot BRGITTE | coriiniy wielis ek wilh i L i i truel | would aiso like to thank Stete Bank of Pakistan,
st S s J g Sitxin Rank of Pakivias slorgwi 3 ; 5 B M- i Erricid o Securities and Exchange Commission of Pakistan and cther
O - TR0 wihwer Ipr Fling of caial vacanoy r - i
ST PRy (0] TR n /o i A ot 5 e regulatory authorities for their continuous guedance and
DOl Bl § £ il support, The Board of Directors sincerely appreciates the
B L0 & st 3 ¥ : 'i"" b | ¥ b Ahmed Ebeahim Hasham Direae ot significant contribution By all its staff membars 1o the growih
- - I ol this franchise under challenging busingss condifions
. I & M Crrer Sablas D o
et o by < 8 ’ Performance Evaluation of Board of Directors ; b 7 r“'__‘:; | o
: : . g Sy P | e Al e Do o Faor and on behalf of the Board of Directors
Anmed Evanim Hasham ’ The Board evalualion protess is a constructive mechanism B8 - = o
; . ) s % : : [} Uds W pls] Mphemopd Bhimia Ditey oe
gR ) i bowr irmprening huardcﬂml v nnss, o micting sirengihs and »_ % 3
b hiing weaknesses, gding 1o an immediale mprovemen ] el
in pedormance throughout the organization,  An eflective
Board Sub-committees Mestings Board therelore conbinually needs to monitor and improve s Auditors
performance to proactively gauge the confribution of I - — T
AMPE ¢ individual board members and committees towards . ED“'EPE”'}ED 9 i h':'”:":'m ; M”Efn:fg ::FMG i
Manien Malngs | Masings | Muaiegs __ Wantings achieving the strategic goals of the financial instiution in the L. TN ommifiee has suggested the appointment Lo
long run. The assessment exerciss performed annually by 3 s Taseer Hadi & Company, Charterad Accountants, as — }
the Board Evaluation Committee helps by identifying ;E?SS;E:L‘T;UEE”“ o P‘*%‘:éfﬁ“;:iﬁ?ﬁﬁ:ﬂ--a; . ’
porformance delarminants fallowed by rating the Board's | \ FTRRETY, Chan ; i
alars through a fallng scile, provided e in e Guidalinas - - on the sUggestion of the Audit Committee, has Haza Mansha
Nacs Mansha - - | o® P I I T I T I v “ P : recomimandad 19 the ghanaholders Tha wilrment ol Mis
an Perlormance Evaluation of Board of Directors (the T 'S O Al Hitt & Eanods Chan:ﬂ;ﬁ.ﬁ. I-mt;nm - Chairman
"Guldelines”} isaued by the State Bank of Pakistan thaough T - § s e EIJII:“tq"_'l"E ufrJ I:h: il m;‘"‘";ar ek February 12, 2018
ampighan (= = |- = 2|8|[2|=]|= BPRD Circular Mo, 11 of 2016 dated August 22, 2018 = Ty ki : ¥ g
A ‘*, December 31, 2018,
The Bank's Board Evaluation Committes has a mechanism s d:
BrahmmBhams | ® | & [ = [ = (= |- | ® | 2 | = | = B F. oy
for annual evaluation of its own performance based on the - -:.:_"Jt e, S Future Outiook
Guidaelines, The Board evaluates its performancs by looking —— o

Chsiair Serdar - a - - - 'l - - ™ §

U A s —_ - - - - - - —_ - -

Ehalid Hehmood
heirrim

Ahmes Ebeshim
Hasham

Directors Tralning Program

The fofiowing direciors have attended the following SECP
cartified training programs:

Enhancing Board Effectheness — Director's Training
Program—&r. Omaer Safdar

Training on Sharfah Governance & |slamic Banking
Prifciphis tor enfite Bodand - Dne Se45060

Change In Directors

The ouigoing director, Mr. HKhalid Mabhmood Bhaimia
rasigned altectiva Movamber 30, 201 7 and Fit & Proper Test
(FPT) approval for proposed dirgchar io raplace Mr. Bhaims
1% sHill panding wilh the Slate Bank o Pakistan
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ail tha overall periormanca of the Bank as well as whnthar the
Board members have lhe requisile skillsfexpertise,
campalency, Knowledge and diversified axperienas
consldarad relevant in e comext of the Bank's operalions
and fomaks the Board &n effective govarning body.

Purewsant to the provisions of the SBP Guidelines, the Board
has carried cut the annual performance evaluation of its own
parfermance, as well as the evaksation of the working of its
Commitlees. & struciured guestionnaire was prepared
based on the SBP Guidelines covenng various aspecls of
iz Board's lunclicning such as adeqguacy of (he compasdion

of the Board and Its Cammitless, Board cullurs, axeculion
and performance of speciflc duties, obligations and
govermance. A separate exerciEs was camsad out to evaluats
the performance of individual Directors. Tha Board
Evaluation Committes was satisfied with the svaluation
resulls, which refiected the overall engagement and
effectiveness af the Board andits Commitieoes

Pattarn af Shareholding

The aggregate sheres held by Directors and olher
sharehioiders as of Decembear 31, 201 7 are as follows:

&) Poical instabdty, rising tade defict, Rupee devalsation

ard sustainable economio poBcies ane the ey Fachons wiich
needs 10 be addressed on lop priorily 10 gel anough FON
necassary for achieving tangeled economee growlh af 6%.
Recovery n o prices = also sefting & challengs in keeping
the inflation under one digit. Howewer, hopes ane slill alive as
we expect poliical chaos to settle soon and CPEC 1o
continue with the same expectation.

The Bank & affaining a prommence position through its
branch nelwark and customer Tocused product
diferemiation, Wilh the conclusion of 1he Schaméa, e Bank
will further strengihen its exstence and fecilitales s
customerns with batter reach. The recant change in polley
rate will surely give & breath in smproving the backing sector
margins. The Bank will further focus in wigilantly growing
consumerand micro finance partfolio.

Owrr Product team is working on this development and
sunching of mew Shara'h complant financeng produdct for
these high ywekding potential segmenis, Thes s delarmined o
incllcRie & cullure of Bervies axcelenos, while &l he same
tirne, asttracting, developing and retalning the best human
regources talent o ensure reglization of our fubere airabegho
objectves.

WE VALUE YOUR FAITH
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FINANCIAL DATA,

STATEMENT OF FINANCIAL POSTION
Total assets - nel

Cash and balances wilh ireasery banks
Balances with other banks

Cue from financial insfitutions
Immastments - ned

Islamic financing and relaled assets - net
Oparating fixed asseis and others

Tatal liabidies - nat

Bills payabla

Due to financial instiutions

Deposits and ather accounts

her liabilites

ol assats

Share capitsl

Shareholders” equily

PROFIT AND LOSS ACCOUNT

Profit / return eamed

Profil { nelurn expenssd

Het spread eammsed

(Reversal of provision) | provison

Mat spread after provisions

Fei, commigsion and brokerage income
Dividend income and Gam on sale of securities - nat
Incorme from deaing in fonsign cumencies
kher incoma

Operating expenses

iLoss )/ profit before taxation

Tazatian

iLoss) / profit afler teation

OTHERS
Imparts
Exporls

KEY RATIOS

Capital sdeguacy ratio

{Loss) f profit bafore tax ratio
iLoss)f profit after tax raths
Incormm | expinse ralio

Retum on everage eguty (ROE)
Retumn gnaverage assets (ROA)
Ratum on everage eamng assets
Cosl of deposil

Cost of fund

Gross Fmancing ko Depasit ratio
Infecton ratio

CASA o Deposit rato

ook value par share mcluding revaleation surplus

Baslc [ dilled (loss)  earnings per shane - aites tax -

HOMN-FINANCIAL DATA

Mo, of employass (axchuding ouisoyrced)
Mo. of financing customers (excluding staff)
Mo, of deposit accounts
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Rupees

2017

Rupees in thousands
51,770,766 28,568,502
3,390,753 1,508,804
2,703,251 2,750,998
1,400,000 .
9,186,213 5,760 BTG
31,472,835 16,172,727
3,817,614 2,365,258
42 139,087 18,302 629
314,210 44T TTE
7,926,780 2,785,650
32,600,808 14,279,436
1,208,178 Tdo,243
9,630,775 10,266,873
10,000,000 10,000,000
9832378 10,094,531
2,050,827 1,526,778
1,005,671 676 544
1,055, 256 950,234
(55] (94,137}
1,055,311 1,044,371
45,325 34,674
352 356 186,172
29,646 17,322
10483 10,9492
1,845,245 1,188,562
{50,92T) 113,973
Br.830 (34,056}
{&G2.807) Ta.917
23.418,703 13,250,000
1,871,528 1,807,700
23.81% J8.T4%
~AT.05% 7.45%
-12.76% 5.23%
BT B0 106,82%
-2 64% 0. 75%
6.22% B.43%
6.08%, G.79%
3.15% 3.34%
A.60% 3.54%
.26 % 113.37%
0.00%: 0.01%
79.18% SB.67
FE3 1027
{0.263) 0.080
75 L]
1ra ™
48,482 31,250

2016

26,887 541
98,123
6,247 450

5,86954T0
12,473,797
1,372 692
16,504, TED
05 BE4
631,520
g.450,072
6,733,333
9,982,762
10,000,000
10,014,614

376,285
108,057
275,238
35,901
235,337
o674
10,438
3,968
TET
202,774
57 631
{5,324
52,307

2,018,706
100,165

AG50%
15.532%
13.80%
116,775
0.52%
5.95%
6.34%
317%
3.26%
133.01%
0.071%
B0.68%
S.08
0.052

328
3

22408
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AL MCE Islamic Bank, we believe in a service culture which ensures consistent delivery of
our products and services to our valued customers,

The Bank also has a dedicated unit of Complaint Managemaent which handles and
addrasses custorner complaints as per the Customer Grievances Handling policy
approved by the Board. The Bank has a strong complaint handing mechanism which
allows our customers to log complaints from various channels which include 24/7 call

center, website, email, branches, Banking Mohtasib, SBF, and complaint drop box placed
in all our branches across the country,

The Bank has a complaint escalation mechanism whereby all complaints are escalated fo
the senior managemeant if not resolved within the stipulated tme. In Year 2017, detailed

root causes of complainis have been presented In service guallty control commifes.

Proactive measures have been faken, thal reduced unnecessary lodgement of
complants while many process improvements wara also made during the year,

InYear 2017, the Bank recewed 1052 number of complaints out of which 1043 complaints
were resclved as of 31 December 2017 and average complaint resclution time is 4.16

warking days.
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REPORT OF
SHARI'AH BOARD

(FOR THE YEAR ENDED DECEMBER 31, 2017)

el

P,

S Ll

The Shaf'ah Board ol MCH lslamic Bani Lid, {MIB) was aslablished In September, 2015 Currantly Shan'ah Board comprisas of
respected Prof_ Mulll Munb-ur-Rehman as Clalman Sharfah Soad, Muli Syed Saber Hissain as Resitent Shan'ah Baard Member

{REEM) and Muti Mahmoed Ahmad as Member Sharfah Baad, In tha year 2087 Shar'ah Board meetings ware hald on tha foloweng
dobas:

Firgl Sheri'ah Board Meeling — Februeny 15, 2017
second Sharfan Board Meafing — Apnl 26, 2017

= Third Sharieh Board Mesbng —Jufy 31, 2017
Fourth Shari‘ah Board Meastirg — Ochober 10, 3017

1 Wvhile thes Board af Direcbors and Exacuthéa Managemenl ane splely responaible 1o arsung thal (ks opesalions of MID e conducied
In a8 manrar that comaly with Shar'ah principles at all limas, 'wa e raguired ba sUbmE g rapot on tha overall Sharrah comgphanca
anmiroremant of MEE,

2 Totorm our opinlen 85 axpressad i his repo, he Shani'ah Compliance Department {SC0) of MEB camiad oul reviews of each typaes
gl trensactars, products, process fiows'modus cperandl and concepts, In ths regand, 68 branches have Been inspected for Shariah
&5 par Shariah Compliance grogram.  Furibern, Pool Mansgemenl Sysiem (PMS) and ireasury irarsaclions were also reviewed as
par required frequenoy end majpar highlighted system refaied makers have Dean mctilied as per guidancea of BCO . In onder o
arhance te Islamic banking knowladge and expertise in genoral &5 wall as product wise espacially in isamic Micro Firance and
SME businesses, wehs made mandalony far all siall af e Bank with the coordination of Leaming & Denelopmeant Departmeant of
HAG

3 The Shan'ah Board of the MIB has isswed Four (@) Instrochons & Guidsines & Two (2] Fatawa duning the period

4 500D with tho coordination of managamant has roviewsd te axisting Ingal documetts of Snancing products namiety Islamic Micro
Firanos on Murshahns basis, Consuimer Car Finance and House Finanos on Diminishing Musharaksh, Consumer Car Fnanoe on
arah base, Musharakeh Aunning Finance, Musharakah Expot Finance, Murabaha Finencing, Diminsshing Musharakah of
comporate and commercial business

5 SUD nas also laciliabed Islams: Banking tralning sessans tha ront Gnod back oficas stalf af MIS. Furibar, SC0 has taken indsalhee o
astanlish an affective and comprenensive Eamic Banking training mechanism far all business canters, Branch Managars' Branch
Operation Managers | miemal ireiners were also part af Shani'ah reloted taining inilinkves during the year

8 Shan'ah Board praisss and sncourages tha atfort of Managemant regerding implemantation of proper drass code in & branches and
permssion of branchs’ staff o waar Shabwer & Oameez on Friday, B |5 also hoped that same will be spproved {or Back offices’ staff.

Arocommendations:

Bagesd on ihe absardalions made Bircugh Shaif sh review, repoarl and Sharfan Complence checks, il s recommended Thal:

| Iritutura, thama shall ba mara Snariah Tremings for front and back office staff with amphasis on spacialize products bmning sessions;
Il parwty inducied staff sholl be rained on lslamic Barking and |[slamic Banking Products balors conlimmatian,

iy A8 pod! managemant & vary senaiia by s natume, therelore, 1 ahall be mane subomalsd o ewaid any NLEman e

v All back offioss wha ana invoive on execuman of tha fransachons ang advised 1o usa stendard documants aporaved by Sharifsh Board
ard should bear intial oo sach page

ANNUAL REFPORT 2017
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Conchus|on;
Shari'ah Boand has revioesad B advised corrective maasunes on the report of Inbernad Shan'ah Audil and Sharfah Complimnce Inspechon
reporis and ia of s visw mal

I MIB has complied with Shar'ah nilas and principies in me kght of Fataws, Instnuctions and Guldalngs ssued by Sharfah Board

i MIE hes complied with directives, reguialions, instruclions and guidelines ralatad o Shari'ah complianos issued by SBP
Eosardance il Ihe fukngs of SBF's Sharmah Boand.

il MIE has a comprebarsie machanism in place o ansure Shad'ah Complianca in ther overall opermations

W Ouring tha course af Shan'ab compliance of the frarsactions, | was reslized that the smount of Chasity calisclion durng the year was

P¥R B.133 milion rom diflerenl heads whech vas insiructed ks ranslar io the Chaeily accounl The bank has disbursad he Chasily

amount to Sharfah approved chantable crganizetions as per MIB's chanty pokcy and 58F's guidelines

¥ MIB has complied with the SBP instruchars on proft and loss distriobufion and pool managemant

Wl While the Benk 13 aihealy pursuing ireinng af IS human resources aboul various aspects of Islamss Banking & Firancs thmugh
raining Hassions/seminars. hawaves furihar impeoeament is requingd in the ksl of swaraness of [slamic Banking & Fnance of he
staff, management ard the BOD through enhanced training mechansm far each level, The menagemeni and 1ha BOD has mada
gincane elfors and appeecates b irgoiance of Shafeh complance i overall coerations of MIE.

vil Tha Shari'ah Board has baen provided edequats rasoucas enabing it 1o discharge &5 dulies affasivaly
Shari'ah Board would like to take this apporiunity ba offer praise ta Smighty ALL&M and sees his guidance and Teuwlesg. and o

pxpress ik wishes far luifier progress, developman] gnd prospanty of lelamic Banking, Amemouillah wnder the aincasms etors of senioe
managament, and Islamic Banking industny in Pakistan as a whola

L

RIS PR
N W ey (7 e

Professor Mufti Munib-ur-Rehman

Chalrman Shan'ab Board
Q& 2 ia :

Mufti Syed Sabir Hussain Mufti Mahmood Ahmad
Membar Sharfmh Bogrd

Apsidant Sharf an Bagrd Maminer

danuiry 24, 2016
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NOTICE OF 4™ ANNUAL
ENERAL MEETING

OF MCB ISLAMIC BANK LIMITED HOTES:

1 Membars whisa Names apgear m he egisier ot membsars on March 26, 2018 will ba entitied fo atlend The proceedings of Tha

- JFEFC) = , misehing.
Molca ig Pareby given that 1ha 4th Annual Genecal Mesling of MCB [slamic Bank Limited will e hald on Monday, Manch 26, 2018 al &
1000 A, &t 339-F Biock, OHA Phasa 1|, Lahers 1o transact the dollowing businessas;

o in appoini ancther member e

2 A mombor prafad o attand and wato at tha Moaiing = e shor proocy o attand, speak and valn

Drdfinary Bualnsss: ; v . ; > S
nslead al himter al the meeling. Mo pasan shall &0 & a prad. who s nol & memies, excapt comonale endity which can appornl a
1 To confirn e miruies of the %d Annual Genaral Meeting held on March 27, 2017 perscn wha t8 not 8 mamber
2 To racela, conslder and adopt e Arnisal Audited Firancal Stesements of tha Bank tor the year anded Decamber 31, 2017 3 The instruimerd sppainiing & proey should be sgned by the member or hisher silomey duly austherzed in ariting. 1 the member = a
topathar with Direclors' and Audiloes! Feparts therean COrpoeRte antly, its commaon sasd should De affixed on e nstrument
3 Toappodt audsors of the Bark for the vaar anding Decembar 31, 2018 and 1o fix thalr emunaration, Tha Audt Committss has 4 The instrument sapainting & groey, bgaiber weh Power of Aiarney, 3 any, under which il is sigred er & nalasially centied capy
supnested the apponimord of M5, KPMG Tasoer Hadi & Compary, Charersd Accourtants, as audfors of tho Bank n place af themad!, snould De degosited, #4n e Compamy Sacralary, MOB Islemic Bank Limtad. 53, T-Block, DHA Phase |, Lehore nol less

retiing suditars Ms. AL F Fergusan & Gormpany, Chanersd Acsounianis. The Beard on e supgestion al the Audil Gommitlss has fman 48 hours bedore the fima of halding the mesating
recammandead 1o tha sharahaiders e appoimiment ol Mis, EPMG Tagesr Hadl & Company, Charlered Accawrienis ko sl &5
statuinry audsors of tha Bank {or e year anding Dacembar 31, 2018

g i mmamber appoinks mane than one prosy, end mone than cne instumant of proogy S depostad by a member, all such instumands o
prasy shall be reradesed irsalid,

& The Hank has placed its sadited fmancinl stalements for the year ended 31 December, 2047 on the s websie
wand mMchslamichank oam

By Order of the Board

"
Pl wonsmong L etauim

March 2, 2018 Mz, Maimoona Chaema
Lahore Company Sacrotary
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I'his siatament i3 presantad o comply win tha requiremen of State Bank of Palistan (S8F) cecudar no, B0 7 daled May 27, 2004
Guidsines on inlernal Caontols” and SBPs OS5ED Croutar Moud1 dabed February 87, 2014 °|nstructions on imermal Controls over Fimancia
RAeqorting IGFA]

An Imternal controd system & @ sl of processes designed o idertdy, evaluste and mbgats tha risk af failures and 10 achieve ovemal busnoss
objectve of the Bank. The Bosrd exercises overall nespansiblily in ersunng that Bank's system af inlemal controls is adeguate and efteclive
B0 MEnadqe tha riek protias within Bank's el apneiss

The Bank's maragamant is responsile o establish and mamniasin an adgeguate and etfecsve system of infernal conirols and procedures
under Mg pofcies aporaved by e Beand, wilh he mam objecieas of anawring ellesivanass and efficancy of sparalions, rekahiity of francal
soorting and complisnce with eoplicebla laws and regulabons. Howsver, any systam of imlemal conirol can anly be designad ko manage
rather than climnata the risk of lilure o achieve obseolives and can anly provide masonable and not absolute essuranos against matori
misslsament or kas

Concerted affors are made by evary Group 80 Improve tha contrel enviranment al grass roof laved by ragularty raviewing and stmamibning
procedures o presant and recity comirol apses aswall asimpaning iraining farimgrovemant at variaus loveis

Thie scops of Irlemal Audt & AR Group indegendant inom the manegement. interalla inchidas, review and assessment of the ad equacy &nc
offactivenass of the cortral activilins across thn Bank as wall as evaluation of mplemantation af and complianoe seth all e presonboec
pridicies and procedures. Periodio updates ane submitied bo Audfl Gommilies on auds acknities and Sgnifican| ssues

Complance & Conbrois Group of tha Blank thmugh iis Aaglonal Complancs Ofcars and cantreized sulomated AWML monsaning salutan
alsg owersees adherance 1o tha regulatory requirsments., with specific emphasis on Anti- Manay Launderning | Combatting tha Financing of
Terrorism. Based on absardalitn and weaknasses derilied by the Intemal and Exiemal Audiors and ihe Comalianss & Shariah Compiance
teEmS. fmMprovaments ara bmought abaus by tha managamen inintamal controls 1o minimize, pressant and rectity control lapsas

Hank's Risk Mansgemen| flunction is ertrusied wigh tha respansibidity (o averview and sirengthen tha intamal conirals of the bank, incleding
aparaliongl sk data colleclion and partormanca of risk and coningl sall-assessment on bank wide basia, The Bank has agiablened Inermnal
Contrel units withn asch Graup. &5 & rel@healy nes Bank, inilatly 1op dosn approsch & baing used for Risk Assessmeant: howesar the Bank
his |rebialed ha proosss of implementaticn of glicialpiiile Framawork on Infernal Conlrids isswed by the Cammittes ol Er.!::n-'.::rnl_:
CyoaniEElions af Tresdway Commessod in potandance with the Guidslinas an bemal Contiols igaued by Siate Bank ol Pakigian. As par of
imerral comml actsilies in the bank, Aisk Managamant Function (s also activaly engaged in craating nsk awareness through sl traning
s iar in e arsan ol Operational Rk, Fraud Risk and Businass Confinuity ) Deasier Racowsny Plamning

The Bank has Dean grantad esampbion Irom submission of Long Foem Aapom for the year 20168 by SEF and has glready siatad
implemantalion &5 por te roadmap of intamal Controls cvar Financial Baparting {ICFA) submithad o S8P Bank's External Audéors wil
resvienw and ==ue Long Farm Report on ICFF readmap s of December 30, 2007

Eased upon tha resulis derved thrawsgh cngoing testing of irancal repanting controls and imernal sudits camad oul during he year, e
managemen| considors thal the Bank's exsting imternal coninol systom s adequato and has bean offectively implemented @nd monitioned

The manapamant will contnue erhancing its coverage and caomplancs with 1ka 588 guidelings an Inlemal Coantrols and mphamsnialion of
kay controls as idantfad under 1GFA jo furthar strengthan (e conbrol arrircnment on an-ongoing bess
Based onabave, the Boand of Direclors enderses the management evalialion of iImernal Cenrals
AN 7BL
- E el ¥,
0 N T R 0 i s Kaskd Alwmed Khaveaga Khalil Shah

Girowip Haad — Complanca & Canfros Chial Risk Officar

Y -

o (ol

f -
Mubamimad Tang Gondal Syed Iftkhar Hussamn Rizv
Group Head - Audil § Risk Asgets Feyvies Chial Firancial Omces

January 31, 2018
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Thia Audit Commithes campnsas of experiencad and qualfied drmeciors, The direcions have dyvarsfied expenence of banking and
indusiry. Tha Chaman of Audil Commitiss, being irdependant dirscice, resigned en 30k Mavemnbar, 2007, Themeafer, requisiony
goprosal has B2en sulmEied Tor an ndapandand girechor against vacant posion.

The Head of inlenal fAudit hes direct access to the Board's Audit Committes, The Committes ansunss staffing of the mermal audil
functicn willh pesonnel of suflicant nlemal Budl acuman, ard hat 1he funciion (8 egugped wilh 1ha necassary reeources and suibanty
o sacuta thelr raspansiblilies ndapancanty and objsctawaly

Auidil Committes remasned aciivaly engaged (n e review ol he Bank's linencial stalemenis as well &= sudil aclivities In accomdancs wiilh
tha requirements ot Code of Coperata Governance and that of Chatar of 1he At Cammittse. duly approved by tha Board of Directars
Al Commities held four meetngs, during the yaar 2077, Sigrificant agenda tams of tha meotings are:

Aewviaw of e Bank's parodic Bnancial siatements, including descosure af relaled pary rensactions pror io el approval by e
Board of Dreciors (B0

Fevaaw of sistus of compance sgainst chaervaions highlghtead by intamal and exiernal audilons. ncluding reguiar updates on e
recification sctians taken by he management in respansa to tha aud findings

Fenferwy of significant Baues highighied by Inkamal audilors during acelils | reviews ol branches and alher funclions al ihe Bank,

Aeviw and recommarndabon of the Bank's revesd intamal Sudd Policy and Indernal Awdit Manual mcluding incorponation of Skne

Bank's Shati'ah Govamaentce Framewstk requiremenis; and the Whste Blowing Program for BOD approval.
R E P O R ‘ *  Aowigw, approval and cearsight of Apnual Avdii Plan and aliong wh resource meqursments of Auds & AAR Group

Approval ot compensation of Head af inbamal Audit & RAR

A of Managemeant Letler isaised by Exterral Audilon along wilh managemant rasponse.

Hervarwy of implamantation status of Intarnal Contols: aver Firancial Repanng. 05CFA)

Aecommandaton of scope and appointmant of axtemal suctars, inciuding Ninakzaticn of audit and conaultancy tee.

Aoy of sinfemend on inlemal Conlnol Systems, prior o endorsement by the BOD,

COMMITTEE o

Fabruary 12, 2018 Charman Audil Commities
Harschi MCE Islamic Bank Limited
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STATEMENT OF
COMPLIANCE WITH THE
CODE OF CORPORATE
GOVERNANCE

For the year ended December 31, 2017

Thig slalement i= beirg prasenisd o comp®y with the Code of Corpeeade Govesnanos (COGE) containad in Regulaton Mo, 0-) e
Prudantial Regulasans ior Corporate’ Commarcial Banking Issuad by the Siate Bank of Pakistan {S8P) for the purposa of sstablisheng
a frameveork of good povernance, whareby the Bank s managed in campliancs with the basi praciices af Coporate Governanoa.

