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Integrity is the cornerstone of everything we do

M

Market leadership is what we aim across all our target sectors
Agility and strategic nimbleness will help us adapt to
changing market conditions

Good governance and transparency

Innovation to provide for the customer needs of tomorrow

Nation building remains our priority

Employee engagement through a merit-based culture
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About this Integrated Report

NBP Annual Report 2021

This 72nd Annual Report-2021 (this Report) of National Bank of
Pakistan ("NBP", "the Bank™), covers the financial and
non-financial performance of the Bank for the year ended
Decembear 31, 2021 and material subsequant avents up to the
issuance of this Report.

The Board of Directors, in its meeting held on March 8th, 2022,
has approved the release of this Repart.

We wish you a plessant read!

Our Strategic Orientation

This Annual Report is structured to provide the readers with an
Intagrated insight into the Bank's business by providing
Information about the state of affairs. performances and external
emviranment influencing the Bank's functioning & performance.
Highlighting the links between business strategy, business model,
integrated risk management and corporate govemance, this
Repor faily addresses the materal matters pertaining to tha
long-term sustainability of the Bank. This Report also comments
on linkage of the Bank's sustainability initiatives and strategic
Imiperatives,

Report Boundary & Scope
This Annual Report is prepared in-accordance with the following!

+ The Banking Companies Ordinance, 1962

- The Companies-Act, 2017

« The Listed Companies [Code of Corporate Govermnance)
Regulations, 2019 issued by the Securties and Exchangs
Commission of Pakistan

* International Financial Reporting Standards and Interpretations
Issued by the Intemational Accounting Standards Board

= lslamic Financial Accounting Standards issued by the Institute of
Chartered Accountants of Pakistan

« Directives: issued by the State Bank of Pakistan and the
Securities and Exchange Commission of Pakistan.

This Report encompasses both financlal and non-financial
information pertaining to the parent comparyy, i.e. Mational Bank of
Pakistan “the Bank”, as well as consolidated information of the
Group that includes the Bank, its subsidiary companies, a Joint
Venture bank, and its several assoclated companies,

Key contents of this Report include:

I Strategic and Operational Review by the Chalrman and the CEO

Annwal Report 2021

ii. Directors' Repaort on behalf of Board of Directors,

ii. Standalone Financial Statements of the parant entity; and

. Consolidated Financial Statements of the Bank, its subsidiary
companies, & joint venture and associate companies "Group”
as depicted in the Consclidated Financial Staternanis.

v, Auditors’ Review Report on the Code of Corporate
Governance "CCG"

v. Statement of Compliance with GG

vi. Shareholders’ Information

Operational and financial analyses and reviews are based on the
financial information from the Audited Financial Stataments for the
year ended December 31, 2021 with the comparative information,
whers necessary.

Unless stated otherwise, operations of the parent entity account
for more than 99% of the consolidated revenue, assets,
borrowings and employees. In this Report, the terms ‘PKR' and
‘Rs.’ have bean used interchangeably for Pakistan Rupes.

Significant Changes During the Year

There have nol bean any significant changes in the organisation
type, structure, ownership or reporting boundaries since
December 31, 2020. No changes in reporting or restatements
have been made in the comparative financial information.
However, in line with our strategy stated in the Annual Report
2020, the Bank has advanced furiher in the process for closing
ceran overseas branches. Appropdate disclosures in this regard
have been given in this Report.

Integrated Reporting Framework

NBP, being a domestic systemically imporant bank, has a graater
impiact on socio-economic grawth in the country. In s strategies,
the Bank considers the inferest of its diverse group stakeholders,
particularly the shareholders, reguiators, customers, employees,
and the communities where it operates.

In the course of its operations for value generation, the Bank
receives inputs e, CAPITALS (Financial Capital, Infrastructure
Capital, Hurman Capital, Natural Capital and Social & Relationship
Capital), and processes these to achieve its Short, Medium and
Long term goais. The Bank Is lollowing an integrated reporiing
model fhat builds understanding and a holistic view about the
Bank, s business modal, extemal influsnces, the value creation
process,



business strategies, resource allocation for strafegy execution,
opporiunities & rsks, and performance against the dafined
strategic objectives. This integrated reporting will further improve
the quality of information about the Inputs used by the Bank in the
process of value generation. This year, matters Important for
disclosuresinclude;

1. Govemnance; Responding 1o organisational challenges.

2. Response: Emergency response to the health and financial
crisis amidst the COVID-19,

. Agility: Making the Bank stronger & resilient.

. Service: Serving our gustomers and communities.

5. Performance: Delivening sustainable financlal performance.

L

Responsibility & Basis of Preparation

The Bank's management s responsible for the preparation and fair
presentation of the Fmanclal Statements. The Financial
Staternents, Charman’s Review, Directors’ Report, Statement of
Compliance with: the Usted Companies (Code of Comporate
Governance) Ragulations, CSA and other information contained in
this Report, have been structured i compliance with the
requirements of the Intemational Financial Reporting Standards
“IFAS" as apnplicable in Pakistan, the Banking Comparies
Ordinance, 1962, the Companies Act, 2017, and the related
requiations of the State Bank of Pakistan “SBP", the Security &
Exchange Commission of Pakistan "SECP", Pakistan Stock
Exchange “"PSX" and other local and intemational comporate
reporting practices as promoted by ICAP, ICMAP, SAFA, etc.

Information Quality

Every effort has been taken to provide credible & meaningful
information with the aid of visual elements such as figures, graphs
and tatiles in a consistent manner facilitating clarity and comparabil-
ity. Cualitative criteria have been taken into account Including
mateniality, comparability, accuracy & consistancy, balanced view
and credibility and refiability of the information provided.

The Medium

1. This Anniual Repor is published within three months of the date
of the Financial Statements. The comprehensive end-fo-end online
varsion is also published onfine on the same date as the date of
tssue of this Annual Repart at httpsy/vimiw nbp.com. pk/investorin-
forma toryindex, aspx

2. This Repart is circulated among shareholders in a digital format
{on Compadct Disk).

3. A limited number of printed copies have been produced for the
shareholders who have requested the same,

For reasons af enviranmental sustainabilty, we only produce a
Himited number of printed coples of this Report.

Where The Malion Banks

This year tho wa will
dlistribute 12,0004 coples
of this Annual Report
through portable CDs.
This will zave 1.5 million
shests of paper.

Other Information:

We also have a presence on;

Facehonk: hitpsy/wisw facebbok com/NBP TheNatibnsBank
Irstagram: hitps:feanw instagram comdnatioralbankafpabistan'
YouiTube: Fifpsfwww youtibe comicammal UCHfeuOs\VasCelminigzv
Lnkeciing hitpssfiswe Enfedin.cormy'companynatonsl-bani-of-patastan’
Twitter; https Mfwitter com/ThelBRak

Contact & Queries

We weiCome our readers’ Inguines, comments and suggestions
ol this Arniual Reporl Resders miy please contact thia office of
thr Chial Financial Otficarn

The Chief Financial Officer

MNational Bank of Pakisian

2nd Floor, NBPF Hesd Gffice Buiding, |1 Chundrigar Road,
Karachi

Stakeholders may also contact our Investor Refations Offica by

fvegicer relatiore@nbo com. plk

Annual Repart 2021
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Our Profile

Where the Nation Banks

Mational Bank of Pakistan {the Bank) was establishead on Novermber
39, 1949 under the MNational Bank of Pakistan Ordinance, 1942 and
s listed on the Pakistan Stock Exchangs. The Bank's Registered
and Head Office is situated at Karachi. The Bank is engaged in
providing commercial banking and related services in Pakistan and
OVETSERS.

BNBP

The Bank also handles treasury transactions for the Govemment of
Pakistan as an agent to the State Bank of Pakistan. The Bank
oparates 1513 (2020:1514) domestic branches In Pakistan and
19(2020:21) overseas branches (including the Export Processing
Zone branch, Karachi),

The Bark has a wide local and intemational outreach through a
natwork of branches, ATMs, subsidianes, representative offices;
agency tis-ups and comespondent banking retationships, sic.

With a total asset base of PKR 3.85 trillion, (USD 17.04 bilion) and
accounting for ~13% of total industry assets; the Bank has bean
designated a "Dormeastic Systemicaly Impartant Bank” by the State
Barik of Pakistan,

In-pursuit of its vision of enabling sustainatde growth and inclusive
development, The Bank is well-diversified across its major business
segments of retall, commercial, corporate & investment, Islamic,
treasury and Intemational operations. The Bank's intermnational
operations exist in South & Central Asia, Middle East, Westem
Europe and Morth Amenca, Demonstrating a strong franchise, 65%
of tatal assets of the Bank are funded by customer deposits. The
domestic cument and savings account (CASA) ratio was 82.3% as
at December 31, 2021.

7 Decades in Serving the Nation

After iIndependence in 1947, Pakistan was inherited with a very
weak financial systemn architecture. There was an emergency need
fo have a commercial bark “truly national in character” and capable
enqugh to navigate the country through the then uncerlain times.
Ever sinca, the Bank's purpose and mission has been to support
ihe financial wellbeing of the Mation, and to provide strength in
uncertain times, Then — Now —and Always!

TheBank's 1500+ employess serve 8+ million customers through a
wida local and Intemational network of branches, agency
grrangements, business pramofion offices in Europe, America,
Central Asia, Far & Middle Eastern countries and comespondeant
banking relationships,

Strong Capitalisation and Risk Profile

With PKR 286.2 billlon as Net Assats, NBP is the highest capital-
ised Bank in Pakistan, The Bank has been designated as Domestic
Systemically Important Bank by the State Bank of Pakistan.
Therefore, the Bank is required to hold an additional 2.0% loss:
absorbency surcharge over & above the minimum  capital
adequacy requirement. However, as a measure to alleviate the
effects of COVID-19 and support the banking ssctor in extending
credit faciiies to its customers, SBEP reduced the capital
conservation buffer from 2.5% o 1.5%, for tha time being. This

resutted in minimum CAR reguirement for the Bank being 13.5% at

end 2021,

With the Comimon Equity Tier 1 (CET-1) ratio of 15.42% (2020:
14,88%) and overall Capital Adequacy Ratio (CAR) at 20.39% end
2021 (2020: 19.78%), the Bank is compliant with the enhanced
reguiatary requirements;

Subsidiaries
1. NBP Fund Management 2 NBP Exchange Company 3. Taurus Securities
Limited. Limited. Limited.
Itis one of the leading Asset MBP Exchangs is the first bank-owned It is an unlisted Public Limited Company
Management Company of Pakistan, company to start a currency exchange in operation since January, 1994, Its
managing over 175.0 billlon of investors' business in the country. aotivities encompass the following aress:
savings in vanous investment The Gomparny is operating with & + Equity brokerage
mmm natwork of 20 branches to + Financial and econamic

280 3w deal in foreign currency research
:'lglmﬂaﬂmﬂh'ﬂuﬂ exchange: In terms of market
nvestment o share, Taurus is
management ratng 04 /0 100% J miednghamong  58.3%
of AM1 the top tler equity

brokers in Pakistan

Annwal Report 2021




The Bank's leverage ratio at end 2021 was 3.73% (20204, 06%),
The Bank’s liquidity and net stable funding ratios stood at 164%
(2020:180%) and 278% (2020:256%), respectvely against
regultatory requirerments of 100% for each.

The Bank |s rated AAAAT+ with a stable outloak by both VIS Credit
Rating Agency and PACRA Credit Hating Agency. This is the
highest credit rating awarded to a Bank in Pakistan. Thus, the
Bank's sk profile reflects a restrained nek appetite, a strong
funding base, a secure level of kguidity, a sound domestic franchise
and consistently stable parformancea.

Diversified Coverage

The Bank's business js well-diversified across main business
segments. Besides geographical diversification, the Bark has
accomplished a higher level of diversification in its operations
across many other parameters such as customer profile, products
and services partiolio, funding profile, maturty profile, economic
sactors and the sources of ncome,

Ownership Structure

There are 2,127.513,026 issued & outstanding ordinary shares of
the Bank. of which the Federl Govermmen through the State Bank
of Pakistan holds 75.2%. Other major shareholdars include Fareign
Companies [6.3%), Public Sector Companies {0.4%), and the
ganeral public {12.196),

Group Structure
The Bank has subsidiary companies aperating in bath the financial

and non-financial sectors. The Bank's subsidiaries inciude, nter
alla, an Assat Management Company, an Exchange Company and

Subsidiaries

4. CJSC Subsidiary Bank of

5. CJSC Subsidiary Bank of

Where The Nation Banks

8 Securities Brokerage Houss, Operations by the parent antity Le.
the Bank; however, account for the largest share of Group assets
and profits.

Shareholding in Associated
Companies

Besides the subsidiary companies
mentioned  below, the Bank also has
significant  shareholding i several
assocEated compamies and a Uk-based
joimt veniure e the Uinited National
Bank Ltd. “UMBL", which was
farmied in 2001 through the merger
of the branches of UK Nationial
Bank of Pakistan and United
Bank Umited. NBP holds
45% shares in UNBL. Tha
principal  business  of
UNBL is to provide retall
banking products
through  its  branch
network in major cities
in the LK wholesale

faciities o busnesses of all
sizes.  Further delails  of
associated  companes ane
provided in Note 1022 to the
Financizal Statements.

6. National Bank Modaraba

NBP in Kazakhstan NBP in Tajikistan (under closure) Management Company
{Uricler closura) Limited.
The Company was fammed In the year

Tha Company was formed In the year 20312, National Bank Modaraba Management
2001. It provides Commercial Banking Company Limited manages the First
It provides Commercial Services in Tajikistan. National Baﬁk M:_:.dara.ba which was

i S ; : b established in December
S " ihis heas 2003, Itisa perpetual,
Kazakhstan. The 1o close this: muhi-purpose and
Bank has decided o subsidiary company. 0 rvliti-dimensional
PR 100% 100% iy 100%
COMPary.

Annual Report 2021
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2021 at a glance

Profitability Financial Posmon

—— PR — e —

|Totamssals Net Investments |
PKRﬂETn PKR1.9Tn

27.9% M 324% M
__- ‘

Total Deposits Gross Advances ‘

P‘KHS.{_JTn PKH13Tn

248% . 125% M

T— ——
Financial Soundness

Total Capital CET-1 . Net Stable Leverage Liquidity . NPL Coverage

AR O 2000 A 5 N S ST 0 X 100 00 (0.0

Funding Coverage
2039% »1542% » 278% 3.73% 164% }91 0%

Credit Rating

Miogen JIF W At+sorem
P

Annual Report 2021



Where The Nalion Banks

Our National Impact o« « _
Coverage Across the Nation MeraGhar @

Scheme Loan

9Mn 1514 1500+ 1,300+ Families
CuStoMmers  oomestcBranches  ATMs with 98% Up-time ‘(! !”
7000+ 750+  >95% =4
Wﬁnm , Hsm The Largest Branches Pemained b ff ‘ /~

Economic PKR 269 Bn

Value
Distributed

- o

to Depositors, Suppliers, the
Government, Colleagues, Shareholders,
and the Community

@% P2G and G2P
W 604
74 BestBank  [Feamee— h‘\h 'u}“
for Agriculture SOV,
Award - 2021 Bank Staff g‘{\‘“,fg
| 15,400 [EERNUZES
PKR 62.8 Bn Agri Loans 3 N\
Credit to the Corparate Secior OUtsourced 1 t

PKR 628 BI'I acar] 1}27 3 Taxes to the Government
S PKR 25 Bn

Annual Report 2021
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) 2021 |

3,846,684

(PKR 'Mn)
des s
for the i
Nation e

3.008,527
983,255

2,418,966

| 2010

1.037,750
477,507
832152

1,113,392
3,019,155

_
After independence in 1947, Pakistan was inherted with a very weak financial systermn

architecture. There was an emergency need to have a commercial bank “truly
National in character™ and capable encugh to navigate the country through then
uncertain timas. This craated your Bank; THE National Bank of Pakistan. Your Bank's
purpose and mission has been to support the financial wellbeing of the Nation, and to

provide strength in uncertain times, Then — Now - and Always

2010 Till Today...
Siill Focused & Driven

» PKR 52 Bn as Profit After tax in 2021. Highest Ever in
History of tha Bank. Achigved PKR 3 Trillion Milestone in

« |n 2020, the Bank recorded profit after-tax of PKA 306
bilkon ie,, the highest ever profit in its history,

« In 2019, NBP became "PKR Three trillion™ Barik by
closing Its balance sheet at PKR 3,124 billion.

hﬁ?hhm@mumﬁanka{m?whww

I 2017, the Bank ed the highest ever affer-tax
profit of PKR 23.03 bilion. NBP. became the “Two Trilkion
Aupse’ Bank and is still growing strong.

= Reaching the 71" year of this great institution, we

refreshed our Vision to become the Nation's leading
Bark enabling Sustainable Growth and Inclusive
Deavelopmeant,

= NBP made it to the Guinness Book of Waorld Records
by instaliing the Waord's Highest ATM,
» Won Bank of the Year Award 2015
+ Deployed Core Banking Application.

o I 2013, with the growi of Islamic
Banklng, NBP succassful ng Emclm
‘Altemaad’ mn?fafmetnmspﬂlofrﬁamm Finance,

Anrual Report 2021
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« Thie decade witnassed a
restructuring program, where
ur-priofitable-and loss making

erl, No nfﬁeginng
merg : were
reduced to 29,

» National Bark of Pakistan
went public with PO of 23.2%
shares and listing at all
domestic stock exchanges
(2001).

«|n 2002, mBankmg:wadan

agreement with Wastern Union.

= NBP gained market recogni-
tion and received over 30
intemational awards.,

) 12223,

The 1990s...
Initiatives & Reforms

« The 1990s was a decade of
naw financial reforms and
ity

= Thie Bank became a SWIFT

nmbﬁrm‘IQEi&Tl'ﬂfmilty

provides modem technology 1o

Bank customers for prompt

and convenient cash transac-

:ﬂkzggmdmlnmmmmdma
k.

« n 1984, the Bank celebratad
its Golden Jubliee. By the close
of the decade, its market shara
had reached around 22% and it
remainad the largest financial
irsstitution in the country.



371,636
140,318

316,493

for the Implementation of an
Istamk: Economic Systam.

;,-T;!BP introciuced a separate
oomprehensive procedurs
for banking under this systam
from branch levet to the Head
office.

« Consolidation and reorganisa-

tion resulted in closure of 286
branches; from 1,646 branches
(1979} to

1,360 branches (1889

« Overseas expansion contin-
ued with the opening of a
mpu'esaﬁta'twa office in Bedjing
I 1yand In Seoul, South

(1585); the latter was
cgna;atad into a branch in
1987,

= The Bank increased its
authorised and paid-up capital
twica during fhe 80s, gaining a
much broades-and stronger

135,074
47,025
87.800

» During this perod, thers was
growth in the branch network
both at home and abroad,

« The 1970s witnessed the
nationalization of Pakistan
commercial banks operating in
the country,

= n 1972, the National Bank of
Pakistan evolved the Super-
wised Agricultural Cradit

mﬂn. and introduced a new
odology of viabie crédit for
small fammers available at their
doorstep,

» On January 1,1974 National
Banlk of Pakistan, along with 13
other scheduled Pakistand
banks was nationalised.

Where The Nation Banks

habit. This schame was
offerad to industral workers
and school & college students,

» Operative in 1,189 schools,
deposits mised in(s.29
millicn, B*_HW NEBP's “worker
schema” éabr;lgﬂemml
deposits tory workers:
into As. 2,84 millan and the
number of ascounts opened
had touched 8,767.

The 1950s...
The Beginning

= During the 1850s, the Bank
undertook the expansion of the
branch network,

w The first oversess branch was
established in Jeddah, Saudi
Arabla (1950), a branch in
London (1953) and another
branch in Baghdad (1857).

» The Bank ook Govermnmiant
Treasury s and
establ currency chests al
vanous iecations. It managed
cumency chests or sub-chests
at 57 of its offices. Deposits
which constituted
3.1 percent of total deposits of
all Pakistani banks in 1948 had
risen 1o 38 parcent by 1952,

Annual Report 2021
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A Legacy of
Recognition

Corporate & Invest-
miernt Bank of The Year

2021 - Asian Banking
& Finance

Diabit Deal of the Year
2021 - Asian Banking
& Finance

Best Project Infrastruc-

e Dokl of s Veir

2021 - Asian Banking
& Finance '

Best Corporate Sukulk
2021 - The Asset Triple
A lstamic Finance

Best Trade Finance
Bank in Pakistan 2021

The Asian Banker
Power Deal of the Year
2021

The Assets Tripla A
Infrastructure Awards.

Best Corporate &
Irnvestrment Bank in
Pakistan 2021

The Asiamoney

Best Bark 2021

Global Finance
Magazine

Transaction of the Year
201-CFA Soclety
Paklstan

Best Bank for Agncuiture
Institute of Bankers
Pakistan

Best Presented Annual
Raport Award - SAFA

Asta Paoific Award for

Onshere Wind Deal -

by IJ Global Project

Financa & Infrastruc-
ture Jourmal

Corporate Client
Initiative of the Year -
by Asian Banking &
Finance

Best Bank for Agricul-
ture Award - by
Pakistan Banlking
Awards

Innovative Deal of the
Year - by Asian
Banking & Finance

Best Comorale &
Investmant Banking
Services - by The
FPCCH

Best Trade Finance
Provider in Pakistar) -
by Global Finance
Magazine
Best Presented Annual
Report Award
{Runners up) - by
South Asian Federa-
tion of Accountants

Best Corporate
Finance Houss of the
Year (Runnars up) - by
CFA Society Pakistan

Annwal Report 2021

Best Bank for Agricul-
ture 2019 - Pakistan
Banking Awards

I Global Asia Pacific
Award 2019 - Onshore
Wind Deal

Asian Development

Bank Annual Trade

Finance Award for
2018

Gold Medal from
FPCCI for Bast
Performance in

Banking & Finance

Consumer Finance
Product of the Year
awarded by Asian
Banking & Finance

Aural Bank of the Year
awarded by Asian
Banking & Finance

Sat a Guinness World
Fecord for installing
the World's Highest

ATM

Pakistan Domestic
Project Finance Bark
of the Year 2017 - by

Aslan Banking &

Fmance Magazine

Trade Dealof the Year
awarded by Trade
Finance Program {TFF}



Bank of the Year 2015
awarded by The
Banker

1-Link Certificate of
Achievemant 2015
awarded by Top Thres
issuing Banks

3rd FPCCI Achiave-
ment Award 2015

presented by Banking
& Finantial Services

FPCCI Gald Medal
Aoward 2015

-
"‘

Bark of the Yearfor >«

-

2010 awarded by The
Banker. Runner-up of
Corporate Financea
House (Fixed Incoma)
Award for the Year
2010 presented by
CFA
Saociety Pakistan

Trophy awarded by
FPCCl in 2010

Prime Minister of
Paklstan Trophy
awarded by LCCl In
2010

2nd FPCO! Achisve-
miant Award for 2014 -
Banking & Financial
Servic

37th FPCCI Award
#0114 - Corparate
Social Responsibility

The only Pakistan
Bank listed in the top

by The Banker. Seta

Dormestic Retail Bank
of the Year, Pakistan
2013 awarded by
Asian Banking &
Finarnce Magazine,
owned by Chartton
Media Group,
Singapore
Listed in top 1000
banks of the world for
the year 2013 by The
Barker

15t Achievernent
Award - Gold Medal

on Banking and
Firancial Sanvices -

Bank of the Year
awarded by The
500 banks of the world Banker World's Best Bariks in Asia by The

Foreign Exchange

Guinness World Barik 2008 awarded by

Record for planting

532 887 mangtove

saplings in a single
dlay

Global Finance

Bank of the Year
awarded by The
Banker,

3rd Global Human
Rasource Excellence
Award 2012 adminis-
tered by Giobal Media
Links in collaboration
with Better Pakistan

Listed In Top 1000
Banks of the Waorld for
the Year 2012 by The

Banker

.
Best Retum on Capital ™,

for 2007 amongst al
Barnker

Annual Report 2021
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2nd Giobal Murnan
Resource Excellence
Award 2011 adminis-
tered by Giobal Media
Links in callaboration
with Better Pakistan

Pakistan; Transacton
of the Yesar Award for
2011 presanted by
Islamic Finance News

Transaction of the Year
2011 awarded by CFA
Society of Pakistan for
the private placement
and offer for sale of
Engro Foods Limited

Bank of the Year 2011
awarded by The
Banker

Top Comarate Finance
House (Fixed Income)
for 2011 awarded by
the CFA Association of

Pakistan

The Best Eaming

Markets Bank 2011
awarded by Global
Finance Magazine

Best Emenging Market

Barik from Pakistan for

2006 named by Gichal
Finanoe
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Corporate &
Imvestment Bank of
thi Yiear 2021

Asian Banking &
Finance

AWARDS

¥ \

- Transaction of the
1 Year 2021

paivian” Best Bank for Agrictiture
Institute of Bankers Pakistan
#— ——————

Annwal Report 2021

 Debt Deal of the Year

x

Best Trade Finance
Bank in Pakastan
2021

The Asian Banker

Best Corporate

Best Corporate &



£ %% NBP Ranked among Top-1000

%, | World Banks

Annual Report 2021
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Calendar Of f
Key Events é'

Annual Financial Statements 2020 Approved by the BoD
February 24, 2021

Analyst Briefing on Annual Financial Statements 2020
February 24, 2021

Vaccination drives conducted at the Bank's Head Office
February 28, 2021

72nd Annual General Meeating
March 239, 2021

15l Quarterly Financial Statements Approved by the BoD
April 28, 2021

MEINY 08 PRy
Prime Minister Inaugurates NBP's Low Cost Housing Program i L A
Mabile Unit, June 07, 2021 ;

74th Independence Day Celebrated at the Bank's Head Office
August 14, 2021

NEP Wan 'Corporate Client Initiative of the Year’
August 20, 2021

Half-Yearly Financial Staterments Approved by the BoD
August 26, 2021

NBP Won ‘Best Trade Finance Bank in Pakistan'
September (3, 2021

3rd Quarterly Financial Statemants Approved by the BoD
October 27, 2021

Analyst Briefing on 3rd Quarterly Financial Statements
November 01, 2021

NEP Won 'Award for the Best Bank for Agricullure in Pakistan’
November 10, 2021

NEP approved by ICAP as Training Organization Oulside
Practice December 17, 2021
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o L-q!-—-l
Pinktober '@

e
R TR
ol

“ 1 - - 1 1]
= =g i
P . e = =§ -l - : A4 4 & s T R e
A ‘ - =L d FeSESTH
j i L A 2= 5
AN s A y P ; 2 il
4! - ’ & (
[ - FY = - = - : E
-t Al = ] - - 8 I
et 1 ¥
>
i i % o

i

It's a Hat-Trick

Best Bank for Agriculture in Pakistan
3" Consecutive Year
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SNBP

g Aljtemaaw
' 1 AUTO FINANCE

In order fo cor t":"é e its share in the Islamic
sumer Banldng Business, NBP Aitemaad
Islamic Banking Group (AIBG) has re-launched its
~ auto finance product namely Aitemaad Hamsafar
‘Auto Finatice based on Shariah compliant mode
of “Diminishing Musharakah (DM).

IDG Shifts to
National Inclusive

Development
Centre at FTC
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Inauguration =N
of newly renovated = I %

KPT Branch |

TPL REIT Fund | recei_yeg its
first PKR 2 Billion
subscription from

Natlonal Bank of Paklstan
I
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NBP Matiomnal Bank of Pakistan
: O T i bys

NBPjoinshands o

ICAP to offer ¢
training CA students

7 "

14™ August is a good day to reflect on NBP’s endeavors ‘{}

and role under this government. For a nation to e 9

progress it must have a clear idea of its longer-term ;. — z

aspirations. U e R .-

Without this clarity it will neither be able to prepare a o S - [

coherent Roadmap for action nor adopt and implement e = o B e B

the policies that would lead towards the objectives. :.'E E : - E e . L;—:* ;
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Cepmts, BT A b BN — —

m Annual Report 2021



Whare The Nalion Banks

Awards 2021

PM Acknowledges NBP’s Efforts!

= wiasr=

Best Presented Corporate Report

Mational Bank of Pakistan has disbursed highest number of loans 1o
oesenang candidates umder Kamyab dawan Scheme,

WBF's afforts were recognised during 2nd Convention of Karmyab
Jawan at Comention Cantre, Islamabad,

AL this occasaon, Pame Minster of Pakistan awardad the trophy to NBEP
Pressdent . Arif Lismani,

Best Partner Banks Award

MWatons Bank of Pelistan won the Best Postner Banks Award n
Pekistan an the 10th Annfversany of Industrial and Coenmercial Bank of
China NBF over the years has proved to be the best comespordent
partner Bank of ICBC; both banks have been successfully coaborating
with each ather on different business avenuss

Tra Award was received by Amiad Imsan Khan, SEVP/Group Chiefl,
Intemational Instiiutions & Remittances Group who has recently joined
NEBP,

Mational Bank of Pakstan has besh awarded Cerificate of Mant af tha
much anticipated "Best Corporate & Sustainabilfy Report Awards
20207, The recognition was announcad oh August 27, 2021 jonty by
the Instniute of Chartersd Accountants of Pakstan 1CAP) and Institute
of Cost and Managerment Accountants of Pakistan (CMAR)

FOG atrive tovwarts quaiity reponting finally gob recognition this winning
a place on the list of winners for the 15t time in 2020 for the Annual
Accounts - 2018, ond has maintained this status for 2021 for the
Annual Accounts 2020100

Best Agriculture Bank Award

NATIONAL BANK OF PAKISTAN
"THE BEST AGRICULTURE BANK
IN PAKISTAN'
AT PAKISTAN BANKING AWARDS 2011

Annual Hepart 2021 m



BNBP i

Corporate Information

Mame of the Company Mational Bank of Pakistan

Legal Form A listed Public Limited Company established in Pakistan on
November 9, 1949 under the National Bank of Pakistan Ordinance 1949,

Accounting Year End December 31

Board of Directors

Mr. Zubyr Soomra, Chairman Mr. Arif Usmani, President & CEO
Mr. Fand Malik, Director Mr. Tawfiq A. Hussain, Director
Mr. Imam Bakhsh Baloch, Director Ms. Sacaffe Abid, Director

Mr. Asif Jooma, Director Mr. Ahsan All Chughtai, Director

Board Committees

1. Board Audit Cormnmittes 5. Board Inclusive Developmeant Committea
2. Board Risk & Compliance Commitiee B. NY Governance Council
(Sub-Committee of BRCC)

3. Board HR & Remuneration Committee
7. Board Intemational Franchises & Remittance

4, Board Technology & Digitalization Committes Commitiee (Dissolved on 24-02-2021).

Chief Financial Officer Company Secretary

Mr, Abdul Wahid Seathi Syed Muhammad All Zamin

Registered & Head Office Registrar & Share Registration Office
NBP Building L. Chundrigar Road Karachi, Pakistan CDC Share Registrar Services Limited, CDC House,
Phone; 82-21-89220100 (30 lines), 99-B, Block-B, SM.CH.S., Main Shahrah-e-Faisal,
92-21-89062000 (60 lines), Karachi, Pakistan UAN: 111-111- 500

Fhona Banking: 111-627-627

Auditors for 2021 Legal Advisors

Yousuf Adi AF. Ferguson & Co e vt & 2ator

Chartered Accountants ~ Chartered Accountants Advocates & Legal Consultants

Website Stock Exchange Listing
www.nbp.com.pk Pakistan Stock Exchange Symbol *"NBP"

Sl Annwsl Report 2021



Where The Malion Banks

(Governance

o Board of Directors

Board Risk & Board HR & Board

Compliance Remunerafion  Technology & _!r!:im h-marm:i:m Sharish Board Sloend faxkt
: Gommittee Committes Digttalization Development ‘Franchises & ' Committee
: Commiitse Caommities Remittancs
| oy NEP-NY Goverance Counca
e Lo (Sub-Cammittesof BIFRC)
= President / CEO

Key Executive Committees

Esterprise Fisk
Operatons Commitiss
i Committee of Approval for Managsment

Liaksty
Committee  Management  Committes

A Business Groups

Corporate & Inclusive Tmry&ﬂaﬂtﬂ Digital Barking
h'-'ﬁlmm
international,
Refall Banking ~ Altemaad lsamic Fm‘-_:iul&
Group Banking Group stifutions &
Control and Support Groups
Stestegy & Human Firnancia Audit&
g Management
)
Inforrmation :
Division Compliance- Opamtons &
Lewsad Technokogy St herisieai
s Group
Logstics
e Markaiing &
................................................. Handgamant e
Group Group
| Asset
Rk A _—  Recovery
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Mr. Zubyr Scomro

Lhaiman

Mr. Zubyr Scomm has been a career intemational bankar with 33 years
a1 Citibank In sermor - assignmants in the Middie East, Turkey, UK and
Pakistan, In 1997, he was asked by the Govermment of Pakistan 1o take
& lemve of gbsence from Citibank and retum to Pakistan to be Chaimman
and President of United Bank and restruotura it for privatization, For his
work @ LBL hewas swarded the Quaid-e-Azam Centaenary Gold Medal
by the State Bank of Pakistan in 2004, This was also In recognition of his
leading rokzin rafoemna in the banking sector as Chairman of the Pakistan
Banks® Asaociation, Thefeafler, he was invited by the Wodd Bank in
Washington £L.G., the IMF in Egypt.and the IFT in Bangladesh to spaak
on the restructuning of pubiic secior banks

Owver the fast 20 yvears, Mr. Socemro, has aiso been actively invalved in
financial inchusion and poverty alleviation and was the Chalrman of the
Pakistan Microfinance Investment Company, the apex entity for the
sacior majarity owned by UK and Garman Government rélated antities.
He has ssrved on the boards of Pakstan Poverty Algwation Fund,
LUMS, the National Education Management Foundation, LEBT,
AMdfchison Colisge, Acumen Pakistan and the US based, Gmemesn
Foundation and tha Indus Valiay School of Arts & Architecturs.

He has twice served on the Government’s Economic Advisony Courcll
(12987 1o 1889 and 2013 to 2018), bean & member of the board of the
State Bank of Pakistan, and on [he policy board of the Securities &
Exchange Commission of Palastan, the board of the National Imaest-
men| Tust, Chairman of the Board of the Komchl Stock: Exchanges,
Pregident of the Overseas Chamber of Commarce 8 Industry. and
Presidant of the Amencan Business Council,

Mr. Zubwr Soomio has a BSe Hons from tha London School of Econom-
icSLSE] and a Masters from the School of Orental and African Studiss
(London Linversity), He has also attended executive programs at the
Harvard Busiress School and tho Hanaud Kennedy Schoal in 2015,
2017 and 2020, In addition he recelved exlensive formal training in key
areas of commaercial, imestment and private barking within Pakistan
and globally white at Citibank,

Curently, aside from his being Chairman of the Bodrd of NBP, he is
Chairrnan of United Mational Bank in fhe LIK, and a board meamber of
EFG Harmes, Cairo, which s & lsading intemational financal senncas
group mwvolved n Investment banking, brokerage, consumer financing
and microfinance,

Anrwal Repoit 2021

Mr. Arf Ulsmiani was appointad Presicant and Chiel Executive Officer
of Mational Bank of Pakistan for a term.of three yvaars on the 12th of
February, 2019,

b, Uisrmard has over 40 vears of expenencs acrmss severl geogna-
phies and markets in vanows banking disciplines. He started his cansear
with Citi Pakistan in 1881 In the Corporate Banking Grows and since
then haid a number of positions with the company. From 1889 1o
1894, he was on-deputation from Citi in Saedi Arabia end then refocat-
ad to the Asia Pacific region, whera for five years he held a number of

positions In Singapore and Hong Kong.

Later, ke moved 25 CEQ 1 Citl Slovakia and n 2001 moved to Ch
Migeria as CEQ and Flegional Hesd for Citl in West Alnca. The [attar
role jmvohved management of Citi's Franchises in Nigera, Cote
d'lvoira, Cameroon, Gabon, the Republic of Congo as well as
Sermgal. In 2003, Mr, Uemanl moved back to Saudi Arabla gs the
Chiaf Risk Officer of the Samba Financial Group and in 2008 was
appaintad, GED of Cit's fmnchise in Pakistan,

i 2012, Mr, Usmani sft Giti and was appointed as Group Head for
Wiiadesale Banhing at Abu Dhabi Islarmic Bank in Abu Dhabi where he
spant five years establishing the bank as a premiss player in the
cofparatle finance spaoe, In @017, na joired Mashreg Bank in Dubaias
Chief Resk Officar which was his last assignmeant baefone moving back
o Pakistan to join NBP

Mr. Usmani holds a First Class BSc (Hons) degres from Impenal
Caotlege, Unhersity of London and s atso an Associate of the Foyal
College of Science (ARCS),
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Asif Jooma

DChrector

Mr Aslf Jooma started his carser in the corporate sector with 101
Pakdstan Limited in 1983 and has over 35 years of extensive
experience in senior commercial and leadership roles.
Foliowing his eady years with IC| Pakistan Limited and
subsaquently Pakistan PTA Limited, he was appointed
Managing Director of Abbott Laboratones Pakistan Limited in
2007. After sarving there for nearly six years, he retumed to ICI
Palistan Limited as Chief Executive in February 2013,

Mr Jooma has previously served as President of the American
Business Council, President of the Overseas Invesions
Chamber of Commerce and Indusiry (OICCI) and Chairman of
the Phamma Bureaw. He has also served a5 a Director on NIB
Bank Limited, Engro Fertilisers Limited and Director and
hMember Executive Committes of the Board of Investrment (BON)
- Govemnment of Pakistan. Mr Jooma currently serves on the
Board of NBP, Systems Limited, Pakistan Tobacco Company
Lirmited and Intemational Industries Limited.

Mr Jooma graduated cum laude from Baston University with a
Bachelor of Arts in Development Economics. He has attended
Executive Developrment Programmes at INSEAD and Harvard
Business School,

He is on the Board of Govemors of the Lahore University of
Management Sciences (LUMS) and a Trustee of the Duke of
Edinburgh's Awards Programme whilst previcusly siso senving
an the Board of Indus Valley School of Art and Architecture
(IVSAA).

Where The Nalion Banks

Mr, Tawfiq Asghar Hussain brings with him 45 years of diverse
& rich intemational experence in Commiercial & Central
Banking. He started his career in 1976 with Amencan Express
Bank [AEB) in Pakistan and was appointed its General
Manager, Philippines, in 1984, In late 1995, he became the first
Pakistani Country Manager of AEB in Pakistan.

In September 2001, he was also the first person from private
sector to be appointed Deputy Governar, State Bank of
Pakistan, & served two terms in that position, During his tenure
in SBP, ha led its capacity building in critical areas like Fisk
Managemant, Banking Supervision, Resene Management
atc.. and participated in the banking sector reforms, banks’
privatization program & market ibemlization. As g nominee of
SBP, ha concurently served on the boards of Securty &
Exchange Commission of Pakistan and Pakistan Security

Mr. Tawfig Hussain refumed fo fihe private sector in 2008 and
was appointad President & CED, Samba Bank Ltd., Pakistan.
He stabilized it & tumed # around Info & liguid, strong &
sustainably profifable bank, practicing highes! standards of
corporate govemance & business sthics, Retired from the bank
in September 2013.

Currently he v CEQ of Pakistan Banks' Association (PBA). He
has also served as the non-executive Chaiman of Pakistan
Institute of Corporate Govemance, Director of Pakistan Stock
Exchange & Chairman of its Regulatory Affairs Commitiee.

Mr. Hussain is MBA from nstitute of Business Administration,
Karachi.
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Mr. Farid Malik has over 25 years of diversified experence and
has waorked on a number of infrastructure development, project
finarce, corpaorata financs, capital marksts regulatory adminis-
trative and operational assignments both in Pakistan and
sbroad. He is a CFA charter-hiolder and a graduate of the
Landen Schoal of Economics.

Mr. Malik has sarved as the Chief Executive Officer/ Managing
Oirector of LSE Financlal Services Limited (formerly Lahore
Stock Exchange Limited) and has also worked with Tomen
Power (Singapore) Ple. Limited and The Securities and
Exchange Commission of Pakistan. During his various assign-
mants, he has had extensive exposurs to green-feld project
based equity vestments, limited recourse debl financing
facilities, cross border project financing fagilties including
export cradit agencies and multilateral lending agencies financ-
ing faciities, nsk allocation & management technigues includ-
ing hedging through denvative nstruments, due dilgence
methodelogies, portfolic management, eguity and fixed
income valuations, financial analysis, asset securitization and
capital market oparations and regulations.

He s currently also on the Board of Fauji Akbar Portia Marine
Terminal Limited and has also served on the Board of Central
Depositary Company of Pakistan Limited and National Clearing
Company of Pakistan Limited. He is a Certified Director from
Pakistan Institute of Comporate Governance.