KCE Islamic Bank Limitad (the Bank] has apoliad the principles contaned in the GGG n the tollowing manner;

1 The Bank sncourgss repraseniafion of mdependent and non-execuihes Directors on &5 Board af Direclons [the Beard). A= at
Dacerntar 31, 2057 the Boand includes

CATEGORY HAMES

Indepandent Dirsciors * Mr. dhmed Ebrahim Hasham

Exacugiva Diraciors dr, Al Muhammad Mahoon
Mr. Raza Mansha,
Mr. Afiab Ahmad Khan,
Mon-axecutive Dirachars bir. BALIA Lsmani,

Bdr. Dimair Safdar,
Mr. Iprahim Shamsl

= . Khalid Mahmood Bhamia, an indesendent desctor resigred on Movombe 30, 2007

Tha indapandent Diecior meats e oitana of incapandanoe as dafined in tha Prudential Reguiations issued by the SBP and the Board
camglies with the requirerents sliputsied under clause i [b) ol the 06

2  Tha Direciors have confirmed ksl none of hem & serving as a Diracior cn move Bhen saven lisled companies, Including tis Bank
{emluding tha isted subsidanes of listed balding companes whan applcable)

a Al the residend Directors of the Bank are registered as taxpayars and nana of them has dafaulted in payment of any foan o & banking
company. a BFl oran NBF o, balng amambaerof a ook eochangs, has bean decianed as a defaultar by that stock exchanpa

4 One casual vacancy arnose on the Board al Directars during the yaar on accourt of resignation of M Khalid Mabmood Bhaeimia, an
Independant dreciorn, B2 of Movembar 30, 2097, Tha FiE & Propes Tast focumenis of the proposad replacemeant of Mr. Khalld Mahmooad
Emmmia were submitied 10 the Slate Bank of Pakistan on Decembar 12, 2017 and waner requasted for filling of casual vacancy within
ninedy (B0} days. Al the dale of sigrng of the repot the casusl vatanay i yed io be fillad due i the panding price approwal by he Stale
Bari of Pekistan

B Tha Bank has propared a 'Code of Cordisct® and has enswed that apgropriste staps ane taken o disseminade & throughoud the Bank
alang with its suppaning polcies and procedunes

& Tha Board has devedoped A visanimission statamant, overall corporatn sirabagy’ end signidicant policles of tha Bank, A complete racord
of pariculass af Sgnilican] policies along with the dabes on which they sere approved oramend ed has been manisned.

T Al ihs powans of the Boand have Dean ouly exgrosad and decisions on matena! transactons, including appointmant gng datanrminatkan
of mmunoration and terms & conditions of tha employmaent of tha Chinf Executive Officar {the CEQ}, athar axocutive and non-pxooutive
Dinscion, hénse bean lakan by e Boardshareholdens,

8 Tha Boand masbngs ware presicdad owar oy tha Chairman and 1ha 8oand met al laast anca in avary quanar. Yéithan ratices of the Board
mealings, akorg with agenda and wirking papars, wero circulated af least saven days bedore tha mestings. The minutas ol the meatings
WisE Bppropnialely issorded and cincilatad
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Thea Exgged arranged ona (01) raming program on Shanan Govemancs and lslamic Banking Prngplas ior il Direchors Juing Me vear

The Bioerd has approved appaintment af the C hiel Financial Officer (the CFO}, Company Seomviany and Head of |niernal Audil, including
their remureralions and Eims & conditions of amgloyment

Tha Dimcior's ropart for this yaar has bean prepared in complanca with tha reouiemants of the CCGE and bty describes the sadont
miatiers reuinad 1o ba disclosed

T financal siaiemenis of e Bank wera ouly encorsa0 by ithe CELYand CGFL Detore apongyad of the Boarm

The Direciors, CEQ and execulives do not hold any mierest in lhe shares &1 e Bank other than (hal deciosed in the patiem of
gharehalding.

Than Bear hays coen plied with all e corparate and fmancial reporting requirements of the C0G

Tha Board formad an Audil Commiltes. As gl Decariier 31, 2017 thara wena two mambsErs of Commities bolh ol whom wearng non-
rxacutta Diractors whenaas, tha Indepander Biractar & Charman of e Committes, M, Khald Manmood Bhaimla had rasignad wa.f

Mowamber 30, 2017, Howeyear, as par ciause ooy of the Code of Corporate Goeernance, the Bank shal establish an fudd Commities,
Faving &l laasl ihes members, samprising of non-ececulva Dirpclon and al leas one independent direciorn, Fil & Propsar Tesl
documents of the pmoposad replacamant of B, Khaid Mahmood Bhaimea wers submilied o tha Siata Bank of Pekistan on Decamber 17

2047 and waher requesied for filling of casual vacency sisin ninaty (900 days, &1 the dode of signing of the oo tbe casunl vacenoy s
wi [ b Slled due o ihe pending price approval by the Stale Benk ol Pakisian.

Tha meatings of tha Audt Commiging were fald onoe n avery quanar pror o approval of imterim end final results of tha Bank. Tha tarms
of refenemcs of the Cammilbas haee bean formed and advised ta the Cammittes lor comgliamnos.

Tha Board has formed 8 Human Hesoirces and Remuneraiion Commiiea, A 81 Decambar 31, 207 1harg wara o mambess of
Gommigieg, incheding ana indapandent Directar, bath af whom are mon-executsn Dorectors, whanas, anoihar indepandent Daectar of
the Comimettes, M Khalid Mahmood Bhamis had regigned w.ef Maovember 50, 207, Howewsr, as per clause xxv af the Cada of
Corparate CGovarnance, ne Bank =hall esighi=h a8 Human Aesources gnd Ramuraraticn Sommifies Auds Gommikies, hasing allaast of
three mesmbners comprising a majoetty of non-ecocitsn diroctars, ncliding prefarably an independent direcice. Fit & Propor Test
daciumenisal the proposed eplacement of M Khaid Mabmood Bhaimsa wers submilbed (o (ha Stabe Bank of Pasisianon Decamber 12,
2017 and wahear requsagied for 1iling af casual vacancy wimin pirsaty (900 days. &1 1ha date of slgning of Tha report the ['rBE-LIE|'l’-HEE"|I:5' =
yoi 0 ba Sied dun io tha pending price approval oy the Sate Bank of Pakistan,

Thes Boand has sal og an aMaciive intarmns st fancton which s slafled by sutably gualilied and sxparantad parsans kar e gorpose
and ts corversan! with tha policies and pocackinas al e Bank

Ther siatuiony sudtars al ihe Bank heve confirmed thal they heve been gheen a salislaciony raling under fhe qualiy cantrol reviesy
program at the Instiiute of Chanened Accountants of Pakistan (|CAF), that they o amy of the panness of iha Birm, e spouses and mino
childmn do nod hold shares of tha Bank and that 1t firm and all 88 parnes are in complignce s imemational Federation of
Accouriania IFAC) puidednes on cade ol aihics as adapled by the | TAR:

20  Tha stahulory audiors of tha persnng associated withiham kave not Desn appceried o provide oihar services excedt n aceordanca wi
thielisting reg uatiars and the auditars haes corfrmad that they bave obsarved |FAC guidelnes in this ragard,

21 Wa conlim thal all other makaral pincoles enshrined n tha CCO have been comalEd with exsapt for ;e oRosng wihich &ne nol
appicRbla as Bark is rol listed antha stock eechangs:

* |nfmatian of the ‘tlosed peiod’ o Dereckars, employeas @nd Slock axchange prior 1o the dnnouncement of intanmfinal results,
Al busirsass decizkors, which may mataidaly el he medksl price of The Bank's securitas

» [Diszmmination of mataralprice sansitive micomaBaon amang &l mesks padicpars of once through siock schange

For ared on behall of e Board

RE)L Yl

Al Muhammad Mahoon
Prasidant & GECQ

MCE islamic Bank Lid
Februasy 12 2018
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JDITORS' R
REPORT TO THE MEMBERS
ON STATEMENT OF
COMPLIANCE

With the best practices of the code of corporate governance

i

pwc AF-FERGUSON&CO.

Wi hawe reviewed the enclosed Staiement of Complinnos #ath fhe bast prachoss cantainsd n the Code of Corparals Governance {“ihs
Code™) prepared by tha Boand of Dieciors of MCB |elamic Bank Limibad (the Bank™], tor 1ha yaar ended Dacembar 31, 2007, o comply with
Amguiation G- 1 of tha Prudential Asguiaticns for Corporate) Commarnsal Banking issusd oy me Stale Bank of Pakisian

Thenasponsibdity far compleanca with e Code s Mal of e Board of Directors ol e Bank. Our rasponaibility 18 1o raviev, 1o e extand whans
=ich compisnce can be chjactively verified, whether tha Statamant of Camgllanca reflacts 1ha stabus of tha Bank's complianece weh 1ha
pravisiars af the Code and report if # does nol. & review is imiled primarly 1o mguries of the Bank's peréonnel and reverw af various
docaimants prepared by tha Bank D comply with the Coada,

As part of our audi of the fnancial stestemenis, we e oquired b obian an understanding of the accounting and intemal controf sysiems
s Micien] 1o plan e sudil and désalaop an alfective audil approach. Wi gre nol resqured B cansidar whsther he Boand af Tireciors slatamar
an intamal cortrol covars all reks and conireds, oF B torm an opinlon on b elfectiveness ol such intemal condrals, e Bank's coeporata
govamance procodurss and isks

The Cace requires tha Bank to placs befara tha Buoit Commities, and upon recommandatan of the Audit Committas, place betore s Boam
af Dirsdior for thoir ressers and appraval its related party frarsactions distinguiskng botwean reansactons ceeried out on terms aoquivalant o
fthose thal preysl narm's [Ieng ransactions and ransacians which are nol axecuied alanm's Brgih price and rsococding proper jusiicalion
for uging such alemate pricing mechanism. ¥Wa are only required end have ensured compliance of this reguiamant to the eden of 1ha
approval of tha ralated party trarsactions by the Board of Directors upon recommendation af the Audt Commition, W ave not camied ou
ary procedurnes (o deleming whethear iha related parly ransacions wene underisken al anm's lenpth picea ornol.

Based on aw raviow, nothing has come ta our atteniion which causas us 1o baliave that e Ssatamant of Comglianos doas not aparopiasaly
reflect the Bank's complianoe, in all mabarial respects, wilh the basi praciices contained in the Code &5 applicabla (o (e Bani for the yaar
anded Decamber 31, 2017

Further wa highlighl belaw instances ol nan-compliance with the requarenes of the Code as reflecied n the nale rederence where (hese ana
=atedn he Stalement ol Complanca (300}
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Description
The Board farmed an Auds Committes. As ol Decomber 31, 20017
e wiare bwo membsm ol Cammiltes both al whom were non
paanyhve Dineciors whareas, he Indepandent Directar & Chalrmsan
of the Committee, Me Khalid Matmeod Blaimia bad resigned w.o.f
Mgveinbar 30, 2017

Haowewar, a5 per clauss ke of the Lode of Cofporata Govemansa,
i Bank shall establish an Auds Committer, havng al least three
mamiban, comprising of non-axssulive Direciars and Bt Basi one
Inciapsandant Dirachor

& wanar has boan reguested from the Staie Bank of Pakistan on
Dwcember 12, 2017 for filling of casial vacancy within ninety (30
DEys,

&t tha - dain of sgnirg of the reger e casual vacancy s yob o bo
lilled. subject 1o prior approval by 1ha Siate Bank of Pakistan

- € _

Chartered Accourtants

Engagament Partner: Hammad A Ahmad
Fedruary 13, 2016

Lahore

AL FERGUIRIW & 05, Charterad’ Adsiwifarii, o mieinher Srm ol ihe Pl armmark

23-C, Asils Asenind, Dol Fank, Cuang-V, PO FOr 30 Calenr-fpsan, Paobkinan

Telr +oxfaz) a5m s06E-m f asrrsnge oo Frer: + 08 {42] 1977 3804 wiene pase ook

SHARADH “LAHDAE =3 AMAALD

WE VALUE YOUR FAITH

il.Nabe 17

Desoription

Tha Board has formed a Human Resources and Aemunoemtion
Commfies. As & Decembar 31, 207 (hire wisrs Baa mambers of
Commiea, including one ndepenoant Diractor, both of whom am
ran-cxacutra Directars, whersas, anolher incapanden Diroctar
of fie Commitiss, Me Ehalid Mabmood Bhamia had reaighed
wa ! Mavember 3], 2017

Howerear, as par clause xxv of tha Code of Coporate Gommance.
e Bamk shall aslanlan 8 Homan Raspunses and Femunssalion
Commites Audil Commiltes, hawing al Bast of Thres membsars
comprising a magrity of non-exemstive Direciors, incluging
preferably mn independent Direchar.

A wahsar has been requeasied from mMe StEle Bank of Pesistan an
Decambar 12, 2017 far filing of casual vacancy within niraby {50)
days.

A8 1ha dale of signing of e report the casual vacancy ta yal 1o ba
filind, susiject fo prior ppprowal by thia Siate Blans of Palostan
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Wa have audited fhie annaxed statament af fnancial position of MCB Isamic Bank Umited {tha Bank) as at Decambar 31, 2007 and tha
relabed profiland loss accoun, stalemenl of camgarebensive iIncome, cash low stalemenl and stalement of changes in eguily logether with
raofess farming et thereal herar-aller refared 1o &8 e lingncial glatements’) or 1k e Ihan andad, in whech are necsporatad the
ynauiited cantad reums from the Branches excapd fargn branches which have bean audtan by 1S, BN we slaka that we have chitanad i
therirflormation and explarations which, ta the best of our knawledge and beliel, were necessary far the purposes of our awdil.

it s the rasponsit ity af tha Bank s managemant {0 estabish ang maintain a sysiem of mtemal conbrol, and prepare and presant the firancial
siaiemenis in confoemity with approved accounting stardarcs and the reqguiemants of the Banking Companies Cedinance 1862, (L al
1BEZ], and the Companies Ordirarca, 1884 (ELVIal 1884). Our reapamsiblily is b axpress g0 apinon on these lingncial slabamaents bassd
Do CRIT BRIONE

Wia conducled awr sudil In sccofdance wilh e nismations sisndands of suding as apalcable in Pakisian. Thess standards reouin [Fat we
plan and perform tha auds o obtEin rsasonabls assurance aboul wheshes 1ha tnancial statemants ara frea al any matanal msstalamsand. &0
audit includes axkamining, on a los! beass. avidence supparting the amaounts snd dissiosures in the fnancal stalamanks. An gudt also
includes assessing the accounling polkses and sigrifcant esimates made by managemenl, as wall as, evakiaing 1ha overall preseriaion al
1ha tinancial stiatamants, WWe talava that ouwr audil provicas a reasonabls Dasss 1or our opinion and after dus wartcation, which in me casa af
Islamic financing and refaied assets covered mana tham shoy percant of the total islamic firancing and relabod assats of the Bank, wo report
ihal

{@)} inour opirion, propar books of account hse baen kepl By the Bank as mequrnd by the Companies Ordinances, 1988 (XL of
1984, and she ralums refared © sbovs recenad fnam ke branches have been ound adequate Tor the purpase of awr audi;

(B} in our opinion
iy he siatamsant ol lirancial poaailion and profit and logss account tgairar wiih he notes (kamecn have b=en draswn up in eealesmiy
with tha Barking Gompansss Crnanca, 1862 (Ll of 18621, and the Companies Ordnance, 1884 (XLYI of 1684), and am in
agreament with tho bocks of account amd are further in accomdanss with accauring polices consistently appiod;

i}  thaedpendilune incured during the yaar was for the purpesa of the Bank's busness: and

[y the Businsss condusied, nvesimants made snd Fe eapendituns ncwrred during the year ware in accardence with the objecs ol
the Bank and the lrarsactions of he Bank which have come inowr nobca have baan within iha powers o the Bamk;
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In our apEreon and 1o the bast of our iInformation and according fo the explanabons grien (o us, he stalement of inamcial pasiion, proft
and loss aooount, stoiement of comprebansive inooma, cash flow statemem and stabamont af changes in equity together with the noles
lorning pan thereal conform wilh eoproved accourding standands &5 spplicable in Pakistan, and ghee tha infarmation reguired by e
Banking Compareas Ordinanca, 1962 (LW 0F 1282), and the Companies Ordinancs, 1884 RILVINoF 1884), intha manner s0 reqiired and
Eve & Iren and fairview of the staie of Bank's affers as at Decembeor 31, 201 7 and its e balance of profit, fa comprebansive incoma, its
caah flows and changas ineguity kar e yaar Ben endad; ami

{d} inowr apinion Zakar deductible at souce undar b Zakat and Ushe Ordinance, 1980 (Wil of 1830, was dedunied by the Bank ang
capasiied inthe Ceniral Zeba) Fund establishad under Section 7 of thal Drdiranca.
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Chartered Accounianis

Engagamani Partnar: Hammad Ak Ahmad
Fabrusary 13, 2018

Lahona

A F. FERGLISON & O, Cherteral A wsianls, o meisber m of ke Fel arfaark
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ASSETS

Balanoas with alher barks
Due froem Tinancial instiiuticns
Invastnenis = not

Ciparabng fiued assats
Dalarmad ax gsaets - ruel
Other apsats - nal

LIABILITIES

Hils payabie
D 1o inancial insliblicns
Crapasits and pthar accounis
Sub-ordinated lnans

Delerrad lax liabfibas - ned
Other lisbiltas

HET ASSETS

REFRESENTED BY

Share caphsl
Haserées

FINANCIAL

STATEMENT OF FINANCIAL POSITION
AS AT DECEMBER 31, 2017

Zash and balences with reasury banks

tatamic fmancing and relabad asseds - ned

Liabikbas againsl assals sulect ko fmanca laasa

(o lated loss) § unaporosoniatad peofil

(Delicil] § swplus on revaluation of assels - nel of Lax

CONTINGENCIES AND COMMITMENTS

STATEMENTS

1l
"
12
13

|

7

4016

Rupees in thousands

3,390,753 1500 A0
2,703 51 2. 750,948
1,400,000 -
9,986,513 5. TES.BTE
1472835 16, 172727
2582 503 2,104 260
230,485 -
05,156 | 261,048
51,770,766 28,568,502

a0 247 T
T.526, 190 2 785,650
a2 800 408 14 275 458
40524

1,208 170 T 243
42 139.58487 18,302 625

Q&30 178

1L 3558 T

10,000,000 10,000,000
26,444 26,444
{194,065} 58,087
5,637,479 10,054,531
{201,600} 171,342
5 B0, 778 10,265 873

The ennexed notes 1 1o 48 and Annexunes - | and 1 farm gn inteqrel pat of hese linancial stalaments

[ i RV mall—e
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RAZA MANSHA AFTAB AHMAD KHANM OMAIR SAFDAR ALl MUHAMMAD MAHOON
CHAIRMAN MRECTOR DIRECTOR FRESIDENT / CED
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PROFIT AND LOES ACCOUNT

Prodit { raturn gamed
Profil ! return papensed
Med spragd agmed

Islpmic financing and relaied assels - nel

Provigian far dmirulion n @e vakoe of imeestimenls - nesl

Bad debis written aff dinacty
Wet spragd aftar provisions
Cher income

Fen, commissicn and brokerage mcoma
Dividend incoms

Imcome from masAng N foregn CITENCIES
Uinraalized gain § [loss) on revaluation of invesimenis

clasaified as heid for rading
Gain an sake ol securifies - nal

Oinar Bcomea
Total other incoma

Other expanses
Admnislralive sspenaag

Oinar write aff

Other changeas

Toisl other axpanses

Extra ordirary { unusual fiems
[Loss) | profit before taxation

Texalion

- Curranl

= Prioe e
- Deferred

[Loas) | profil afier taxation
Unapgproprated profil broughl forsand

[Accumulaied oea} | vnappropriaied proft canmed forwend

Basic | diluted (loss) { namings per share = aftor tax

FOR THE YEAR ENDED DECEMBER 31, 2017

Rewvarsal of pravision againsl ron-pedforming

4
5

p

4

i
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2016
Rupeas in thousands

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR EMDED DECEMBER 31, 2017

27
Rupees in thousands

{Loas) | prafit afler isxation for the yaar

2,060,827 1.526.178
1,006,671 576,544
1,055,256 w023

Dillsar comprehensd oo

{262 98T

216

79,817

Taotal comgrehensive (loss) ! pralit for the year transfamed (o equiy

Hems that may be reclassified o profit and loss accouwnt

Components of comprehensive incoma not reflected in cguity

L) (54,137)
[56) 184,137
1 055,311 044,371

|262,907]

iDeficil) / surpkis an revaluation of availabia for sale myesiments
Retated dalarmed lax assed | liability)

(591,35

208,978

41,984

{14, 696}

{648 6 )

Total comprahensive (loss) | incame for the year

[l 38

The anrexed nodes 110 48 and Anrakuras - | and I Tarm an integral par of these GBnancial stalemenis

Tha annexed nobes 1 80 46 and Apnexures - | and || form an integral pan of these financial siatemonts,

-&)} ' i Jﬂﬁ
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46,326 3 6TH
84,593 5B.802
29,846 Traz2
287,783 137,370
10,4483 10,892
439,010 255,164
1484, 321 1.303.,535
1,845,118 1.187 266
1 =
128 2,296
1,645,248 .18 562
(350,827) 113,873
{21,245) {17.858)
(4,4488) (4.BEE|
123,651 (11,331)
87,530 134.066)
(262,57 TemT
84,070 4,151
L1727} 340D
Rupees
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ETATEMENT OF CHANGES [N EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2017

CASH FLOW STATEMENT
FOR THE YEAR ENDED DECEMBER 31, 2017

Unappeogriatad
Share Sastutory Revenue Prasdil ) Takal Mote 2017 2016
Capital Heanrvs Rogern e oked Lo o
|Accumulabed Loss) Rupses in thousands

Rupanes n thowsands
CASH FLOWS FROM OPERATING ACTIVITIES

Balancs as & Jereary 07, 2018 A D000 A 481 B & 153 0,014,814 {Loss) | profit befora taaation (330,827} 113,973

Less: Dividend {8455 B2

Prisfil alftiar taxalion fer the year andsd gl S g [;2;523! Lg 1?1:I
) ¥ 1

Deicirsitnr 11, 2016 . - - TRAT 3917 ) N
Adjustments for non=cash and other ibems

Teurilar o SNy rassrvii Depreciation - Chwred asaels 122 112068 51.95-'5_
Dapreciatan - [jarah assats 11.2.1 458 125 485 T8
Trarlaimed [nom aaplis on Arrarlization 123 20 RA5 156,689
™ n o fxed sssets lo Reversal of provision against non-parforming
URRPECE el rOR <ol of M ' : : . Isfamic financing and refaled assets - pet 116 {55 (34,137
e ok e Provision for diminution In tha valus of mvestments - nat - -
g 5 L H s Oiibeer mssels wrilbern off | 1 =
Provigion for Workers” Welfare Fund u - 2,273
L ae of D 3, i 0,000 004 26444 - B CET L0, 531 Unreakzad gain on foreand sochange contracls - nel 14 (#1985 ¥
Loss on sale of fixad as=ets - nat u 20
Lege aler tanidon ke e s andad Gain on sale of securilies - net 76 I:EE? PE;}I 113{'3-”:':'
Chiscamibser 34, 2047 . 2 e (R T {25047 320,806 505,134
(105,624} 360,305
Teanslar o daiviory ressevEy - - - -

{increase) ! decrease In oparating assets

oS D from hnancsal instiluhans (9. 400, 000 -
tinrEla sl TG eagilus an Iskmic FI'I.'-H'II'JIT; ard relaiad ; . :'I::.'-‘{IIE!-EI"E-I |‘1-.|.'|;I.|.tll.;-1'|
il u ke ol Bl aEsatE 10 v !
unagperere e gl - el af e - - - s Raq Ciher asseds - net (451,556 I:'da'&:}?:l
(17 610.234) (2,10, 308)

rireer e el e g

Increase | {decroasa) in oporating liabilities

kor S * - - = Bils payabia (133,566} 357,812
Due fo fimancial institiutions 141, 140 2,154 130
o s 3l D M, a? et LOL000 T - i e Depasils and ofer accounts 16,411,372 4,529,364
Citbear linhiSbas A4F 137 (B4 301}
23 BE1 063 7,257,025
T anreed noles 1 oS8 sod Annesures - Land | fors an inlegral park of thess Fnancial sistemanis G145 295 457 022
Income tax paid |14, 708] (62,078}
Met cash generated from operating activities e R bl 4,434 9465
CASH FLOWS FROM INVESTING ACTIVITIES }
Mt irmeestment in secunibins (7,158 297 11,185, 631)
Divicard ncomsa recetad 73897 B8, B34
Proceeds from sale of availabhe for sale seourilies 1418 163 1,560 504
Fayment EQEI'I![ dernargar T [y ] - 45,801,988)
Proceeds from sale of fiued assals 1.771 x
Invesiment in aperating lixed assatz (632, 550} (779, 735)
Mat cash usad in invasting activities (4. 297 325 {6,214, TI6)
Incraase [ (decreasa) In cash and cash aquivalents during the year 1833303 {2,784 7a0)
Cash and cash equivalenis al the: beginrning of the year T T 045 02

Cash and cash equivalents at the end of the year

E

. 094 004 4, 260 502

The annaxed noies 1 1o 46 and Anraxuras - | and | form an irtegral part of thess fmancal statemanis.
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3.1

NOTES TO AND FORMING PART OF THESE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2017

STATUS AMD NATURE OF BUSINESS

MCB tslamic Bank Limilad (the Bank) was incarporabed i Faklskan as an unlisiad putlic limited company on kMay
15, 2014 under lhe Companes Ordinance, 1984 10 camy ouf the besiness of an I=bamic Commearncial Bank in
mecordence and i conformity with the principles of |slamic Shan'ah ard 0 acoordance weéh regulstions ard
guidelines of the Stale Bank of Fakistan. The Securfies and Exchange Commission of Fakislan grantad “Cediicabs
of Commencament of Business® o the Bank on Jaruary 30, 2015, The Bank is & wholly owned subsidiary of MCE
Bank Limitad (MCA],

The Siate Bank of Peiestan (SBF) granted a "Carilicate of Commencament of Banking Businass”™ ta the Bank on
Seplember 14, 2015 under Seclion 27 of the Banking Companies Ordinance, 1982, The Bank farmally commenced
nparatons as & Schedued Eslamic Commensial Bank wilh affect from QOctabar 15, 218§ wpon recaiving notification
Ini thita regand fram SBFP under section 37 of the State Bank of Pakistan Act. 1955. Currently, 1he Bank is angagad n
corparabe, commercial, cansurner, imiesimenl and natad banking aciivilies.