Mr. Mallk has also previously served on the Boards of the
Privatization Commission, the Guranwala Electnc Power
Comparny Limited and the Pakistan Credit Rating Agenty
Limited. He has also attended a large number of intemational
and local managemen! courses, seminars and workshops
conducted by world renownad providers,

Anrwal Report 2021

Ms. Sadaffe Abid

Direcior

Ms. Sadaffe Abid is 8 socisl entrepreneur bringing expaenence in start
UpE, woman's empowerment, leadership developrnent, digital -and
firmncial inclusion. Sha i the founder of CIRCLE Women Assoclation, &
leading non profit working on Women's econormic: empowemant and
and entrepreneurship, CIRCLE's flagship inmative, Tech Kam bngs
digital skills like coding to youtn espacially women from under served
commuinities 1o brdge tha digital gender divide and empower womsn
freough technology, Graduates of Tech Famn have jorad the tech secior
as software engineers or bacoming part of the gig ecanomy. Tha Digital
Literacy Project designad under the pandamic with LIN women suppan
bring basic digital teracy, business and life skilts to winambla women
using smartphones. Tha goal 8 now 1o scaks thes mnovation across the
country,

With only 268% women in the formal econoimy. Ms: Sadalfe designed
Elevate to mobize CEOs, business leaders. startups, acadermia and key
stakeholders to commit to gender diversity, builld diverse and inclusive
work cultures and invest in women and gils She provides advisary
senvices 1o grow Elevate to-the regicn. Furthermone, she brought "She
Loves Tech™ the worlds fargest women and start up competibon to
Pakistan in 2007 fo showcasae women tech start ups with the winner
N 1o-a giobal piatiorm in Baijing, Ms. Sadaffe was a founding rsam
memiber, GO0 and later CEO of Kashf Foundation, a Forbies 50 global
micro finance proanization that she halped grow o 300,000 womsn
clients In Pakistan delivering a menu of financial products to under
sarved communities. She has ales worked as a consultant for World
Bank, Intematonsd Fnance Corporation (FC), Jaganesa ntamational
Corporation Agancy (JICA} amongst others advising on leadarship
development, women's empowermant, digital and financal inclusion,

Ms. Sadafle 5 INSEAD's Sociol Enfreprensar-m-Residenca. She chars
the Inclusve Development committes of MNationad Bank of Pakistan to
promote agricutiues, SMES, women's empowerment and financial
inclusion. She b5 also on the board of Pakistan Microfinance Metwork
Sha has bean advisor 10 the giobal Del Women Enfrepransurship
Mebwark [DVWEN), She complatad har Masters at the Haram Kannady
School, Advanced Managament Progam at INSEAD and her BA. a1
Achipvernent award in recognition for har senvices.



Mr. Imam Bakhsh Baloch

Director

Mr. Imam Bakhsh Baloch started his banking caresr in 1974
with. United Bank Ltd., as Officer after graduation from
University of Balochistan, Cluetta. He served in UBL from
April 20, 1874 to October 19, 1974. Then he joined National
Bank of Pakistan on October 23, 1974, He served NBP for 40
yEars in varous capacities and remained posted in USA for 10
years, He served in Senior Management positions for 24 years
in NBP and received vanous awards during his service In NBF,
His last posting was as SEVP / Group Chigf, Audit and
Inspection group In NBP Head Office. Ha served as Chairman
Audit Committes, First Women Bank Lid for 6 years, Mr, Imam
was on the Board of Security Leasing Corporation Lid, for a
year and hall, He alsg served as Caretaker Finance Minister
Govemment of Balochistan from June 12, 2018 to August 18,
2018. In addition, he also served as member Board of
Directors APNA Bank and Charman of jis Board Audit
Committes from August 18, 2017 1o June 17, 2019, Cumently,

he is serving as Member Selection Board, University of Turbat,

Mr. Imam has also obtained degree in Law from University
Law College, Quetta in 1897, Passed Institute of Bankers of
Pakistan Exam in 1288, He has gualified Professional Banking
Exarnination of Amearican Institute of Banker in 1985, Recelved
various certificates in attending various courses in banking.

Where The Nalion Banks

Senior Barnker [/ Financlal Sector / Public Policy and
Developrmant / iInvestrent and Planning’ PPP Specialist

Key Skils: Firanclal sector, Infrastructure structuring,
davelopment, implemeantation

Independert Director nominee on the Boards of Lahore Blectic
Supply Company Limited (LESCO} and lslamabad Blectric
Supply Company Limited (IESCO).

Over 42 years of banking and consulting expenence with

intemational and domestic banks, Provinclal Government and
its agencies, MLAs and other foreign donor agencies
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Chairman's
Review

Dear Shareholders,

The tenure of your curment Board, inclusive of the President and
Chalrman, is nearing t's end. In this contaxt It is important that | highfight
ihat our focus has been on buiding a platfomm enabling accourtabllity at
all levels, and developing a corporate cutture based on pedomancs and
maerit that protects the bank going forward, and curtails misuse of the
Bank's agseis.

To this effect, substantial effons wens made in obtaining a repeal by the
govemment of butdated and wrongly used Stalil Service Rules of 15873
With sirong suppor! from the Ministry of Finance this repeal was
approved by the Federal Cabingt in Apnl 2021, and your Board then
instituted fresh Rules o facilitate putting your institution at par with others
in the banking sysiem in attracting, rewarding, and retaining the talent
necessary for the National Bank of Pakislan to compete.

To put in place a culture of performance management meant bringing in
and suppading a semior team of experenced and couragsous prifes-
sionals. They wera chargad with stnct implemeantaion of the bell curve
cancept, the rentroduction of promotons, and taking steps 1o Improve
stafl compensation. All this was to be done entiraly on a men basis. This
team had to deal with and resist strong intemal and extemal pressures
anid now o sustain our reforms, the governmant will nead to protect stalf
agains! umwarranted and unjustified harassment by government institu-
tions and officials,

The systems and confrols in your Bank were also outdaled and weak,
and through both negligence and fraud, had resulled in significant losses
across the branch network, Major operating accounts of the Bank itself,
were unreconciled over many years and alerts raised had piled up
similarly. Revamped leadership i both retail and operations has
addressed these problems and also improved the quality and tmaliness
of pur firancial information. The aim now has 1o ba on fully centralizing
key areas ke account opening and trade which will alss help enhanca
customer service, These major efforts have benefitted from: the close
oversight of our Board Audit and Compliance Commitiees

Thie cortinuing problem of software thal was 13 upgrades behind and
intermnally supported, had kept your Bank il eguipped against today's
compatition and risks, There had been an understandable reluctance in
praceeding on substantial investments that would leeve Bank officials
vulnerabde to later harassment. Your Board faced this issue haad onand
drew mn gualfied vendors who were engaged through structured
arangements with guidance from an active Board Technology Commil-
tee. Our Core Banking Apphcation upgrade is now undenvay and should
be completed by the end of next year and poasition the Bank weall agains!
its competitors in loday’s Increasingly digital environment,
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Our credit portfolio has had a poor history with uncontrofled
exposures and excessive concenfrations incleding o marginal
names. The nsk architectura of the Bank has thus been matenially
revamped and speciic restrctions brought in 10 reguirs the approvals
of designated Senior Credit Officers alongside business heads so the
quality of assets is reinforced through assessments by skilled and
indapendent seniors. This should help going forward, but the Bank's
record of weak private and public sector credits will take years o
remady, The Governmiant itsell should set an examgple by paying
overdue interest on oovemment guaranteed inans which presently
amounts o aboul PKR 42 Bn. While our problem recognition and
provisioning has been good, our efforts al altracling quality senior
talent to manage the NPLs, has not been successful and nesds to be
given greater prioity. No doubt expenenced and qualified bankers
have been hesitant 1o take on the responsibilties of dealing with
substariial exposures nvalving both negligence and fraud but
practical and workable solutions have o be found including breaking
up the portfolio into smalier segmants refiecting the mature of tha
credits.

It was recognized that the institution was not equipped 1o oversees and
manage an intamational franchise spanning 18 countries where
siaffing appoimiments may nol have bean on menl. compliance
related skills and standards inadequate and clear strategles lacking
and credits unwisaly extended. A pull back was nitiated and the
closure of ten franchises commencad in markets that had potential
buit our ability 1o manage them was in question. Historical weakness-
eswere, however, severe, and despite the Bank’s investment in both
talent as well as technology. the Bank was subjecled 1o regulatory
penalties for noncompliance relating to years before this Board and
management ook over, These have been duly provided for in the
accounts and the Bank's above mentioned Investments position it
well 1o avoid non recumence. The intemational franchise though,
corfinues 1o need atlention particulary in Bangladesh for recoveries,
in Saudi Arabia to crystalise is strategic direction (branch growth vs
its small equity in @ Saudi bank)-and in the other slay localions 1o
esiablish streambned businesses that avoid lkending in distant markets
and instead address the needs of our expat communities and country
ter country trade flows.

NEBP's vision should be refocused to minimize bending to large compo-
rafes whera tha Bank only adds #s batance sheet strangth and usually
at inadequate spreads. Let the private banks deal with thoss opportu-
nifies. Instead it's the credit deprivied medium sized companies whose
needs the Bark should address with products that are tailored to
transactions and shorter tenor risks. This sagment that makes up the
couniry's manufacturing heartiznd has the potential for considerable
growth especially in the supply chain sector bul has lacked the credit
ta reach for it

While doing that NBP should also focus on delivering better service
and produets 1o the current and ex govemment employess who have
been our dients but not recenved the dedicated attention thay shaould
from our branch network. A consumer franchise bult around this
proposition leverages our niche and should help retain customers
urder threat from compstiion.

Where The Nalion Banks

Over and above this, it is the underserved segments of micro and

small businesses, the needs of small farmers o Increase productivity,
and the massive housing shortages at the lower income levels that
ment our engagement and commitment. In these sectors we need to
do much more and our precccupations with the demanding but
problematic comporates has distracted us from our pumosa. For our
govemments 00, encouraging commercial banks owards the
requirements of lower income groups s unlikely to be as successiul
as daveloping modats o work through microfinance providers who
know these types of clienis well and who already deal with about B
million bormowers as against the 2 million borowers of the commercial
banks. A wholesale leveraging of the microfinance network would
deliver saler and more effective solutions in less time than the biager
banks would take to work through their buresiicracies and systems.
Qur Board Committes of Inclusive Development has worked hard in
this direction but matenal progress commeansurate 1o the opporunity
at hand has eluded us.

Overall this year your Bank has perdormed well despite the substantial
hits due 10 overseas requlatory penallies and provisions necessary for
one large and eatiier booked exposure. Our ability to look alier our
smalier sharehoiders has been restricted by the necassity of providing
for the past but we are now getfing out of that and the ane large poten-
tial charge relating to cur pensions case is the main one that remains
bt that shoulkd not prevent us from seeking to reward long standing
small investors in our institution,

There = much o be proud of in our achievemenis of rebuikding this
natonal instiution and the incredibly hard work put in by the Prasident
desarves mention as does those in the front ine of the change effon
for their persistence, professionalism and courage. From our Board
there has been great contribution through difficull Covid dominated
times with enomnous atiention to detail in dealing with our many
problems through commitiees and through Board meetings. Our
thanks go oul 1o our requiators, particularly at the State Bank, for their
guidancs, vigitance and accessiblity at all imes. From our prirmary
shareholder, the Ministry of Finance, we received invaluable support
in getting the 1873 Staff Service Rules: repealed and this action
taciitates the development of an accountable and performance
drven corporate culture. At the same time though | must express
disappaintment in our portiofio issues relaling to the PSEs where
further suppon is needed. This will be chbical to enable us 1o weather
any storms relating 1o any adverse court decisions in other areas. The
govemment's support in saleguarding our professionals from unwar-
ranted harassment by other government institutions and Individuals is
alzo essential to protect the reforms we have been lorfunate ensugh
1o brirg aboul.

In closing let me thank all our stakeholders, including our staff who
have lived through many changes albeit ones designed fo strengthen
the institution they support and serve. Our opporunitias are consider-
abie and to reafize them we should proceed firmiy and with resaive,

Zubyr Soomro

Chairman
March 08, 2022 , Karachi

Annual Report 2021



NBP Matiomnal Bank of Pakistan
‘ LI A TN

CEQO’s
Review

To our shareholders, regulators and clients,
To my colleagues,

| hope this finds you safe and well

It is my pleasurs to share with you the 2021 NBP Annual Repar. |
begin by thanking my 15,000+ colleagues for sarving the Mation and
delivering strong resulls In these challenging timas. | also thank our
Board of Directors far their leadership and guidance over this period.

Three vears back, when | joined this Bank In Feb ‘2018, we
embarked on-a mult-year joumay 1o becoma a ‘batter’ bank, Over
the years, lack of attention to identified structural and operational
lapses, had weakened this franchise and resulted in both finanoial
and reputational losses.

A Refreshed Purpose

Aswae started, we didn't want NBP to just be a larger version of other
Pakistan commercial banks. Our raison d'étre s to daliver and
support the State’s pronities around Pakistan’s developmental goals
andd “Tor be the Mation's leading bank enabling sustainable growth
and inclusive developrmant”.

Our first response lo these challenges was to ensure that our
arganizaton was structurally balanced and alignad with its vision and
goals were aligned with fhis vision. | belisve, NBF has made steady
progress despite dificult extermal and intemal challenges towards
fiwing many of its chronic issues. Sustainable change is underway at
the Bank following reforms pul in place coverng govemance,
accountability and culture. We are making progress by addressing
root causes of the chronic problems that the Bank faces and by
holding ourselves accountable by tracking our performance in areas
where wa nesd 1o improve.

Right Business Model

The heart of our operations 1 our domastic network of 1,500+
branches which have bean revamped by strangthening our control
and compliance environment, product innovation and Increased use
of technology. Within the corporate bank, we focus on large
corporate and institutional customers 1o meet their avolving needs
for bank debt, cash management, trade, investments and eguity &
debil capital markets. A strategic decision which has served us well
was to carve oul our relations with the Governments inlo a separate
business line, instead of managing this within our retail banking
activity previously, Our sanvice quality, however, particUlarly in the
personal customer segment. remains an issue requinng mare
attention.
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Our Inclusive Development Group has also recorded satisfactory
results with focus on priorty sectors Including Agr.. SME,
Women, CSR and G2P initiatives. Under the Government's Low
Cost Housing initiative, NBP stands at No.1 in terms of number of
loans disbursad to 1,000+ families:

This year, our Islamic Banking franchise, achieved PKR 100 Bn
milestone of total assets (2020: PKR B3 Bn) while diversifying its
product suite by introducing e.g. PayPak Debit Card, Hamaafar
Auto Finance, SBP Micro Payment Gateway (Haast), elc,

In ling with Instructions from the Prime Minister's Office, we
conducted regular Khuli-Kachehr (telephonic open  dialogue
sasslons) every month whenein the general public can call in and
discuss their issues regarding the Bank.

As the digital revolution continues to gather pace, NBP faces
sefious challenges as our compstilion across the Doard
unleashes naw digital offerings for clients. We have established a
Digital Banking Group to priortise our sfforts focused on assisting
the Government in managing their G2P and P2G transactions.

Govemnance, Control & Compliance
In paraliel with business growth initiatives, we continued to
progress with the remediation of legacy Issues in the area of Hisk,
Assat Quality, Operational Effectiveness, Intemational Franchisa
and HA. Despite our chalienged starting point in 2019, we have
made considerable progress on most of these ssues via
significant strengthening of key personnel in critical positions.

HR Governance

Wea continued to revamp our HR policies in ling with global bast
practices, One example was the new Staff Sarvice Rules-2021
which replaced the Staff Service Rules-1373, These new rules
allow the Board and the management 1o issue fresh policies/rules
to pramate aceountabifity and meritocracy In tha Bank.

Another significant achlevement made was I the matter of
litigation in respect of disparity in remunerations paid to two
diffarent categornies (MTO/NMTO) of employess. We have sattied
~75% of ~4.400 cases by enlering into out-of-court settlement
agreements invelving a financial outlay of around FKR 11.0 Bn.
Ancther uphill task yat to be considered is merging the two
classes of employess e those appointed on three-year
contracts (which usually gets rofled-over) and those who wers
hired decades ago. Pesalving this is critical for the long-term
sustainability of the Bank.

Audit, Risk & Compliance

In early 2020, following a major fraud avent at two of the Bank's
branches, we embarked on an enhanced control joumey and
strengthened the Bank's critical operational risk, compliance and
audit efforts. A Centralised Operations Control Centra (COCC)
was created at the Head Office where daily monitoring of key
operational risks i now underaken on a T+1 basls under an
initiative which we call ‘Project HOW' (Head Office Watch), Key
activities of each branch are tracked and remediation of identified
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gaps Is Immecdiate and priodtised on a tisk differentiated basis by
amount and severty. This is proving to be an effective toal for
near real-time monitoring of branch-level activities for fraud
prevention and detection of any SoP violations. Cur audit function
realignad the audit strategies and methodaology in key risk areas
to assist the Board Audit Committee in discharging its oversight
responsibiliies. An e-Audit software has been deployed to
automate branch lavel audits in the challenging environment.

For better risk and capital management, we have redesigned our
Risk & Credit govemnance construct and upgraded risk
management frameworks, policies and procedures. A few Include
introduction of obligor concentration policies, ihdustry specific
and generic risk appetite frameworks, expected credit loss modal
under [FRS-9, stress testing for efficient capital managemaent,
value-at-risck models for market and intemal  vulnerability
assessment tools, etc. We are continuously reviewing our
portfolia, to identify accoums and industries susceptible to higher
than usual risk.

Following an enquiry in the case of major loan default by an oil
marketing company with MBP and several other private and
publlic sector banks, the Fedeml Investigation Agency has
registered a case incriminating, inter alia, several current and
ex-employees of the Bank. While the matter s under
investigation, wa have further strengthened our credit policies
inciuding nsk concentration guidelines and credit admimistration
guidelines for post disbursement monitoring. As also discussed in
the Directors’ Report, NBP, in consultation with its regulator (SBP)
continues to supporn the investigation to its rightful conclusion.

Compliance & Risk Management at New York
Branch / International Franchise

Consequent to deficiencies reported by our US regulators over
last several years in thelr annual supervisory examination of our
New York branch, on February 24, 2022, the Bank agreed to
consent orders with the Federal Feserve Board, the Federal
Reserve Bank of Mew York (FREBNY), and the New York State
Department of Financial Services (NYDFS), the US regulators of
MBF's New York branch. The agreemsnts include civil panalty
totaling USD 554 Mn (PKE 9.8 Bn) focusad on histonical
weaknesses n'the compliance program. This matter has also
been cavered in the Directors’ Report to the shareholders, There
were no findings of improper transactions or wilful misconduct.
Going forward, the Bank and the New York branch remain fully
commitied to satisfying the regulators’ expectations.

Overall, given the sub-optimal performance of many of our
overseas operations, we have prudently consolidated and scaled
back our intemational footprint. We are pursuing a strategy of
selective growth with focus on trade;, remittances and Fls
business. We have also rejuvenated our recovery efforts on the
overseas NPL portiolio,

Data & Technology
One major challengs facing this institution was to upgrade the
Bank's technoloay / core banking system, On October 30th,
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2021, a cyberattack was detected on the Bank's servers which
impacted some of its services. Immediate steps were taken to
isolate the affected systems from the core servers. While
continuity of business operations was ensured with minimal
possible dsruption, no direct data breach or fimancial loss was
detectad. The Board has also racently approved the upgradation
of the Cora Baking Application. This will enabile the Bank to batter
serve its customers, introduce additional products espacially In
the digital space and above all significantly snhance iis
operational controls.

Strategy Translating into Impressive
Numbers

Our financial results validate that our strategy is working well
despite the general strass the aconomy expananced aver the last
two years. We have delivered strong performance fn 2021, with
the highest ever PBT amounting to PKR 52,9 Bn showing a
capacity for sustainable capital generation. Our operating income
remained under pressure-an multiple grounds including the costs
of addressing the pandemic, the loan loss provisions taken to
strengthen our batance sheel, subduad quality loan growth and
policy responses that led to much lower interest rate during maost
of the year.