The Bank is operating through T8 branches in Pakistan (December 31, 2016 668 branchas), The Regishered Office

of tha Bank & sfusmbed at 53 Biock T, Phasae 1, OHA, Lahom Cantl and Prncipal Offce is situated at 339 Block 2,
Fhase |1, DHA Lahana Canmit

BASIS OF PRESENTATION

The Bank proviges financing throwgh Shar'ah compliant financing products mainly through Murabaha, |stena,
fjarah, Diminishing Musharaka, Running Musharaka and Expor Relinance under [skamic Expon Relinance Schemea,

The purchases and sales ansing under thesa armangaments are nol reflected in these financial statements as such
bt are resincied to the amouni of faclity sctually utilised ard the appropnate porton of prodit thereon. Tha ncoma
on &uch 1slamic lirancing is moognised in accondance with the prncipkas of 18lamic Shai'ah and in acoardancs with
regutlions and guidesines of the Stale Bank of Pakisian, Howaver, income, § any, meceived which does nof comply
with tha prncipias of kslamic Shan'sh |5 recogrisad as charfty payehie ¥ so direcied by the Sharfah Board of iha
Barik.

STATEMENT OF COMPLIANMCE

These fnancal slalemeants have been prepared in acoordance with he appeoved Eﬂl’."Dﬂl’I‘“l’lg gtardardes as
apphcabie in Pakistan. The Companies Ordinamnoe, 1584 has been repesled after the enacimeni of the Companies
Azt 27, However, as allowad by the Secusities and Exchange Commissaon of Pakisian (SECP] vide Circuiar Mo,
23 of 2017 deted Ocloher (4, 2017, e compenigs whose financal year closag on ar balore December 31, 2017
shall prepara thesr financal stalemenis in accardance with the prosvisions of Lhe repsaled Companies Ordinanca,
15884, Acoordingly, approved accounting standards comprise of such Indematonal Financial Raporting Standands
(IFRSs) |ssued by the Inlematomnal Accounting Standards Board and |slemic Financial Accounting Standsnds
(IFASE] Eswad by the Inslilute of Chadaned Arsountants ol Pakiskan, as are nolilisd undar e repealed Comparias
Cirdinanon, 1984, provisions of and directives Esued under the repealed Companias Ordinanca, 15984, the Banking
Companies vdinanca, 1862, and the dimactvas issusd Dy the Sacurmas and Exchanges Commission of Pelsian
(BECF) and the Slale Bank of Pakistan (SBP). Wharevar the reguirements ol provisions and direciives issued
under the nepeaind Companies Ordinance, 1584, the Banking Companies Ordinance, 1962, IFAS notified under ibe
repedled Companies Ordinanca, 1984 o the dreclives fesued by the SECF end the SBP differ from iha
requremenis ol IFRSs, the provisions and directives Esued under ibe repealed Companies Ordinance, 1684, (he
Banking Companies Ordimance, 1962, IFASs nolified under tho repealed Companies Ordinance, 1984 and fha
diractivas issuad by SECP snd S8F shall prevail

The Sistn Bank of Pakistan has defered the appicabidity of IFAS 3 'Profit and Loss Sharing on Deposiis'.
Imemationsl Accounting Stendard (1A5) 39 Financlal mstruments: Racogniion and Measweamen!' and 1AS 40,
'Invesiment Property” far Banking Comrganies fhrough BPRDO Circular Mo, 04 of 2015 dated February 25, 2015 and
BSO Circular Mo, 10 dated fSuguest 28, 2002, The Secuntios and Exchange Commission of Pakistan [SECP) has
dafarmed sppicabdity of IFRS ¥ “Financial nstruments: Disclosures™ on banks trough 5RO 411(1) {2008 deted
Aprdl 28, 2008, Accardingly, 1he requirements of these siendards have nol been conskdered in ihe preparation of
these firancal stataments. Howeyver, investmands have been classthed and valued n sccodance with iha
requiramants prascribed by the State Bank of Pakistan ihrough varous circulars
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IFRS & "Cparabng Sagmants’ is affeciea for the Bank's accounbng panod baginning on or after January 1, 20049, &)
hﬂﬂhll'ﬁ; companies n Pakislan ara reguired o prapare thesr anmual financia? atabaments in lire wh the Tarmal
prescibed urder BS0D Cioular Ma. 4 daled Febrsmry 17, 2008 Revised Forms of Annual Financal Siatements”,
affective from the accouniing year endad December 31, 2006, Tha managemant of the Bank ballevas that as S8F
has dafined the 5EQI'I"IIEI'I| IZEI|B'§EIT$-H|JEIF- in he abova menboned circular, 43 Fequiresmanis will presall ower the
requiremenis spedfiad in IFRS 8. Accordingly, segment informalion disclesed in thess financal stalamenis s basad
an the reguirements laid down by tha SEP

32 Standards, inferpretations and amendments to published approved accounting standards that are effective
in the currend year

Thara arg carten oihar new and amended standends, iIntempretations and amencmants that are mandatony for the
Bank's acoounting parod egnning on or afler January 1, 2017 bul & considersd nol o be relévant o do nol have
any significant effect an the Bank's operations and ame ferefore not detailed in these fimancial statemanis

33  Standards, interpretations and amendments to published approved accounting standards that are not yet
affaclive

The iplowng oiher standerds, emandments and intarpredetons of approved accounting siandards are effactive for
accalnling paiod beginning on of aller January 1. 2018

Effective date
B¢ counting
parinds
baginning on
ar aftar]

IFRE 2 Share based payments (emandmenis) January 1, 2018

IFRS 9 Financial Instruments: Classification and Measurement Jaruary 1, 2018

= IFRS 1% Rewvenua from contracts Jarwary 1, 218

IFRS 10 Consolidated Financial Siatements, IFRS 12 Dieciosura of Intarasts in Cihar Endities
and 1AS 28 Investment in Associales and Joind Yenlures — vestment Entilies: Applying the
Consalidation Exception {Amendmant)

Jaruary 1, 218

- IFRS 16 Leases darary 1, 201149
IFRS 15 raplaces e previous revanue standards: 1AS 18 Revenua, A5 11 Conslruction Confracts, and 1ha relaled
nlerpretalions on revenee recognition. The standard introduces a single five-siep model for revenue recogrition and
astabizshes a comprehensive Tramewark for recognition of revanue from contracts with customens basad on @ core
principle that an anify should recognise resenus representing ihe transfer of promised poods oF semicas 1o
cusiomens in an amount hat reflects the consideralion to which ibe antity expects 1o be entitled in exchange far
those goods ar sarvices

Tha managament = in ke process of aasessing ha impact of changes laid down by these standards on #a fnancial
siements

Thara are other raw and emanded stardands and inferpratations thai are mendatary for the Bank's accounting
perod Beginning on or afler danwary 1. 2018 bul are considensd nat @ be relavant or g8 nol have any aignificant
affect on the Bank's oparations and are therelom nof detailed in these inancial ststernmants,

4 SCHEME OF COMPROMISE. ARRANGEMENT AND RECONMSTRUCTION WITH MCB BANK LIMITED

The Board of Direciors i ihalf mesling hekd on Oclober 24, 2017 had appraved (he “Schame of Compromisas,
Arrangamenls and Reconstruction (the “Scheme®) belween the Bamk and MCE Bank Lid. (MCET, Tha Schame
anvisages fransfar of MCR's hanking business. of niraty (50) branches subiact ta the approval by tha sharehoiders
af the Banks snd sanclion by the Honoursble Lehore High Court where under the ssaets, rights. liebilias,
operations, sysiems, skaff, assels of back offios funclions and obligations of MCE refaling o banking business of
thase branches will be transfermad o and wasted in the Bank, The banking busness of thesa branchas will also
sland convared inlo |slemic banking Dusiness on ihe elffective date pursuant o the complance aof applicable

regulstory permissions.
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5.1

b}

Balh the Bark amd MCE have fied a pelition balone (e Homaurabls Lehomas High Caurt lar sanction al, and far alber
orders {ncilitaling implamentation of tha Schame under Saction 278 1o 281 and 285 read with ofher enabling
provisions of the Compenies Act, AT, The Schema on sanctian and impamentation will retionalize the branch
rabwars af MCB and increass the existing rabsork of he Bank, which is siriving fo promobe |slamic banking as per
sirategy of the Slaie Bank of Pakisian,

BASIS OF MEASUREMENT

Thesa financial stalemants have been prepared under iha historical cost consantion, sxcapl that cerasn classes of
lxad aasals ame shated &l revalusd amodlints end certam insastimants, rﬂ-l'&gﬁ currancy balances and comemibmanta
in raspec] of ceran foregn exchange coniracls have been marked o manced and carmied al Tai value in accordance
with tha requirements of the SBP

Meoaswremant of fair values

Prowision against lslamic financing and rolated assets

The Bank reviews its Eslamic financing and relaled assels porifolo 1o assess amouni of non-pardoming |slamic
financing and ralated assats and datarming provision required thare against on regular basis. Whils assessing ths
requiremenl varowes BClre |P¢ﬁ.ll3‘-1"||; e delinguancy @ tha account, financal posiion of the customer and the
requiremenis of the Prudental Reguialions are considersd.

The amount of ganers! prosdsion |8 detarmined in accondancs wilh the ralevant requistiong and maragemant’s
judgmenl as sxplained in nole 6.4.2

Taxathon

In making ihe astimaies for income laxes curmantly payable by tha Bank, (he manageman] considens the curenl
incoma {nx lwas. Judgmaent is required fo determine the amaunt of defersd fax assals thad can be recognized,
bEsed upon 1ha likely iming and the kvel of future taable profits, together with fulure tax planning strategies

Dapreciation, amortization and revaluation of oparating fixed assats

The Bank has an established controd framewors with respec o tha measuement of far values, The managemant
requlany revews significant gbsensvabla ano unabservabdes nputs and valiation sdjusimants. Fair waluss @ra
calesgofized ino different levels in a fair value herarchy based on the inguls used in the valualion [Bchnigues. The
valuaiion of financil assets and financial linhilses are categorized and discosed in note 39 keeping in view fhe
measLmament raguiraments EEEEJHED nnote 3.1

Thesa Eneanclal stalemanis are presented in Pak Rupeas, which ks the Bank's functional and presanistion cumancy.
Critical accounting astimates and judgments

The preparation of financial slatemants in confonmity wih the approved accouniing standards requires Lhe use of
cafain oritical mccounting asimaies. | also requres the managament o exercise ils judgment in the process of
sphing the Bank’s accounting policles. Estimates and judgments are contirualy eveiuated and are besed on
Mistorical experiences, including expeclalions of fulure evenls [hal are belisved o be reasonabia wundar ihe
circumsiances, The amas whene vamous assumplicns and eslimates are signficant fo e Bank's firancial
statemants or whare judgment was exarcised in the application of accounting poicies ara as follows:

Classification of investmenis
In dassilying imesiments, he Bank ofows e puidance provided in SBP circulams:

Investments classiled as "held for rading’. e secunfiag which are acquired with an infenlion io imde by aking
advantaga of shor tarm market ! intarest rate movemants and are 1o ba sokd within # days of acquisiticn

- Ivestmenis clas=ified as ‘hald o malurky ame non-deriveiive nancisl 8=sels with fixed or delerminabia
payments and fived maturity, In making this judgmenl, the Bank avalusles its mianfion and ahility o hold Such
myestmant o maturiy,

= Tha invesimenls winch ars nod clasgified & held for irading' or ‘held o malundy” s classified &5 avsiabls for
sale’

Provision | Impairment against Investmends

Frovision Tor dimenution n the vales of Sukuk cerlificalas & made as per e Frodental Reguiationg iasued by The
Z6P. The Bank deolormmines lhat ‘available (or sale’ eguily invesiments are mpaired when ibere has been a
significant or pralongad dacling in the fair valua balow 85 cost, The desarmination of what is significant or prolonged
requires jdgment. In making hs judgmenl, the Bank evalusies among olher Tactors, the nommal valatdity in shana
price, In add®ion, the impairmen may be sppopriale when thems s an evidence of delerdoration in the firancial
haakh of the myestes and secior perfprmance, changes i echnology and operatonal ¢ financial cash flows
Impairmend bes in respact of other ieeatmeants clesaitied a8 'availabds for gale’ ard inwasbmants classfad a8 ek
1o mafurily’ = recognised based on mansgement's assectmenl of objeclive evidence of mpairment as a resull of
one o more avants thal may hawa an impact on tha eslimated future cash flows of tha ineastmants. Provision for
dimirmbion in e value of Sukuk cartificates s mades as per tha Pradantial Regulstions lssued by the SBF
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in making eslimatas of the depreciation | amodization malhod, i managament usas the method which efiects te
pattemn In which economic benefils Gre expecied to ba consumed by the Bank. The mathod applied Is reviewsd at
aach financial year end and il thera is a8 change in the expecied pattern of consurmplion af the fule economic
benelfits embodied in the assols, the mathed &= changed 1o meflect the changed patiem, Such changs & accounbed
for as change in accownling astmales In accordance with Intemational Accounting Stendard (1AS5) B “Accountng
Policies, Chanpes in Accounting Estlimales and Emoars”. Further, the Bank estimales he ravakied amount of land
arel buddings on a regular basis. The esiimates are based on valuations caried oud by ndependent professicnal
waluars under tha manel condfions.

SUMMARY OF SIGMIFICANT ACCOUNTING POLICIES
Bimsiness scquisition
Bus=ness acquisition from Group Companies are recognized al carmyng velles,
Cash and cash eqguivalents

Cash and cash spuivaams shall include cash and balanceas wh erﬁB-l.lr}' banke, ard balancas wiEh oflver banks in
current ard deposi accounts

6.3 Imnesimants

Tha Bank clessifies s mvestments &5 faliows 1
al Hald for trading

Thase are securilies, which are either scqurad for generaling profit Tromm Shom-term Buctualions in markel prces,

rale of retum movemands, dealess margin or are secuntes included in a porifolio n which a pattern of shorl-beom
profit taking axists

b Hald to maturity

Thase are secumias with fixed or deleminable payments and fieed malunty 0 respect of which tha Bank has the
posiiee Inkant ard abikty o hodd & maturity, Be-Mua' |l recelvabdas from Govemmant of Fakistan ara massured at
[+ B

(-] Available hor sale

Thase are Invastmants, thal do not 18l under the "held for treding’ or hiedd o maturity’ cabagories.

invastmanis are nitislly recognized af cost which in case of nvestments other than ‘held for Fading’ inchde
transaclion cosls associaled with the investmsant,

All purchases and salas of investmants that requine dalvery within ihe lime frame astabdlished by reguiation or
riarked comvenlion are recognized af he resde date. Trade dabe is the date an which ihe Bank commils bo punchase

ar sall ik irmeesimeni
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5.4.2 Provision

In atcordance with (he reguirements of the Slale Bank of Pakistan, quoled securlies, ather than these classfied as
‘hald to maturty’ are subsaguently re-measurad o markat value, Surplus ! {deficit) arising an revaluaton of guoied
gacurilies which are classilied s ‘avalable for gale’, I8 laken 10 8 saparabe account which is shown in the balance
sheal below equily. Sumlus § {deficil) adsing on revaluation of gquoled secuities which are dassified as held for
ireding’, is {afen ta the profit and loss account

Islamic financing and refaled assels s staled ol of speafic and peneral provisions.  Specific provision is
determined on the basis of the Prudantial Regulations and othar drectives ssued by the Siate Bank of Pakistan
{SBF) and ﬂf‘ﬂrﬁﬂﬂ la 1he profil and loss aooound. Prodssons are Mald Eﬁﬂiﬂ&! idamlilied &= weal &8 urddenliied
losses. Provisions aganst unidenliiied los=es inchude general provision against Consumer and Emall Enlerrise
15Es) financing made i accordanca with the requiremants of tha Prudaniial Regulations issued by S8BP and
prosienan based on histoncal hoss exdanancs on 18lemic ﬁI'IE-l"II'.'iF-IQ and refaled s=oels, |slames r-l"lE"Il:‘il'Iﬂ and refalad
assals are witien off whan thane s no realistic prospect of recovery

Provision | impairment

Provision Tor diminution i the walue of Sukuk certificabas (s made a5 par the Prutantial Reguialions issued by the
S8HP. In case of impairment of available for sale securilies, the comulalive loss (hat has been recognised diraclly n
sumlus | (daficit) on revaluabon of seourities on the statemant of inancial posiion balow equaty is transfarmed to tha
profit and koss eecound. For imvesiments clasaiied a8 nedd (2 mahurdy, the impaimmant |ces 15 recognised In the prodi
and loss secounl.

Operating fixed assets

Capital work-in-progress

':-ﬂ[.l-'.-tﬂ ﬁﬂfh-lll-pWﬂSE s slaled &l cosl less accumulaled impairmenl bagas, i any. These ara ranafarred o
speciic assals as and when assals become avalable for use

I=lamic financing and related assets

Thesa are financial products offerd by the Bank and ame staled net of specilic and geneml provision aganst non
parforming Islamic financeng and related assels, f any. A bnef descripbon of the products are given below:

Propearty and equipment

Property and equipment. other than lend cermying value which (s not amortized, are sisled Bf cost or revalued
amound s accumulalsd deprecislion and accumuiaisd impairmant kosees, F amy. Land s cariesd &l resalued
Ao,

Murabaha

In Muwrabaha transactions, the Bank puchases (he goods theough s agand of clisnl and afer taking the possessian,
sels ihem b the cusiomer on cosi plus profil bass either in a spol or credi rAnsachaon

Subseguenl ocsts ama included in lhe assel's carrying amounl or are recognized 2= a separsie asssl as
aporopriaba, only whan i is probable that future sconomic benefils assocated with tha iBam will flow to tha Bank and
tha cost of the llem can be measwred reldatly, All othes repairs gnd menbanance sna changed 1o the proft and oss
account

Linder Murabaha ‘I‘“EFE‘:I'IE funds deshursad for purchese of Qoods ara reconded as “Aovance B;El"lﬁt Murabaha
fimance’. On culmination ol Murababa i@, sale of goods fo customers, Murabaha Rnancing & meconded o ihe
dafarred sale pnoa. Goods purchasad but remaining unsold at the statament of financial position date aa meconded
B insaniceies,

Dapraciation on all l:lﬂ-Elr-Elhl'lﬂ fixed assals = m&ngﬂ usng e ED"EIIJI'I'l lina methad in acoordants with the rates
spacilied in nole 122 1o these finencis stalemenis and afer taking into acoount residual value, iF any, The residus
waluas, usefid Ives and deprecation matheds s eviewed and adusted, f appropniate, af each balanca sheat
daie

ljarah

In ljgrah firancing, the Bank provides the asset on pre-agreed rantals for spechic tanors to the cuslomers, llarsh

EEsRts ane glaled &l cost eas depracialion and ans declossd 88 pan ol '|slamis Mnancing and relaled asaale’.
Dapraclstion on addibons & charged from ke month the assets ara avallable for se whie no depraclation ks

changed in the monih in which he asasls sre @sposed ol

Tha rental on ljamh under Islamic Financiad Accounting Stardard = 2 ljarah (IFAS 2) are mcorded &s ncomas
rewanue. The Bank cherges depraciation from 1ha date of recognition of ljareh of respactye assets o Mustalir

ljrah assets are deprecialed over he perod of ljasah using the straight ine method, Suplus on revaluation of and ard buildings s crediled io the suplus on mevaluation accounl. Revalusation is camed

ot with sufficient regqulanty to ansura el the camyng amount of assats oaes notl ditter matanally from e Tair
walpe. To the exienl of he incremenial dapreciafion charged an the mevaled assets, be ralaled surplus on

Impairmant of Yareh assels | determined in accordance with the Prudential Regulations issued by the SBP. Tha revaiuation of land and buildings (nef of deferred taxation)) is trarsfered directly o appropeiated profit

pravigion for impairman of §arah asaels i shawn a2 pan of 'lelamis inancing and relatsd asgals’.

Gairs | osses on sale of property and equipmenl are currenlly crediled ! charged 1o the profil and loss accounl,
aucapt the mlaied surpius on rvalsation of land and builldngs (nat of deforred taation) which s trensfomed directly
i unappropristed profit

The sipnificant ffarah contracts enbored nio by the Bank ame with espe 1o vahcles, plam and machinery and
equigment and are for panods renging from 1 to 7 years

Diminizhing Musharaka
E.5.3 Imtangible assats

In Dirinishing Musharaka baged financing, the Bank enlers into Musharaka based on Shirkal-ul-Mik for inancing
and agead sham of fived assats (exampla; howsa, land, plant. machinery or vehicle) weh s cusiomars and entars
Inta panod profil peyment agreamant for the uilzation of 1ha Bank's Musharaka sham by the Cusiomar

Intargibhs BE5eis are staled 8t cost Bss accumulaled Emoriization and accumulaied impearment losses, iF any,
Intargibes assats are amodized from the month whan thess assets are avallabla for wse, wsing e straight bne
maibed, whershy the cost of the intargible assels are amoticed over its sslimated useful Byas over which sconomic
benefits are expected fo Sow to tha Bank, The usefd lives are reviewed and adjusied, if epproprate, at each

Running Musharaka bafance sheed dala.

In Running Musharaka basad financing, the Bank entars imo financing with the cusiomar based on Shirkat-ul-Agd or
Bausiress Parnarship in e customars oparaling business whare e lunds can B withdrean or nafunded during
e Miusharaksh pericd

.54 [Impairment

The camying amounl of assels are reviewed al each balance sheel date for impaiment whenever avents of
changes in circumsiancos ndicate thal the carying amourts of the assets may not be mcoverabla, If such
ingication exsts and whare the carmang valua excaads Me aslimedsd racoverable amount, assets ane writlan down
o heir recosarable amounls. Recoveralls amount s the greater of nel selling price and valua in uss. The resulting
impairmaent loss is iakan to the profil and loss accownt excepl for imparment less on revaleed assets, which is
adustad againsi tha ralsied ravelustion surplus to tha extent that e impairment foss doas not excead the swplus
an revalualion of thal aasal
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In ksliara firancing, tha Bank places an ofder 1o purchass some specilic Qoods | comimodes Trom @8 cusiomearns [
ber delrvered 1o the Bank within an agreed time. The goods are then 2old and the amount financed is receied back
by tha Bank alongesth prof



Taxation
Current
Provision for cusrent faxation |8 Dased on ieeabls income ab the currenl rales of lexabon altar l&aking nta

consideralion available tax owdils and rebates The charge fof curent fax also nclusdes adjusiments whens
considened necessany, ralating o prior years which anse from assassments fremed | finaizad durng thae vear,

Defarred

Dederred tax = recopnised using tha bolance shoef liabiity method an all temporery diferences betwean tha
amaunts atiributed to assets and labdities for financial reponing purpesaes and amounts used for texabion purPOsES
The Bank recarts delered tax assels ! lisbiities using the tax redes, enscled of substantively enacted by tha
balence shest dale expecied (o be applicable & the bma of its reversal. Defermad @ asset = recognised only bo the
extent that it & probabla that fuhure tacabée profits will be available against which the asset can ba utilised, Deferred
tax sssels ane reduced bo the extent Met it s no lenger probabde that the related tee banafit wil be realised. Tha
Bank also recopnises deferred inx assel { Eabilily on deficil § surplus on revaluabion of securilies and deferred ax
liabiity on surplus on revaluabion of fxad assels which is adusted against the rmiated deficit / surplus in accordanca
wilh the requiraments of IMemational Accounting Siandard (1A5) 12 'Income Taxes

6.7

6.9

610

Staff refirernent banefits

Defired contribaution plan

The Bank operales & recognised conirbulony provident fund sohemes for all i#s permanent ernployees. Equal monkhly
coneibybons ame made bath by the Bank and iis permanant employass, o the Fund ai the rate of B 33% of the basic
galaries of amployaes, Howewar, an employes has an opbion 1o incraass hieMer contribubion uplo 12.5% but tha

Bank will siill condribute B.33% ol 1he emplayes’s basic satary. The Bank has no fuiher paymenl chigation once ihe
contribubons have bean paid. The contrbutions are recogresed as employes benafit expense whan they are due

Provislons and contingent assets and labilitles

Provisions ara racognized whaen the Bank has a legal or constructive obligation as & result of past avants and it Is
probabie that an outlow of resources will be reguined to sattis the cbiigation and & relabls estimate of the amount
can be made. Provisions are reviewed al each balance sheel dale and ae adusted o reflect ibe cument best
eslimatas

Contingong assets are nal recognised, and are also nof disclosed urtoss an inflow of economic bonofits is probablo
Contingent Hatilties ane disclosed unless tha probatily of an outfiow of respurces ambodying economic benelit s
rermole.

Funds due to [ rem fnancial institutions

Bail Muajjai

In Bel Muajjal, the Bank sells sukuk on credit o ather inancial insifufions. Tha credit price I egread al tha time of
salke and such proceeds ane recered o the end of the credii period,

Musharaka | Muedaraba § Wakala

In kusharaka { Mudaraba ! ‘Wakala, the Bank irvests in the Shanah complant business pooks of the firancial
institufions al the agreed profil and loss sharing ratio § fees

Musharaka with State Bank of Pakistan undar IERS
Lindmr IERS, tha Bank accapts funds from ihe SBP under Shirkal-wl-Aqd to constituie a poal for investimen! in expor

refinanca portfolie of the Bank undar the guidelines isswed by the SBP. The profit of the pool Is shared &s par tha
sgread profil shanng ralio babasen e panners

Deposils

Degosils ang genaratad on the bagis of wo mades Le. tard and Mudaraba.
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Depasils takan on Qand basis ans clagaified as ‘Curmer accounts’ and Deposils pereraled on Mudaraba basis are
dassified as “Savwnps deposits’ or ‘Fied deposits”. Mo profil or loss is passed o curment account deposiiors

Profits realized in ireestmant pools are distibutad in pre-agreed profit sharng ratie. Rabt-u-Meal share |8 distributed
among daposilors aceording to weighlages assigned al the Incaplion ol profil calculalion perod.

Profits are distribulod from the pool such thast the dopositors {remuneragien] only bear the nsk of assets in the pool
duming 1ha proft calcudation penod. In case of loss 0 a poal during e proht calculaion paned, the 0ss |15 disribulbes
among the deposilor [ramuneralive) scsardng o (hair ratio of Invesbmans.