Profitability

Through our three years' joumey since 2019, the strang and
impressive financial results, as discussed In detall elsewhere in
this report, and summarized beiow, Indicate our success, With
Met Interest Income of PKR 976 Bn and Non-Fund Income of
PKR 36.9 Bn, total revenue Tor the year 2021 closed at PKR 1346
Bn. Despite high inflationary pressures, total administrative
expenses for the yvear 2021 amounted te PKR 80.0 Bn, and
provision charge stood at PKR 11.9 Bn. Despite the PKR 9.8 Bn
of civil penalty in the US operations, profit before tax amounted to
PKF 52.9 Bn which 5 14.4% higher as compared lo PKR 46.2 Bn
in 2020 and i=s also the highest ever In the history of the Banlk, Net
of taxes, profit after tax stood at PKR 28.0 Bn le. 8.3% down
YaY. With PKR 74.4 Bn in after-tax profits in the last three years,
shareholders’ net assets Increased by 38.3% from PKR 206.9 Bn
at the beginning of 2019 to PKR 286.2 Bn at the end of 2021,

Morsover, after identifying and dimensioning the asset quality
issues, we created provisions of PKR 48.8 Bn over the last three
years. Thus, cumulatively, our balance sheet stands strengthened
by PR 119.3 Bn since the baginning of 2018, Thess rasults have
bean deliversd despite multiple challenges and headwinds
amidst the Covid-19 pandasmic and a significant drag due to
non-payment. of mark-up in cerdain legacy public-sector
non-performing loans and the Covid-18 related flexibility and
repayment relisf provided 1o customers in néed. Despite the
higher inflatienary trends, induction of additional talent, promation
of around 1,700 employees and significant pay increases, our
effective cost controls have brought the cost-to-income ratio
(excluding the impact of civil penalty of PKR 8.8 Bn) down by 13.1
percentage points from 57.7%6 in 2018 to 44.8% in 2021,
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Balance Sheet

Owver the [ast three years, wa ook decisive actions to strengthan
our capital position, in recognition of the extemal aconomic
chalienges and the significant HR related contingencies pending
at the courts. Endorsed by our reguiator and many sharshoiders,
our actions have eénabled the Bark to manage through the
economic headwinds and produce long term sustainable results
for its stakeholders, In challenging times, a strong balance shest
is critical, Our efficient strategies have translated into an 11.2%
compaounded average balance sheet growth as it reached PRR
3.85 Trilion compared to PKR 2.80 Trillion at the start of 2019
We achieved the PKR 3 Trilllon milestons in depasits which
increased by PKR 600 Bn, of which 80% or PKR 477.4 Bn wera
customer daposits. As we pursued & prudent and selective loan
growth strateqy, net advances and total RWA's recorded a
moderate growth of 13.2% and 12.5%, respectively,

Funding & Liquidity

Throughout the year, the Bank maintalned optimum levels of
funding and liquidity through a sulficlently diversified (by type and
maturity} funding portfolio, The Bank's liquidity coverage ratio
stood at 164% (2020;180%), and the Net Stable Funding Ratio
stood at 278% (2020:256%) well above the statutory minimum of
100%.

Capital

Our CET-1 ratio and Total CAR as at Decembier 31, 2021 stood &t
15.4% and 20.4%, respectively. These ratios are well above
reguiatory minimums, and demonstrate a strong buffer. The
stronger balance sheel and capital position mean the Bank can
make cholces about our futume from a position of sirangth and
stability. The AAA credit rating and Stable outiook assigned to
NEF reflects its conservative capital structure and a strong
balance sheat.

The Future

Owerall, as | complete my three years tenure, | would like 1o thank
my colleagues, customars; the NBP Board, SBP and other
stakeholders, for having given ma the opportunity to serve this
great insfitution, My stint here was a amall step in the on-going
jourmay of NBP as it continues to transform itsell inte a modemn
and efficient company well equipped to daliver against its Vision.
If one element would characterise our success it would be that
our customers ‘want’ to deal with us rather than to *have’ to deal
with us!

Hfirmly befieve that strong executive commitment to our refreshed
Viston is what will continue 1o create value and deliver reliable
returns for all cur stakeholders, In Sha Aliah,

Arif Usmani
President/CEQ
March 08, 2022
Karachi
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Directors’ Report to the Shareholders

Standalone Financial Statements

Dear Shareholders,

On behalf of the Board of Directors “the Board", we have pleasure
in presenting o you the Annuzl Report of the National Bank of
Pakistan "MNBP" “the Bank" together with the audited financial
statements for the year ended December 31, 2021 and the
independent  Auditors’ Report  thereon, These financial
staternents of the Bank faify present ts state of affairs, the result
of its opermtions, cash flows and changes in equity,

Macroeconomic Environment

The V-shaped recovery Initially obsarved in 2021, emers 2022 ina
weaker position as the Global growth s now expected to modar-
ate from 5.9% in FY21 to-4.4% In FY22. Driven by accommoda-
tive maonetary and fiscal policies, the Pakistani economy recorded
robust growth in 2021 which has bean revised upwards to 5.37%
from earfier 3.9% (due to change of base year for GDP at
constant basic prices from 2005-06 to 2015-16), while the size of
the economy is reported up at $346.8 Bn from the provisional
estimate of USD 296 Bn.

During 1H'22, macro indicators maintained momentum growth in
Jul-Dec. LSM growth, which was 14.9% in FY'21 (-10.2% during
FY'20), posted 3.3% growth duting Jul-Nov FY'22. As agriculture
cradit disbursement recorded a 3.9% Increase and reached PKA
641 Bn (PKR 617 Bn SPLY), output situation is expected to
remain smooth. Fiscal deficit during Jul-Nov FY"22 stood at PKR
851 Bn Le. 15.7% up against PKA 822 Bn in SPLY. In terms of
GOP, it has been contaned st 1.5% e similar 1o that of SPLY,
Wheraas, the primary balance posted a defict of PKR 36 Bn
{0.15% of GDP) during Jul-Nov FY'22 against the surplus of PKR
216 Bn (0.45% of GDPF) fast year. Tha Ministry of Finance has
reporfed a 35% arowth in tax collections during Jul-Dec FY'22,
leading to a net 79 increase in federal revenues to PKA 1,482 Bn
against PKR 1,391 Bn of SPLY. On the othér hand, total expandi-
tires increased by 21% mainly due to shamp rise in subsidies and
grants.

As worker's remittances continued thair unprecedented streak of
above USD 2.0 Bn for the 19" consacutive month in Decambear
2021, Pakistan ended CY'21 with a strong 19.3% Yo growth in
remittance to achiave §31 Bn compared to USD 25.86 Bn in
CY20. A healthy trend s also observed in DFl as the same
increased by 20.1% during Jul-Dec FY'22 and reached 51,0566
Mn ($879.7 Mn last year). Amid inflaws into the Roshan Digital
Accounts (which have crossed 52 Bn in the one year since
launch), Pakistan's total liquid FX reserves stood at $22.1 Bn at
end Jan'21 and are expected o strenagthen as talks between fhe
IMF and the Pakistan government on the review of the $6 Bn
Extended Fund Facility are belleved to be progressing in the right
direction. During this perod, while exports (mainty driven by

texties) grew by 24.8% to $15.1 Bn, total imports: in Jul-Dec
FY'22 increased to $40.6 Bn, posting almost 70% growth.

However, this sconomic pick-up has triggered micro Imbalances
as the cument account deficit widened to $8.0 Bn {5.7% of GOF)
during Jul-Dec FY'22. Also, average headline inflation during
Jul-Dec FY'22 was 9.8% (8.6% during SPLY), somawhat higher
than the SBP's initially projected range of 7.0% - 9.0% for FY'22.
SBP has recantly revised expected inflation to linger in the
near-term at 9%—11% in FY'22 and to ease to 5%6-7 % in FY'23.

Faced with senous choices in balancing the short-term needs of
fighting the pandemic and the long-term challenges to maintain
sustainable growth, SBP has taken measures to lower the
inflation and comect the macro imbalances. These measures
include a cumulative 275bps increase (from 7% kept since
Jun'20) In the policy rate since Sep'21, higher bank cash resarve
requirements, regulatory tightening of consumer finance, and
curtaliment of non-essential Imports. Subsequent to these
measures, the curment account defict appears 1o have stoppead
growing since Nov'21 and the non-gll current account balance s
expected to achieve a small surplus for FY'22. Finally, and impor-
tantly, the enactment of the recent Finance (Supplementary) Act,
2022 represents significant  additional fiscal consofidation
comparad 10 the budget and has lowerad the outlook for inflation
dlavated over the next fow months, close to the upper end of the

-average iflation forecast of 9%-11% in FY'22.

Pakistan stock market witnessed a challenging year in 2021
underperforming to regional markets as well asset classes amid
concerns on extemal accounts, currency depreciation, geopoliti-
cal uncertainty, delay in IMF program, and MSCI's announcement
of Pakistan's reclassification to Frontier Markets — which further
spurred foreign selling, Share prices of the top 100 companies
listed at the PSX improved by a net 2% during 2021, pushing the
banchmark KSE-100 index to 44,598 ponts at the close of
trading on the last day of tha CY'21.

Banking industry reported healthy profits made not only on
fnvestment In government debl securities but also on povate
sector credit as net lending to the private sactor got a boost on
the back of extraordinary monatary easing and fiscal stimulus
package of the government. During the first half of FY22, private
sector credit cumulatively grew by 13.4%, largely driven by
ncreased demand for working capital loans especially by rice,
textile, petroleurn and stesl Indusines.

Principal Activities

Principal activities of NBPF during the year remained same as in
prior year and included general banking services, oredit, ATM and
dehit cards facilities, investment banking advisory, treasury and
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capital markets, housing and general finance, transaction
banking, cash managament, digital banking, intemational trade &
emittances, etc. The Bank's subsidiaries offer banking services,
currency exchangs, modarba, fund management and secunties
brokerage services.

The Board, Board Committees
and Board Meetings

The Board continues o have oversight of management's ongoing
efforts 1o iImprove outcomes for customers and colleagues and
get the basics right, including a strong focus on the remeadiation
work required in fimancial crime risk managemaent. It is the respon-
sibility of the Board to ensure that adequate policies and frame-
works are in place to recognize all significant/! matedal risks to
which the Bank is / may be exposed and that the required hurman
resource, culture, practices and systems are adequate to address
such naks. The Board and its relevant committes; Le. BRCC and
the executive managemant along with its relevan! committess L.a.
Management Credit Committee, Enterprisa Risk Committes,
ALCO, eto. are responsible to ensure impleméntation of the sk
management. framework, A Statement in compliance with The
Listed Companies (Code of Corporate Governance) Regulations
has been made separately,

Explanation in regard to Emphasis
of Matter Para in the Auditors’
Report

The axternal Auditors have included Emphasis of Matter by
drawing attention to Note 25.3.3.1 to the financial statements
which explains the contingency in relabon to litigation by retired
employess of the Bank for pension benefits. Based on the advice
of the legal counsels. the Bank has reasonably strong legal
grounds to convinees the Honourable Supremea Count for review-
ing its earlier judgement. Therefore, pending the decision on the
review petitions, the financial Impact of the subject cass has not

NATIONAL BANK OF PAKISTAN

IS ENABLING WOMEN ENTREPRENEURS IN FULFILLING THEIR

DAEAMS THROUGH THE KAMYAB JAWAN SCHEME

More than 1,000 female customara have bullt their
businesses using the services of National Bank under the
Kamyab Jawan scheme.

National Bank of Pakistan is-the first and only bank to
achieye this milestone,

NBP is honored to lead the way in promating SBP's

“Bankifng on Equality” policy to promote access to
financial inciusion in Pakistan.
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been included in the financial statements for the year ended
December 31, 2021.

Material changes subseqguent to
the Balance Sheet Date

In February, 2022, the Bank and its New York Branch agreed to a
consent order with the Federal Reserve Bank of New York and
the MNew York State Department of Financial Services. These
agreemants Include civil penalty totalling USD 55.4 Mn (PKR 8.8
Bn) which have been recognised inlo the Financial Statements for
the year ended December 31, 2021,

Mo other material event has occumed subsequent to the date of
the Balance Sheet that requires adjustiments 1o the enclosed
financial staterments.

Financial Performance - 2021
Despite the continued challenging enviranment, the Bank has
deliverad strong financial results for the year ended December 31,
2021, This demonstrates resilience of the Bank's business model
and the efforts of its staft during this perod. For the year under
review, NBP has recorded after-tax profit of PKR 28.0 bn.

KPI (PKR "Bn) 2021 2024 Better/ (Worso)
Ml B7.62 104.18 [B.5)  (6.3%)
MNFI 35,84 36.08 0.86 2.4%
Total Incorme 13456 14023  (567)  (4.0%)
Operating & Oth. Expenses GO0 BN 31 488
Profit Before Provisions 74.58 7712 (2.57).  (3.3%)
Provisions and wrile offs =net 1182 a0.90 1888 61.4%
Extraordirary tam a.78 = B.78  (100%)
Profit Before Tax 52.86 46,22 664 14.4%:
Profit After Tax 28:.01 30,58 255 (B.3%)
Eamings Per Share (Rs.) 13.16 14.36 .20 (8.3%)
|
-l amialy
Jawan




The Bank rectirded profit before tax amounting to PKA 52.9 Bn ie. the
highest ever i history of the Bank, Whereas, due to asignificant impas? ol
extracrdinary itemn amounting to PKR 8.8 Bn, the after-tax proft ciosed at
PKR 28.0 Br which 58,356 down Yol For the year 2021, gross mirk-up-
finterest income closad 10,196 lower YoY at PR 231.9 Bn (2020:PKR
257.8 bn); whereas tha inferestmark-up expense amountad to PKA 134.3
bn. of which FKR 87.8 bn or 65.4% was paid to the depositors. Conse-
quently, net Interest/mark-up Income “NIl* closed at PER 87 62 bn which
I8 6.3% lower, YoY, Despite a lacklustre trade & business activity during
the vear, the Bank succeedsad in maintaning s non-mark-up / interest
eaming “MNFI"-stream that closed at PRR 36.9 bn (2020:PKR 36.1 bn).
Accordingly, total revenue of the Bank closed 4.0% down Yo at PKR
134.6 b (2020:PKR 140.2 b,

Operating & other expenses dropped by 4.9% down Yo' to close ot PKR
60.0 bn as against PKA 63.11 bn of prior year. This translates into a
cost-1o-incoma ratio Improving 40bps Yo, from 45.0% in 2020 to 44 6%
in 2021, Consequently, proft before provision stood at PKR T4.6 b,
marginaily 3.3% lower than PKR 771 bn of 2020 However, this drop in
ravanue was off-2et by a favourable varlance In, provision charme that
dropped §1.4% to PRR 11,9 bn as compared to PKR 30.8 b in the prior
year. This year, NPLs recorded an inorease of 15.6% or FKR 26.8 bn,
totaling ta PR 197.8 b (20200PKR 1713 bn). This wis mainly riggered
by an incustry wids defaul by a major ol marketing company.

Conssequantly, profit before tax clossd 14.4% higher Yo at FKR 52.8 bn
(2020 PKR 462 bn). As PKR 9.8 of civil penally is imposed in US
operations, profit after tax closed at PKR 28.0 bn which is 8.3% lower
than PKR 306 bn of previous year, Pertinent to mention, the Bank's
incomea is also subject 10 a PKA 4.0 bn drag on account of cerain egacy
public-aector non-perfarming loans as wekl as fhe mpact of additional tax
duutnhwmﬁdvmindapmﬂnﬂh.ﬂmﬁdamﬁﬂmmmlnm
Faderal Budge:-2022, has imposed a 2 5% additional tax on anks f thair
Advances to Depaosit Aatio falis befow 50%; and 5% if the ADR goes
below 40%. While the barking industry. is already sibject 16 a super tix
charge of 4%, this additional tax has agversely affected the affer-tax
prefitability of the banks.

The Bank's end of year fotal aesets closed at PHA 3.846.7 bn which isa
massive 27.9% increase from PKA 3,008.5 bn at end of 2020, This was
manly driven by a growih of PKR B00.2 bn in the deposits and & growth
of PKR 174.4 bn in the bormowings, Capltal & ressrve closed at PKR 286.2
bn 2, PKR 18.6 Bn or 7.0%. up from PKR 267,6 billlon on December 31,
2020,

The Bank's financial soundness also improved significantly during the
year 2021, While Commeon Equity Tier 1 (CETT) Capital mtlo improved to
15,4249 (2020;14.99%), the Total Capltal Ratio also improved at 20.33%
(2020:18.78%), Simitardy, the Bani's Leverage ratio was 3.47% at the end
of 2021(2020:4 06%).

Thi Bank's llquidity coverage and nal stable funding mtios improved to
164% (2020:180%) and 278% (2020:25654), respactively agalns! regula-
tary requirements of 100%:; On & positive note, the Bank maintained i
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CASA ratio at 83%,. Detalled coverage of the financil pa'rn'mmand
other organeational development is also given elsawhers in this Annual
Raport.

Appropriation of Profit
Profit for the yedr ended December 31, 2021 after camy forward of
accumuiated profit of 2020 is proposed to be appropriated as follows:

{PHR 'Mn)
Pralil after tme for the year endaed Decembar 31, 2021 28,0080
Un-approprated prafit brought fonward 116.021.3
Dither comprshansive ineome - net of tax 1,362 8)
Transter from surplus on revaluation of fixed assets 208.1
14,8666
Profit avaiiabie for approprations 1428746
Appropriation:
Transfer to Statutory Reserve (010% of PAT {2.800.8)
Un-appropriated profit carried forward 140.073.8

Principal Risks & Uncertainties
Facing the Bank

By the very pature of s business madel, the Bank is axposed to corain

principal risks baing (i) Credit Risk; (i) Treasury & Capital Rlisk; (i) Market
Risk: {iv} Operational Risk, and (v} Information Security Riskc

The Bank has established a robust framework to effectively manage these
nsks and keap the Bank reslient & sustasnable. As part of 25 ovarsight, the
Board ensures that agequate policies and framswaorks am in place 1o
recognize all significant/materal rigks to which the Bank B or may be
exposed to and that the required resowrces Le. human capital, cufturs,
practices, and systems are adequate enough to mitigate and address
suoh risks. The Beard and s refevant committes Lo Board Risk &
Compliance Committes and the sanior management along with s
commitiees |& Enterprise Fisk Management Committes, Assels &
Liability Committes, etc. are responsible to ensure formutation and
implementation of 8 comprahensive sk managemant framework.

The Bank is continuously reviewing its credit portiolio, to dentify sccounts
and mdustries susceptible 1o higher risk, in these challenging bmes,
Further, with respect to information security fsk mansgement arising as a
result of Covid-18 and recent ingident of cyber-attnck on NEP sarvers, ihe
Bank ook appropriate actions to respond & monitor the svolving cybersa-
curity rsks. A detaifed indication of the principal nsks and uncertanties as.
wedl as the futire prospects is discussed in the financial staterments.
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Governance, Internal Controls

and Compliance

Progressing with the Board's MR strategy, the Bank has continued to
nduct talent-al senior levels. Also, the outdated Staff Sarvice Rules that
erabled staff to e fivolous suits dirscily 8t the High Court levels, have
besen repealed by the Stall Service Rules-2021 pursuant to Ihe approval
of the Federal Cabinet in April, 2021, This will also set the foundation for
presmoting a cufturs of accountabiity & mentocracy m the Bank. This
Board acknowiedges & appreciates the support of the govemment in this
regard,

The Bank ramains committed 10 ensure compiiance with all the applicable
lows, rules, regulations, and codes in the spirt of good govemancs, and
recoqnises the nsed (0 Improve its compliance & control capacity within
its domashc as woll as ovivseas network. A maior myamping of the
natwork structune -has been implemented in 2021 1o stengthen the
control & compliance. Also, significant funds have been invested in
avouirng few technolegicsl platforms for effective AMUKYE, data
aocuracy & authanbicity and goneraing guality MIS for efficant decisaon
making.