&ssal poots may be craatad at the Bank's discretion and fha Bank may sdd, amand, and fransfar an assat 1o any
ather poal in the nlemssts of he daposit holdars,

Poaol Managamsant

The Bank cperalms ganeral and specfic pools for deposés and inter-bank funds accepted | acguired under
Mugaraba. Musharaks and Waksla mosdes,

Under the general deposits poal, the Bank accepls funds on Mudaraba bass from deposions [Rabbeul-Maal) where
the Bank acls as Manapar (Mudanb) and mvests the funds in the Sham'ah Complimnt modes of financings,
investments end placemanis. Whan ulilsing nvastng funds, ihs Bank priorfizes the furds racatved fram deposions
auver ke funds generaled from oen SoURces:

Specilic pools may be oparabed for lunds Bcquired | accepbed from the Stale Bank of Pakislan and ather barks for
lslamic Export Refinance 1o Bank's customers and liguidity managemean mespectiealy under the Musharaka |
bugaraba modes, The Bank also maintains an Equity Ponl which consists of Bank's equity and funds acceptad on
Qe [non-remineraiive current degaosit account) basss

The profil of each deposit pool s calouleted on &l the ramunenalive assets bookad by uliling tha funds from the
poal alter deduction of expanses directly ncumed in eaming he neome of suwch poal, IF any. The dirsctly retabad
oosts comprise of depeciaton on Garah assols, takaful promem, docemantabon charpes eto, Mo genemal or
adminitrative nature of expanse & charged o pool, Mo provision eganst any non-parfonmeing assat of the pool is
passed on o the pool excapt on he actual loss [ write-ofl of swch non-paroming assel. The profil of the pood s
shared bebasen equity and olther mambers of the pool on the basis of Musharaka af gross leeel (befors changing of
hudario fae) as par the imeesimant ratic of the aguity. The profit of 1he pool is shared among the mambers of the
podl on pre-gefined mechanism based on fe weighlages anmounced bedora (e profd cakulation period afles
charging of Mudari fea.

The deposés and funds sccepbed under e above menticned pools am provided to dieersified seclors and aeenues
of the economy / busness as mantioned In e notes and are also Invasted In Gowammant of Pakisian backed
Harah Subuks. Siaf financings e exclugivaly inanced from the equity poal

Tha nsk chamcierstic of asch poal manly depencds on fha assets and lisbiky profile of sach poaol
Revenue recognition

- Pralit on ivestments i SukUkS 9 recognisad on an aconisl bass. Where Sukuks [@aduding hose cdasaified
a5 hiedd for Irding) are purchasad &l a premium or discound, such premiums § discounts are amodised through
the profil or loss accound wsing the sffective vield method

- Pralit irom Be-Misa'§al is recognisad on an acorual Dests.

- Profit from Muabaha financing |5 accouried for on culmnation of the Mwabaha tansacton Profit on
Murabaha I8 remgnsaﬂ on BN accrual basis. Profil on Murabahs transactions for the pedod tom the date af
dishursement 1o 1he dale of culminafion of Merababha is recognised immediabaly on the lsier date.

Rental incoma from |jarah financing = recognised on an accrual besis. Dopraciation on Barah assat is charged
ta Income (nat of with rental incoma) ovar the panod of jarah wing the strelght line method

- Prafit on Dimenisheng Mushenakas s recegnised on an accrusl bests

- Prafit on Running Musharaka financng is booked on an accrual basis and s subjecl o adjustmaent (if any) upan
paciaration of prodil b:.l Musharakah parirsrs

MIB



Frofi an Is0sNa Ninancing I8 reci)nsan on an acCrusl Dasis.

Segment roporting

Commission Incoma i5 recegrized on @ ime popodonabe Basts,

A segment is a dislingusshable companent of the Bank thal is engaged in providing producis of sarvices (business
sagmant] ar in providing products or services within a parficular economic environmant {gecgraphical segmant )
which |8 subjecl to risks and rewards that are dfarant from ihese of olher segments. The Bank's grimary foemat of
raparing is based on businéss Segmenis.

Dividend income is recognised when the Bank's right to receive dividend is established

= Gan or lods on sale of investmeants is recognised in the prolf and loss sccount in the year in which § anisas.

Acceptancas Bursinoss segments

Acoeplances comprse of underskings by the Bank io pay bils of exchange drn an customa— s, The Bank axpecis
most accaptances o be setlled simutaneously wiEh the reimbursemant from the cusiomers, Accapiances &ra
accoured for as of-bafance sheal Irensactions and are disciosed ag conlingent Eabililles and corymibmants.

Corporate finance

Comorale finance includes undenvriimg, securftizalion, muesiment banking, syrdicalions, PO relaled sclivilies
(sxchiding invastmanis) and secondary prvate placamans

Fargign currencies
- Trading and sales

Transaclions and balance

1 nclsdes B Ly, rl.'lrlEiE!"I I‘.'.I!'El'.ﬂl'ljl':'&. commadities, own securlies, placamants and des 1o 7 Trom Baancial
inestiluiions,

Trengactons In oresqn curranckls (othar ihan e resufs of operetons of fonein oparetions) shall be ransiated (o
Rupess al the loreign exchange rales ruling on ibe ransaction dsfe Morelary assels snd lisbilties in [oreign
curmancias shall be axprassad in Fupee ioems ak the rates of axchange prevvailing at tha balance sheet data ard tha
cumancy Nuchuaton shell be reflaciad In the exchamnge ranslalion reserss i equity. Fomalgn blls purchesed and
farsard loreign exchange conbracls othar than thase relaling 1o fareign cumancy deposds shal be valued al he
rates applicabie o their respective maturities

- Retail banking

1 Includas ralal Bnancings and daposis. bankng sendcas, privale lirancings and deposits, banking sarvices
and retail offered to its retail cuslomers and srall and medium enterprisas.

G.14.2 Commitmenls Commercial banking

1 Includes praject firance axpor finance, rada finance ljargh, guaramesas gnig biks of exchange relating o s
corporala cuslaimacg

Cormmitments for l:'..||.$-1ﬂi"llﬁl'||;' farvward Boreagn B.IZ'I'.:REI'FEE conmracts are discleeed in these fnencia! slataments &l
commibled amounts. Canlingent Eabililies | commilments for lellers of cradl and letiers of guaraniee denaominaled
fareign currencies are axpressed in Aupas tarms &l tha raies of sochange pravaiing af the date of the statement of

financiel posiion. Geographical segmants

6.15 Assels acquired in satisfaction of claima The Bank oparatas anly n Palesian

Mota 2017 2018
The Bank occasonally acquires asssls in sellilement of certain irancings, Thasa ane staled & lowear ol the camying Rupess in thousands

vakie or currenl fair valees ol Such assals T CASH AND BALANCES WITH TREASURY BANKS

616 Financial Instruments In hand
- |pzal currancy HAE 035 L)
6.16.1 Financial assets and financial Habdlities - fafeign currencies 208,305 64,502
1,084 344 BA0BTS !
Financial instrumants carnad on the siatemant of firancial peaiion includes cash and halencas with traasury banks, ‘With ther Siate Bank of Pakistan (S8P} in
balances with other hanks, dus Trom inancial instiluions, nvesimeants, [slamic ingncings and relabed asssls. olker - |oezal currency CUmant accournl T 1.767.494 BB 301
assnts (pociuding bafances mmilated o tax), bils payables. due o financial institutions. depasits and other liabiites - farsign currency current accout ar4az3 12,126
(sxciuming balances related fo tax) - fareign currency deposit accounts
cash resmnea accoun! Tk 41,186 13,702
6.16.3 CHfsatting gpacial cash ez accounl | 48 A58 16422
S0 5 A0 124
Financial as=atz and financial kabdites are off st and the net amound = reporied in the finencisd siataments whan ‘With Mabonal Bark of Pakesian in
Ihere is & |BFE|||}' afilarcaabie I"Qr'-‘! o sed o and he Bank inlends sther o sa8llls on a mal bass, of B reslize ha - |zzel currgncy currant scooun A0 w5l 267 ATE
mssets and solte e abililies, smulaneously, 3,380 163 7500
617 Dividend distribution and appropriation 71 The local cusTency cumant account = maintainad with the SBP sz per the requirerments of Section 36 of the Siale
Bank of Pakistan Acl, 1855, This section reguires banking companies o mainlan & |ocal cumrancy cash resare in
Dividend declared snd olber appropriabions (olher than sgpraprialions reguined by law) approved subsaguent bo the tha curmemd account opened with the SEP at a sum not less than such peroentage of its ime and damand Eabililies in
balance sheet daie arm considered as non-pdjusting avanis and are nol o be recoded in the Snandal statements Pekislan as may be prescrbed by the SBP

Howaver, a saparale dischosura of the fact shauld be madae n the financial ststemeants
T.2  As par BSD Circular Moo 15 dated June 21, 2008, cash resarve of 5% is required to ba maintainad with the SBP an
618  Eamings | (loss) par share depoaiis held under tha Mew Fomalgn Cumency Accounts Schame [FE-Z5 deposfis). This account i ron-
ramuneralive in natuna.
Tha Bank presents basic and dikited sarmings par share (EPS]. Basic EPS is calculatad by dividing the profit ar Inss
gtiribuieble io ordnery shemholdars of the Bank by the welghted avarage number of ordingry sharas outstanding 7.3 Spacial cash maserss of 6% |8 required 1o be mentained wih the SBP on FE-25 deposils &5 specidied in BSD
dhuring the vear. Cireular Ma. 15 daled June 21, 2008, This accounl = nor-remu nerative in nature.
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BALANCES WITH OTHER BANKS

in Paxistan
depasit accouni

Oheiwide Pakistan
= CUant sGeoum

0.60% o 5.64% par anmum)

Musharaka amangameanis

DUE FROM FINANCIAL INSTITUTIONS

a.1

Mot

8.1

2m7

2,161,145

542,106

Rugees in thousands

2016

2,516,682

434 436

o,

2, "l 5HE

2m7

1,400, 000

Rupees in thousands

81 This mpresenis aevinps scoouns caming profil at expacted retes ranging from 0.05% 0 5.75% per annum (2016

2016

B4 This represanis Musharaka afrangements with banks cam@ng profil 81 expecisd retes ranging from 5.80% 1o 5.85%

per annum [Decembar 31, 20196; k),

8,2 Parbculars of due from financial instiutions

In local curmency
In icrak]n cUumancsEas
1 INVESTMENTS - NET

10.1 Investments by types Mote

Availalde-for-gale sacurilbes
Shares in istad companies
Sulouk oeriificabes

Hald to maturity

Subuk cedifscaies
Invesimants af cost

Le=s: Provsaon for dimmudion
i hie vahie of Inveatimsants

Investmaonts (net of provision)

Delicil on resaluation of
irvessiments classdied a8

available-lfor-=ale securilies - pet 22.2 (595,022)

Total imrestmants at market value

ANNUAL REPORT 2017

2017

2016

Rupaes in thousands

1,400,000
1,400 000 -
217 2016
Heldby Given as Tatal Held by Glvan as Total
bank collateral bank coliateral
Rupeas in thousands
1,987 655 - 1. 981,675 1,096 B2 - 1, 0EG 529
6,784,580 B 764 560 3,526 808 3,626,600
G,746,235 - B. 746 235 4 523,338 - 4 5623338
1,035,000 1,035,000 1,150,000 - 1,150,000
B,781,235 9781235 5,773,338 E,773,338
B, 781,235 - B 7a1 235 B, 773,338 - 5,773,338
[59E022} (3853} {3,683}
g 185213 G188 213 5 THS E7E 5,789 675

2017 216
Rupess in thousands

0.2 Invesimens by asgmant

Fadaral Governmani Securitias
GF Qarah Sukuk

5630497 2,517, 4T

Fully paid up ardinary shanas
Ligted companias

1,881,675

Sukuk carificates
Busuk carlificalas

£, TE8,063 2,158 452

Investmants at cost 8,781,235 3,773,338

Limss; Provisacn for diminption in tha valis of inastmanis - -

Investmants (net of provisian) =] e 3, 0,238

Ciafick on revaluation of available for sale securdiies - ned [ 022 [, E52)

Total Imvestmants at market valun FRIFEE] 5 TEA.6TH

Irrsaslimants Includs cerain approved | govedrmenl secifilion which ans held by he Bank 15 comply with tha Shatulody
Liguidity Resarme requiremant detarmingd on tha basis of tha Bank's demand and lima lahillies as set oul undar sectian 2% al
Ihé Banking Coimpanias Ordinancs, 1962,
Particulars of Federal Govermment Securities - Unlisted, Secured

Facs vale ol Fs, 100,000 ssch unless olferaise saled.

2017 2016
Particutars Caltaberal Prafit rabe payment Carrying value

Fugess i (housands

GOF LIARAH SUKLE - 15 Gosmmment of & manths V
Hil 20718 19.050) cartificalss Pafiglan Sowanaign T-Bil mrus

Msturity dets: Juns 25, 2017 ELIATARERA £ Sami-anruially - 1,907 D47
GOF IJARAH SUMLK - 18 Government of i manths

11 4000 (V8 5500 cardlica e Fariglan Sowanaign T-Bill mirws

Matiaity dats. Decasbar 18, 2018 puaranien i, B ?mml-ann-.l:lll,' 1,145 15% Ll F
GOP IJARAH SUKUK - 17 Governmerd of

17570 (2 Ml canmifcaie Paijgtam Sovanakgn

Mahity data: Febnary 15, 2019 puaranten Foed Rale  Somi-annually 1817 738

GOF LJARAH SUKUK - 18 Goverrmend of

0,560 (F01E: S50 cerlficabas Prsishan Sowaragn

Maturity data: Marcn 29, 2019 puaranae Foied Rale  Semi-anrually GE5,171 54, B
GOF LLARAH SUKUK - 19 Govermment of

17000 (2045 M| corificoies Fakistan Sowaraign

Waburity dale: June 30, 2020 rinranbas Fed Rale  Semi-anrually 1. 704 261
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2017 Fa i

Carrying value
Rupees in thousands

Number of shares

Listad companios - Fully pald up crdinary shares of Rs.10 cach

T00,000 Abbal Laborataness Pakistan Limiled BS, 042 B 042

= 1,000,000 Al Shahaer Corporaton Limiad = 56,610
. 106,000  Atinck Rofnery Limiled . A7 106
1,025 000 - Creacen| Shas| & Alied Praduc 256,003 -
SO0 000 EO0,000  Dhawood Hercules Corporation LimBad TE Rz TB0%F
100 0D Engro Corparation Lieniled 28,720
3, 782.000 3,702,000 Engro Falins Limiled 280,401 280,401
- 1,752,000 Faujl Ferlimar Company Limibad - 224 B35
304,500 Ghandhara Missan Limibesd 05 T80

732,70
10, DR, DEHD

GlaxaSminkling Pakstan Limiled
K Elaciriz Limited
Kohiroor Taxlis Mils Limited

161,272 ¥
15,803 -
48,362

826,000

1,000,000 1,000,000 Kot Addu Powear Company Lirdad 86,504 BE 80+
1485 850 - Hational Refirany Limbod 94,081 .
- 4 850 Nests Pashislian Lirtad - 43,331
400,000 - Packegas Limead 308,108 -
1,480,000 Pak Electmon Limebad 136,403
1,500,000 1,000,000 Sui Martherts Gas Pipsines Limiled 21B27R 65,576
1,500, 500 2,000,500 Sul Souihem Gas Corpomton Limigad &0, 907 51870
1,601 578 1,088 039
1006 Particulars of Sukuk Certificates - Unlisted, Socured
Face yalus of By 1,000,000 sach unless offeraise sinled,
Prafit o117 X018
Particulars Collateral Profit rate paymant Carrying value
Rupees in thousands
WAPDA Il Sukuk Certificates
33 70D {2016 38, 700 cortfcabos CGhovammsank af B mornihs
Aaiury dabe: Oclober 14, 2021 Fakistan Sovereign KIBOR plus  Semi-annualy 115,063 144 42
Face wakes As. 25T (20146 3,072 Qusaranles 1%
Mesran Bank Limited E manihs
A5 (2016 4405 parificales KIBCR plus Serm-annualy
Mirturiy chate: Sepimmber 22, 2026 THER A, 0.7% 490,000 480,000
Fatirmes Fartiliper Compary Limitad E maanlhs
PS5, 000 {2018 75 0000 cadfiales Tanaible Asssts EIBDR pus Semi-aamnualy
Blaturiey chabe: Movembes 28, 2021 ¥ 1.1% S0 D0 A75.000
Facn wabos e, 4 000 (2016 5, 004)
H-Elactric Limitad 3 momihs
TI0.000 (06; 230, 0N eertTicala . EIBCR plus ety
Malutity daba: Juna 17, 2022 Tanglble Asests 1% 1,035,000 1,150,000
Fechn wakss R4, 4,500 (2018 5, 0HH)
Dubial islamic Bank Pakistan Lméted B maallis
129 (2018 Pl oot Mcates P KIBOR plus  Samk-pnnusaly
Maturty date; July 14, 2027 Tangible Assets 0.5% 128 600
AlBaraka Bank Pakistan Limibed B mcmihs
100 [2016: M| cetiicates KIBOR phes  Samil-anmualy
Maturhy dabe: August 22, 2024 Tanglble Assets 0.75% 100,000
2,168 063 FREEET
ANNUAL REPORT 2017 WE

10.7 Quality of available for sale securities

27T 2016
Market valse Credit Rating Market value Credit Rating
Sukuk certificates " bkt
GOP farah Sukuk - 15 ' . 10608, 143 Linraled
GOP Rarah Sukk - 16 1,148,084 Urratad B3, 475 Linraled
GO Farah Suluk - 17 1,821 260 Ureastad = ;
GOP Hargh Susuk - 18 BE3 074 Urwadad 57,126 [RETE- IS
GOP Rarsn Subok - 19 1,865,860 Urratad - -
WaPDa Il Sukuk Carificales 115,550 Ureatad 144,332 Linrated
Meszan Bank LimBad 512 168 A 510,335 LE
Bubal Islemike Bank Pakistan Limiied 131267 At - -
AlBaraka Bank Pakistan Limiad 100,000 A - -
Fatima Farizar Company Limdtad 08,250 Ah- AT5,000 AA-
T B

Crdinary shares - Byied B, 7o a1 3,658,411
Abbat Laboratares Pakistan Limited B5,761 Urvsted [ G5708 Linrated
A Shahaer Corporaton Limead - - 57 400 Linrated
Attoi Fafinary Limited - - 423 530 A, b
Crascenl Staal & Aled Products Limited 130,453 A+ A2 : =
Dawgnd Hercules Corparatian Limaad H= 1 ] AA- TR+ T2 165 Al A=
Engm Corparatian Limied T ATE A AT+ x :
Eng Farid aer Limind JE6 i BT AT+ -1 1] ab | A=
Faujl Farlizar Company Limitad - - 187,031 a8 1 01+
Hhandbeara Missan Limehsd 45 1051 A -
GlakaSmshKlng Pakistan Limind 123 {1085 Urratad
K Eloctric Limited (5, 100 Al | AT+ .
Kohimoor Taxtie Mils Limbed T2 Td1 A+ A
Kot Addu Pawar Company Limitad B3 800 AAE TATs T4, B0 B | B+
Matianal Refinery Lmited B4, 568 | Ad+TAT=
Mesils Pakislan Limsted " 44 B2 Linraled
Packmges Limied 203,932 il AT
Pak Electron Limsted B& 860 A -
Sul Marthern Gas Pipaines Limilesd 141,815 A A 81,570 LSS
Sui Soulhem Gas Corporation Limsed A5, 780 A AT 72,718 A AT

1,352 262 1,06, 2ol

E 1&! a‘li; & E]g E"E

Hate a7 2018

" ISLAMIC FINANCING AND RELATED ASSETS - NET

In Pakiskan
- Nurabaha firancing
mvangary ekl under Murabsna
Advances agans! Muabaha
KMurabaha undar iamic Expot Refnance Schame
Advances agans! Murabtaha under islamic Export Refinance Schome
Diminishing Musharaka
Advarces aganst Diminishing Mus haraic
Rurming Mushamia financing
Rurming Musharsia finsncing under ksfamic Export Refnance Scheme
Met book value of ss=sts in |jarab under IFAS 2
#cvances aganst ljarah
#Advances agarns! slisna under |slamic Expanl Reflinance Schame
- Zaff firnce
|slamic firdancing and refyled assels - gross

Pravision agamel ran pedamming samic irancing and nelalad assels
|slamic Arsancing and redalad asseld - el of pravisaon

1.1 Murabibas sale price

Musaba s pirchase prica

VALUE YOUR FAITH

1112

11.2.1

1.3

i1.6

Rupess in thousands

5,078,311 2,719,939
4,513,090 4,987 206
421,318 BR4.0719
101,575 H7 12
- et LT
8,503, e 4 FE S
1,248, 22k 1, 2dd, Fid
4,000, 81 -
O, T :
1,484 260 1,240 887
138,248 42 508
100, 000
48, BED 374,004
ST ATE, 154 18,174,000
i1.218) (1274}
alAT2p3s _ 1Ei7er2
15,369,303 8,682,958
[14,830.577)  (6.493.835)
PR A B L B8

MIB




11.1.1 Daferred Murabaha income

Opening balance
Arising during e year
Recognised during the year

11.1.2 Murabaha receivabla

{paning balance
Sabay duting lhe year
Racaived during the year

1.2 Mat book wvahue of assets in ljarah under FFAS 2

11.2.1 Movemoent in net book value of ljarah asseis

Asgels under [jarah
Cipaning batance
Disburssd during e yas
Llisposals during fhe year
Closing balance

Accumulated dopreciation
Dpaning balance
Chargaed during the yaar
Adjusiment during (he year
Closing balance

Nal invesiment in Ijarah

11.2.2 ljarah rental receivable under IFAS 2

ljarah rentals receivabis

llarah rentals receryabis

11.3 Staff finance

Staff vehicle finance undar Diminishing Mushamaka
Slalf hausing fnance under Diminishing Musharaks

ANNUAL REPORT 2017
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L2016

Rupees in thousands

431815 a7, 685
438,726 189,133
(323,011} {182, B83)
155, 5 43,815

271595 1,562 BRE
15,388,303 6,682 858
{12.010.831) {55877}
JITE. 311 2,718,638

2211421 2,200 003
B4D TOR 427 305
(510,544 (435, 6054
2450 873 2,211,421
BET 524 785,82
450 125 456, T8
(450 235 {284 BTE)
56 413 G T R
1454 260 1,243 BS7
27
Later than
Mol later ane and
than one  bess than Orver flve
yaar five years YEars Tatal
Rupees in thousands
228,860 1,111,113 - 1,339 873
2016
Latar than
Mol later o and
than one  bess than Crver flve
yaar fiva years YEArs Total
Rupses in thouwsands
5449, 951 447, 265 - 1,087 216
2017 2016

Rupees in thausands

118628 49 222
560 235 524 T2
SRR A5 a74.004

2017 218
Rupsas in thousamnds

1.4 Particulars of lslamic financing and retafed assals - grogs

In local cumancy 31,474, 154 16,174,001
In fonaign curmancy - -
p R = S M |

Shor ferm {upko one year) 19,030,277 B80T 555
Lomg barmm [owar one yedr) 12 443 877 7,276,043

A1.474, 154 _Lﬁ."i“l,l;".”

Corparata financing 30408515 15,518,524
Conswmer [ SKME § Micro inancng A0E TTS FAOLTY
Staff financing 68, 860 374,004

31 474 154 16,174 001

Islarmic Gnancing and relaled asseis nclude Rs. 0.729 millon (2016: Rs. 1.029 millan) which have been placed under
non-parfarming staius s detailed balos

017

Classified kslamic financing
and related assels
Domestic Overseas  Tolal Domestic Overseas  Total  Domesiic  Overseas Total
Rupess in thousands

Category of
classification

Provision required Provwision held

DAEM - - - - : = = 5 r
Substandand s . = = g = . .