To pramote a culture of alfective control & complipnee, the Board has
remianed frequently involved in addressing tha ssues relatad to account-
atwlity and rhertocraty, As stated in our prot year's report, prionty fooss
i5 bEing accorded to the maor sk of upgrading the Core Banking
Application, Necsssary in-principle approvals have been granted by tha
Boprd and the management will ba maving soon to implement the
project

Compliance & Risk Matters in
the New York Branch

Tha Banf ramains commitied 1o ensers compliance with all the applicabls
laws, rules, reguiations, and codas:in the spirit of good govermanoa. To

this and, the Board has given stralegic dirsohons 1o invast, throughout the
Hark's opemtions, in new lechnological plathms  for  eflectve
AMIJCFT/CPF controis, data accuracy and authentioity, intemal controls
awer thie financial reporting, sle. Our Branch in New York, which s
licansad by the New York State Department of Financlal Services, and is
subjact to oversight and sepanision by the Federal Resenve Bank of MNew
York, as in the case-of all foreign banks: Intially, the 2014 examinalicn
urmoversd certain compliance & risk management definiencies in the NY
Branch. In 2016 the Bank and the Branch entered into a Writtan Agree-
ment with FRENY o acknowledge and remediata wéntified deficencies
refating to Anti-Maney Laundering and the LS Bank Secrety Act requing-
ments, a5 well as implemantation of requisite systema, enhancement of
pontrols and allocation of adequats rescurces 1o ensure full compliance
with suCh requirsments,

As these issues persisied, we took serious steps in February 2020, by
hiririg antire new kadership ncludirg the Branch maragen and the senior
comgpiance officar, and tnpled the number of compllance staff, increasng
from 7 in May'20 to 24 in Mov'21. We also implemented new policies and
procedures,  began enhancing the compliance, imemal mmedl, and
managenal oversight functions to close open lssues from the Wiitten
Agresmant and past examinations, Waaiso hired cwuiside counsst to halp
Guide the Bank in remedisting past probiems: Thesa enhancernants wss
completed recently and validated by an indepandant third party,

in2020, whila U.S. regulators recognized many pesitive changas resulting
fromi new managemant, | however concluded that the Bank had yet to
fully address prior examination findings and the BSAAML provisions. of
the Whitten Agreement. Conseguenily, in Fabnuary 2022, the Bank agreed
o congent orders with The Federal Reserve Bank of New York, and the
Mew York Siate Degartmaent of Financial Services, the US regulsiors of
MBF's Now York bemnch. The agresments include ciil penally totalling
LSO 554 Mn (PKR 9.8 Bn) focused on historical weaknesses in the
complince program as discossed above: Thans werne

Advance Salary Loan

Now even mare Slmp!er Faster EESIEf
:r‘.'j ol

p'_"f.r

Actvunon Aulpmation Piooess

T

FrLL @ mg

s p T S L iy =rrmten o e o
) S —— el te wgetd Hlemals
—

J QY

i e L ajslinhes

= g el F ol |
'I e L) s A
dfgrealar, Vhavelde s i I

il (i st .
+ i b P 1 Sphrgs vy e s 1 e =D e e Mg i

= L W L AL Eaee

Tmen § by Gy

Annwal Report 2021

| For ol prrmanont employess o fedaral, provinctal, sovmk-gavermment and atonemenn bodies

Hmiﬂﬂihﬁ.ﬂllﬂ—n el e o Servey Lan o Aga e L St s o Lad B mowy Ly e

abant Festure: = 1ol o o Fu 3 6 blien » o relaTe » G Mt » e Fremsog e et STy 0 &)




na findings of improper transactions or wilful msconduct, Gaing forward,
1he Bank and the Naw York branch remain fully committed to safisfying
e reguintors’ expeciotions:

Ongoing Investigation by the FIA
The FiA |s conducting an investigation in the matter of Mfs Hascol
Patmleum’s banking arangemants with the NBP as well g5 several
private-and other public seclor banks. NBP has been and continues 1o
cooperate fully with the FLA on this investigation and bas made available
all relevant records and transactional history, Including amanging
meatings with iis employess who have managed Hascol's relationship
with the Bank.

NBR's awn stance on this matter has been dogumented in a submissson
made to the State Bank of Pakistan and alse subsequently to the FLA. The
fundamantal challenges identified by NBP stemmaed from o matenal
negative re-statemant of the company™s financial eeords with acknowl-
edgemant of fraud by Haseol mansgement at that time, At NBP, credit
decisions were based on a set of published auditad financial statements
of Hascol, and were made as per the palicies of the Bank and SBP reguta-
tions then in vogde. As the fraud unfolded, two of the company's auditors
resigned, citing financial imequiarities within Hascol However, # is
pertinent ta mantion that Hascol has acknowledoed its indebtedness to
NBF for the antire outstanding loans of FKA 18.80 Bn and the same are
reflected In the books of accaunts of the Bank. NBP, in consuliation with
its primary regulator |2, State Bank of Pakistan, continues to support the
FlA investigation 1o s rightful conclusicn of the myastigntion.

IT Network & System Security

On Qotober 207, 2021, aoybemttack was detected on the Bank's senmms
which Impacted some of its serdces. Whils continuity of business
operations was ensured with minimal possible disuption, the Bank
decided to shut down IT Network to avoid damage to systems. Expert
cyber secunty consuftants were engagad in vanous capacities o contam
the damage and formulate an incident responsa postura, basad on which
projects procursments and implementations are undersay, The cyber-in-
cident impacted the Bank's Microsoft Virtualization Platform anly, wherna-
as no financial loss or data loss was identified on the Core Banking front.
To-dats, tha systems are up and running and the Bank has normalized
oprations,

Momover, as a major lechnology mitiative, the Beard has also recently
approved the upgradation of the Bank's Core Baking Application. Thig wil
enabile the Bank to better serve il customers, ntroduce acditional
produsts especially in the digmal space and abpve all - significantty
anhence its operationil controts.

Progress on Closure of Foreign
Subsidiaries/Branches

ir line with our revised strategy on intemational franchizes, the Board has

Where The Nalion Banks

approved closure of two oversaas Subsidiares being in Almaty (Kazakh-
stan) and Dushanbe (Tajfostan) along with three oveseas branches
located i Baku (Azerbalian), Bishkek (Kymoyzstan) and Ashgabat
[Tutkmanistan) so thair camying amount wil be recovensd principally
through ontinuing use. Macessary approvals in this regard have been

~sought from tha Ministry of Finance and the State Bank of Pakistan

Further, It has been decided to restrict the country operations in Afghani-
stan and Banglaresh only to ane branch in each country located in Kabwl
and Dhakn respactively.

A o December 31, 2021, Bank has closed down ks opetions in
Tashkent (Uzbekistan), Jatatabad (Afghanistan) and Syihat ([Bangladesh),
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Salient Featuroy

Earmn up te T7.50% p.a*
Profit pzid on monthly basis
Running finance facility up to 90%

Mirdrmuem deposit of Rs. 20,000/ with maximum investmant
of Rs. 10 million or 5 years

= Free NBP Cash Card, cheque book, Demand Draft & Pay Grder
* Free SMS alerts

The licenses of Ashgabat (Turkmenistan), Dushanbe [Tajikistan) and
Alrmaty {WKazzkhainn) have been cancelled and thesa locafions ane under
closura process, Further, as of January 17, 2022, tha BoD has approved
the ciosure of its operation of Pang branch.

Contingency Regarding the Pen-
sion Case

Status of the casa s the same as disclosad in Note 25.3.3.1 to the Annual
Finanoial Statements for the year ended Dacember 31, 2020, The Bank
estimates overall increass in pension Babifty, basad on the independant
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actuanal firm report, amounted 1o PKR 74.4Bn, excluding any penal
intarest / profit payment (1 any) due to delayed payment. Further, the
potential peEnsion axpanss for the year 2021 anward will also ncrease by
PKAB.4 Bn due to this decision. Blased on the opinion of legal courised, no
provision for any additional pengion fability has been made in these
annual firancisl statemants for the-above mentionad amount as the Bank
is conficient about a favournbie outcome on the matter. Extemal auditors
of the Bank have inserted an emphasis of matter pars in their Audit report.

Changes in the Board of Directors

In snercise of powens conferred under Section 11(3) {a) of the Banks
(Mationalzation) Act, 1847, the Federal Govermment appainted M, Ahsan
Adi Chughtai as an Independent Director on the Board of National Bank of
Pakistan. Whereas, Mr. Muharmmad Suhail Rajput resigned from thae NBP
Beard. Further datails are given in the Statement of Compliance with tha
Listed Companizs {Code of Corporate Govemance) Regulation. 2019

Credit Ratings

NEP s mted &5 "AAA" by both the recoanised credit rating agencies in
Pakiztan, In June 2021, M/s VIS Credit Rating Company re-affirmad tha
Bank's standalone credil rating as "AAA", the highest credit rating award-
ed by the company for a bank in Pakistan, Similarly, Mis PACRA Credit
Fating Company also assignad the Bank lang-temm entity rating as 'AAA'
(Tripie ARR) and shart-tarm credit rating as 'Al+ (A-one Plus)

Our Response to Covid-19

Covid-19 contness 10 pose health and financial riaks o the Bank, s
employees and its customsrs, with vaned impacts aomoss indusines,
communities and stotes. NEP has remnined open for business, and
conlinues to work alongside govemments, regulalors and the broades
industry to suppor customers and the community, Durng these challeng-
ing times, the Board stood with the Management in framing responses to
emerging risks retated to eg. () Empioyse Health & Safety; (i Customer
Rsllet: (i) Operational Resilience: () Financial Soundriess of the Banik;
and (V) effective AMLICFT/KYC monitoring, etc. In thess chafienging
times, your Board and the Managemant are actively monitoring the
situation and adapting responses required 1o build resibence of the Bank,
while creatng opportunities Tor the Bank's customers and (he commismi-
ties it serves,

Impact of the Bank’s Business
on the Environment

The Bark s cognizant of the environmental conseduences of Hs
opamtions and its obligation o safeguard against environmental vulnera:
tillities, While the Bank's business operations do not have a direct impact
on the enviranment, the Bank Gas taken measures for implementation of
the Gresn Banking initiatives under the SBF's Green Banking Guidelines
tor provida finance to transiorm the sconomy into a resource sfficient and
chimate resifiant one. We are puthing In place appropriate mechanisms to
identify, assess and mitigats emaronmental rske.

Appointment of Auditors

The axisting auditors of the Bank WM/s Yousul Achl Chartered Accountants
and Mfs A. F. Farouson & Co. Chartered Accountants will be retidn on
T AGK, The Beard is pleasad 1o endorse the recommendation of the
Board Audlt Commites for re-appaintment of M/s Yousuf Adll Chartered

Anrwal Report 2021

Accountants and M/s A F. Ferguson & Co. Chanesed Accountants both
haing cifered and sligible for the same, as extemal audions of the Bank
for the year ending December 31, 2022 on such remunsmtion &5
approved by the shareholders in the 73rd Annunl General Mesting to ba
held an hMarch 30, 2022

Endorsement

The Board of Directors is pleased fo endorss following statemants nolud-
ed in thiz-Annual Raport:

- Staternant of Internal Controls

-Pattem of hokding of the Sharsholding

- Corporate Sustainability initiatives as disclossd sepamataly In the Annual
Report

Future Outlook

The continued rofiout of the Covid-19 vaccination program, struciural
reforms, and 1he expansion of sooml protection peograms are all key 1o
ensunng inclusive and sustainable growth towards achieving the forecast
growth of ~5%. Fiscal incentives and policies to boost export compati-
tivaness, bolstar the performance of (the manufacturing sector and
augment private investment will continue o play an instrumental role in
strepgthening the ecanomic ouliock. Howsver, some volaliity may be
sxpected amidst the recent gec-political changes in the regicn. While
policy responses are expected 1o rémain accammodative and soften the
blow deait to blsinesses by the patdemnic cutbrealy, thess mizy fot flly
offsal the effects.

Your Bonk will continue 1o play its MNational role towards supporting &
robust economin recoveny n the country, whils alsa mairtaining a strong
& resifient balance sheet to deliver performance for its shareholders, The
Bank's business strategy will remaln focused on financing and supporting
urdhersarved seclors. ntluding SME, Micrefinance, Agriculture Finance
and the PM's Low-Cost Hodsing inltiative as wall a3 Islamie financing on
a priarity basis,

Acknowledgement & Appreciation
Wea sppreciate the continued afforts & dedication of our employeas
towands ensurng continuity of uninterupted sernce o the Nation amicst
the pandamic. We pay special respect and tnbute o all thoss NBP staff
mambers who lost their [ives in the line of duty during the Covid-18, May
Allah grant them the highest place in Jannak,

We would Hie to acknowiedge the Govemment of Pakistan, he State
Bank of Pakistan, the SECP and ofmer reguiatory bodies lor their confin-
ued suppart in enabling the Bank io achieve its true potantial and contrib-
ute towardhs the socit-economic development of Fakistan.

We would atso ke o thank our present teammates and the retifing
teammate, Mr, Mubammed Subail Rajput for hiz contributions on the
Board towards making the Bank resient and capable of greating inclusive
growith apportunities for the Nation

For and o behalf of the Board of Directors

Asit Usmani Zubyr Soomro
President & CED Chairman
Harachi
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Corporate Governance

Our phitosophy of Corporate Govermanca is to ensure balance
and sustainable success & growth for each class of the Bank's
stakeholders.

Safequarding and rebuilding national institutions is a challenging
task. Your Board, appolnied in 2019, has warked hard to achieve
this for NBP. Our efforts and strategy have been focused upon
strengthening the institution's balance shest, inducting a team of
professionals with the required expertise, developing a
framework of policies and confrols to protect the Bank, and
blilding a corporate culiure based on perdfomnance and
-accountabiity. Matedal progress has been made in each of
these key areas.

Hon-Execilive and
Exacutive Exeeiom

While the Board of Direclors B responsible for owerall
stewardship of tha Bank with integrity and in compliance with all
applicable laws and regulations, the CEQ and senior
management are responsible for efficient delivery of strategy and
execltion of business opemtions.

In this Covid-18 dominated period, your Board has worked on
looking after the health and weltbelng of staff and customers
while steadfastly continuing the process of reforms so that the
past problems do not recur. Specifically, to lead the restructuring
process, @ strong team of talemed seniors have been inducted
ta head crtical functions in the Bank.

e ‘I'r‘i?'?."

)

Board of Directors

Fatlng Strideryy and Diorsigid)

Main Board Board Commitiees

ChainTiah Brosarc) Akt Board Techinology &
Committes Digitalization Committes
Execitive Diector Board HR & Board Inchsivie
Remursmtion Dvaslorment Commimeties
Inclegiandiant / Cormmsttes Y
Nor-Exseutive Board Infemational Commies
Dhrectons Franchses & Goenplance

* Diesolved on February 24 2021

Executive Management
Fordirs Coposre 4
Rhavadmy vy

Key Management Commitiees

[ty Exatution]

hismageomer

Management Bisiness Groups
Commitise for
O Cparmtionss Cradtt Commities
Caormipliance Groups
Equity Investrient  Assets Lisbiity
Committze Committes Suppon Groups
E'mﬁbk .
of MaraesTient
Evporss
Approval Commitias

- Shareholders and Regulators l
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Directors' Participation

Directors’ Attendance in Meetings heid during 2021;

RAME OF PRRECTOH

g=

Key Board Activities

Approval of interim and Annual Financial Staterments.
Recommendation of 10% ie. Rs. 1.0 Dividend payout for the year
2021.

mmmmmmmm
Committes Charters and Terms of Reference.

Repeal of outdated Stafi Service Rules of 1973 by the Federal
Cabinet in Apdl 2021, and promulgation of Staff Service
Rules-2021.

Based on recommendations made by the Board HR &
mmmmmmdm
1,700+ staff promicted to next cadres during 2021.

Materially revamped the risk architecture of the Bank so that the
guality of assets Is reinforced through assessments by skilled and

Recomposition of the Board Committees to align with the
challenging enviranment.

1, | M Zubyr Socmm (Cramam | 114
&
2 | Me. Artf Dsmiani [Prosident | 14/11 a2 55 58| 1 1A 55
* | ]
3, | M. Farid Mali Direscton 1M 58 lsml
4, | W Towhg Asghar Hussan | Director .11.'11 L5-0 4 5% | 11 3 1]
5. | M. irrearn Baikdwh Blsloor | Ceroetor 1mm 50 | 55 11
6. | Ma. Sadatfe Abid Dwector | 1071 68 ¥ |sm)
L 1| i |1 - o | — ! 1l
7, | Mr, Asft Jooma et fret & 55 3'3;
A, | Mir, Absen Al Chughts ™™ | peeeter | 0505 3"a| |
a WMMIMTM :m 13| Mi

" Fscomibiubion in 322nd Board Mesting held on duty 26, 2061,
= Dissoived in 317t Board Mesting hekd on February 24, 2021,
== Appoiniad on the Bood on Jue 21, 2021,
=~ Remsignied from the Bt on bay 27, 2021.

Conducted thi 72nd Anrual Genéral Mesting virtually by using a
digital platform in line with the guidelines issued by the reguiators.

Aesalved, mm-m—cmnmw?ﬁ%dw
4Mmmmmmwmmmm
cadre of the Bank's employess.

Based on recommendations made by the Board Technology &
Digitalization Committee, approved Core Banking Application
upgfada.

Rationalised the Bank's overseas operations through closure /.
scale back of ten franchises.

Ammlmmumwlm‘duEmnhm Management Team to.
approve Annual Budget.
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Committees of the Board

The Board has saven (07) committees, as follows:

1. Board Audit Committee (BAC)

2. Board HR & Remuneration Committes: (BHRRC) 4 B %
3. Board Risk & Compliance Committee (BROC) h | 3
4. Board Inclusive Development Committee (BIDC) >

5, Board Technology & Digitalization Commitise (BTDGC) R

&, Board Intermational Franchises & Remittance Committes (BIFRC)

7. NEP - NY Govemance Council (Sub-Committee of BRCC)

S —
"casoheod Dn Fabnary 24, 2021

1. Board Audit Committee BAC)

Chairman of the Committes: Mr. Tawfiq A Hussain, Chaiman BAG
Nurmber of meetings held during the year 2021 06

BAC Mambers and their attendance in 2021

Mr. Tawfig A. Hussain Chairman 06 out of 06

Mr. Asit Jooma Meamber 06 out of 06 Non-Executive Director
Mr. Imam Bakhsh Baloch Member 05 out of 05 Independent Director
Mr. Muhammad Sohail Rajput® Meamiber 01 ot of 02 Maon-Executive Director

“Fesined o May 27, 2007

The Board Audit Committee ensured the existence of an
independent internal audit funclicn in the Bank with adequate
resources and staffing. The Commitiee reviewed the progress of
tha approved annual intemal audit plan 2021 on a quarterly basis,
reviewed and approved the updated / revised intemal audit
manual, AIG & BAC Charters and Audit Policy during the year
2021,

The Committee ensures effective coordination between intemal
and extemal auditors, recommends the appointment of extemal
alditors, reviewsd the extermal audit plan for 2021, discussed the
financial results with the extemal auditors, including significant
issues of the audit and alving directlon to the management for its

Anrwal Report 2021

preadic financial resutts to the Board of Directors for approval.

Tha Committes maintained an effective working relationship with
the Board and the Bank’s management The Committes
reviewed, discussed and montored the matters related to
improvement n intemal audit, compliance issues, financial
reporting and comporate govemnance. The Committes also
reviewed the effectiveness of the intermal controls of the Bank
which need furiher improvement and recommendsd vanous
steprs for strenathening the intermal controls and compliance
cuiture within the Bank on an ongoing basis.
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2. Board HR & Remuneration Committee (BHRRC)

Chairman of the Cammittee: Mr. Zubyr Scomro
 Numbser of meetings held during the year 2021: 06

BHRCC Members and ther aftendance in 2021

Nams Stanis ¥ of Meatings Attsniiad MNoe-Exsoutive Iridepanclant
Mr. Zubyr Soamiro Chaimman 06 out of 06 Independent Dirsctor

Wir. At Ulsrriami Mamber 02 out of 02 President / CEQ

Mr. Farid Maiik Member D5 out of 06 Independant Director

Mr. Asif Jooma Member 0B out of (6 Non-Executive Diractor

ToRs of the Committea includs the followings:

i} Review and recommend human resource polices for the
approval of the Board of Directors.

il Review and recommend the Bank's Ramuneration Palicy and
remuneration satting mechanism at least once every two years.
iily Fecommend to the Board of Directors matters pertaining to
recruitments, appointments, transfers, premotions, termination and
disciplinary issues of SEVPs & EVPs (President's Direct Raports),
Audit Chief, Secretary (BoD) and the Chief Financial Officer (CFO).
ivj Recommend to the Board of Directors memunesation,
compensation, increment, performance bonuses and perguisites
of the CEQ/President. Secretary {BoD), CFO and all positions
reparting 1o the CEQ/Prasident.

v Review and guide management on indusiral refations issues,
vi] Review the appropnateness of and recommendations for
organizational restructuning as and when deemed necessary,

vii) Review and recommend policy changes in Pension Benefits.
vill] Review training policies and givie guideines for the owverall
imprevement in fraining activites and suggest improvermant in
training methodology and jdentify areas of training relevant to
needs of the organization,

i%) Reviaw and recommend appointments to the Boards of NBP
subsidiaries, affliates and other Institutions where NBP's
representation is required.

=) Review diversity & inclusion strategy.

xf} Review succession planning of key execuiives and KPis.

xi) Seek Independent extermal advice / expert opinion whenever
recuired.

wiil) Perform any other function consistert with these ToRs,
appiicable laws including Code of Comorate Govemance and the
Bark's bye-laws, as deemed necessary,

3. Board Risk & Compliance Committee (BRcc)

Chaimman of the Committee: Mr. Tawfiq A. Hussain
Mumber of meetings held dunng the year 2021: 05

Fan-Exacuive’ indepe

Mr. Tawfig A Hussain Chairman 05 out of 05 Indeperidant Diractor
Mr. Arif Usmani Member 05 aut of 65 President / CED

Mr. Imam Bakhsh Baloch Member 05 out of 05 Independent Director
Mr. Ahsan Ali Chughtai® Mernber - Independent Diractor

*yerf Decembar 06 2031

ToRs of the Committee include the followings:

A. Role of the Committes with Respact to Risk Managemant and
compliance:

i} Pecommend the Risk Manageament Palicies for approval by the
Bah,

iy Feview the Risk Management Policy on a perodic basis to
ernsure that it remains updated with regards 1o changes in the
Risk Management activities of the Bank as and when they are
implemented.

i Oversea that the Bank has approprate systems, tools,
technigues, methodologies and controls to measure (as faras
possible), to monitor and manage all significant nsks
embeddead in the Bank's books,

i) Feview and recommend o the Board the Bank's overall Bisk

Appetita and associated limits / concentration in respect of
cradit, markeat, liquidity and operational risks.

v} Periodically review Risk Managerment strategies developed
and recommended by AMG / ERMC and propose it o the
Board for approval.

vij Manitor the impact of significant risk Issues on the Bank's
strategy and monitoring alignment of the strategy, appetite,
business plans, budgets and policies etc. to address the
existing or potential risks.

vil) Recommendation / ratification of tolerable deviations to the
portiolio risk limits and the risk management policies as
recommended by ERMC [ any other competent authorities.

vin) Monitor  the Bank's progress towards Basel-lll related
implernentation.
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as per SBP / reaulatory guidelines / directives and revienw the acqui-
sition of Risk Management Systems duly recommended by the
managament,

i) Formulate an overall view of the adequacy of the Bank's capital
with a prudent risk management perspective ensuring that
overall rigk exposure stays at adequate level and consistent with
available ¢ planned capitat,

) Review the performance of the Risk Management Group.

) Review various exception and MIS reports prepared by RMG.

xl) Review TORs for funchions and committees responsibie for
credit, market, liquidity and opsrational Risk Management and
establishing minimum risk reporting crtensa.

i} Monitar that the resources allocated for sk management are
adequate given the size, nature and volume of the business.

xiv) Ensure that the Committes members paricipate in the orenta-
tlon and training program to educate and enhance the knowl-
edge of new / existing members on their areas of responsibifties
and ensure participation of members In continuing professional
development programs / workshops 1o enhance Commities
mambes’ understanding of relevant areas.

#v) Review Fl Placements Limits on a regular basss.

B. Role of the Committee with respect to Compliance Risk
Managemenl:

i} Review and recammend for approval o the BaD Compliance Risk
Strategy fas part of the Bank's overall risk strategy) and allied
palicies of the Compliance Group and oversee its implementa-
tion across the entity in letter and spirt.

il Ensure the estabiiishment of a robust Compliance Framework
compatible with the Bank's overall Risk Management Strategy,
risk profile and complexity of operations, with the reguired
authonity, independence, financial escurces and quality hurnan
resounces;

iii) Review and recommaeand for approval to the BolD an end-to-end
Compliance Program that promotes and supports Compliance
Risk Management across the organization, at every hierarchy
fevel of NBP,

iv) Maintain and promate a high compliance culture and values of
honesty and integrity. in NBP.

v} Drscuss compliance issues regulary, ensunng that adequate
time and pricty s provided in the agenda to deliberate compli-
ance issues and that such issues ame resolved effectively and
axpeditioushy.

vi) Evaluate the effectivensss of NEP's overall management of
compliance risk, at least annually; keaging in view the requlatory
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observabions in on-site examinations. megulatory enforcement
actions, intermal assessments / feedback from intemal audit,
compliance reviews, as well as interactions with the Group
Chief/Head of Compliance Group.

vil) On the acvice of the President, recommend approval to the BoD
far the appaintment of Group Chief/Hesad of Compliance Group
with sufficient expenence, experise, akills and qualifications 1o
perform Group Chisf/Head of Compliance Group's functions in
an effective manner.

vill) Recommend 1o the BoD for any disciplinary action or termina-
tion of the Group ChieffHead of Compllance Group.

ix) Ensure that the position of the Group ChiefHead of Compliance
(Group does not remain vacarnt for more than B0 days.

=) Ensure that the Group ChisfHead of Complianee Group has the
appropriate staturs, authorty, resources {physical, financial and
human) and support o fuliil the duties, is sufficiently indepen-
dent of line departments, and has the capacity to offer cbjective
opinions and advice to Senior Management and the Board on
matters of Compliance Risk,

xi) Engage with Group Chief / Head of Compliance Group on a
half-yearty basis to provide him the opporunity to discuss
issues faced by the Complance Framework in implementation
of Board-approved Compliance Program,

xii) Rewvigw the minutes of the Compliance Committes of Manage-
ment (CCM) mestings to ascertain is effectivensss in managing
Complance Risk,

xili) Review the progress in implementing remedial actions taken
with respect to instances or non-compliance or control  weak-
ness, as identified by the Compliance Framework through its
reguiar compliance reviews and [ or various other sources.

=iv] Satisty tt=alt of receving accurate as well as comprehensive
irformation required to perform compliance sk oversight
responsibilibes, including seeking assurances from Senior
Manggement that the Compliance Risk controls have been
implementad and are working effectively.

In adefition to the above. the role of the Committes also includes!

i) Discussing the Compliance Risk faced by the overseas branches
and their mitigation plans and report to the BaD on a half-yearly
basis.

i) Revtawing and discussing any matenal incidents of Non-Compli-
ance.,

i) SBP / Reguistory Inspection Reports and Compliance status
thersan,

iv) Quarterly reviews of KYC/AML/Sanctions Comphlance- rafated
risk faciors.



) Reviewing the Currency Transaction Reports (CTR) submitted to
the Financial Monitorng Linit.

vi) Reviewing the Suspiciots Transactions Reports (STRp submitted
to the Financial Monitoring Unit.

viij Updating status on staff trainings on AML/CFT/CPF/Sanctions
Compiiance,

i) Quarterty review of stalus of Bank's Policies.

Where The Nalion Banks

i¥) Monitoring of FATCA and CRS Implementation and Due
Diligence Miestones.

%) Raview Compliance statis of the Regulatory Inspection Reports
of overseas branches (a5 and when reCeived).

xi) Quartery review of penalties imposed on the overseas branches.
i Discussing any ather significant regulatory gap or development

related to the NBP oversaas branch network, which is escalatec
1o the Committee,

4. Board Inclusive Development Committee (8IDC)

Chairperson of the Committee: Ms. Sadaffe Abid
Number of meetings held during the year 2021: 05

Marme 3 of Mestings Attenced

Ms. Sadaffe Abid Chairperson 05 out of 05 independent Diractor
Mr. Zubyr Soemno® Member - Indepéndent Director
Mr. Adf Usrmani™ Member D out of 01 President £ CEQ

Mr. Imam Bakhsh Baloch'™ Member 01 out of 01 Independent Director
Mr. Asif Joorna Member 03 out of D3 Non-Executive Director
Mr. Ahszn All Chughtas Membar 0@ out of D3 Independant Director
Mr. Muhammad Schall Rajput* Member 02 out of 02 Man-Executive Director

wipd Decernar B 2021,

Tos of the Committee inchude the followings:
i} Advise and report to the NBP Board on the status of development
finance activities and Intiatives in the Bank.

i) Rewview and recommend Development Finance Strategy and
retevant palicies for the Bank in the sectors related to low cost
housing, SME, agriculture, livestock and fisheries, financial
inclusion and women's empowerment, education financing, etc,
before submission o the NBF Board,

ity For the SME Sector, evaluate and recommend policies to
promote value chain financing leveraging existing and new
corporats relationships.

iv) For firrancial inclusion, plan how to eguip NBP to understand and
arow lending to the microfinance banks and institutions, includ-
ing tapping funding routed through tha State Bank and multilat-
pral agencies.

) Review and monltar progress on the above initiatives and recom-
mend policy changes needed ta enable growdh in underssrved
segments in alignment with the Bank’s vision and strategic goals
and the country's overall nesds,

i) Review and ensure that necessary capacity and resources are
availlable to dediver the Development Finance mandate of the
Barik, including erganizationad structuring necessary o promota
NBP a5 & lsader in the relevant segments.

**Recoesiiufion in 3177 booard meating hed on February 24, 2021,

vii} Receive periodic updates from fhe Bank staff o monitor all
! i Finance refated projects approved by the NBP
Boarn.

vil) Raview the Bank's CSA strategy and align it with the Financial
Inclusion and Development Finance mandate. Receve perodic
updates on the CSR activities,

i%) Determine and advise on what research may be needed (o direct
the Bank's approaches most effectively and what means the
Bank should deploy to monitor progress theread.

#) Study Micre, Smail and Medium Enterprise strategies that have
been successfully implementsd by network banks in other
markets inciuding through specialized vehicles such as leasing
and factonng,

#i) Work with the Govemment of Pakistan and SBP to promote low
cost housing and reduce Impedimants.

i) Evaluate and review the existing agriculture financing structure
and “Farm-to-Fark" financing.

i) To explore financial intermediation in undersened areasinciud-
ing healthcara.

xiv) If deemed necessary, the Committee may seek expert opinion
from independent sources,
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5. Board Technology & Digitalization Committee B1DC)

mmhﬂmﬂmm Fm'h‘lm
Wﬂnﬂmtﬂﬂmhmm 06

Mir. Farnid Malik Chadrman 06 out of 06
' Mr. Arf Usmmani Memiser 05 out of 06
Ms. Sadaffe Abid Member 06 out of DG

ToR of the Committes include the followings:

I, Advisa and respond to NBF Board on the status of technology
achivities and digital initiatives in the Bank.

il. Review overall nesed of businesses and the resources avaitable to
meal hese neads.,

fii, Review and recommend 1T and Digital strategies and relevar!
policies before submission to the Board.

fv. Access technology mesources including hardware. software,
security and networking are up-to date to meet the reguirement
on an up-to-date basis.

. Ensure that nsk managemant strategies are designed and impie-
mented to schieve reslieance; such as the ability to affectively
respond to wide scale disruptions including cyber-attacks and
attacks on multipla critical infrestructure sectors.

vl. Review and monitor technology policies and plans such as

Irdapmdamnmm
President / CED
Indepandent Director

Strategic Technology Implamentation Plan, DA Plan, Cyber-Se-
cunty Implementation Plan, sto.

vil. Receive penodic updates from [T steering Commitiee 1o
mionitor all technology-ralated prajects approved by NBP Board.

vill. Review BCP amangement, in particular, DR and Backup
amangements in an on-going basis.

. Ensure that technology procurement are aligned with the T
strateqy approved by the Board,

= approve tems of reference or any change in the constitution of
IT Steernng Committee:

=l Board ratification of the decisions taken by BTDC, 1o be subse-
quently obtained, whersver applicale.

«il, It deemed necessary, the Committee may sesk expert opinion
from independent sources

6. Board International Franchises & Remittance

Committee BIFRC)

mmhmmmm

Number of meetings held during the year 2021: 01 fthe Committes was dissolved on February 24, 2021)

Non-Exezutivey’ inde

# of Mestings Attenoe
01 out of 01
01 cart of 01

M. Agif Usimani
Mr. Tawfiq A. Hussain

Chalrman
Memter

ToRs of the Committes include the followings:

i. Addressing concems and ensuring compliance with all applicabla
laws and reguistony instructions of the respective host jurisdic-
tions of all Intermational offices.

il, Pariadically reviewing, monitoring and placing 1o the BoD the

jurisdiction-wise Board-approved strategic plan with well-de-
fined and measurable deliverablas,

iil. Cverseeing and reguiarty evaluating the financial and operational
performance of its overseas subsidiary, joint venture operations,
and that of overall overseas branch operations. Conducting a
thorough vanance analysis for subsidiaries, JV and / or branches
/ jurischctions.
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Presidéent / CEQ'
Independent Director

iv. Providing strategic guidance on expansion or reduction of
operations in any jurisdiction and ensuring that such overseas
operations-are in line with the Bank's ovierall business model &
strategic plan,

v. Reviewing the detailed "Review Repart™ submitted by the Bank's
Management on the financial and operational performance of
the Bank's overseas opermations in each jurisdiction on a perodic
basis {preferably twice a year).

vi. Fleviewing the minutes to remzin aware of the issues being faced
by overseas subsidiares as weit as evaluating the pedormance
of the overseas subsidiaries’ board and taking necessary
actions/decisions to address deficlencies.



vii, Ensuring that comprehensive policles, procedural manuals
/S0Ps, competent staff and proper system support are put in
place in all critical areas of Operations, Risk, Complaincs; Audit,
HA, ete,

viil. Ensuring that & proper Human Resource Fotation Policy is
developed and implemented in letter and spiit on employess
posted al overseas branches / junsdictions at all hisrarchal
levels,

. Reviewing a cost benefit analysis of overseas Representative
Offices on a perodic basls and shall consider closing those
offices that do not provide any net financial benafit to the Bank.
In casas where the Bank wants to continue those offices despite
the fact that they do not provide any net financial benefit to
Bank, proper reasons & justifications will be recorded for such a
dhacision at Board kevel,

¥, Periodically reviewing;
1) mizjor Kigations of overseas operations,

Where The Nalion Banks

2} host regulator inspection reparts and reselution of outstanding
il
. 3y conflicts of interest (ifany) in organzational structure of overseas
operations and their remaonval.

XL Reviewing the Bank's performance on Home Remitiances vs
Indiustry,

i, Reviewing Technology Improvemnant for Home Remittances.

xiil. Reviewing sirategic expansion plans which includes deployment

of resources In key target markets. Besources may inchide
human resources, physical as wedl as digital infrastructune.

. Rewviewing of plan for revamping, revisiting overseas branches
and opening of new specialized branches wheraver necessary.

7. NBP = NY Governance Council (Sub-Committee of BRCC)

Chairman of the Committee: Mr. Tawfiq A. Hussain
Number of meetings held during the year 2021: 05

# of Mesatings Attendecd

Mr. Tawfig A. Hussain Chalrman 05 out of 05 Independent Diractor
W, Arif Lismani Mermber 05 out of 05 President / CEO

ToRs of the Commities include the following:

. Addressing concems and ensunng compliance with all applica-
ble laws and reguiatory Instructions of the respective host
junisdictions of &l intermational offices,

i Periodically reviewing, monitoring and plaging for the BoD tha
jurtsdiction-wise Board-approved strategic plan with well-defined
and measurable deliverables:

iil. Dversesing and regularly evaluating the financial and opera-
tional pedormance of overseas subsidianes, joint venture opera-
tions, and that of overall overseas branch operations. Conducting
a thorough vanance analysis for subsidianes, JV and / or branch-
es/ junsdichions.

iv. Providing strategic guidance on expansion or reduction of
opesations in any jurisdiction and ensuring that such overseas
operations ara in fine with the bank's overall business modal &
sirategic plan.
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Role of the Board of Directors

Good govemance is pivotal in helping the business deliver its
sirategies whilst generating suslainable shareholder value and
balancing eompating demands of other staksholdars. It revolves
around the basic principles of faimess, integrity, transparency and
accountahility with a prime focus on the role and composition of
the Board of Directors.

The: Board has an overall responsibility for formulating: policies:

towards the management of business and affairs of the Bank, the
establishment of the Bank's strategy, and s accountable to
shareholders for financial and operational performance. The
Board considers strategic issues and ensures thal the Bank
manages risks sffectively through approving and monitoring the
Hark's risk appetite, considering the Bank's stiess scenarios and
agreed mitigant and identifying longer term strategic threats to the
Bank's business operations. The Board's Tenms of Reference
Include key aspatts of the Bank’s affairs reserved for the Board's
dacision and are reviewsd at lesst annually, Thers are a number
of areas where the Board has delegated specific responsibilities
1o its Committees and management, including the Chief Execu-
tive Officer. Thess include the responsibility for the operational
managerment of the Bank's businesses as well as raviewing figh
level strategic issues and considering nsk policles and risk
managernent strategies which are in advance being considered
by the Board and/or its Committees, Specific delegated authiori-
ties are also in place in relation 1o business commitrmenis

the effeclive engagement and contribution of all executive and
nor-executive Directors. The Chief Executive has a responsibility
for all Groups' businesses and acts in accordance with authority
delegated by the Board. The non-executive Directors combine
broad business and commercial experience with Independent

The Chairman is responsible for the leadership of the Board and
to-ensure that the Board plays-an sffective rofe in fuifiling its
responsibilitiss. Tha Chaiman also ensures that:

= The Bank's strategies-and policies &re alignad with its vision &
mission and steer the Bank in the rght direction towards
achieving its long-termm strategic goais and objectives.

= The overall Board, its individual Members and its Committess,
discharge thelr roles efficiantly & effectivaly in fine with regulato-
ry requirements.

* Indivichual members of the Board participate in its mestings and
have tha opportunity o express their opinion.

* Minutes of the mesting truly reflect what franspired during tha
meeting and dissent'of Direclors, if any, is properly recordad in
the minutes,

Performance Evaluation of the Board of Directors

The Board of Directors is keen to ensure the effectiveness of its
parformance which is evaluated periodically. In terms of the SBP
Guidelines on Performance Evaluation of the Board of Directors,
the Board has put in place a formal mechanism for performancs
avaluation of the overall Board and its Committess.

The consultants conduct an independent pesformancs evaluation
of the Board and its Committess to encourage better efficacy of
the Board performance: and compliance with statutory: requine-
ments. Their approach towards performance evaluation included

a review of the minutes, agenda and terms of referencs, percep-
fion surveys and structured interviews with the senior manage-
includes an assessment of the Board mesting and interviews
conducied with the Directors, the role of the Board. the composi-
ticn of the Board and its Committeas and skills and axperience of
inclividual Directors.

Responsibilities of the Management and the Board of
Directors for the Financial Statements

Management is responsibia for the preparation and fair presenta-
tion of the financial statémants In accordance with accounting
and reporting standards & applicable in Pakistan, the reguine-
ments of the Banking Companies Ordinance, 1962 and the
Cormpanies Act, 2017 (XX of 2017) and for such intemal control
as managament detenmines is necessary 1o enable the prepara-
fion of unconsclicated financial statements that are free from
material misstaternant, whether due to fraud or emmor.
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In preparing thesa financial statemnents, management i5 respansi-
ble for assessing the Bank's abiity to continue &s a going
concem, disclosing, as applicable, matters related b going
concerm and using the going concem basis of accounting, The
Board of Directors is responsible for overseeing the Bank's
financial reporting process.
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Directors’ Remuneration Policy

Remunearation policy “the palicy” for the non-executive /
independent Directors of NBP lor attending the Board and
Board Committee meetings is approved by the sharsholders
in their general meeting. It was last approved in a general
meeting held on July 27, 2020. The policy remains, at all
times, compllant with NBF's Bye-laws and subject to the
provigions of the BPRD Circular No. 03 of 2019 of the State
Bank of Pakistan and any amendments thereoi from time to
time. The policy Is intended to prescribe the remuneration
and methodology for determination of remuneration of the

membears of the Board of Directors and the Committess:

therec!. The policy also covers other expenses i.e. logistics,
traveling incurrad by the Directors in relation to attending the
Board meetings.

In terms of the policy, the Board shall ensure that such remu-
neration Is determined subject to applicable provisions of the
Banks' Nationalisation Act 1874, NBF's Bye-laws and related

regulations including the guidslines and instructions of SBP
Issued from tims to time as well as the remuneration.

In terms of the policy, the Board shall, from time fo fime,
determine and approve such level of remuneration for the
members of the Board, for attending mestings of the Board or
meetings of the Committees thereof, as may be within the
limits for such remuneration as prescribed by the SBF from
time to fime and delermined to be an adequate measure of
remuneration for the performance of relevant duties by such
members. In tarms of the policy, the Board shall also ensure
that such remuneration is not detarmined in any manner that
may undermine the indepandance of the Board or Committes
meambears.,

The details of compensation of directors in 2021 are
disclosed in Note 41 to the unconsolidated financial state-
ments.