Dbl - - - - §
Loss s - i [ - Tea a8 - ras
729 729 729 728

2014

Clasaified kslamic financing

ﬁi:l:EE“ il Gl s Provision requirod Prowision held

Domestic Ovarseas  Total Domestic Overseas  Total  Domestic  Overseas Total

Rupess in thousands )
DAEM : - - . . - : : =
Substandand . . . a s
Dhowibéud . . - - - - - . -
LOsS 1,02 - 1,02 1,05 - 1,005 1,029 - 1,028
1,023 - 1,023 1,023 - 1,023 1,028 - 1,025

11.6 Particulars of provision against non-performing |siamic financing and related asasts

2017 2018
Specific Gensral  Total Specific Geisral Todal
Rupoes in thousands

Opening balanca 1.0239 245 1.2T4 1.128 B4 262 95,411
Charnge during the year - 246 245 - pL! el
Reavarsal during the yaar [300) - {30 {100} {E4,075) {94,175}
{300) 245 (53] {100) (54,037 {94,137}
Chasing batancs 724 490 1,219 1,039 245 1.274

11.6.1 Tha Bank has maintained general provision al an amaunt equal 1o 1% of the fully secured pedoming portfolio of
consumar, small anterprisa and micro financing as required by the Prudantial Regulabons ssued by the SBEP

WE VALUE YOUR FAITH MIB



Particulars of provision against slamic financing and related asseis with respect (o currencies

2017 26
Spacific  Genaral  Total  Specific  Genaral Total
Rupees in thousands

in local Gurmency rad A30 1.028
In foreign cumRnoy =

724 490 1,219

1.218 124

1020 1,374

1.8 Parliculars of Islamic financing and related assets to Directors, Executives and Officers.

11.8.1 Due Irern Direclons, Execulivas ar Odficers afl tha Bank or any ol them sther severaly or joinlly wilh say alber peraons:

Dirgcbors Exgcutives | Dfficara
2MT 016 2017 216
Rupess In thousands

Balance at iha beginning of the year 13,5935 22 304 340,063 20330
Batanca acquired under damargar schema - 107 968
Dishursaments during 1he pear - - 389,603 226, 988
Rapayments during the year __ iE3E)  (B.3sR) (84, 104) {25226
Batance al e and af the paar 13,103 13 B36 B55 757 60,068

11.8.2 Due fram companies or firms in which the Oireclors of the Bank are mterested as Directors, partners o in e case of
presata COmMpareas as mMambers;

2mr 16
Rupoes in thousands

Detanca at tha beginning of Me year 0, B 515401
Dishur=emenis during the pear 247,000 452,350
Rapayments during the year 1643 436) (311,185
Badanor at the end of the yaar 314 132 660,558

11.6.3 The Bank does not hawa any subsidiary companias, contmoliad firms and managed modamabas. Furthar, as a1 December
31, 2017 and Decembear 31, 2016, the Bank has no kslamic I1"'IE'|'|I:‘II'I-H and relaled assels belanca outsiendng wiEh any
alher refaled paries

Mole 2017 16
Rupeas In thousands

LF QPFERATING FIXED ASEETS

iCapital worki-in-progress 121 243 436 804,094
Property and eguipmand 12.2 1. 856 64T 1. 193 513
Intangible asaels 123 482 840 107 Gl

?IEEIQHG 2104 250

121  Capital work-in-progress

Afance Tor Complier solfwars 3108 26T 873
fdwance 1o supplars and congractors &, 112 292713
vl works 147 101 115,585
Chbars &5 115 i27 123

244,436 T4 054
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123  Property and squipmani

T

_Sout _Accunmiisted Daprocieton Book veive
B ot i — Al L] i Aejprmbrae] A ul A ol B
Janadiy 1, m:r-l.' u:ﬂ::‘:::: Decosminss  Jasaaey 1, . | w8 DscEwiber Decernbes I :“::d:
T T;'h" .l e M, 3T HAT llglp-ulh.\ vl i cn o, 3T T I:H‘l.ul'lh:l

Rupais i fhousaeds

Larid: Frochaid ELIRE L] 565

Bl Frisafse 1753 150 1 el HESTE TEMD - T.E:D 145 Ugio 50 as

| pmnatukd L iR = A5 10.ETT £ = o317 1661 Lple S yesr
P ASTETLL E 541

29500 17411

by 1H

Furnilip
P T L

Bladrial oo IR AEE
LOTPLEE! ST 183 BB
| M|

10% % 5N

1523 13,502 £
R E Hz

{1415
Tawd L7 Y4 BT T T i LR 2 T TEne
1,112 1,1z

217

Wahicies

201G
[="T] Ju::prnullild hprliub:rl Book walun

fim wi SgdEcmms | A oni LR Chargs i Azjznimeni Az ol A nl -
Sarzian srErg SRR
Sy 1, Tl T Dumidiai  Jarniany 1 el i Biting an  Dodadial  Deigermlei 3 P
JHE | LT M, BaiE it | SEpEIMIER | AN TR D H, 335 Fiale ; -
(L=

Fliipaas i B kit

Lid-Frisdand L ialin Ha

fiu rawp-Frisshis TR : HEATE 371048 i 5 B35 HEFE 3 1T Ut 50 pma
Legssatoid WL 0405 Lk war 10,320 0BT TODEG Lol yeens
rETTARTENE . &
Fumiiure 18,567 By o.M (L] IR AKE Fallo] s} =|
ars b 115}
Blazrral offics pnd 11334 AN M 213 H N AR TMEs 0% o I%
STl ijuipraad| (LR ] JEDE)
Vatoes 13 B 18,333 e i B 14 310 A
2433 {235
Tk Ee Iy 15841 PN R E T ERCT] 51,855 [ 1] Finlii1 B[ 25F]
JE/354| [FE L]

1221 Tho land ond bubdings of tha Bank ware rovaliod in Decamber 2006 by Independont salers (Trisar mlemoional Corsuliant (Privain) Lo
nfel Sietlar Enlniprciad, vehalion sl efgiwaiing cifadlinla] of P baiia of matkel vilie. Duiitng e pid, B fegrileed ofcs ol e Bank
wa copiinized aong with revolustion saples themon The informaton releing o ocaton of Al mvalied assess @ given in Annesare |, The
difais of SEEals which wirs rvalied ale a5 fobires

Rupaes in Sousands

ol rewalied amouni of land BB SGh
Torli twwabaed amausil of buldings 3125353

Had Pe lend and tuidings mot beer revafusd, e tolsl camping amounis of revaued proparies a3 al Decembar 39, 2017 woud have bsen as

Teiikcr

Fupmses in Fousands
Land 7121
Pasikings AT 485

WE VALUE YOUR FAITH P HB



Intangibile assots 2047 2016

2017
Gl Aecumulated Smolizakian Bk walua Rupess in thousands
. s o Az = Az at A= at DUE TO FINANCIAL INSTITUTIONS
Jmniuary 1, Bdlens Decambesr  Jansary 1, Charge Docember  Decombar Bmedtlzation

| Pakistan 79236 790
Cigsicda Pakistan - -
7926, 750 2. TS B50

AT 4, 2047 7 Z 7RS B50
Rupeas in thowossnds
131 088 &04 051 536,020 23,428 73 E55 53118 A&7 510
e ————— ]

=018

i, 2017 a1, 2017

Conmijiire safwars T i

17.1  Particulars of dus to financial institutions with
reapect la currancies

- L — u""“"““'"““’“"“““:: “": el I iocal curTercy 7,926,750 2,705 850
al -l a 14 14
January 1, Acdditans Decamber  Janewy 1,  Charge December  Decembar Amoetization I Toreign currancy W W
26 31,2016 s a1, 2016 a1, 20186 - : !
- : Datalts of dus te fnancial institutions - Securad § Unsecured
upsas | Phoesands

Compuiesr soffwars B3 BATF AT 181 £31,068 7. 728 15 EEE 23424 10T Edd T Phas Secured
Musharaka with tha Stats Barik of Pakiskan undar
Tha pross Camyng amount [oost) of fulty depraciaied assals et ama in use as al Decambear 37, 2017 e 85 1odlows: lslamic Exporl Refingnce Scheme 1721 1,007 200 385,650

Unsecurad
Muaharaka arangamsnls 17.2.2 6,918,550 2,400,000

Rupaas in IhouRands

Laasahold Improvemants G 7. 026 7] 2. TB5 650
Elezincal, office end complier agugments 2,853

Furnitura and Mxures 190 These Musharaka amangements am an 8 profit and loss sharinp bass mahwing bobwesn January 14, 2018 o Spril
Vahicles 1,261 18, 2018 (2016 March &, 2017 to Juma 36, 2017 and are secured sgainst demand promissory notes seeied n

tewaur of the SBF A limit of Rz 1500 millon has Dean afocated W the Bank Dy the SBF undar lslamic Expon
Rafirance Schams,

12.5 Details of disposal of operating fixed assets

Tha information refating o disposal of aperaling foed assets equired ta be disciosed as pard of the financiad staiements by
tha Siate Bank of Pakislan is gian in &nnexure || which farms an integral pan of thesa financial sialemants

2017 2016
Rupees in thausands

This mepresants Musharaka arrangamands with banks ceerying prafit ai expected rates ranging from 5 109% fo & B0%
peer anrmim [2006: 5.06% 1o 5 .30% par snnum) and having maturiy 18 March 27, 2008

MNale 207 AL

Rupeas in thousands

13 DEFERRED TAX ASSETS | [LIABILITY) - NET DEPOSITE AND OTHER ACCOUNTS

Deductible temporary differance

Weorkers Wallare Furnd 764 | T4 | Custamars
Unused tax losses 185 AR2 B, EAT Flzad deposils 4 547,153 1951.572
MEnimum tax 31,344 17 BAG Savings depasils 13,770,643 4,920,364
Daficit an revaluation of avallable for sale fvestmants - nal 208 258 1,287 :',I"m:rt;:m:ru i ¢ fﬁ:g } 1:;;
430167 25,526 argin depoalls i :
Taxable tompaorary difference Einancial S 27,211,704 12.085,7E3
Sumlus an revaluation of fived sscsels [26.273) (28,074 Remunarative deposiis AT T i
Accaleratad fax depraciaban 1714 4449) {39 GTE) il s g ' s "
L2 i) 541 El.-\'JEE Z 185,651
TAB ARG 140 5 | : 183,

A2 GH0 808 14,278 4.36

14  OTHER ASSETS - MET

18.1 Particulars of deposits
Proff § raluen accrisd in local curmency 430 &5 B2.57%

Advances, deposts, advance ranf and alber prepaymenis To 883 B BTT I+ OGS CUerancy 32'0'1:5 sy N III‘.S,T?::
Achance taxafion 50,528 71,487 In foraign clmances G5 TTE ..EEEI,I:H':,,I
Diredend recavabia 2003ME 9 480 A2 G500 808 14 279435
Rantal recaivabia 17,154 8,520 19 OTHER LIABILITIES
Recadvable against ATM transactions 90,705 21,725 Profit / relum payable in beal corency 1a.1 185,629 67 623
Unreazed gain on lonwerd sxchange condracls - net 2.188 - Profit | retum payabie in forsign curanoes 1741 P
Stationary and stamps 1.829 1,786 Arcrued experses 388,112 238 809
Citners 7.789 £33 Cusfered Murabaha moome undar Islames finanong and melaled assels 169,530 43 B15
LT AL Advance raceipt against islamic Enancing and related assats 13,511 13,374
= CONTINGENT ASEETS Ralenlion maney payable 12882 .
o, ; - P Charity collection sooount 19.2 B E13 10,580
Thars were no confingant essats of the Bank as al Decambsr 31, 2017 (2016: Mil) ik et e 54 51 078
18 BILLS PAYABLE Secunty depasits under ljarah Bnancing 333 845 a0,801
Brarch adjustmant scoourd nLeER -
Iri Pakisian 314290 [ rarirs '."ll'l'.'IIT'IfIHi"Ig lax, Fesderal Excie Duly and albar lax payaila B, 312 7,308
Oulsikle Pakislan . - Cithars 40274 27 147
314,210 447 TTE 1,208 179 fan 34y
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It mclhdes Rs. 5513 million (2018: Rs. 1.188 milion} in respect of profit ! return payable on Mushamaka with the S8P
urwiar |slamic Expeort Refinanca Schame

Hote 2T 2016
Rupees in thousands

Reconciliation of charity collection account

Opening balanco 10, 5RO 2 505
Additions durng Ihe yaar
- Racaived from customaers agains late payment 74086 6,002
- D¥vidend purification amaunt a2 4 608
- Frofit on chanty saving account 135 65
8,133 10675
Chanty pald duning 1ha year ! paried J: R (13,200 (2 BOD)
Cloging balanoe 5,513 10,580

Charity was paid to the following institutions:

18,22

20

0.1

202

20,3

21

Az behan Begumn Trust for the Bind 1,000 400
Care Foundation Pakistan 1,000 :
Chimat Anuman Istamia 1.000 =
Family Wetlara Sociely 1,000

Fasi — NLI Chiniot — Falsalabad Gampus 1,000 -
Fabmid Fourdalion 1,000

Infaq Memarial Trust 1,000 -
FA's Chureshi Mazir Educatan Truss 1,00 1,060
kind Orgarezation 1,000 400
Riming Sun Education & Waelfare Sociaty 1,000 A00
Sa0A Wallera Foundalion 1,000

Sindh Institute of Urniogy & Trarsplantation (SILT) 1,000 00
The Cilizéna Foumdation T0O

Pakistan Studani Loan Schema (Endowment fund) 500 -

13,200 & 800

Chanky was not pald o any staff of the Bank or fo any ndidual ¢ organisation incwhich a Direcior or bis spouse had
ary interest al any time during the yasr,

SHARE CAPITAL

Eysthorisad capital

2017 206 2mT 2016
Humber of shares Rupses in thousands
1,500,000 000 1,500,000 00] Ordinary shares of Rs. 100- aach 15,000,000 15,000,000
Issued, subscribad and pald up capital
7 2ME
Number of shares
1,000, 000,000 1,000,000,000 Ordinary shares of Rs. 100~ aach 20,000,000 10,000 000

Fully pald in cash

Tha Benk's shares are 100 percenl hald by MCE Bank Lenited (MCB} - the Parar Company and 8 nominas
Diraclons,

Note 2017 2016
Rupees in thousands

RESERVES

Statulnny rasanes 1.1 7% 4d4 26 444

ANNUAL REPORT 2017

=
1AL b=

L=

211

22

222

23

231

233

3.3

23.4

23.5

VALUE YOUR FAITH

Stetuiory reserda represents amount sat aside as per the mogulrements of saction 21 of the Banking Comgpanles
Ordirance, 1962

Hota 2m7 2018
Rupees in thousands

SURPLUS | (DEFICIT) ON REVALUATION OF ASSETS - NET OF TAX

Swrphkis ! (dalicith ansing on reveiuston (nal of 1ee) ol
Fooed amsets

- Availabie for zale gecuribles

2.1
2.2

185, 184 173,723
386, M54 2, 381)

5E|:=1|E:1:|'! 171,342
e ey,

Surplus | (deficit) on revaluation of fixed assets - not of tax

Surplus on revalsrion of fived assols as at January 1 189, 747 .
Feacognised during the year 12,840 199,797
Transfered to unappropriated prafit m respact of increamanial

deprecialion changed durirg Ma year - el of defarred tax =5 1] -
Helated dafarrad tax liabilky on incramaental

deprecialion changed during the year (G 3is)] :
Surplus an revaluation of fixed assals as at Decambar 31 211,437 199,797

Les=s: ralated defarred lax lisbikty on:
revaluaton as ab January 01

2,074 .
268,074

revaluation recognised dusing the year B54
incramantal dapraciation chargad during the year (455) E
28,273 26,074
105,164 IEENFE]
Surplus { (deficit) on revaluation of avaikable for sale
gacuritles - mal of fay
Available for safa sacuntas
- Lisbed ahanes 1629,083) [33,585)
= Sukuks 34,061 .:-'E.!“-I'I?
{B85,022) 13,683)
Ralatad dafarrad tax assel 13 208,258 1,282
{38, TE4 ] {2, 381]
CONTINGENCIES AND COMMITMENTS
Transaction-related contingent liabiliies
Guaran|ees Tavouring - bensfcaEry
- {Gowarmemant 1,535,209 1,004, 070
Olhers 34,320 159,568
2 288 520 1,163 B38
Trade-related contingant liabilitias
impoet Laltars of Cradit 5,587,572 2,039,247
Accapiances 134 TEA 38 508
5,722 337 2 078,752
Commitmants in respect of ferwand exchange conlracls
Purchasa 515,867 -
Sigla 340,072 .
Commitmants for the acqguisition of oparating flxed assals
Acguisition of fixed assels 45,089 128,650
Acguisilion al computer salleane 5,380 17,581
54 469 147,251

Commitments o extend credit

The Bank makes commilmenbis) o exiend credt in he normal course of business includng refaled parties bt
these baing resacabde commetmsanis do not attract any p-nnall-,.'n:lr axpanss £ the 'I'acl.-l_',' 5 Lnilatarally withdranen

MIB



FALE el 016
Rupsas |m Ihowusamnds

282  This mchudes payman made ko Easinats amountng o Bs 1,326 milion (2016; 1,785 million) in respect of Easiness
Gateway Connectivity Package for SWIFT connectivity.

2017 2014
Rupoes in thousands

PROFIT | RETURN EARNED

On Enancings 1o cusiomears 1,567 364 93 577

On invesimanis in

Auditor's remunaration

avaiable for sale securilies 262,004 111,442 Audil fea
- held b maluty securnies BD,517 201,835 Fo for inforim rovice EIE TED
_ _ ELTR T 213,317 Taxalion services and olher carilications 4,553 4,040
On depoeia wilth inanciel instibalions o7 844 213,887 Cafas tad on SRVICES 65 32
On inder bank Musharaks | Modaraba agresmands S, & 0x] 5237 Ciut-of-pocked expensas 550 500

2, 060 937 1,66 78

PROFIT { RETURN EXPENSED

2017 20186
On deposits and oiber accounis GRG0, 305 Rupees in thousands
On Musharaka with the SBF under IERS 14,022 9,860
On other short lerm fund - Mushanaka § Modaraba agreamants 311,264 172,131 OTHER WRITE OFF
1,005,671 &7A, 5d4
Fi GalN ON SALE OF SECURITIES - NET Blamp papars 1
Sharas | unils of open end mulual funds 264,730 134,582 This mpresenls obsolabe stamp papers, acquired under demerger scheme, written off durmg the yoor
Federal Gowemment Securifies - Sukuk cartificales (1,567} (1,222)
267 TEI 137 370 a4y 2018
Rupees in thousands
i OTHER INCOME
OTHER CHARGES
Rental income H,2.58 4,455
Lackar el 1,078 1,872 Penallies mposad by 1he Slale Bank of Pakisian
Fees ard charges mopwared 1,178 155 Loss on sala of fixed assets - net 20 -
10,463 10,952 Prowisian Tor Workers Welfare Fund -
FL] ADMIMISTRATIVE EXPENSES
. TAXATION
Salaries and slloeances 2B 965,925 635,438
Remunaraton o Shar'sh Board Mambars 768 6,460 For the year
Coniribution fo defirad contibution plan 231,978 12,830 - Curram 31,245 17 BRG
Mon-pxeculive Dimctors’ foes, alowances and other exponses Fai) 182 . Dafarsd [123,867) 11,331 J
Renl. rabes arsd tAxas 162,79 120,030 (B2.418] 28 190 ¥
Takaful axpanses 2033 4,940 Prior years
Liilities 42 268 27,661 - Currani 4488 4, B56
Lagal and prafassional chargas 21,604 12,604 (AT S50 34 D55
Communicalicn 282 AT S6R 45, 845 ——— E———
Repars and maintenance 57712 44,733 341 Relationship batweon tax charge and sccounting profit
Fen and subscrgtion 4027 2,231
Trawalling and convayanca 3,842 4,087 iLoss) [/ profit bafore taxation (350,927 113,973
Entmriainmani 16,424 9,535
Stationary and printing 16,964 14,623 Tax at tha applicable rate 5% 35%
Adversamant and pubiciby 15,334 10,654
Brokesage, commission, Bank and cleanng changpas 13,163 8,9 Tax on Incame [122.824) 30,891
Lutsauwrcad serdca ulilisalnn chargas. Ol G4 1 a4 553
Auditor's remuneration 28.3 8,218 752 Eftect ol
Deprecalicn 122 112,068 51,855
Amorisation of inmangible assais 123 £ Bah 15,555 - pesrnanent Gffemnces 17 (%2,921)
Sacunly senioas including cash handling changes 71,138 4#,020
Trainng expansas 7468 6,154 . .
i S i pfiar year bax charge 4 488 4, BEG
1,845,118 1,187,266 athers 30,365 22,50
281  This ncludes Re. 6.662 milion (2016 Rs. 2936 millon) in mapect of Conlribulion o Ernployses’ Oid Age Benalil Tax charge for the year TR 34,095

Institulice
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2017 2018
Rupees in thousands

EF BASIC AND DILUTED {LOSS) / EARNINGS PER SHARE - PRE TAX L RTEN L (Ri Y R s

{Lo=s) f profitl before tacation [A50,92F) 113,873 President | Chief Diracioms B it
Exacutive Drificer
2017 2018 27T 20186 2T 2016

Mumbar of shares

Rupeoos in thowsands

Waighted awarage number of ordinary shams 1000 000, 000 1000000000

Fags - - T4 100 - -

R
- MManagaral rermunaraton
ard Bonus {incuding delemad) 37481 35,055 3 = 301,851 204,330

Confribufaon to dafined
coniribulion plan 1,574 1,11 15401 8,501

8511
18891
Medical 4 85
Convayancs - - - - 40271 45,904

Basic | diluted (loss) [ carnings por sham = pra B [351) 0114

FLh i) 2018
Rupaes in thousands

i BASIC AND DILUTED (LOSS) | EARMINGS PER SHARE - AFTER TAX Rent and house mainfenanceo

Utililie=

(Loes) § profl afler Exatan (262 987) ey

Mumber of shares

Weighted average number of ondinany shares 1,000,000,000  1,000.000,000 EHhars B A0
Rupans o655
Blasic | diluted (loss) | sarnngs par share - after lax (ih263] 0.040 Mumber of parsons 1 i 7 B 3G 171
2T 2016

The Bank has no Executesa Diracior othar than Prasidant | Cheal Execulvee Officar. Tha Frasidant | Chiel Exaculive Oificer
has basn provided will lree use of Bank rm@inkaingd car

Rupses in thousands
a4 CASH AND CASH EQUIVALEMTS

FAIR VALUE OF FINANCLAL INSTRUMENTS

Cash and balances with reasury banks ) 3,380,753 1,509,804
PR ? ééﬁﬁg:: f;i;ﬁ% The fair valua of traded investmanis is based on quoted market prices, sxcept for tradable securities classified by the Bank
e : Rt a8 Neld o matarity’. Fair vaelue of unquobted aquily invesimenls is determined on the basks of break up value of thesa
imdesimenls as per lhe alesl avalable sudited Bnancial slalements
2017 16
Humbar Fair value ol Islamic fnancing & refaled assels, other assals, other Eabililies and fixed berm deposits cannoct be calculaied
35 STAFF STRENGTH with sufficier refdability des o absenca of cement and aclive markat for such assets and labiliies and reliabie data regarding
martat ratas 1or simdar instruments. The provision for impairmeant of lelemic financing snd relaied assals has besn cakculated
Fermanand i L in asoordance with the Bank's accounling policy as in stabed 642,
Temparary [ on ceniraciial basis 19 12 )
Benk's own stalf strengih a8 the and of tha vaar TES 601 The repricing profile wilh sfective rales and maturily are stated in noles 433 and 43,41 respaciively.
Distsourced 351 155 (1]
Tatal atall afrangth [-T=] go0 In the opindon of the menegemsant, the fair valus of e rameining financal assats and Rabilities are not significantly dffaremnt
fram hair camying vaiues snce aseals and lishifes s ailber sharl-lerrm in ralure o in e caee al customer lirancing and
351 This excludes outsoursed securdy guands and fea services stalf, deposits ane frequantly no-priced
36 CREDIT RATING 3.1 The Bank measures lar values wsng ihe folowing fair value erarchy that refllects the eignificance of bie inputs used in

making the measwremenis
Pakixian Creadit Rafing Agency (PACRA) has maintained ihe Bank's medium o long-ferm raling as "A" and the hor-

term rating s 'A-1" with stabla outlook,
a7 DEFIMED CONTRIBUTION PLAN

The Bank cperales 8n approved comributory prowident fund for 586 (2016 300) whers parmaneat Bﬂ'll}l':l:."aaﬂ Lewal 2° Falr walug measunsmants UEINg iriputs othar thian guoted prices included within Lesal 1 thal Bre chisenvabla far 1ha
assels or liabiity, edher direclly (ie &8 pricas) of ndireclly {i.6. derived from prices)

Lawal 1; Fair velue massuremants using quoted prices (unedjusted] In sctive markets for idenlica! assets o labilties

adminisiered by the Board of Trustees for &l of &5 permanenl emplopess. Equal monlhly conlribulions are made
boih by the Bank and its permanent omployees b tha Fund at the rate of B.33% of the basic salanes of employecs

Howewer, an employes has an opton b increasa his ( her contribation upto 12.5% but the Bank wil st contribube Lawal 3; Fair valuer measuramonts using input for the assel or lisbilgy thai are noi basad on chesereable markat data (e
8.33% of he employes's basic salary, unab=arialie inputsa)

iy 2016

Rupses in thousands The lable below analysas the Bnancial and non-Snancial essets cared o fair values, by valuabon methods. For inancial

assms, e Bank essentaly carmies 5 invastmants in debt and eguily secuntias at fair values. Valuation of investmanss is
Contrbution made h}' b Bank - 12,630 carmad out a5 per guidelines spaciffed by tha BB In cesa of non-financlal Beaels, the Bark has adopled revaluation maodel
Conirutlen made by 1he employeas 25,551 13,525 (% par LAS 18] in respect of [and and Buikding.
i el 15
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2017
Fair Value
Level 1 Lewal 2 Leved 3 Todal

40 SEGMENT DETAILS WITH RESPFECT TO BUSINESS ACTIVITIES

The sagman] anahyss wilh respact 0 busness aclivily = as Tolows;

Rupess in thousands 2047
On-balance shast financlal instrumants Ciorporate Trading & Ruatail Commarcial Taotal
Financial assats measured at fair value firamnce Bales Eanking anking

Rupees in thowsands

Avallable for sale securities

Liafes nbioniioa Tt Aae | | e T ; Mol Total income = ETERGE 570 |[ 157EaAiZ || ZAEa@ar
Sukuk carlificates 2 LS T30 5 : 6,138, Total expanses : {a04, 181 T, mn||  oresse)| (2850864
1,352 592 6,796 621 - 8,151,213 (Rome L o 3 d x ¥ BT 930
Non - Financial Assets measured at fair vabus Ml oo ; ) (28 408 RO 277 458788 263 657
Operaling fxed asxets (land and buldings) - - 1,005,258 1,005,258 O e 3 i ]r
e e gt i e Segrment assets - grass 14207587 || 4718810 || 32485705 || 5131002
Forekgn exchange contracts purchage - 545 263 : 545,363 T - i v ; i
Frormign exchange contracts sale - 35T 373 : 357,373 Daferrad tax assat - not ¥ - 5 284, 465
il Teodal asaeis - 14,227 58T 4,716,610 32485, THS 51,771,965
Falr Valus Begment non paroeming assats - - - r2u [
Laval 1 Laval 2 Lawel 3 Total . . .
Rupees In thousands Segment provision requred and hed - - - 9 ot
COrichelinon shest rimcial instuments Segrment Eabilifies roza0as || 3ssoeses || veazasd || 42,19 087
Financial assets measured at fair value Defarred tas liablity - nat - ] : 2 3
Available for sale securitins Tokal liahiktios . 702,035 33 508 508 1802 364 42 139 9R7
Lrdingny sharas - ksied 1063 264 . - 1,53, 264 ) ) ;
Saikuik cnrlificaies 3 3,556,411 3,566,411 Segrment felum an :E:l:".f %] . 7. 455% 1.35% EEIEE": ﬂ.ij'.?‘!-.-.
IR 3 BEE AT : 1510518 Segment cost of funds (%) - 5.48% 3.15% 215% 3.60%

Non - Financial Assets maasured at fair vales
Operating foed g=seds (land and buldings) - - 211,754 11,7548

Off-balance sheat financial Instrumants
Foreign exchange contracks purchase
Foreign exchangs conbracls sake - - - -

2018

Corporate Trading & Rutail Commarcial Todtal
financs EE 1] hll'l-'klﬂﬂ: Nl‘llll‘ln

Aupess in thowsands

The velusBan lechnlgues used fof above ASSELE afe Sanme &8 disclosed @ nole 6.3 & 6.5 of Mese Nnancial Total income . 46 ke 32,400 1006 B4 7 1, S
slalements Total axparses {62 1,905) (B30,583) (519,501} (1,671,969)
Taxation - - = = (34, 056]]
The Bank's polcy s to recogress transfers Inte and out of the different fair value hiarerchy levaels at the date the hal mcame . 124,780 (498,163 487348 79,917
Eﬁ:e;lgﬂ:;_;l":::ﬂu in Eircurnatances hal causad [he ranslar cocufred. Thapa warg o lransiens balwean levels 1 and 2 Sagrant sssels - pross : 9,275,808 o 043,276 17478225 o8, 458,309
Advance taxedion - nat - - - - 1467
{aj  Financial instruments i lewal 4 Dafarred b assat - nal . . . i
Financsal instrumenis incuded in leved 1 comprige ol invesimenls in listed ordinary shares Total ae561s - Qross ¥ 9375 808 2 043276 17470235 28,564,776 i
(]  Financial instrumesnts in level 2 Segment non parfoeming assals - - - 1020 1,024
Financial instruments includad in leved 2 comprisa of Sukuks end Forwarnd Exchangs Conbracts. gt proviikin feciiiet and ikl _ ' 028 1,029
(c)  Financisl instrumsnts in lsvel 3 Segment Eabilllies . 2,438,544 || 15017440 BOE.121 || 18,262,105
Currently, no financial mstrumant s classified in laved 3 Dafarrad tay lisbiity ; i = F 40 524
Tokal liabikes . 2,438 544 16,017 440 BO6, 121 18,302,539
Valuation tachniques and inputs used In datermination of falr values
Segrment relum on Eses (T - G.68% 2.3 BUB5% 6.43%
el N Segrment cost af funda () - 4,16% 3.34% 110% 3.54%
Fully paid-up ordinary shares Far walues of investmanis in lished equty securilies are valued on e
basis of closing quoled market prices available at the Pakistan Stock
Exchandge.
ljgrah Sukuics (GOF jaren Sukuks eng Feer waluas of GaoF |jarah Sukuks ard other ljareh Sukuks era darived 41 RELATED PARTY TRANSACTIONS
ofhar |jarah Sukuks) u=ing the PKISRY rales anmounced by the Financial Markeal Associalion
(FM&) through Reuters, These mabtes dencts an avermge of quotes Tha Hank has related party redabonship with (5 parent company,. associalas. comparsas wsh comman dmeclorship,
recalved from alkghl diffarent pre-dafined | epproved dealers | brokars. amployes benedil plans and its direciors and Key managermant parsonnel and el close family membars.
Foreign exchange conbracls The vauslion hes DEen delsrhired by inerpolating Bhe mid rabas
announced by ibe Slaie Bank of Pakisian, The Bank anters inlo iremsactions with related paries in the normad course of business,
Operaling fxed asseds (land and buiding) |Land and buidings are revaiied every three years using professianal
valuers an the panal of Pakistan Banker's Assaciation, The valuation is Conirinudions to staff retremand benefi plan are made in accordance with the terms of the contribulion plan,
bagad on ther assasamant of markal walua of tha properias, Ramuneration o tha executves | officers is determinad In accordance with tha tanms of fer appointmand,
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Primarly redatas b3 those who are no longer ralated paries or heve bocoma rdated partes of tha Bank as af
Drcember 31, 717

o Directars include tha Prasidand | Chiefl Exscuines Oficar.

= Key managpement persanne includes certain head of depanmenls who reporl direcsy o Pragidant © Chiel Execulive
Oifficer

This represants balances and Irensaclions of siaff ratiremant benof plan and refated paries othar tan those
saparataly menbonad

42 CAPITAL ASSESSMENT AND ADEQUACY

421 Scope of Applications

The Basedll| Framawork as miroduced by the Siate Bank of Pakistan (SBP) is applicable o the Bank on a standalone
hes=s @5 the Bank does not heve any subsidiary o sffiliate for the purposa of consolication. n this regards. tha SBP
hss ig5wed Geciosre requeamanis which has formed the basss for preparation of these noles. The SBF has specilied
a ransifonal pericd Bl 2018 for Rull implemenatan of Basel Al Sandasdized Approach is used for caloulaling e
Capital Adequacy Tor Cradit and Markel risk, whersas, Basic indicalor Approach (BIA) is used far Opamabional Risk
Capital Adoguacy purposes

Capital managament

Objectives and goals of managing capltal

The Bank manages its capital io aitain tha fallowing objeciives and goals:

an aporoprialely capitaized sialus, as defined by banking regulations;

BEquing srong credit ralings that anabla an aptimizad lunding mix Gno lqued ity sourcas &) lESEEr COsEs:

cover all fsls underying business activilies;

retaln fiewiblty 1o hameass uiing imvestment oppofunities: buld and axpard aven in sireEsed Bmeas,

Statutory minimum capital requirement and Capital Adequacy Ratio (CAR)

The State Bank of Pakistan through lis BPRD Crcular Moo 10 of 2014 dated Ociober 17, 2014 raguires islamic
Banking Subsidisry to ralse s pakd-up capsal {net of losses) uplo e 10 billion weehin & panod of 5 years fom the dala
ol commencameanl of ik oparalions. U‘LIH'II;I Ma bransseary pendd of Tive (S} vears, v labames hanhlng gubsidiary ahall

rmamiain the fallowing varmable CAR reguiremenl depending on the MCR level held: 1
s MCR Laval CAR Reguiremani
= Rs_ b billan 6%
2nd Rs T billian 15%h
Ard A5 8 billon 1%,
At Fa B hilkan 13%
5k Ris. 10 kellion s por CAR applicable utnoer Basaldl rules

The capital adeguacy relio of the Bark was sulzjec] o 1he Besel ||l capital adequacy guicalines slipulaled by the Stale
Bank of Pakislan through ils BPRD Greutar Mo, 06 of 2013 daled Awguest 15, 2013, Thess insiruclions ane affeclive
from Decamber 31, 32013 in & phased mannar wish full implameniation infended by December 37, 2018,

Phase-in arrangement and full implementation of the minimem capital requiremeants:

Ratia Year End Dacombar 31, As af Dec 31,
2013 | ae4 | 2015 [ 2016 | 2017 | 2018 019
1 [CET 500% | 550% | 6.00% | 600% | G.00% | 6.00% 8.00%
2 |ADT- 1h0% | 180% | 1.80% | t.80% | 1.m0% | 1.50% 1, 50%
3 |Tier B50% | 7.00% | 7.50% | Ts0% | 7.e0%n | TS0% 7.50%
4 |Total Capital 10,60% | 10.00% | 10000% | 10.00% | 10000 | 10.00% 10.00%
5 |ccB : | ozsw | oEsw | 1amEm | 180% 2 EO%
£ |Total Capital plus CCB 10.00% | 90.00% | 10.25% | 10.85% | 99.27E% | 11.80% 12.50%
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* Capaal Consarvatan Buffar [CCR) Lonslsting of TET T only

Urdar Basal 1l framework, Bank's sagulatory capsal is analysied inio two tlars

Tier 1 capital (poing conoarn capiial] which is sub divided infto:

Commen Eguity Tear 1 captal (CET 1), which includes fully paid up capiial (including the bonus shares), balance
in share premium accounl, general resersas, satufory raservas as par 1he financial stalements and
unapproprialed profits (net of logaes) afer all reguleiony afjusiments appiicable on CETY

Additonal Tier 1 Capilal (AT 1), which includes perpetual non-cumuialive preference shares and share premium
resulting from the issuance of preference shares balance in sharme premiom account after all egulatary
ad|ustmants applicabia an AT

Presanlly e Bank dogs nol hawe amy AT 1 capilad

The daduction ingm Tier 1 Captal InClusa mainly:

i Book value of goodwll | intangibas;

i Dafict on revaluabon of available for sale nvestiments:

iiiy Defned-banafit pension fund net assals

iv] Redprocal cross holdings n eguity capsal instruments of oiber banks, financal insfitutions and irsurance
Empan|ies,
W} Irvestmiant in mufual funds sbove & prescnbed cailing:

il Thrashald deduchons applicatle from 2014 on defarred tax assets and catain invasimants;

wil]  30% of invastmiants in majonty cwnad securlies or othar financial subsdiaries ot consoidatad in the siatemant
od inancial posabom

- Tier Z capital, which includes subordneded debt! instrusmants, share pramaum of isswance of subordneted debt!
instrumenis. gamaral pravigions againa! lnancing (up i 8 maximom ol 1.25 % of cradl sk weigivied assels)
Revalsation Resere aligible up o 45% for reatmeant as Supplementary Cagilal

The deductions frem Tier 3 nclude mainiy:

«  Reoprocal ooss holdngs in other capal instrumanis of cfher banks, fmanciad instindion and irsurance
COMmpanies;

- 30% of invasimaents In majonly owrsad securlies or ofher inancial subediaries mol consoidaiad v the siatemant
of inancial positon, during ransiion phasa.

The Bank is m complance with the required capial adequacy ralia including CCH (11.275% of the. nek-weighbed
asseis) through improvenent in the assed quality ot the esding volume level, ensunng betier recowory managemand
and caompasition af assat mix with o sk, Banking oparatons ama calegoreaed as eithar rading ook or barkong book
and nsk-welghtad assets are delerminad according o specifiad requiremands of the Stete Bank of Pakistan thed saek
b reflact |ha 'r'-ﬂl'!.'il'lg lewals of rigk altached o gsoets and oll-balance ahbael axposuras. The Lol I'IE-I".-'.'rEi!;ﬂt-HIJ
Expaseras comprise of e oredil ek, marksl risk and operalioral risk.

Basallll Framework anablas @ mane rsk-sensitive reguialony capilel calculalion bo promoée long lerm viabiity of the
Bark. As ithe Bank conducts busingss an a wide area nahwork basis, il = critical that it is able 1o cordinuously monitar
Me AXpOENG ACICES anira arganzalion ang ejgregata tha nsks 50 &5 B 188 an nlegrated vew, Maximaaton of the
redurm on risk-adjusbad captal ts the princlpal basks W b usad In determining how captal = abocated within the Bank
b pasticular oparalions oF aclivilies,

The Bank remained complian with all externally imposad caplial requiremeania throughout the yaar, Furthes, thena has
bean no material change n e Bank's management of cagilal durng ke yaar
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Capltal Adequacy Ratio

The capfial 1o risk weighted assais ralio, calculaied in accordance with the SEF guidalinas on capial adequacy

undee Basel Il treaiment & presented balkow:

Commaon Equity Tier 1 capital{CET1): nstrumants and rosorves
Fully Paid-usp Capital { Capiiad depositad with SB#

Balanca in Shama Pramium Scooum

Raserss for issue of Bonwes Shanas

Discount on k=sws of sharas

General [ Slaliory Resarses

Giain § |Losses ) on darvetives hald as Cash Flow Hedge
Unapprapriaied  unremiited profits /5 (lesses)

Mirarity Inbarasts ansing Trom CET1 capdtal instrumants
issued jo third parlies by consobdaded bank subsidiarios
jamaunt allcwed in CET1 capital of the consalidalion group)
CET 1 befors Regulatory Adjustments

Talal requialory adpistmants applied o CETT {Nale 42.3.1)
Comman Equity Tier 1

Additional Tier 1 (AT 1) Cagpital
Qumlifying Additional Tier-1 capilal mstumenis plues

any releted shess pramium

of which: Classified as aguity

of which: Classilied as lisbiRies

Aoditionsd Tear-1 capdal insinsmands issued fo third parties by
consalidaied subsidiaties (amaunt allowead in group AT 1)

of which: instrument issued by subskiaries subct 10 phase oul
AT1 before regulatory adjustments

Tatal requiatony adjusbmeant appled 1o AT1 capisl (Nole 42.3.2)
idditional Tear 1 capital afler reguisiory adusiments
Additional Tier 1 capital recogniped for capital sdequacy

Tier 1 Capital (CET1 + admissible AT1)

Tier 2 Capital

Qualitying Tier 2 capdal instrumants under Besel Il plus

ary related shara pramium

Thar 2 caglisl instruments sulbject o phase-oul arangemant issued
under pre=Basal 3 nules

Tiar 2 cagllal instrimenis Esued 1o Whind parties by consalidaled subsidianes
(amaunt allovwed in group bar 2)

of which: instruments issued by subsid@nes subject 10 phase oul
(General provisions or ganerad reservas for oen losses-up o mEemum
af 1:26% of Credit Risk Weighlod Assets

Fevaliaiion Resenmad (nel of lExes)

of which: Hevalualion resenves on fixed assals

of which: Unrealized gainsfiosses on AFS

Foraign Exchanga Translalion Raseras

UndisciasedtDiher Resares [ any)

T2 bafore regulatory adjustments

Talal regulaiony adustmeant appled 1o T2 capilal (Nols 42 3.3)

Thar £ capltal | T.2) attar requéatony adjustmants

Tier 2 capilal recognized for capital adeguacy

Portion of Additicnal Tear 1 capital recognized in Tier 2 capital
Tatal Tiar 2 capdal admissible for capital adagquacy

TOTAL CAPITAL (T1 + sdmissibie T2)

Total Risk Weightad Assats (RWA] {for detalts refer Note 42,6}

VALUE YOUR FAITH

217

Rupess In thousands

20148

10,000,000 || 10,000,000
26,444 26,444

{104 065) 88,087
G838 3T 10,0604 531
908,749 377 698
[EFECED 8,716,833

8,923,830

8,716,833

44

450
450

400

8,824,120

8,716,833

AT 483,95

24452 118

MIB




&0
21
42

21

a5
L

&8
&4

51

CETY i Bodal AWWA
Tier-1 capital to total RWA
Terlad eapital b tokal FWA

capilal consarvalion buller plus &y olher buller requrerment|
al which capilal conseryalian bulfer requiramant

of whidh coumsaryclical buffer requiremens

al which’ D-58 or G-3B bular requinsmssn]

CET1 availabic o moel bulffers (25 a peroeniage of risk weighted sssois)

Mationad minimum capital requirements prescribed by SEP
CETT minénwm rfls

Tiar 1 ménimum ratio
Torlad capital minimum ralia
Totad capital ménimum ratio plus CCB

Capital Ratios and bufMers (in perecendage of risk weighbed asasis)

Bank specéc buffer requirement {minimum CET1 requinement plus

2381%
LAY
FER A

6.00%

17 81%

E.00%

T.50%

10.00%
T2TE%

2047

T
A%
A%

G.0H%

33.78%

6.00%
T.80%
10.00%
10.65%

2018

Fupoos in thousands

Levarags Ratio
Tier 1 Capital A,933 B0 8715833
Tolal Exposurses 58,062 067 32 551 420
Lesvarags Rabn 15, 37T% = a3
20T B
Rupsss in thousands
Amaun s Arsnants
suwhjoct to ail Bo
Regulabory Adjustments and Additional Irfarmation Aumenent Frae !!m i Amount F‘I‘l-ﬁll il
treatmant traatment
42.3.1 Comman Exquily Tiar 1 capiial: Regulsiery sdjuslmans
1 Goodwall {net of relaled deferred fax liabiity]
2 Al aFwr inbang bhes | st of aay sseocabed dalarred D Eblity) &06.078 ke
1 Shortfall in provisions against classifiod assets . -
i Dwlared lax assets thod rely o fulunes profilabibty escluding thoss
arising from eemporary difarances [red of relabad ta latdity) 221,13
5§  Dwlned-beraft pansicn fund nol asseds
A Fadprocs eross holdings i CETT capilal salruments of
bariing, Ainancial and rsurance enlites
T Cash fow hedpe ressres
B Irssmsimant in cwm sharas) CET wesirumants =
4 Secuntizaton gan on sale
10 Capis ahortial of seguialsd subsicries -
11 Darficit on scoount of revaiuation fmm bank's hoidings -
ol fized msspisl AFS 201,800 2 3E
12 Irvmaimants in the capial insinemants al banking, fnancis
and insurance eniites Bl ane cufside the scope of reguiaiory
coraolidation, whars tha bank doss nol own mons an 10%
al tha s sharn caphal (amourd ahove 0% Seeshokd)
13  Significart invesiments in the cammen stocks of banking, fmancial
ardd inauranos anliies that are cutsice the soops o regulatony
consakdafion amourt aooees 10%: reshold)
14  Daslared Tax Sasels arisrg Inom lamporany ifles rences
{amourt abowe 10% heashald, not of relatoed 1ax Rabibyg
15  Amoorrd sceeding 15% Lhreshold
16 of which; sagrificant invstmenis in s comeman sicks
of hnancial anifes
17 ol which: delered Lix ssspls anseg Trom lemporany O flenences
18 Matonal spacic regulaony adjustmants appled o CET1 capital
189 Invesiments in TFCs of ctfer banks excessding
i precscribesd Rimil
20 Any o deduchon specfied by SAP |meerhon dotads)
21 Adjustmenl o CET dus o wduficisnl AT1 and Tier 2
I coyar dedudons - -
22 Totsd reguistory adjustments applied o CETY 00, T4 A77 BeE
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Fiuipsieics in Alsdissands

Fol]

Ragulatary Adjustimsents and Additional Infarmaticn Arsaunt

Amaouwnts
aubject o
Pri- Basal I
troakmant

Amounts
suibfesd 4o
Pra- Baial 11
breatmeenk

Amibung

4333 Adddional Tier-1 & Tier-1 Caplitsl; regulsiory adjusimends

23 Invastmant in mitual Tunds asosseding e prescribad limi
[SBP spodfic ad st

24 Irveaslmant 0 cwe BT capital inaliuamenls -

25 Fedprooal cross holdings in Additional Tier 1 capital
InsFumers of bankirg. Srendal and insurance entilies -

2 Irwmsimants in the capital ingtnamants af banking, financial arnd
inswance entilies Sal ore outside the soope of reguialory
conaoldialicn, whand ke Bank dops ol own e Lhas 105
of T issund sharo capital (amounl abovo 10% threshoid)

27 Signifcant investmenls i the capial instrumeants of banking,
Srsncial and insurance anfities el ane cutside thia scopa
of reguiatory consclidaton

20 Poiteon of deduclion applesd 50050 5 Tiar-1 and Teed-2 Gaptal
basiad o pro-Base (i realment which, during transitional
period, remarn subjecl o deduchon rom addilional ter-1 capital

23 Adjusimants 19 Additiong] Tear 1 duas w0 irgufckam Tiar 2 %
cover deductons

A Telsd fegisdalary adkisbmen] sppled B AT1 capial -

4333 Tier 2 Capltal: regulatory adjuestments

31 Porion of daduction applisd 50:50 10 Tier-1 and Tier-2 capal
besed on pre-Base |1 realment which, during transitianal
i, e mae dibect i deduclion Iram liai-2 capilss -

32 PRaedprocal cross holdings in Ther 2 instrumentts of banking
financal and Insurance erilies

33 Insmsimant in own Tier 3 capital instramant =

3 Irvesiments in the capital instroments af barking, financial ard
Iitaifandas ailiaa thal are ouleids The Sops ol mgulalory
corsolidation, whara tha hank doas nol cawn mona San 10% o
the issued share capisl (amount abrees 10% thrashald)

35 Signifcant invasimants in Tha capital ingtrumants issued by
tanking, financial ard insurance antites that are outsida
e At of regud 8oy conadkialion -

36 Totad regulatary adjustment applied fo T2 capital

A2 3.4 Risk Weighled Assats subject lo pre-Bassl 1l ireatmeni
T Fisk waighlod assals in respect of dedection Bams (which during tha
trarsiions! period will be risk weighted subject io Pre-Basel 1l Trastment)
| al which dalerned tax asaals
] al which: Defined-benefit persion furd nel asseés
il al which: Recogrized poion of Froalmec] n capilal of barking,
financial and Insuranca andtins wham holding s kess than 10%
afl the issmsd commaon share capital of the ety
#) ol which Recogriped pomon of Fesiment in caplial of barking
{inancial ard insurance emities whers hokding is more than
1055 ol Ui igsisd common aham cailal of e ety
Amounls balow Tha thneshalds for doduction (Defora risk wiasg hiing)
38 Man-signficant invesimenis n e capital of ofer inancial enifies
30 Signifcant invasimants in ™a common slock af inancial engliag
J Dwolered o assets arsing from lermoorary diferences {net of relaled ko kil ny)
Applcable capd an (e nchislen of prowisians in Tier 3
41 Prowisions edigitie for inciusion in Tiar 2 in reepao! of REDOEIRS
subject o siandardized approach (prior to applcalion of cap)
A7 Cagon indusion af proviskons in Tier 2 under standandized appraach
43 Provisions eliginie for inciusion in Tier 2 in respoot af oxposses
sibject 1o inlemd ralings-based appeoach [peiaf 1o spoicalian ol cap)
&4 Cap lor inclusion of provisions in Tiar 2 undar internal mtngs-based apprach

WE VALUE YOUR FAITH
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Rupees in thousands



dF 4 Capital Structure Retconciliation

Balance shast Undar
Balance sheal Und of the published regulatony -
a5 par ey finamcial scopo of
ublished Peuistany staternents  consolidation
P Btop 2
financial scope of °F
Step 1 siatemerits cansalidation fs af Decembar 31, 2017
Rupees in thousands
Az at December 31, 2007
Rupses in thousands Islarmic financng and ralated asses 21,472 935 39, 472 95

’.'“.h ghorttall in provigional axcags of lolal EL amount
Cash and balances with ireaaury banks 3,380,753 3,380,753 over aligibia provisions undar IRS : 2 I
Ealances with other banks 2,703,251 2. 103, 251 general provisions refiecied in Tisr 2 capital 400 400 3
D trom fSinancial instlulions 1,400,000 1,4400, 00
In.""ﬁ!mmﬁ -.r-nr 9.135.2?13 9,186,213 DOperating ived assalb 2522801 2822 903
I=tamic financing and redaled asseals - mal 31,472,835 31,472 B35 of which: Intangibles G601 | [ AE5.070 1 .
Cwparating fized assels 2 622 a9 2522 5 : :
TUTTIN Yo i 488,405 i Deterred tax assets 285,465 283 465
i T LRk 109,158 of which: DT As that rely on futum profitability
Tolal asseis 51,770,768 51,770,786

Liabilities and Equity

exnchding thoss arising from IBrgonany Slleences
of which: DT As arising from tamporary diffarences
exceeding regulstory threshold

224,131

221,131

Bils payabilo 314,210 314,210
D b Tinanscaal instlilutions 7,928,780 7.526,730 Oither assats 705 156 705,158
Depu:-si@ and ather accounts 32 650, B0 32,590,808 of which: Soodail = 5 i
Sub-ardinated leans - ; of which; Definad-oenafit pansian fund net assats . - i
Liabdities against aesets subg@ct (o inance leasa - - Tatsl aasats 51770766 51,770.760
Defered tax Eabililies - not
(hear labiithes 1,208,179 1,208,178
R ——= - Linbilsas and Equity
Total Rabilities 42 139 987 42 130,887 Hills payabis 314210 314 210
Due to financial mstitutions 7526, a0 7026750
Share capial 10,000,000 10,040,000 Deposits and olhar RocoURts 52 600,808 52, 60,808
Reserves 8, 444 26,444
Accumalatad loss {194,085) (194,065) Sub-ordinaied loans
inarily Itarest ol of which: aligible for Incluslon in AT - 1 m
Total Equity 9,832,314 B,B3L,.a78 of which; aligibla far inclusion in Tier 2 a s n
Deficit an revaluation of assats 1201, 600} {201,600 - "
_ = gainst assals subject o finance eese = =
Total Habilities and agquity 51,770,786 51,770,786 Delerrad L lisbiltias z
of which: DT Ls related to goodeil = - o .
Balsnes sheal Uineer of which: OTLs relsied o inlangble assaets . p i
of tha nuhﬂmﬂ r“ulm of which, DT Ls related o dedined panson fund met assels 5 T 1]
Raef s i - .
financial scopa of of which: other defermed tax liabiilies i r
S lakaviarits oo Aol cation Olher Rabililies 1,.208.178 1,208,179
B Total llabilitias 42 135 5a7 42,134, 987
Az 5t December 31, 2017
Rupoes in thousands Share cepital 10000000 i3, (R EHX)
Asgels of which: amount eigible for CET1 10000000 140,000, 00 5
Cash and balances with ireasury banks 3,380,753 3,390,753 of wihich: amodnt edginle for AT1 = £ !
Balamces wilh alkar barks 2,703,251 2,103,251 Rasarves 28444 26,444
Dua io financial institutions 1,400,000 1,400,000 of whiath: portion eigitle Tor inclusion In CETH 26,444 a4 | w
Inyesimeni=s 9 1BE,213 0,186,213 od which: partion sligible for inclusion in Tiar 2 =, | i
aof which: non-significant investmeants in the capisl Accumulaled loss [184.065] {184,0B5) w
instrumants of banking. financial and nsurance bdinorily Intaresi - -
anlilies exceading 10% thraahohd = S " of whath. portion efigile Tor mclusion in CET1 . K
of which: significant irvestimants m e capital of whech: portion eligible for inclusion in AT - - ¥
irsirurme s issued by banking, inancial and of which: portion efigile for mclusien in Tier 2 z
insFranca anlilies exceading requiatory thrashold - - b Surplus S {defclt) on resaluabon of astels (201 B0Hk) {201,60)
af which: Mulual Funds axceeding reguialony ihreshold . . o of which; revaluation resarves on fived assels . . i
of which: reciprocal crossholding of capéal af which: urrealized bag an AFS - s
insinamant (separale for CET1, ATY, T2} 2 . d In case of deficit on revaiuation (deductan from CET1) (201.800) {201 6001] ab
af which: athers . & Tolal liabiiities and Eguity 51.770.TRE 51,770,7TE4
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Step 3

Componant of
regulatany
capital
raparied by
bank

Source basod

on referance

nkirmiser from
alap 2

Comman Equity Tier 1 capital (CETA); Instruments and resarves
Fully Paid-up Cagital

Balance in ghama premium acoaunt

Reserve for isswee of bonus sharas

Ganaral | Siatubary Reserves

GainiLosses) on darivatieas hald as Cash Flow Hadgae
Unapprepraled profil

Minceity Ingeressls arising from GET1 capiial nstumants Esued
to Ehird parly by congalidaied bank subsidianas

{amount liowed in CET1 capiisd of 1he conscddaton group)
CET 1 befom Regulatory Adpustmenis

Camman Eﬂm’[]' Tier 1 ﬂipllﬂ! Regulatory adjusbmeants

Goodwill {riet of related defermad tax Babilily)

All othar imangblas (net of any associaled defamed tax kability)

Shorttall of provsans agamnst classified asseds

Daferred tax assats that raly on future profitability excleding those arising
fram bemparary differences (net of relafed tax liabiliy)

Liefmed-banafl panon furd net assets

Recprocal cross holdings in CET1 capital insinemands

Cash faw hedps rasens

Imeastmant in oan shams! CET1 instirumiants

Securilizalion gan on sale

Capitsf shortfall of requiated subsidianas

Deficll on account of revalualion from bank's boldings of Bxed assels’ AFS
Invesiments in fe capital instruments of banking, finandal and

Insurance entities thal are oulside the scope of mpulasony consolidalion
wherna thie bans ooes Nob own more hen 10% of @e igeued shera captal
(amount abava 10% threshold)