Matters Delegated to the Management

The Board of Directors approves the strategic plan/objectives
and takes the overall responsibility of oversesing its imple-
mentation. The Board perdorms is duties by giving timaly
guidelines to the Management, setting performance targets
and monitoring their achievements. The Management is
primarily responsible for implementing the stralegies as
approved by thie Board of Directors In effectively conducting

the operations of the Bank. Tactical and operational matters
are delegated to the Management. Further, under the direc-
lion and oversight of the President & CEO ol the Bank, the
Senior Management cames out and manages the Bank's

-activities In a manner consistent with the strategic plan,

business goals, risk appatite and other policies approved by
the Board of Directors.

Shares held by Directors, CEQ, their Spouses and
Minor Children

Shares held by Directors, Chiel Executive Officer, thelr Spouses and Minor Children have been disclosed in "Categories of
Shareholdars” section of the Annual Report.
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Leadership Structure of those charged with Governance

The Bank's operalions are governed under the Board of Directors, Tha
Board comprises of non-executive Directors and an executive: Director.

Non-Executive Directors

At present, all Dlreciors on the: Board are non-execulive axcept the
President/CEQ of the Bank. The non-executive Directors provide an
outside viewpoint to the Bosrd, They ane nether imvotved Inmanaging the

Independent Directors

The Board has & independant Diractors who meet the eriterta of indepan-
dence stipeiated under the Companies Act, 20017 and the: directives
fssued by the State Bank of Pakistan. Thess Difeclors play & onicial role

Directors’ Orientation

Diractors” Orientation réfers (0 the process of holping new Directon
cantribute fully, and as early|as passibla in ther lenwe, 1o the goveming
work of the Board. The objective of the orentation ls o enahle the
Diraciors o

« Understand their roles, responsiilties end  time commitment (o
aovernance work around the Bogrd and Committeas,

+ Be awars of the current goals, opportunities and challenges facing the
organation.

+ Be aware ol who the organisation's main stakeholdsrs are, including
clients, partnems., public, os well as the stafl.

The Chalrman leads the Board. The Ditectors’ pro-lss, describing their
expenence and education, have bean discliosad &t the start of this section.

dily affsirs of the Bank, nor are they from WMB'WI
Team of the Bank

in the independant lunctioning of the Boasd. They bring inan exiematand
broader perspactive to decsion-making by the Board,

= Devaiog an undarstanding of how their own background, knowisdgs,
expenience and skills will contribiite to the current work of the Baard, and
thee goals of the organisation.

+« Appreciate-the background, knowledge, expenence and skills of other
Diractars,

« Gain knowledge of how the Board misstings are run, decisions @re mada,
and what formal governing policies and pragtices exist, and

= Understand how the Baard funchions similary or differently from other
boards they have senved on, or e sarving on.

Directors’ Training Programme

Thie Bark k= flly comgliant with the Dirattors’ Training necquirsments ‘of
the Listed Companies (Code of Corporate Govemance) Regulations,
2019, The other Dirsctors, with & mnimum of 14 years of adusation and
15 years of exparence on the Board of a sted comparty, local andfor
foraign, sland exémpled from the Direclors” Training Programme as
allowed under Code of Gorporate Governance (GGG}, 2018, During 2021,

the: Bank arranged training for tha following Directors:
L. Mr. Farid Malik - Independent Director

i Mir. Imam Bakhsh Baloch - Indegendent Diactar
fit, Ms. Sadafe Akid - Indepandant Direcior

I, Mr. Asx Jooma - Non - Executive Directon

¥, Mr. Atsan All Chughtal - Independent Director

Whistle Blowing / Speak-up Policy

Whistia-Blowing covers reparting of incidents of misconduct, invobs-
ing or affecting an organization, to enable the organization 16 take
appropriate action. It s a window to obtain feedback on Issues
bordening on both comonte govemance, as well as reputational rsk.
Who Can Speak-Up/Blow the Whistie?

Any individual, institution and an employes of the Bank and its:
subsidiaries (imespective of employment type) from Bank’s local
as well global operations, who has observed reportable
misconduct, shall report his /£ her concems to the designated
officials within the Bank. The Board of Directors and the Board
Fisk & Compliance Committes (BRGC) give assurance that
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employesas, stakeholders, or any member of the public can raise
legitimata concems, without fear of reprisal, provided they are
madse in good faith. All staff should ensure that they take steps to
disclose any wrongdoings or malpractices of which 1hey
become aware as non-action/ conceaiment will be deemed as
complicity,

Protection to a Whistle-Blower

By satting up the necessary procedures safeguarding confiden-
tiality angl offering anonymity, the interasts of the whistle-blower
are protected from possible harassment or victimization by



those accused of misconduct. Any person who makes a disclo-
sure or raises a concem under this Policy will be protectad if the
person:

= Discloses the information in good faith.

Investor Grievances

The Bank has put into place comprehensive guidelines to
acdress: their gnevances for the Investors and Shareholders in
compliance with the regulatory requirements as stipulated under
SECP SRO # 11962019 and S5.R.0. 303 ([V2020.

» For all shares refated matters, shareholders are requested o
contact the Bank's Shares Registrar with contact details available
on the Bank's corporate website.

* In order fo facilitate the shareholders who, infend to register a
complaint, the contact details of the focal person of Shares
Department are given on the Bank’s corporate website for this
purpose,

Covid-19 Response Plan

The COVID-19 pandemic has crested a crisis unprecedented in
terms of scale; socio-aconomic and environmental implications.
The consequences of this crsis are manifold-and of exceptional
saventy for organizations. The pandemic has oreated a chaotic
“situation of uncerainty and confusion about risks o employess,
measures and best practices that organizations: adop!, stake-
holder pressures, government shutdown and récovery plans
{healih facilities) and potential for new waves of contamination,
NBP's initiatives in this paridemic are tremendous and being a
socially responsible corporate entity, NBP always ensures health
& safety of its employees and takes affirmative action towards
their wedl-baing.

Staff Loans & Welfare Wing (SLEWW), Compensation & Banefits
Division has taken eloguent steps to counter the effects of
COVID-19 crisis since its beginning in early 2020. Now, we have
specialized arangements with the following panial hospitals for
the treatment against COVID-19 for NBP employess and their
farnilies.

COVID-19 Hospitalization

= Quaid-e-Azam Intemational hospital, Islamabad,
= University of Lahom Teaching Hospital, Lahore
= Maam Hospital, Lahore

= Liaguat National Hospital, Karachi.

« Ziauddin Hospital, Karachi

- OM| hospital, Karachi.

+ Altamash Hospital, Karachi,
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= Baligves it to be substantially true.
= Does not act maliciously or make false allegations, and
« Does not seak any personal or financial gan.

= In addition, if Shareholders' grievances are not resolved by the
Shares Registrar of the Bank, they may escalate their complaints
to the Company Secratary of the Bank.

- it a complaint still remains unaddressed, the same can be
forwarded to Securities and Exchange Commission of Pakistan
(SECPY; using the link of SECP website which is available on the
Bank's corporate website.

« Furthermore, guerles with respect fo financial position &
performance results of the Bank can be directed to ‘Investor
Relations' tearn, which ts headed by Clilet Financial Officer, at the
email acdress  investor,relations@nbp.com.pk  (which s also
available on corporate website as well).

 Hill Park hospital, Karachi
» Hamdard University Hospital (Tai Medical Complex), Karachi
= Habib medical Cenfre, Karachi.

In addition to this, Portal was designed in order to facilitate
employess 1o update their vaccination status by themselves.

In comipliance of SBP directives for vaccination drive in Public
Secior/ State Cwned Enterprises, the same were contucied
within NBP premises.

Vaccination drives have been conducted at NBP Head Office
premises under the auspices of our partner hospital:

Veooination Drive  Tidal vaccination
Hospitnl sy Dt 2024 afmininterpd
o e i s ST ——
Hashmani Group of Hospitals 2 Agust 191
Servicas Hospital, Sindh Govamimant | 31 Auguest 189
Hashmani Group of Hospitals 31% August 256
Advanced Laboratories PVt Lid | 13% September 248

The above-mentionad steps taken by SLAWW, CABD speak for
the management’s commitment to ensure the weil-being of our
aemployses and provision of the best available medical senices.
and we assure our constant efforts for the betierment of our
health faciities in future:
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Forward Looking Statement

This Annual Report contains stalements that are, or may be
desmed to be, forward logking statements. These forward
looking statements may be identified by the use of forward
lcoking terminclogy, e.g. "estimate®, “plan’, "project”, "antici-
pate’, “expect”, “may”, “will', “could®, “should® elc. or by
discussions of strategy, plans, obiectives, targets, goals, future
everTts or intantions.

An indications of, and guidance on, future eamings and financial
position and parformance are also forward leoking statements.
Shmﬂmmuwﬂhmmﬂﬂmﬂmmdwg
mﬁs,mdmsammﬂiwmdnﬂhplamurdmmiﬂnmmmh
forward looking staternents for decision making by the users of
the Annual Feport. Such forward locking statements are: not
guarantees of future performance and mvolve known and
unknown rsks, uncertainties and other factors, many of which ara
beyond the control of the Bark, which may cause actual results to
differ materafly from those expressed or implied in such
staterments.

Outlook

For the year 2022, real sector growth s being projected in the
range of 4-5% with growth expected on all major sectors,
External environment confinues to remain challenging and uncer-
tain amidst the emerging geopolitical flare-ups.. The factors
behind in the Curent Account deficlt in recent months now
appear to be alleviating 1o a degree as mports have started
maoderating; the country may retum to a more sustainable deficit,
albeit short-tern pressures during 1H'22.

Paksstan's banking sector is expected to continue face some
hegdwinds In the near term. The slower scanomic growth, rsing

Capital expenditures

Capital expenditure during the year:
Wmlmmtﬂmpﬂﬂhwduﬂméﬂﬂ was PKR 2.5 Bn for
business expansion, rencvation and improvement of IT
infrastructure, that mainly includes:

-Hﬁ?ﬁﬂmhm#npmmmmmm

* PKR 87 Mn for branches development.
= PKR 39 Mn for penatration testing solution.
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interest rates and geopaifical unrest may have soma impact on

quality of eaming assats. Considering the ongoing political

distractions and the twin deficit pressures, the socio-sconomic.
and requistory landscape will continue to transform rapidhy;
hence, further exacerbating the extemal challenges surounding
our operating ervironment. Irespective of such-extemal depan-

‘dencies and pressunss, the Bank s committed 1o delivening

strong resultsto its stakeholders for the year 2022,

The Bank's strategic plan, centered on tha key pillars of customer
centricity, digital expansion & transformation and people develop-

‘ment, takes into consideration the evolving operating and

economic scenario and paves Bank's future road map.

| Uncertainties that could affect the Bank's Resource, Revenuas

and Operations

Forward-looking statements made in the Annual Report are, by
nature, subject to certain risks and uncertainties. Major factors
that can-affect the Bank's resolres, revenues and opearations are
given below!

- Adverss judgements in the HR retated litigations as disclosed in

-mmz&ﬂ.ﬂufmaﬂmmw Staiemenis.

« Any sharp change in the Fiscal and Manetary policy;
* Impact of any flare-ups in the Covid-19;
« Political stability and Law & Order situation in the country;
* Tax laws and other regutations;
» Emergence of disruptive technologies;
» Risk of cyber-secunty.

Capital expenditures planned for next year: _

The Bank has buclgsted capital expenditure for the next year.
This would primarily be invested in Increasing our Core Banking
Application and other Technology Platform upgrade, operational
outreach, safeguarding our existing Infrastructure / refationships
from growing threats on cyber security front along with normial
replacements to ensure smooth operations.
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Disclosures beyond BCR Ciriteria

Ower thia recant years, there hove been significant devélopments in the
corporate reporting domain, particulardy in relation 1o the amount of
details included i the entities” annual reports, as well as the importance
ascribed by users: to the mformation bayond the audited financial
statements and the auditor’s raport thareon. Théns has bean an avolution
in the manner in which entities disseminate and communicats information
to their stakeholders as users attach ncreasingly greater importance o
supplementary information and . fook for better ways to indorm Thesr
analysis and confirm understanding of more complex areas in, the
financial statements.

Considering this emerging necessity the Bank strives to go beyond the
reatm of sssential reporing reguirements in order to declose sl ralwant
infarrmation that facilitates the stakeholders In understanding various

Performance of PMDU Cell

= The PMDU Cefl NBP was established on 15-10-2018 b}' the PM
Office with & vision to promiote citizen-centric and

govemance. The PMDU Cell NBP directly reparts to President NEF
and P Office through live dashboards.

= PMDU handies two dashboards i.e. PCP & the product specific
Kamyab Jawan.

= Asof 31-12-2021, 18,281 complaints were received on Presitdent
NEP Portal out of which 17,884 stand addressed. Besides, 20,018
complaints recelved on Kamyab Jawan Portal of which 19,787
were addressed,

« On PCP Portal, 58.53% complainants pested their feedback out
of which 47.24% have shown their safisfaction to the response
pasted by PMDU Celi NBF.

= In line with Prime Minister’s Office instructions, President NBP
conducts 2 hours' Khull Kachehri sessions every month wherein
general public notifies their complaints regarding the Bank through
{elephone calls.

= The Khid Kmﬂmnmﬂntswmptﬂlmadﬂnﬂuﬁmﬂmm
media channels including Facebaok and instagram and also an

Complaint Handling

The Bank manages consumer grievances handling through a
centralizad Complanis  Management Wing., Complamt
managemest is meant to facilitate quick lodgmett of customear
grievances, SMS ackrowledgement of lodged complaints and
its resolution on a fast-track basis, Now the complainants can
track the status of their lodged complaint in a click at link
activated on Bank's web site,

As a result of making visible complaint handling to customers
and effective utilization of call center as a source to contact the

aspects of the Bank's opsmtional and financial pedormancs. Following s
tha list disclosures that have been made In addition to the BCR critenia:
= PresidentGED Review
+ ey interest beanng Assats and Liabiites
» Quarterly Performance Analysis
* Six Years' - Financial Perfarmance 2016-2021
= Four Yaars summany of operating axpenses
= Six Years summary of markup and nos-markuD income
« Statornent on Intermat Cantrole
+ Groups' Parlommanca Reviews
= Dl of Management Committess & Other Senior Management
+ Investor Awareness through Jama Punpi Infative by the Securibes &
Exchange Commission of Pakistan.

Bank's website. During 2021, eleven (11) Khuli Kachetis sessions
have been conducted as perthe given SOPs of PM's Office; where-
in, 312 calls have been taken,

= PMDU Cell handles time limit cases as assigned by PM Office as
task. Have handled 4 major tasks in this respect within stipulated
* Reopened complaints by PM Office / Finanice Division

* Task of Facilitation of overseas Pakistanis through estatiishment
of dechicated sections /desk and nomination of officers at minis-
tries/division/attached departmants.

+ Established minimum required standard of public facilitation at
migin branches of major cities.

«Task on archiving of old files record, auction of condemn machin-
ary equipment vehicles flmiture etc.

Bank 24/7, the Bank received a total of 130,090 complaints
(2020: 72036), and managed to maintain a complaint resolution
rate of 08.7% (2020: 93.2%). In spite of an increasad number of
compiaints processed, on a comparative node the average
complaint responding time has also reduced from 9.8 in 2020 to
B working days jn 2021,

The Bank's Complaint Management Services is based on the
followlng principles:

* Promote a culture that values customer experience with
Courtesy
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= Fair and efficient resolution of consumer grievances with
Impartiality & Transparenay

» Every compiaint must be resolved within the shortest possible
tima as per customsar satistaction and prevailing rulss.

As a post resolution activity, complaints data is being examined

Conflicts of Interest

The sola trigger of all our decisions and actions shall be-to contributs
towards success of the Bank. We manage our personal, financial and
business affairs in 8 manner that ensures Svoidance, or svan SpPEIrance,
of any conflict of interest, The Bank has a meticulous system in place to
awed conflict of interest. Al an individual level, members of the Board
declare conflicts of interest situations and withdraw from taking part in
delibarations on/exarcesing Influence over matters whers conflict or the
appearance of confic! of interest anses. The actions are approprately
minuted for future refersnce. In addition, tha affiliations and tansactions
of Directors are regularly reviewed (o ensure that there are no conflicts or
Ona of the key duties that Directors owe 1o the Bank isthe duty 1o aveid
‘conflicts: of interest. This inclmiss not plecing ons's seif in @ positon
where the mmmwmmmmmmlm
duty to the Bank. Conflicts may arise in several situations. Typical scenar-
o5 A

- Whers 'the Directoms have a direct or indiect matoral interest in a
transaction that the Bank enters into;

- Where the Diractors hold positions or offizces, of possess property thit
may result in conficting duties; and

- Where the Directors stand 1o benefit from information received by
them, or opporfunities. made avaiiable fo them (n' thair capacty as
Diractors or gf-ficers.

The Bank exercises particular care in monitoring whather or not it s

Related Party Transactions

The Bank enters into transsctions with its related parties: in its daily
operations to mest its business objectives, while doing so we recognizes
the nead to maintain trarsparency and to fulfiil our obligations towards all
cur stakeholders: inchuding the shareholders, remuilators. employess, sl
The Bank foliows the philosophy that there must nat ba any confliet of
interest or non-disclesuns of such transactions. In this connection, the
Bank has a Aelatad Party Transactions Policy, approved by the Board of
Directors. Ths policy aims-to ensure-that the:Bank meets s obiipgations
under:

- The Companies Act, 2017;

= The Banking Companies Ordinance, 1962,
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1o identify gaps and areas of improvement besides bringing
more operational efficiency and improving the guality - of
customer sanvices.
The Bark is committed 1o continue investment in people,
resources and technology to support consumer grievances
handiing functions.

placed in & pesition ot actual or potential conflicts. In dealing with confiicts
of interest, the Bank pays close attention (o the:

- Provision of the Companias Act, 2017 and Listad Companies (Code of
Corporate Govemancs) Regulations, 2018;

- SBP's Carparate Govemanca Regilatory Framework: and

- NBF bye-laws

Managing and monitoring conflicts of interast

- The Direcions are wall-versad with their responsibilities (o sot in the test
interests of the Bank and Investors, and to refrain from ary conduet that
may be considered achverse or contrary 1o the Interests of the Bank and
VesIors;

= Thi Directors are requiréd to dischose their (akorg with family members’)
interests to the Bank before entering into any such mnsaction as per the
mannar prescribed in the applicable laws and regulations;

= The concemed Dirsctor, if any, does not parficipate n any defiberation,
decision-making, proceeding, or investigation action by the' Board of
Directors in case of a conflict of interest; and

- Irsider Trading s prohibited and the records of persons having access
1o sensitive mormation ae marntanad nan insder regester,

The ultimate objective of procedures to deal with conflicts is the protec-
tion of the Bank's inferest and promotion of transparency for the bene-fit
of the sharsholdars.

-mmﬂﬁgummm&ﬂtﬂ%km‘m:
-mmmmmtmdcmmm&um Requlations
2019

- Pakistan Stock Exchangs (PSX) Ruls Book; and

- Applicable Intemationat Financial Reporting Standards.

Mames of nelated parties, with wham the Bank had enared into transac-
tions or had agreements and/or arrangements in phace durng the financial
year have bean isclosed as part of the Oroanizational Review section
of this Annual Report and Note 45 of the Financial Statements.
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Statement of Compliance with Listed Companies
(Code of Corporate Governance) Regulations, 2019

Mame ol Company: National Bank of Pakistan (The Bank)
Year ending: December 31, 2021

Tha Bank has compliad with the requirements of the reguiations in tha manner that in case of any conflict between Cods of Comporate Gover-
rance Regulations, 2018 (the Regulations) and tha Banks {Nationalization] Act, 1874, the provisions of Banks (Mationalzation) Act, 1974 have
been followed.