Significan investmanis in he capilal insbruments isswed by banking,
financial and nsurance antities that are cutside tha scope of reguatary
consalidation (emount abowve 10% threshold)

Diafarred Tax Assats arising from tamparary diffarences

(amouni abave 10% threshald, net of relaled tax Bability)

Amount axcaading 1549 thrashold

af which; significani investmenis in e common stocks of financial anties
al which: dederred tax assals arising from temparary diferences

Matonal specdic reguiatory adjusimants applied o CET1 capital

of which: Irméesiment in TFCa of ofher banks axceading he prescribed limil
of whiche Any athar deduction specfied by 58F

Requialory adjustment appled 10 CET1 due fo nsulficen AT1

and Tler 2 to cover daductions

Todal regulatory adjusiments applied o CET1

Commaon Equity Tier 1

Additional Tiar 1 (AT 1) Caplital

Cualilying Additional Tiar-1 instruments plus ary related share pramium
of which; Classifiad Bs equity

of which. Classified as Eabdilies

Admbaonal Tier-1 capltal instrumenis issuwsd by consobdeied subsidiaries
ard hed by third parties (mmaunt allowad in group AT 1)

al which: irslreemant issled by subsidiaries subject 1o phage out

AT bafore regulatory adjustmants

ANNUAL REPORT 2017

As &l December 31, 2017

Faupeas in thousands

10,000, 00

26,444

{184 065)

983233

485,014

15)
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Step 3

Component of  Sodwrce based

regulatory
capiial
reported by
biank

an reference

mismber fram

&lap £

Additienal Tler 1 Capital: regulatory adjustments
Invasimant in muiual funds exceeding the presoibed lims
1S8P specific ad|ustment)

Inwasimant in own AT1 captal insinemanis

Feciprocal crass haldings in Additanal Tier 1 capital insirumsants
Envastmants in 1ba capial instnamants of banking. financial

and msurance enlilies that are oulside the scopea ol regulatany
consakdetion, where the Dank does nol own more than 190% of the
mmund share capilal {amound above 10% threshold]

Signiticant mvestments in tha captal insirumeants ssued D:.' banking,
financsial and insurance entites thal are outside the scope of

reguialory consalidation

Portion of daducton applied 50:50 to core capiial and supplementary
capital based an pre-Basel 1l tragimen) which, during Iransiional peried,
ramaln suiyect [ deduclion trom Her-1 camtal

Regulatory adjusiments appied io Addiional Teer 1 due o
insutficiant Tier 2 ko covar daducians

Tatal of Reguiatary Adustrmart applied to AT1 capital
Sdditional Tear 1 capilal

Additional Tier 1 capital rmcognized for capital adequacy

Tier 1 Capital {CETY + admissibla AT1)

Tier & Capétal
Cumlifying Tier 2 capéal insirumends under Basel 1| ples any
refaled sharg prermium

Capital insiruments subject o phase oul erangement from

tigr 2 (Fre-Basel 1 ingtrumsmls)

Tier 2 capital mstrumants ssuad 1o thid party by consolidabed
siibsidiaries [amounl allowed in groug Ger 2)

of whicht Instruments issuad by subsidanes subject o phase oul
General Provisions or gener reserses Tor loan losses-up o
maximim of 1.25% of Credit Risk Weaightad Assats

Revaluation Reseras

of which: Favakialion reserves on fixed agssls

of which: Unrealemed Gains/Lossas an &FS

Foreign Exchangs Transhalion Resenes

Undisciosediiher Rasarves [f any)

T2 bafore regulstory adjustments

Tier 2 Capital: regulatony adjustmaonts

Portion of deduchon applled 5050 bo core capital and supplamentary
capitd based an pre-Basel Il tresiment which, during transitional
pericd, raman H-LIE]EII'.“l 1o daducthon Tngm tar-2 capilal

Recipmcal cross haldings in Tier 2 mstrumants

Fivaglriant i own Tier 2 capilal imslrumedil

Envastmants Intha capRal instnamanis of banking fimancial and
insurance anfilies that are oulsde the scope of requiaiony consalidafon,
whare s bank doas nol ownomore than 10% of the Esued

share cagital famount above 10% threskald)

SQHﬂiMl nvesiments in tha captal inslrumants aued I:l!,'

banking, financsal and insurance entibes that am oulside the

soope of requialory consalidalion

Amount of Regulatory Adustment sppked io T2 capital

WE VALUE YOUR FAITH

#s at Decermnbar 31, 2017
Rupees in thousands
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Step 3

Component of Source based
regulatory on reference
capdtal numbar fram

reported by stop 2
bank

Tier 2 capial {T2)

Tier 2 capital meognized for capiial adequacy

Excess Aodilional Tiar 1 capital recagnized in Ties 2 capiial
Totad Tear 2 capital edmissibla for capital adegquacy
TOTAL CAPITAL [T1 + adrmissible T2)

Main Features Template of Regulatory Caphal Instrumanis

As at December 31, 2017
Rupaes in thousands
450

8,924,120

lazaer MCH Islarmic Bank Limiled
Unigue idenliler (&.0. P3X Symbol} MCBIBL
Gavanming laes)h al 1he insiramen Ralayvan] Capital Marksl Lass
Requtalbary Ireatmeant

4 [Transitional Basel § ruies Common aguily Tier 1

5 |Posi-transifional Bassl 1] rubes Cammon aquily Tier 1

6 |Eligile al sofal group! prowp & soks Slandalonea

T |Insirsmeant pe Comman Shares

8 [Amounl recognised in regulatony capital {Curmancy in PER (hausands, as al 10,000,000
reporting daie)

8 |[Par value of insirement FER 10 par share

10 JAccounding classilication Shareholdef equity

11 |Criginal daie of issuance 215

12 |Perpalual ar daled Perpetual

13 | Ovignal rmalurfy dabe Mo maturily

14 |lesuer call subject (o pfiof supersisary appraval Mol applcabs

15 |Cwolional cal dale, confingen call dalas and redempbion amounl Ml apphcabis

18 [|Subsequen call dabas, ¥ apphcalis Ml applcalbs
Coupans | dividends

17 |Fixed of Nealing dividend! coupoen Mid applcabs

18 |couvpon rale and any refaled inded' benchmark il apphcabis

19 |Existence of a dividend slopper Mo

20 |[Fully discretianary, partially discrelionany or mandatory Fufly discretionary

21 |Existence of slep up or other incenive 1o redeam Mo

22 [Moncumulative ar cumulative it appicabis

23 | Convarlibls of non-converlibia Mid applcabs

24 Il converiible, canvarsion tiggear (&) il apphcabis

23|Il sonveriile, fully o panially Mol applicabie

28 Il convaniihe, convarsion rale Ml applcabls

Z7 |l sonverible, mandalary of oplional convensian Mol applica b

28 Il converible, specly ingtrument lype corvestibile nlo Ml applcabls

23|Il sonveriible, speclly issuer al nstrument it converts inlo Mol applicabis

3 [fWrile-down fealuns Mol applcabls

31 [ wrile-down, wrile-doen triggeer(s) Mol applicabiles

32 (M write-down, full or parlial Mol applcables

&3 wrile-down, pemmanand of (Bmporary Mol applica b

3N temporany wrile-doen, descripBon of wrille-up mechanism Ml applcabls

&3 |Pasilion in subardinalion hierarchy in liguidation {specily insirumeant lype Camman eguily ranks afier all
immadataly senior o nsumant credilors and depasitors

3 | Mon-coimglian] Fanslicned laalises Mo

37 |If yes, specily non-complan lestureas Mot applcabis
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Risk Waighied Assets

The risk weighled assets o capital ratio, calculsied in accordancs wilh (e Slate Bank of Pakisiam's guidelnes an

capital adeguacy was as folows:

Risk-waighted axposures

Credif risk

Farifabas subject 1o standardissd appraach

(Simpla Approach)

On-Balance sheat
Corporate portfolo
Banks | DiFla
Public secior onities

Sovenaigns | cash B cash equivalents
Loans securad against rasidantiad propesty

Retail

Fasl dus lnans
Cperating foed assets
Othes assats

Off-Balance sheet
bor-marked refated
htarkel refaled

Equity Exposurs Risk in tha Banking Book

Liskad
Linlishend

Totsl Credit Risk

Market Risk

Capital Reguirement for portfolios subject fo

Standardired Approach

Profil rade nsk

Equity position rigk

Foregn Exchange risk
Total Market Risk

Operational Risk

Capial Raguiremant for cperational neks

TOTAL

Capital Adequacy Ratios

CETA ba total RW A

Tiar-1 capilal 1o loisl RVWA
Togal capial ko tokal BWA,

Total capital plus CCB o iolal RyWA ™

2017

2016

Risk
weightod
assoeis

Cagpital

restguirement

vroighted
RIS

Risk

Capital
reduirement

Rupoes in thousands

73,774, BB2 2377468 16,557 263 1,666, 126 |
B34,654 3465 538, 7A3 58,078
Tad G16 2462 196,595 19,680
142, 502 19,285 113674 11,387
147,360 14,738 38,650 3,865

: : 514 51
2 138,475 211,808 {,724 062 172,186
560, 406 56,041 170,780 17,879
78,471,479 2.8a7,149 [RCEFET] 1,838 G
2881675 2B8. 158 1,675 661 147 BEG
2881575 264158 1,675,561 167, 556
37,250 064 3,125,907 20,074 795 Z.007 478
1,180,620 119,062 368 572 36,057
2,705,185 270,518 2 426 525 212 653 '
400,468 40,047 147 £AR 18,764
4,206,273 470627 Z.BA3,785 288,379
1,934, 526 163,463 1,494,135 149,444
A7 483,853 3748357 24452715 2445371
01T 2016

Raguikrad Actual Ragquirad Actual

o % T %
A.00% 21A1% .00% 10, 74%
7.504% 23.81% 7.50% 38, T4%

10,00% 21.81% 10.00% 90, 74%

11.275% 2181% 1065% 30, T4%

" Az SBF capital requirermant al 11.275% (2016: 10.65%) is caloulaled an averall bagis thenalone, capilal change lar
credil nisk is calculabed after excluding capstal requinements aganst market and operational nsk fram the olal capital

requiresd
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RISH MANAGEMENT

Risk is an inherant part of barking business aclivities, The ek managament framewark ard goesrnance struciuna al
WCEB lslamic Bank helps o ﬂ'ﬂgEﬂE‘ gnd cowntar any forgzaeabls fisk in B vanous lines of business. RiskK
awarenass forms an inbegral pad of sirabegic and operafional aclivites of risk management. Through B risk
manragament policy the Bank sets the best course of ackon o countar uncertainty by idertifying, pricrtizing,
mibigetng ard monitonng fsk Igsues, wilh tha posd of aphencing shemashaldars’ veiue. Bank's riek manajament
Elruciuns is baged on e fallowing fee guiding principles whilea conforming bo the prescribed Shari'ab guidelines:

= Cmbmizing riskimeriem in & controfled manne:
- Eslablishing clear responsibiity and accountabdity
- Establishing indepencant and proparly resouncad risk managamanl funchon
- Promotng open riek cullure
Adoping intermalicnal basl praclices in sk managemant

Eesping 0 oview dynamice ol imemal ard edlemal environment, the bank reguiany reviews and updates policy
manuais | fameworks and procedures 0 accordanoe with domestic egueatory envirenment and niemational
slEndards

Tha Bank execules its nsk stralegy and undertakes confrolled risk-taking activilies wigthin s risk managament
framewark, Tha Board of Direciors and Hs ralewant committea, |8, the Risk Manegemant & Porifoio Review
Cammities [RM & FRC), the senior managemant and its relevant commiiess, i.e. the Risk Managamenl Commitiea
{RMC), Assel Labdily Commities (ALCO), elc., are resparsble fo ersure formulalion ard implemendation of a
comprabansive Risk Managamant Framework, This framework is based on prudant rsk idantification, massureman,
managament and monilonng processes which are closely aligned with the actvities of the Bank. Tha fremewaork
combines core policies. procedures and process designs with broad oversighl and is supparied by an efficient
manitaring mechanism across the Bank o ensure that risks are kapd within an accaptahle laval

Thia Bark onsunas thal not only the redovant fsks are identified but ibair implicafions ame alse considernd and 1ha
basls provided for managing and measunng tha risks. Through nemal Gontrod units, tha Bank ansures thel effachve
conirols are in place o miigate aach of (he idenlified rsks,

independant from businass groups, Head of Risk Managament mepors functicnally to the Risk Managemant &
Fortioio Review Commilles (EM & FRC) amd EﬁT‘iI’II‘BlrEtﬁ'Eljl I the Pragigant, the RM & FRC convanas I'&!;I.Ilﬂ'
meedings to evakiale the Bank's sk and partfolio concenirafions. Tha Risk Maragement Group perfomms e
following crifical functions

= Crodit Risk Managermeng

- Credil Bavies

- Credit Risk Control

- Merkat Risk Manasgaeman

Ligusiclity Risk Managesmsan
= Opetalional Risk Managemenl
Crrdit Risk

Cradit isk arseas from ow dealings with individuals, corporale chants, fimancial inslilulions, sovereigns sic. The Bank
Is suposad 1o cradi risk through ils fnencing and ireasimant activities, It stams from the Bank's bath, on and off-
balance shesl activites. Credit risk makes up tha lergest par of ke Benk's exposuwne. Purposs of Credil Rigk
Manapement function & 1o idenlify, measune, manape, monitor snd mfigale credi sk, Crganizafional structune of
this funclion ensures pre and posi-acio managemant of crads risk. While, Credil Reviaw funchion providas pra-faci
avahiation of coumerpartias, the Credt Fisk Contrel (CRC) perorma post-lect evaluaton of finencing facililles and
reviews chenls’ perfarmance on an ongaing basis.
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The Bank has sdopted Siendardzed Approach bo meesure Credit riek regulatory capiled chargs n complance with
Basel-|ll reguirements. The approach maindy [akes nlo accaunt e assessment of exiemal eredil raling sgancas,
In line with SBP guidalnes on Intomal Credit Risk Rating Systoms. the Bank has developed rating systems and all
its corporate and commarclal financing customars ara ntarnally rated. The Bank Is In the process of continuously
impravirg e system and Bringing i infine with the Bass| ramework reguirements,

In order b manage the Ban's credil nsk, miowing policies and procedunss ane in place;

Endrviduals who (ke or manage risks clearly understand them in order (o project the Bark from avcidable risks:

The approvad of credil limids to counber parties ane subjct to pre-fact owview;

- Extmnsion n credit facity or matenal change o the credil feclity s 5ubject i cradit ravies;

- Approval and review process is raviewsd by RMEPRE and intamal suds;

Ag & pan of cracd assaasmant the Bank ueas an Intarnal rating framework as wel a8 1he refings assigrad by 1he
elernal credil raling agpences, whenever available

Qngoing administration of the cradit porfolic is an essantial part of {ha credit process that supports and controls
axtanson and manlenance of credil. The Bank's Credit Riak Conltrol, baing an ndependant funclion from the
bBusiness and aoparafions groug, & responsible foc performing the following acivilies

Credit disbursemant authonzation;

Cokataral covarage ard manitaring,

Compliance of loan covenants! terms ol approval,

Mamiananoe cuslody ol colloeral and securily documentation

Credit Risk Monitoring s based on a comprebensive mpoding framework. Confinuous meniioring of the credit
portiolo and the rsks abached thereio ara carmiad out at differant levels includng businessas, Audit & Rk Assals
Review, Credil Risk Conlrol, Credil Risk Managemeant Division, sle

To enswme & prudant distribution of esset porifclio, e Bank managas A5 lending and myvesiment aciivitias within an
appropriabe fmils framewark, Par party exposure Bmil is mainteined in accardance with SBP Prudenlial Regutation
R-1.

The Benk crealas BFEI:"TE‘-' pravigicn Hgﬁr'lﬁl Mod- FEl'rn'.'rl'[“'liﬂg HI’IE.I"II'.'"'I,JH [MPFa} in accordance with the Prudenlisl
Regulstions and olher direclives issued by the State Bank of Pakislan (SBP) and charged o the profit and loss
account. Provisions am hedd against identified as well as wnidantified losses, Provisions againsi unidentified lossas
include QE""IEfal OPOVESION agalr-iﬂ consumar loans made n accordance wilh the raguirements of the Prudenlis
Regulslions isswed by SBP and proviion based on histoncal loss experience an adeances, Pleass refer nale Na.
11,6 for mconcdiation of changes in specific and genemal provisions

Management of Mon Perfarming Financing
Man performng fnancings wil be handled by Speciad Assel Managamen! Departmeant. 0 will be responsible for

mesinisluning § reschedulng of problem firancings, s well 2= liligation of both civil and cominal cases for collection
of dabt

Stress Testing

Credit Risk stross fesfing is a reguiar sacercise. Bani’s all credit axposures ncluding funded and nonsfundoed
imciities are subject to stress test. This exercise s conducted on a guanerly basis thmugh assigning shocks o 8l
agaals of the Bank and assessing ils resulting aflecl on capilal adequacy nline wilh S8F reguinemenhs.

43.1.1 Segmental information

Segqmental informaton |8 presentad In respecl of the cass of Desness and gaographical distnbubon of |slamic
financing and related assels (grosa), deposils, confingancies and commilments.
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43.1,1.3 Detalls of non=performing Islamic fimancing and related assets and specific provisions by class of

2047 2016
Classified Spacific Classified Specific
Istarmic proviskon held Islamic provisian
financing and fimancing and held
related assets redated assats

T

ﬁ:_u.p-n" In thousands

i

1,08

2017

1,0

#43.1.1.4 Detalls of non-pedforming Islamic financing and related assets and specific provisions by secior

Clagaified
Isdamic
financing and
related assets

Specific
proviskon hisld

2016
Classified Specific
Islamis provision
financing and hald
redated assats

[ifs)

Rupees in thousands

728

1,025

1,039

[+
-

723
———

1,028

1,029
_—

Gaographical sagmant analysis

2017
Loss befora Total assets Mot assels  Contingenclas
taxation employed employed and
ComHbmenls
Rupees in thousands
!35-5-.92]1 51,770,786 9 530,779 T.901 256

Fa il
Profit before Total assets et assets Contingeoncies
tamatbon employed employed and
commitmenis
Rupees in thousands
113,871 28, 688 602 10,285,873 3,242,580

Credit Risk - Ganeral Disciosuras

The Bank has adapled Siandardeed approach al Bass || for calculaimn of capital chame againsl eredil risk in line

wilh SEPY's requiraments

Credit Risk: Disclosures for portfolio subject to the Standardized Approach

Lirder standprdired approach, the capital requinement is based on the credi reting eeslgned 1o tha countar parties
by e Extamal Creddl Assessmenl Insfitulions (ECAIS) duly recognized by SBP for capilal sdeguscy purposes.
The Bank ulilizes, whermver asailable, the credit ralings assigned by the SBP mecognized ECAls, v PACRA
iPakistan Credit Rating Agencyl, JCR-VIS (Japan Credt Rating Comparny — Vitel information Systems), Fich,
Moody's and Standerd & Poors. Credil rating data for financing s obtained Trom recognized External Cradi
fssessment Insfilutions and then mapped o Staie Bank of Pakistan's Rating Grades

Typa of Exposures for which e ratings from the Extarmal Cradit Rating Agencles &me used by the Bank
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Long - Term Ratings Grades Mapping

The critana for transfer of public ssws etings anto comparable assels in e banking book and the alignment of
ihe alphanumenical scale of agch agency used with fsk buckets g ihe same a5 specified by the banking regulator
SBP in BED Ciroular Mo, 8 table 2.3 dated June 27, 2006

sap PACRA JCR-WIS Fitch Moody's S&p ECA Scores
Rating
Grade |
1 AR AAA Al fam Auh, 1
BA LY LY Aal Ab+
Af Ay A Aaz AA
AA- AA- AS- Aad Ad-
2 At Fut A Al Ak 2
il i i a3 4
- - A- A3 #A-
] BRE+ aea+ BRE+ Haal BEB+ 3
BEB BERB BER Baa? BB
BRA- BB&- BRBE. Hand BEB-
aR BB BB BaZ BB
BB- B8- BB- Ba3 BB-
[ B+ B+ B~ Bt B+ 5,6
B B B EZ B
B- B- B- B3 B-
& CLC+ and CCC+ and CCC+ ard Caal and CCC and T
brefow befow befaw Bl Loz by
Short - Term Ratings Grades Mapging
s5ar FACRA JCR-VIS Fitch Maoady's saP
Rating
Grado
L -1 A1 F1 -1 A1+, A
52 .2 2 F2 P-2 A2
= A-3 -3 Fa F-3 A-3
54 Criters Oiihers Critvrrs Oihers Others
Crodif Exposures subjoct to Standardized approach
A
s Armount Dedisciion
s i Cutatanding CRM PR S
Rupees in thousan
E;;;.ala 1 E.J?E - 2373, 725
2 4,154 951 = 4,164 851
34 915,352 - 915,352
56 - .
Unralod 17,825,009 - 17,825,088
Biank 1 4,073,129 g 4073129
2 401 401
34 34,653 - 39,663
5,6
Urrated - 2 =
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FLLE)

[eantinua __.]

Exposuras Rating

Amaunt
Outstanding |

MNel amount

Rupees in thousands

Public Sector Entitles in Pelisian

1.448,531

Soweraigns and on Govamment ol Pakistan 1
ar pravingial governments or SBP or Cash 5

4,07 8548

3406 b

|Morigage |

550235 | |

[|  ss0.23s |

[Ratall

196,507 | |

196,507 |

016
Exposures Rating Amalint Met amount
Outstanding |
Rupoas in thousands
CaOrporase 2 ¢33, 3650 2 1¥53,360
z 1096611 1,096,611
Linrated 13447897 13447 887
Bank 1 2 52T 233 2627 233
23 145,671 146,671
4.5 Ey L
B
Unrated - -
Putlic Secior Entitias in Pakisten 1 - -
23
4.5 ] :
&
Unrated 393,188 393 198
Soveraigns and on Govemnmant of Pakistan 1 1 497 aTh 1487 6TR
ar pravingial gowernments or SBP or Cash 3
3 - X
4.9
B 2 =
Unratad
[Mangage (| {l 324,783 | | [| 324783 |
[Ratail (] {l 52 866 | | (| 52 BE |
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Credit Risk: dsclosures with respect to Credil Risk Mitigation for Standardized Appreach

Ther Barik does nol make use of on and aff-balance sheet netling in capital chamge celculations under Basedls
Standardized Approach for Cradit Risk

Credit Rizk: Disclosures for portfolio subject to the Standardized Approach

The Bank has strong polices and processes for collalers valualion and collateral maragement (hus ensurng thal
collaieral valmlion happens a reqular defined indermals. Collaterals are nommally held for iha §fe of sxposure
Regidar mondoring of coveraga of axpasura by the collatersl ard llen ! charge registerad ovar the collatarsss is
carried oul besidas enswning that coltaberal malches the purpose, nabure and sfniciure of the tramsaction and also
raflect tha form and capacily af the obligar, ils cperalions, nalue of besness and economic envilonmend, The
Bank mitigates its risk by taking colatarals thal may include sssets acquired fhrough the funding providad, as wall
BE cash, povammenl securilies, merkalable aecueilhes, currenl assals, Nxed assals, and spesfic squipment,
commerncial and personal real estade

Tha Siandardized Approach of Besel-ll qudelines allows. the Bank o take banaft of creds nsk mEgetion of
Nirmancial collaberals apains] iobal axpaguras in the relaled Anancing faclilies.

MCH Islamic Bank manages kmils and conlrols concentralions of credil risk as identified, in padicular, o individual
counierpartias and proups, and also reviews exposuena o indistny sectors  and geographical regions on & reguiar
basis. LimiRs ana sppled 0 B warely of iorme o porfolios oF sactors whare MUCB Islemic Bank consders
appropriate 1o restrict credil risk concenlralions ar araas of higher risk, or to conlro the rate of porfalo growih.

Concantration of risk

Lradd concentration risk anses malnly dus 0 conceniraton of axpasuras under vanous cabepories Wiz, nousiny,
geograply, and single | group borrower ablgor. Within credil portfolio, &5 & prudental measure amed ab beilar
rsk; management and avoidanoe of concentration of risks, the SBP has proascribed reguialory mits on banks'
maximum EEposwre 5 single and group obdgors. Within the 58P limits, the Bank has further defined imits 1o
Eaaid ersagsive cansefilralisn of portiolia.

Equity position risk im ihe banking book

The Bank lakes proprieiany equity poaitions for boh trading and strategc purposes. As of December 31, 2047 the
compostion of squity ircesiments iz as foliows:

Compaosition of equity mvestments exposures

Hald for Available for
trafing Fale
Rupees in thousands

Equity imvestments — pubfcly traced - 1,981,675
Equity invesiments - olkers
Todal walis - 1,881,675

Classification of aquity investmants
Bank classifies its equily investment portfodo In acegrdance wah thea diractives of SBF as fplipws
- Imyesstments - Hedd for treding
- Iyersiments « Asailable for salo
Inversiments in Subsidanasg
- Ivestments in Associates

Poficies, valualion and accounting of eguity invesiments

They accounting pohces for equty nvestments are designed and their valuation is carmied ol undes be prosscons
and cirectivies of Stabe Bank of Pekistan, Secuntias and Exchange Commission of Pakisian and the reguirements
of approved IMermational Accaunting Stardards as applicable in Pakistan.
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In Bccordance wilth the reguirements ol the Stale Bark of Pakislan, quoted securilies, otbar tan mvesimenls in
subsidiaries ard irdesimants in associstes are subsequantly re-massured 16 market value. Sumles [ [deficit)
arising on revaluation of quoted sacunties which are classified s ‘avedable for sale’, is taken W 8 separabta
oot which = ghown in the statemrsan ol financial posion belos I"."l:|u|3'\;.' Surplug / I:I:Eﬂl.'iltllal'i‘ﬁll'lg on ravaklalion
of quoled securiies which s dassified as 'held for irading’, is tBakean 1o the proffl and loss accouni directy

Lnquoted equity secunfes am valued ad the lower of cost and broak-up value. Broak-up value of equity securilies
is calculated with referenca io the nat assets of the invastes company &5 per tha latest evailable audied financal
statamenta

Lirraplized nss (nal of catarmad tax] ol Fs. 386,764 milion was racognead In the balance sheal N respact od
"AFS equity sesurilies.

432 Market Rigk Mansgement

Marksl Risk arises from changes in marked rates such as Profit | Yield Rales, Fomign Exchangs Rates, Equity
Prices, andior commadity prcas a5 well as ther comelalions and volatilfies resuliing In & koss o eamngs and
capital. MCH |slamis Bank is exposed o maskel risk primarily ihough its irading aclivilies, whssh ana cenlbared in
the Treasury and Capital Markel Group

The Bank's Markel Risk Managamenl structure consists of Risk Managament & Portfolo Review Commities
(REALPRLC) of the Board, Managemand Finance Committes of managemand, ALCC, Invastmant Commitiea and
independent Markal Risk Menagemant Division reponing dreclly 1o Group Hesd Rk Management. Marketl Rk
i% an ndependant risk managamen| funcion thal warks in close padnership with the businass segmenis 1o identily
and menilor markel nisks troughout the Bark and to define market risk policies and procedures, Market Rk
geekz 10 feciiiste effcant nskireturn decisions, reduce volalility In opersing percmancs and provida
Iransparéancy inba the Bank's market fsk profile for sapior managemand, the Boand of Direclons and regulalons.
Markel risk autharity, including both approsal of markat risk imits and approval of market nsks is wastad in the
ALCD

In line with reguiaiony requiraments, MCB |slemic Bank has cleany defined, In @8 Flisk Managernand palicy, tha
pasilions which shall be subject 1o maskel fsk. The delinion covers e sccournling classficaions as well as
pasiions booked by different busness groups under “Availabia for Sak® calegory, Tha assets subjec o frading
book trastmant are Trequently, mastly on dally basis, valued and sclively managed. The posions which does not
Tulfill he crileria of Trading book Falk under the Banking Book and & rested as per SEP requirsmsnls

The Bank measuras and mansjes Market Fisk by u=ng conventonal methods Le noticnal amounis, Eansdnity [
and combinalions of vanous fmibs. Bank haa esiablished a spacilic Marked Risk Limfl Policy providing guidaline lar "
amsuming conlrolled market nsk, ibs monioring and maragement. Thase limés ame compared with the numbars
panarsiad by the marked risk managament syslams basad on Me treding achivity and tha outstanding posibons

Bagide corvenlional melbads, the Bank also uses VaR [(Value s Risk) technique lor marksel fek assessmenl of
pasiions assumed by its treasury and capital markat groups. In<house based solutons ae used for caloulating
mark o market walie of poskons and gersrabing Vel (velue &1 rsk) end sansitivity numbiers, Threshalds far
differenl posilions are established o compame the expeched losses & 8 gven confidence level and over a
spocifiod timo honzan

& framework of stress iesling, scenaio analyss and evarse siress tasts of beth banking and tradng books as per
S58F Qulﬂ&lll’lElB B alsn i plate. The resdlls of the =iregs basts e raviessad by Bamor NMEQE'H"BI’I‘I ard 8lgo

reporiad 1o the SEF
43,21  Forelgn Exchange Risk Managamant

Foeaign exchange risk exposes the bank to chanpes in e values of curant haldings and fuluse cash Mo
denaminaled in currencies aiber than home currency due 1o the exchange rabe fluctualion and volalility. The bypes
of instrumants axpesad to this risk include foreign currency-darominated firancing, foreign curmancy-denominasod
dapasits, fubure cash fliows In foreign currencles ansing from foresgn exchange frensactions. et
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The core ohipcive of foreign exchange risk maragament is o ensura tha fomaign exchange axposure of the Bank
resmsain wilkin dafinad risk appetie and Insulals the Bank sgainst undus basas that may anss due o volatile
movernents in fareign exchangs rvies or profi rades

Dacambar 31, 2017

Aszpls Liabilifies: Off-balance Mt Foreign
shaal Leme cunrency
CEpOSUrD

Rupeas in thousands

Faki=tan Rupes 50,691, B35 41,472 469 {163 204) 5250312

Uniled Stales Doflar 540, 382 531,349 315,015 333028
Eragl Brtain Pound 124,202 113,972 - 10,330
Eurn 131,601 2187 (B5,751) 13,563
U_AE Dirham 38, 55 - {300, 064 ) 8953
Swems Franc =R . - B f&s
Japanese Yen 23,838 - - 23938
Total forslgn currency exposuna BTE T8 GBT 618 1B 20 A0 26T
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4323

Total cumancy sxposure 81,770, 766 43 135 AT = G EXLTTE
—
Decembsar 31, 2018
ARLals Liabilities. Ofi-balance Mal foreign
shoet itoms oumenoy
BEpOGure
Rupess in thousands
Peki=ian Aupes 28,087 276 18,038,970 - 10021 4046
Uniled Siales Dolar X650 603 218 822 - 133,081
Graai Britain Pound 50,156 21,168 7,909
Euro 41,288 26,618 - 54670
W& E Dirham 1,682 . - 1,862
SwEs Franc 7,108 - - 7. 1048
Japanesa Yan 10 %40 E3 - 10 927
Total foreign currency axposun 511,126 2648,654 - 244 467
Talal cufrency exposire 28,568 502 18,302,629 - 10,265,873

Equity Prica Risk

Bank's praopriglary pos#ans in the equily insiremanis expose it lo the equily price risk in 25 trading and banking
books. Equity price risk is managed by applying trading Bmil, scrip-wise and porfolic wise nominal imits. VaR
analysis and sirass 1esling of e eguly portfoko are a0 paronmed Bnd reponed (o sanor managamant on dedy
bass. The siress 1€l Tor eguily price rigk assesses the impact al the fall in the slock markel ndex usng inlemal
based assumplions, In addition to this Stress Tesling and historical scenang analysis on Equities ame also
perfarmad pariodically as advised by the State Bank of Pakistan fircugh Gudeling on Sirass Tasting

Country Risk

Foiiraad i

L wer] b s by baria TREER TTaG A |
Edlar i il o Esh I misn | 2750080 | 13IE5E ERLTS ]
Faarern - 1M nTM| LR . - 14T T 1 AH | =k 5] 431373 | AR DS (i ket
e ) o ] omannod T b DLASN | IRTTETOT | DR | LB | RAED AN | 30EE e ' A0 el
s pam 1A 41,287 & 281 - . 18T
A (VERT IEERT ILITNT TEEET AT LLE TH T TETT
Finarsiad labilSas
Eily paatm 4E] e FFTET]
[hin & Brmeacnl paibabans TN ELIN| 1NEEE 189 50 T B
Dgeans el IOle BDOSE Q0TS W B IER| TLITRAN | 1 IERMD =iRd fEd
LFhe i mE Fe Lt 'H.H:I‘
TEGE TTHERT IO [ a1 |
1wy it e el i B1Xmes RISNE LN I L FARL]] oA R St [LE 452080 | EELIIS Mﬂﬂ?’]l
PR Db raca st TPaani ol baarmy mana e
Farmaed v ks oanbiech - paifem | |
Foramsd seckorsgs ronirnc - i |
PG L f %4 (B
Tutal gigkd ! prelil risk sensilivily pes IS TN HID 2T 1406 B BT (L =) 41373 1 E TS
Gumulates phaid { prafi risk sanamivity gop QnITR RMEME LMINTE  AWISD RIS M THAGH  RSLIT6eLT
T L

Thie warkd |5 changng rapdly and Imerdependancies and Infer linkagas of benks oparstng n offerant coumnas
are sve increasing. Thus banks having cross border axpasunes whelher or-balance sheed or ofl-balance shesl
are susceplible io the changing condilions in vanows countries of the world. Therafone, it becomes yery important
for instinalicns H]-E'HEG"'.'E!'H manans it orogs Dordar axpasunas i avold any unfayorabla sikustion

MCE Islamic Bank understands the nsks myolved in faking cross border axposure and to catar #; Country Risk
Paolicy, in line with 5BF guidelines, is already n placa,

Couniry Expasure Limiks ane in place, which broadly caplure dimect sxposure on soveneigns
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Liquidity Rigk
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HIGH QUALITY LIQUID ASSETS

CASH DUTLFLOWS

i Tolal high quality liquid assals [HOLA)

Total unweighted valua
{average)

a &]
RLIPH'H in thowsands

A0, 076, 000

. Retail deposits and depoesis from small business cusmlomers af which:

21 S3abia deposil - -

22 Less stable deposit 22 495 41 2,249 340

3 Lir=acured wholesale hurding of which: - -

11 Operalional depasits (all counieparties) : .

32 Mori-operallional dapasiis [all counlerparag) 14 BAT AOT 8,378,963

a3 Linsacured dabi . =

| Sacunad wholssale 1u"||:||"||;| L

% Addboral requeremants af which:

5.1 Cutfiows refated 10 Sarvalve axposuras and ofher colleteral requiremants

5 Cutfows refabad 10 koss of funding on gebé progucts - -

| Credil and Liquidily facililies 79,000 a7 900

B Cmer contraciual |lIJI'IIZ!II'I'E' abgetons — =

T Other contingant funding obligations 7.091, 855 05 583

B TOTAL CASH OUTFLOWS 45,511,683 11,0B5, 784G

CASH INFLOWS

% Secumad landing - -

10 Inflews from fuly peforming exposwses 1477198 738 589

1 Omner Cash irflows 4,103,251 3,561,145

12 TOTAL CASH INLFOWS 6,600 440 4 200 T4
TOTAL aDJUSTED WaLLUE

1 TOTAL HOLA 10,078,000

22 TOTAL HET CASH OUTFLOWS - 4, TEG, 052

A LIGUDITY COVERAGE RATIO 1 4503

43422 Ked Stabde Funding Ratlo (NSFR]

Tha ohiaciiva of Mat Sieble Funding Ratio (NSFR) I8 o reduce funding risk ovar a longer Bime horizion by requiring
bankis fo fund their aclivites wilh sufficiently stable sources of funding on ongoing beasis, Banks are required O
maintain NEFR requiremant of af Inast 100% an an ongoing basis from December 31,2087

Net Stable Funding Ratio (NGFR):
Total Available Stable Funding
Tolel Regulred Siahle Funding

Met Siabla Funding Ralio

ASF lhams
1 Capils
3 Ragulaiory capdal
3 Oiher capfal instremeants
4 Redall deposits and deposit

from smadl busness custamers:

a Slable geposits
6  Less siabla degosis
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Rupees in thowsands
34 460, 286 L1188 204
22 423 482 11,264,972
153, T84%: 1B7. 51

Unwaightad value by residual maturity
Emonihe o Greater than  Weighted
Less than 8
Ho Maturity e graater than  or agual to vadun
months
Tynar Tyoar
Rupoes in thousands

8,923 830 8,923 830
400, Sa4 1,546, 799 462 26 51,72 A, 244 081

ASF fbams

f
B

L)
10
1

13

L

&1

i =

7

£

Whalszale funding
Oiparational deposits
Oibar wholesale funding

Other Gabilities
MESFR darivative kabililies

Tatal ASF

Items

Total MESFR high-guality liguid
asgals {HQLA)Y

Daposits held af cthar
fnancial nstfubons [or
nparatonal purposas

Pedorming loans and
Eacuntag

Pedorming loans to fmancial
Instilutions sacunad by
Lewal 1 HOLA

r'BI"‘IEI'I'I'IiI"-g loars ta Bnancial
Instituiions sacurad by
non-Leved 1 HOLA and
unsacurad parfarming

loans b Bancail nsifulans

Feroeming lnans b noa-
finmncial corporaie clienls
Izars to redsl and small
busness cushomars, ana
|lGars Lo EI-EI'.II':IIEiI;I"IEI. Eenlral
banks and PSESs. of which:

Wilh a risk weight of less
than or equal i 35% under
thiz Basel || Sardandised
Boproach Tor credi risk

Seourilies thed are nof in

defsull and do nol gualify as

HOLA ncluding axchanga-
lraded equilias.

Other assats

Physical fraded commodities,
Inchiding gold

Aszats posted as initial margn

far derivelive contracls
MSFR denvative asseds
NEFR dedwaliva liabllias
before daduction of
warkalion mangin posbed
All oittwr easets nod inciuded
in the aboive categories
DOft-batance shael [lams
Total RSF
Hal Stablke Funding Ralio %)

YOUR FAITH

Unweighted value by residual maturity

Mo Maturity

Lass than &
mianths

6 months to Greater than
greater than

1ypoar

or egual to
1year

{continue.._.)

Weighted
walua

Al olher Gabililies and eoquty
ned includied in othercategonas

9,44 071

543, 106

Rupaas in thousands

4,713,335
v Eay

15,020,345

R LR T

A7 B

2423507

L8, TH5

G, 040

15,820,083

A48

9,03, TiE
B3 B892

34 350,206

1,370,355

211,083

11,237,001 )

9,126,426

413,543
22,403 482
153%



42.5 Operational Rhk 2] Islamic Export Refinance Scheme (IERS) Musharaka Pool

Operational risk i the fsk of loss resulting rom inadeguade or faled intemal processes, people, and sysioms o from
exlemal avants, This definition includes legal isks but exciutes strafegic and reputatanal risks

Tha Bank manages IERS Musharaka Pogd for funds accapied fram SBP under IERS, Uinder the PLS machanism, tha
Bank QEI"IE"E'IBE ravanues from tha posd funds which are shefed wilh the SBP acoording o the EH'E“-EﬂI'E'Bﬂ proi
sharing ratios. Musharaka irvesimenls rom ibe SBF under IERS are chamneled towards the exporl secior of the
acanamy and ciher financings as per SBP quikeines

The Bank's cperational rsk management framewark, as laid down in the cperational nsk policy, duly approved by
BLI0, s Sedbéa enough i Implamant in sia0es and peemils tha owersd risk managament approach o avoles in tha
lighl of orpanizafanal leaming and the fulure meesds ol the Bank Opsrational loss evanis are raviessed and
appropriaie comective acbons taken on an ongoing basis, molsding maesures @ mprove  coniml! procedunes with
resgect ko design and oparative effactvaness

3) Treasury Musharaka | Medaraba Pools

Tha Benk accepls lunds from obher banks o manage is Bguidity under Musharaks / Mudaraba mode, The funds
acospled are agged o remuneratve assets having malurily on or affer the period far which funds are accepted. The
ravenue generated from the poo! assat is shared batween 1ha bank and oltsar membar of tha pool according fo pra-
agrecd profi sharsing rallos o assignead weightapas accondingly.

Operalional Risk Maragemenl halps the Bank undersiand risks and improsve mitigaling conbrols =2 as o minimize
cperalional risks that ar inharant in afmost all areas of the Bank, Going foreard, tha Bank will fusther strangthen its
rigk funciion, policies and procedures o faciltele &5 operstlons and imgrowe guslily of assale o safaguand intarast of
deposibors.

4] Equity Pool

Operational Risk-Disclosures Basal || Specific

Thea Eﬂul‘l:.' Food consisle of Bank's aguily and lunds acceptad on Card (non-ramuneralive curent deposil gccount)
hasis, The funds of ihis pool &me invesied in various assels or ventures which are higher in risk or having longer
funding pericd. In addition 1o that all staff inancings ane financad by 1hs peal, Tha nsk of assets n tha pood is bome
oy tha Bank.

Cumeanily, the bank i reporing cperational fak cagilal chargs under Basic Indicator Approach (B4A).

Coperational loss data paraming bo key sk events i5 also collected on bank-wide basis. Penodic revieny and analysis
will be pregarad for senior management and Risk Management and Portfolo Review Commities (RMAPRC) of tha
Board. Such repars will covar 1he gignifiican fsk evenls wilh ool causs enahlss and recormmendabons 1or furihes
improcerments,

Charging of expansas

Dwrect axparses are Desng changed b respeclive poods, while indirect expanses such &5 ganerel and sdminstrative
eipenses & baing bome by e Bank as Mudarh. Mo provision expenss i changed bo the pool wless i is wrilten
off, The direct axpenses chargad to the pool may include depreciabon of llarmh assets, premium amedization on
Sukid, impalrmeant losses dss o phyelcal damages to specific assets in pools elc. Howaver, this = nat an axhaustive
s the Bank's pool marspement framewark and iha respesclive pool crealion mamas may denlily and speclly thaze
ardd any pthar simiar expensas io be charged o the pool

44 FROFIT NLDES) DISTRIBUTION TD DEPOSITORS" AND SPECIFIC POOLS
44,1 The Bank is mainianing the lokowing Lypes of pools for profit declaralion and distribulion:

1) General Foo
2 [ERS Musharaks Fool
3) Treasury Musharaka ( Mudaraha Pools 4.2 Followirg are tha detail of profl datibiulion amang diferent ool mainlained by the Bank:

4} Equity Pool

. Fia
Features, risks and rewards of sach pool are ghven balow;
Profit Rate & Prafit fit
weightage bzt Sharin 3 g Giangral | Amount of
1} Ganaral Pool Pool Description e Rate 9 | Mudarib Fee | return
announoameant d Ratio of diatrl d Hiksa Ganeral Hiba
The Bank manapes one general pool for s deposilons” (Rabbul Mal) mamtaning deposits in both local and foreign period Earne Musdarib istribate i
cumancas and alse commingled e eguity in this pool. The income (gross income less direct expensas) generaled Hupats in Rupess In L
from ihe pool i3 disiribuied betaasn Bank's eguily and depasilors’ fund in propofian 1o their respacliyve share in he o, 2 T B housands
pral, Undar the Mudaraba machanism, 1he income so dstibeted o dapositors’ furd s shored batwoen tha Bank
(Mudaritsh and deposiions (Rebbul Mal) according 1o the pre-agread profit sharing rabos and assigned walghtagas Ganaral Peal Manthly B.OT% E05% EET 73 4185 200, 113019
The deposits and funds sccepled undar the General Pool are degloyed o diversified sectors and avenuss of 1ha
economy § businass mainy 1o ‘Agrcullune, Fonastry & Fishing', Textile & Allied’, 'Food & Afied’, ‘Distribation & Trade',
'Ineesimen in Govemment ol Pakiskan ljarah Suluk’, e, Profit Rate & Profit
weightage | oM 3h:|ng ProftRate | . onerai | Amount of
Paramatars assoclatad with risk and rewards Fool Descriplion | anouncement| "™ | pyjig of | Mudarit Fes | retum Hiba | General Hiba
Earned distributed
period hsdarib
Folowing ara e consideration attachad with nsk and rewand of genaral poal: Rupons in Aupags in
W " thousandy o tousands
- Penod, rabim, selety, sacunfy end lguedity of mvestment
_ ) Islamnic Export Monthly 4, BA%, 2065
- Finencing proposals under proceds &l varnous stages and ikealy o be axtanded n he near fulua, Rafinenca (IERS]
- Expacied amount of procurement of deposit during coming days as a result of concered markating edffors Tresury
af tha Bank Mus harmika/ As rquinad B.24% 5.50%
Wudareba Food
- [Element of risk attached to wanous bvpes of iImeestments.
Equily Poal Mtanhly B.28%

- SBP rulas and Sharah clearance.
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2016

”"'Tt:'lm &1 prom E:;““" ProfitRate | o
Pool Description walginge Rais M3 | Mudarib Fee returm oy v
ANnNOUNCETon | Earvad Ratio of Ainiributed Hiba General Hiba
pariod i Mudarib
Fhupsss in Ripsas in
a L thousamds o thausands

General Fool Monthly £.69% 0% JE2,. 862 1.8 14% 54250

| Profit Rate & | Profit | PTOM —
Pool Dascription | weighlage Rate Suaring Mukarils Fom A General Armcunt of
anaounEsmen | Earned Ratio af distributed Hiba Genaral Hiba
pariod Mudarib
Fupees in Rupoes in
T T thousanids b thausands

Istamic Expart Monthly h.5a% 2.04%
Fefinance (IERS)
Treasury
Musharakal As requred a5y BT
Musdaraba Poal
Equity Paal Monthly 1T7.91%
45 GENERAL
- Figures hava bean rounded off (o the nearesl thousand of rapeeas unless alhenwise staled
Comparabive informalion has baen rearrangad, mdassifing or addifionally incoporaied, wheraver nacassary, in
these Bnancial siataments for the purpasa of better compansan ard 1o align with cument year's presentation, the
affecis al which are mol malarial,
48 DATE OF AUTHORISATION FOR IS5UE
These financa| stalamenis ware aulborised for issue on February 12, 3018 by the Board of Direclors of the Bank
II Il. .II _,'.'l. F;
i I . / j i
.Q} fé'h'h \ /S CE!ZFLM-:-
= - i o -
A prt L
RAZA MANSHA AFTAB AHMAD KHAN OMAIR SAFDAR ALl MUHAMMAD MAHOON
CHAIRMAN MMRECTOR DIRECTOR FRESIDENT / CEDQ
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Snnexure - |

Summarized setall of the valuation of owned propartles (rafer note 12.2.1)

City L Buikding Total

Rupass in thousands

Fasalabad 156,253 21,566 177,809
Hyderabad 24,700 15750 425,450
Karmchi 74,897 178 000 252 957
Lahore 232,010 103,862 435,972
Rarsvalpard a7 045 B Oas &, 05

Girand Total B0, 005 325 263 1, 0005, 2 68
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Disposal of operating fixed asssts (refer note 12.5)

Sales
proceads Mode of
Accumulated Book  finsurance disposal  Particulars
Description Cost  Depreciation Valua clatm ‘settlemant of Buyers Locations

Rupoes in thousands
Furniture and fixtures,
computers and office
equipmants

Einal Mr, Mujeet
Compuier equipmant 85 ] 20 32 ol | Baig [Ex- Lahaore
Employea)

e having ook value of leas than
Rg. 250,000 ar cosl of kss han

R, 1,000,000 275 35 237 247 Warious Warious Lahore
Vehicles
Adam|es
| )
Toyota Corola 1,615 290 1,525 1492 Claim MIEATENYCE - st
Comgary
Lirrifesd
2176 304 1,761 1.771
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PUNJAB
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Kachehri Road
Paoplas Colonmy
Kolwali Aoad

Sharif Pura Chowk, GT Road

Bhimber Road
Fimmah Avanise, Biue Area
F-10Markar
G-11 Markaz
Cuaidnbad
Liberty Markcal

Allamalghal Road, Dharampury
Main Boulevard Falsal Town

Z blook DHA
Shah Alaem Market
Allama lgbal Town

Maulana Shaukat All Rosd, Johar Town

&4 Main Gulberg

Shan Arcade, New Garden Town

Cawalry Ground

Off Rawind Road, Dream Qardens
Opposiie Expo Centre, Joher Town

PLA Housling Society

JK Gugar Mills:

Snah Rikh-g-Alam Cobiny
Howan Shohar

Shahi Road

Bank Foad

Satallite Town

Chaklaka Schoma Ml

félain Bazar

Farid Towr

Club Road
Lehone=-Shelkhupura Road
Mall Godam Roead

WE VALUE YOUR FAITH

Dwera Ghazi Khan
Fatsalabad
Faisalsbad

Gigranwala
Gupnl

Islamanad
|&larm ki

|slamaed
fhushab
Lahora
Lahonm
Lahora

Lahomne

Lahana
Lahom
Lahara
Lahoina
Lakhara
Lahaora
Lahome
Lahom
Lahane
ean Chanmu
Muillan

Ieillan
Finkarm Yar Khsh
Rawsipnd
Raval prdi
Rawveal pandi
Sadipabad
Sahiwal
Samuodha
Shaikhupura
Tabn Tek Sing



Thandi Garak

Main Saddar Bazar

Ladifahad

Shahrah-g-Falsal Karachi
Rashid Minhos Rcad Karachi
Ehayaban-a-Shamshesr Karachi

Muhammad Ali Society arachi
LA, Jinnah Agsd Karachi
SLTE arachi
Highway Trade Cantre Super Highway Karachi
ﬁ. F n Khalid-Bin-Waleed Rosd Karachi
T ) Korang| ingustrial Area Karachi
B N A =y Morth Kazimabad Karachi
Safoona Chowk Gullstan-a-Jauhar Karachi
Dhooralji Kamchi
F.B Indusirial Ares Karachi
Gulshan-g=Igbal Karazhi
Abgullah Haroon Roed, Sedder Karachi
#Annj Mandi Boad Larcara
Masjid Road Mk hah
Station Road Sukkur
Hyderabad Road Tardo Adam
Hyderabad Road Fandp Allabyar
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AN DIIC " A BALOUCHISTAN

Tai Aoad Chaman

e

Alrport Road Gizracadiar
Tl Road Laralal
Band Aoad Pigheny
MALA Jimna i Road Custta
Hazara Towr Cluweita
Sirki Roan Clusatta
Minin Aoad Turbai

Tohzll Road Zhob
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B 'I':. H . Mansehra Road Ahbottanad

¥ Pak Haidar Market, GT Road Balkrala
Atalig Bazar Chitral
Shamisi Read Iiardan
Miain Hazar Mmngora
Tasmneem Plazs Pecshimwar
Enrichano Market Pesnawar
Mlarts Sawal
E.nbal Hawal
Zeh Plazs Balambat Road Timangars
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The Company Socrotary,
MCE Isl=mic Bank Limad,
59-T Block, Phase-1l, DHA, Labore

I al

being member|s)
ol MEE |slamic Bank Limitad [“tha Comparyg®), holding _ Oroinary sharas,

oo hereby appoini af ar
fafing himher of

wha is also & Member ol ihe Compary, as my ( owr prasy o vobe far me /s, and on my § o behall & ®e gl Annual Geneaal
Mleating of 1he Company to be held on Manday, March 26, 2018 & 10:00 &M ai T-58, Phass |1, DHA Lahare and al ary adsaurnmest
thareal,

Az wilness myrour hare s dary of

Wilness Mo, 1! Wikness Mo, 2
Mlamg | Mamg !
NG, Mo/Passpor Ra; L.NLG. No/Passport ha;
Addrees: Bl iirisa
Mamoer's sigralun on
- = Rz 5/~ Aevarue Stamp
HOTES

A, Genaral:

1 A memnber enlitled 1o afend and vobe a1 the meating (s entitled o agpant a praxy 10 aferd and vobe far himdhar, Mo person
shal acl as & pregy, wha s nal a meamber of the Company, secapt corpomie antity which canfmay appaint a persen who s
Nl B e mier

2 The msirumen| appoingng a proxy should be signed by B mamaer or histher aBormey duly aulbanzed in wibng. H e
MGB Islamic Bank Limited marminee is A corparata mnlity, is common seal shawd be athead on tha instrumant

3 The inalrurment appoiniing a proxy, fegether wilh Powes al Atlceney, | any, under which (L B sgned of a notaialy canilisd
copy thereol, shauld be depasied, with the Company Secretany, MCB islamo Bank Uimited, &8-T Block, Phase |, DA,
Lanhom not iess than 48 hours bafore tha ime of heldng Se mastng

4 Il'a membar appoins more than ons prosy, and mane than one inslrumenl of praxy ia dapasited By 8 mernbear, a8 such
insirumenis of prxy shall be rendered invakd,
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