1. The tatal number of directors are 08 as per the following:
a. Male: 07
b. Female: ™1

2. The compaosition of Board is as follows:

The Board of Directors of the Bank are appointed as per the provisions of The Banks (Nationalization) Act, 1974, The President / CED fs the
only Executive Director. The remalning Board consists of one non-executive direclor and six independent directors, including ane indepen-
dent director represanting minority shareholders as required by the Code. At year-ended December 31, 2021, the Board comprised of tha
following directors:

Names Category
Mr. Zubyr Soomro Chairman / Independent Director ~ Chairman appointed by the Federal Gavemment under
Section 11(3)(a) of The Banks (Nationalization) Act, 1974,
Mr. Tawfiq A. Hussain Independent Director Appointed by the Federal Government under Section
Mr. Imam Bakhsh Baloch Independent Director 11(3)a) of The Banks (Nationalization) Act, 1974.
Ms. Sadatfe Abid Indepandent Director
Mr. Ahsan Ali Chughtai Independent Director
Mr. Asif Jooma Non - Executive Director
Mr. Farid Malik Independent Director Directar representing Private Shareholders and Minarity

Interest elected in terms of Section 11{b) of The Banks
(Natioraliztion) Act, 1874,

Mr. Arf Usmani President / GEQ Appointed by the Federal Government Under Section
11{3)(a) of The Banks (Nationalization) Act, 1974,

3. The Govemment of Pakistan, Finance Division, vide its Notification Mo, F.1(33) Bkg-IF2018-218 dated February 14, 2022 has extended
the term of Mr. A Llsmani as President / Chisf Executive Officer, National Bank of Pakistan, for a perod of three months or till the appoint-
ment of regular incurmbent, whichever is earlier.

4, The Federal Govemment appainted Mr. Ahsan All Chughtal as Director on the Board of the Bank for a term of thres (03] years with immedi-
ate effect vide GOP, Finance Division, Notification No.F.1 (11) Bkg-IF201 7-818 dated June 21, 2021;

5, Dr, Muhammad Schall Rajput was appainted on the Board by the Federal Government of Pakistan under section 11(3)(a) of The Bariles'
(Natiorialization) Act 1974 when he was Additional Finance Secretary (AFS), Finance Division, Howaver, he was subsequently transferred to
another Ministry (i.e,, Special Secretary in Ministry of Commerce). Therefore, he resigned from the Bank’s Board:

6: The directors have confirmed that none of them s serving as a director on more than seven listed companies, including this Bank;

7. The Bank has prepared a Code of Conduct and has ensured that appropnate steps have been taken to disseminate it throughout the Bank
alang with its supporting policles and procedures;

8. The Board has developed a vision/mission statement, overall corporate strategy and significant policies of the Bank. The Board has
ensurad that complete record of particulars of the significant pelicies along with their date of approval or updating is maintained by the Banl;
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8 All powers of the Board have been duly exercised and decisions on relevant matters have been taken by the Board! shareholders
as empowered by the ralevant provisions of the Companies Act, 2017 as will as these reguiations,

10. The mestings of the Board were presided aver by the Chalrman and, In his absence, by a direstor elected by the Board for this
purposs, The Board has complied with the requirements of Companies Act, 2017 and the reguiations with respect to frequency, recording
and circulating minutes of maeting of the Board;

11. The Board of Directors have a formal policy and transparent procedures for remunisration of Directors in accordance with the SBP
BPRD Circular No. 3 dated August 17, 2018, Companies Act, 2017 and these Reguiations:

12. The Board has amanged Directors” Training programme for the following:

] Mr. Faricl Maiik - Indepeandent Director

i Mr. Imam Bakhsh Baloch - Independent Cirector
iy Mz, Sadafie Abid - Independent Director

i) Mr, Asif Jooma - Mon - Executive Dinsclor

) Mr. Ahsan All Chughtai - Independent Director

13. Thie Board has approvad appointment of Chief Financial Officer and Company Secretary including thelr remuneration and terms
& conditions of employment and compllied with relevant requiremants of the Regulations. Moreover, Head of Internal Audit was appointed
by Board Audit Committes as required in terms of State Bank of Pakistan's BPRD Circular Mo 02 of 2019 dated Aprl 3, 2019;

14, Chief Financial Officer and Chief Executive Officer duly endorsaed the financial statements belore approval of the Board;

15. The Beard has formed commitiees comprising of members given below:

b. Board HR & Remuneration Committee (BHRRC)

a EnardAucﬂtﬂnmmIHae{EAc}

Names : [ Swatus
Mr. Tawfiq A, Hussain Chairman Mr. Zubyr Scomro Chairmmean

Mr. Asif Jooma Member Mr. Farid Malik Member

Mr. Imam Bakhsh Baloch Membr Mr. Asif Joorma Member

©. Board Risk & Compliance Commitiee (BRCC)

d.BnuﬁTld'rnlumr&mnmm

[NamesofDirectors ] Stalus |
Mr. Tawfig A. Hussain Chairman Mr. Fand Malik Chairman
Mr. Arif Usmani Member Mr. Arif Usmani Member
Mr. Ahsan All Chughtai™ Member Ms. Sadaffe Abid Member

Mr. Imam Bakhsh Baloch

*wal Decarndan i 2001

Mamber

ammmm

f. NBP - NY Governance Council

{Sub-Committee of BRCC)
| NomesofDirectors | Stalus |
Ms. Sadaffe Abid Chairpersan Mr. Tawfiq A Hussain Chairman
Mr. Zubyr Soomio® Membear Mr, Arf Usmani Member
NI A JoGiE —
M. Ahsan All Chughtai Member

“won f Dagcamibar §, 2021

gwmmwm

[Namesof Diectors | Status |
Mr. NHL@'M‘H Chalrman
Mr. Tawfig A, Hussain Mesmber

* Dimexivetd .3 Tin Boord Mesfing hokd on Fabmieny 34, 2021
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16, The terms of reference of the aforesaid committees have been formed, documented and achvised to the cormmittess for compliancs;

17. The frequency of meatings of the committees were as per following:

Name of Commitiee No. of Meetings held during the year

Board Audit Committes (BAC)

Board HR & Remuneration Committee (BHARC)

Board Risk & Compliance Cormmittes (BRCC)

Board Technology & Digitalization Committes (BTDC)

Board Inciusive Development Gommittee (BIDG)

Board Intemational Franchises and Remittance Committee (BIFRC)
NBP - NY Govemance Gouncil (Sub-Commities of BIFRC)

G2REGER

18. The Board has set up an effective intemal audit function for both local and overseas operations. With regards to NBP-USA, internal audit
funiction of the Bank s outsourced to an independent professional firm, In addition, audit function in Gemmany 5 also outsourced, Both
these audit firms are considered suitably qualified, experienced and corversant with the policies and procedures of the Bank and all
applicable laws and regulations;

19. The statutory auditors of the Bank have confimed that they have been given a satisfactory rating under the Quality Control Review
program of the Institute of Chartered Accountants of Pakistan and registered with Audit Oversight Board of Pakistan, that they and all their
partners are in conipliarice with Intemational Federation of Accountants (IFAC) guidelines on Code of Ethics as adopted by the Institute of
Charterad Accountants of Pakistan and that they and the partners of the firm invelved in the audit are net a close relative [spouse, parent,
dependent and non-depancient children) of the chief executive officer, chisf financial officer, head of intermal audit, company secretary or
directors of the Bank;

20. The statutory audiors or the persons associated with them have not been appointed to provide other services except in accordance
with the Companies Act. 2017, these regulations or any other regulatory requirement and the auditors have confirmed that they have
observed IFAC guidelines in this regard; and

21. We confirm that all requirements of reguiations'3, 8, 7, B, 27, 32, 33 and 36 of the Regulations have bean complied with except for the
faliowing non-compliance:

(i} As per reguation 27(1)(v), the secretary of the avdit commiittee shall either be the company secretary or head of intemal audit, The secre-
fanal role for the Board Audit Commities has been performed by a representative of the Company Secretary.
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Yousuf Adil AF Ferguson & Co
Chartered Accountants Charterad Accountants
Cavish Cour, State Life Building No. 1-C
KCHSU Shahrah-e-Faisal 1| Chundrigar Road
Karachl 75350, Pakistan P.O. Box 4716

Karachi 74000, Pakistan

Independent Auditors’ Review Report
To the members of National Bank of Pakistan

Review raport on the Staterment of Compliance contained in Listed Companies (Code of Corporate Govemance)
Regulations, 2019

Wi have reviewed the enclosed Statement of Compliance with the Listed Companies (Code of Corporate Governance) Regulations, 2019
{the Regulations) and Bank (Nationakzation) Act, 1974 prepared by the Board of Directors of Mational Bank of Pakistan (the Banlk) for the yvear
ended December 31, 2021 in accordance with the requirements of Regulation 36 of the Regulations.

Tha responsibility for compliance with the Regulations is that of the Board of Directors of the Bank. Our responsibility s 1o review whether
the Statemerit of Compliance reflects the status of the Bank's compliance with the provisions of the Regulations and report if it does not
and to highlight any non-compliance with the requiresnents of the Reguiations. A review is limited primarily to Inquiries of the Bank's
personned and review of various documents prepared by the Bank to comply with the Regulations.

As a part of our audit of the firancial statemerits we are required 1o obitain an understanding of the accounting and intemal control systems
sufficient to-plan the audit and develop an effective audit approach. We are not required to consider whether the Board of Cireclors'
statermant on infernal contrl covers all risks and controls ar to form an opinion on the effectiveness of such internal controls, the Bank's

The Regukitions require the Bank to place before the Audit Committes, and upon recommendation of the Audit Committes, place before
the Board of Directors for their review and approval, its related party transactons. We are only required and have ensured complance of
this requirement to the extent of the approval of the related party fransactions by the Board of Directers upon recommendation of the Audit
Commities.

Based on ouwr review, nothing has come to our attention which causes us to believe fhat the Statement of Compllance does not
appropriataly reflect the Bank's compliance, in all material respects, with the reguinements contained in the Regulations as applicable to the
Bank for the year enced December 31, 2021,

Further, we highlight below Instance of non-compliance with tha requiremeant of the Regulations as reflected In paragraph 210 to the
Staternent of Compliance:

Reference Description

i. Paragraph 21()) The secretarial role for the Board Audit Committes has been performed by a representative of the
Company Secretary.

Yousuf Adil AF Ferguson & Co

Chartered Accountants Chanered Accountants

Place: Karachi

Date: February 25, 2021

Annwal Report 2021



Where The Malion Banks

Statement of Internal Control

Reporting of Internal Control System

The Bank's managemeant has established and is managing sysiem
of intermal control which encompasses the policies, procedures,
processes and tasks as approved by the Board of Directors that
faciliiate effective and efficient operafions. The intemal control
system comprises of varous inter-rélated components to gauge
overall  control  environment,  Including  avallability  of
well-documented policies and procedures and their compliance,
Risk Assessment, identification of risks and mitigating controls,
techrology breaches, |mformation leakages, govemance and
management reporting. The management and the empleyees at all
leviels within the Bank are required to perform thair duties as per
defined guldslines. The intemal control system Also requires
affectiveness and efficiency in external and internal reporting,
maintenance of proper records and processes, operational foss
data base, compliance with applicable laws and regulations and
internial policies with respect to conduct of business. The Bank
ramaing cogrizant of its responsibility to continuously improve and
strengthen its system of intermal control on an on-going basis:
Recently, the Bank has reached agreements with The Federal
Reserve Board and Federal Reserve Bank of New York, and the
Mew York State Department of Financial Services, the US
requlators of NBP's New York branch. The agresments include
focused on historical compliance program weaknesses and delays
in making compliance related enhancements, There were no
findings of improper transactions or willful misconduct.

In comphiance with SBP directives issued vide OSED aircular no, 1
of 2014, the Bank has compieted the implementation of roadmap
regarding Intemal Conmtrol Over Financial Reporting ("ICFA™). The
Long Form report on the assessment of Bank's ICFR for the year
2020 lssued by the statutory auditor has been submitted to S8 in
compfiance with SBP directive. In the year 2021, the Bank engaged
external consultants to assist in a scoping and diagnostic exercise
for the ICFR program with view te its on-going environment.

The Bank’s intemal control systern has been designed to manage
rather than eliminate sk of fallure to achieve objectives under a
changing environment. There are nherent mitations in the

Abdul Wahid Sethi
Chief Financial Gfficer

MNauman Muzaffar
Chief Risk Officer

Mauman Riaz
Chief Compliance Officer

effectiveness of any system, including the possibillity of human error
or system fallure, crcumwention and overriding of contral.
Accordingly, even an effective intemal control systern can only
provide reasonable assurance with respect to achievement of
program objectives.

Evaluation of Internal Controls

Basides the monitoring of the implementation of Intemal control
system at management level, the Bank has an independent Intemal
Audit function namely Audit & Inspection Group with three Area
Auchit & Inspection Offices that conduct audit of Branches, Regions
and Groups at Head Office on an on-going basis to evaluate the
efficiency and effectiveness of intemal control system. In addition,
an Intemal Control function is estabiished under Operation Group
for testing & monitonng key controls across operations. Monitonng
& QA wing under Compliance group s responsible for testing of
controls agamst “key reguiatory requirements” to identify the
cortrol weaknessaes,

For the year 2021, the management continues its efforts to
strengthen the intemal control system of the Bank., The
observations made by the external’ intemal auditors and regulators
in their respective audits/ inspections are reviewed and measures
are being taken by the management (by respective groups and
tracking a1 Management Level Forums), Board Sub-Commitiees
and Board of Directors for rectification of such cbservations and
their non-recumence.

Based on the results achieved from reviews and audits conducted
during the year, the management considers that the Bank's existing
internal control sysiem needs further Improvement. This is an
ongoing process and management would continuously be
evaluating efficacy of its in-bullt conirols to enhance and further
strengthen the overall internal control system of the Bank.

Hased on the above, the Board of Directors has endorsed the
management’s avaluation of intemal controls including ICFR in the
Director's report.

Umair Wast
Chigf Internal Auditor

Imran Faroogqui
Group Chief Operation

Annual Repart 2021



Ty s

Banl

@ NBP m-érl of Pall.ll:ln

BuIGB-uO SWUSAT HGNd - SOUBILIOL) [EISULOIS « Eﬁﬁﬁ.iin%a
Bt EEEWE _u,q Emmum:... . .mE_m _E:mswuﬁ_mummﬂ._. = P UORTIOU] RUELY ..E.nsﬂﬁnﬁrar
BuB-up | siuLEUD ABNISE 2 HOMBN LOURIE - BuiouE) aAsnu) pue s|gisLodsaY - 2 )
sucenbel Ui uo UOREYNSUOD « “BISPIOUOES
suonenbay SESEa|BY S5Rld / SiuslBdUNDULY « JOIES (BB BUY) JO SSAUPUNDS coatiaid 54
pue sME] sBuyspg pue stiunsap « Jeiudo@iag NS Pue BIUBUYOIY AE__;_E_H_:“EEEEI&?!&; n_n uS_EEE ey
pelepy epun | smEnosg pue saaRsas] Aolenbey - LIM0IE) ' UDISLRAX WOMIBN « | o et i 0 Ay i BoLBdLIOS AIOENBoY
foadg sy | swiniay Xpousd / Bulopuop sus-UQ « saueydies Aojenbay .
padriba sy Aaning uotaejsaes sakodig - g SNosSAl B j0 UoNdSag « suswaInbs! SBwosn
panba sy SUSMaN / SN SUOGONASU] « SUBL] |auag IUaULRaY - ano Jesell 01 ABSiENE 4no Lo BAsH
BuioB-uo B BB - . BOLEIEE HYTHOM « [eanua st axdead mno burbiefiug
BuiaB-ug sweiboid wewdopneg B Buiues) « SEpUNLOAdD JUSWBSURN Y JS8IET) -
Juanbay- stunsap e umay - waiudoanag) pug Buue) « “jesse
paunbey sy SBOURBIUCD) SIS-H0) SUNCIS) « WatusBeUR) PUEMGH PUE SOUBLLIONS « | - S|JENEA 150U N0 5 ERdeD uewny ng
painbay =y WS4 Ol justiaoLnoliuy / ssealEly S8 . ‘sausbinp pue sieD Jum
peanbey sy SjfeD / suoissnosiq 1sAeuy « Augeurgisng puogesiuetin « (Juswisaau gey sBeuew o) Apqgistiodsa)
peanbey sy SO0 SUOGEEL JOISBAU| « lusLalieusy ¥siy - Aleonpy  Jepun ale sp 'sseuisng IESIEY TGS
ey 15887 Iy sBulaLg afpuy / aeiodics . Yimaug) § ABajens ssausng - no maufi pue BNUHLIOS 0) SN SeqeuS -
painbay sy sBunsa [suUse) LrRupioRnX « ansopsic)  Aouesdsuel - | papinasd siey Aau (eideo epueuy syl R S
Apsyent SUBLUAEIS [EIDUBULY AuaLenD) « SOUBWBAOS) BIRIOI0D » [Rauasia Aiaa INo o} Aay au) S| 1SM el
Ly WOV / SHodsy [enuuy « BOLBULOLS '§ LONSOd BoUBUY « Hujujeiai pue snea Sepjotpieys Bumwa
paiinbay sy SILRWSSILBARY EIPO « AoRimr P UOMRINPS feioUeuLY
vz | SRWEOIED. | SINPOL O AUGEPIOY B SUSENIOD semepadicaapig <) 3
Sambetice siBeUB LURIG - el B L SIS PUE SIBLIOISTO
e anue juaupbeusyy Jumdiiog « Aieno sonies B wawnes | sed m
painbay sy sabeusyy dusuoneEy Ag susin- | foeauy pue AUNoes ‘aones JaLucisng s
mmmmmmm suonendsy Jiay | N 3
fouenba exy Pt BA R aly suonendsy Jaly jel IV S| UoSnood 3 Aup  ssapjoLey es .m
SS900.1d Juswebebus siepjoysyels -
=



Where The Nalion Banks

Our Ethics & Code of Conduct

it Is an obligation on us all to be responsible, honest, trustwarthy, constientious, and dedicated 1o the highast standards of ethical
business practices, Our Code of Conduct reflects our commitment to meet the expectations of our stakeholders and sets the fundamental
principles and rules ratating to our ethics, conduct and compliance to ensune integrity. We are committed to conducting our business with
hionesty and integrity, and expect all our employess to malntaln high standards In accordance with this Code that farms an integral part
of the terms of employment of all employees.

Hanesty & Integrity:

All pur decigions and actions shall canfinue
{0 be and m=én fo ba, driien by the utmost
lavel ol honeaty, integrily.ond faimess by
pxesuling nght things in a fght way,

Compliance
We shall continue Lo comply in letter and
spirll with lows, rules and repulations of
nand t trivs whara we have
eatablishasd our business

PILLARS OF

OUR CODE

RE‘bI.‘EC‘I for All

Purpose of Code

The Code of Conduct (the "Code’”) is to define
the commitment that the Bank expects of its
employess o know in dear lerms what aots,
conducts and practices are considered

ethical and clearly describe the appropridte

behaviour that all employees ane requined o
adopt in order to safequard the repatation
enjoyed by the Bank and its subsicianes, both

in Palkston and abroad. It also describes;

that would be against the Code.

Application of Code

It is an obligation on us all to be responsi-
bla, honest, trustworthy, conscientious,
anid dedicated to the highest standards of
ethical business practices. Our intemally
developed Code of Conduct “Code”
provides guidance on expected behaviour
and expiains the effect of decisions that are
taken and describes the prnciples that
must be followed. The Code applies to all
employess of the Bank and its subsidianes.
It applies equally 1o intemns, consultants,

gard 10
nation that

agents, and service

providers who are engaged / retained by
the Bank. A copy of the code is provided 1o
al concemed so that they know the
applicable provisions and undertake to
follow these in the course of thelr employ-
ment andfor business relationship with the
Bank. The rules set out in this Code ase to
be appled at all times and in all places
when camying out Bank duties; be they of a
professional or social nature,
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Compliance with this Code

i an employee falls to comply with this
Code or applicable laws, rules or regula-
tiors (including the rules and regulations of
the SBP) he or she wil be subject to
disciplinary  measures, ncluding  (with
respect to employees) discharge from the
Bark. Viclations of this Code may also
constitute violations of law and may result
in civil of criminal penalties forsuch person,
and such person's supervisors, The
competent authority will determine, or
designate  approprate  persons 1o
determine appropriate actions to be taken
in the event of a vislation of this Code, In
determmining what action is appropriate In a
particular casa, the competent autharity or
its designee will consider the following
aspect. If appropnate, the relevant external
authorty would be notified,

Basic Principles of cur Code

-Act with Honesty and Integrity

Al our decisions and actions shall continue
to be, and seen to be, driven by the utmost
level of honesty, integrity and falmess by
executing right fhings in a right way,

-Comply with the Law

We shall continue fo comply in the letter
and spirit with laws, rules and reguiations of
Pakistan and the countries whera we have
established our business,

-Treat all with Respect

We shall always extend maximum respect,
kindriess and faimess to all our customers,
colleagues, applicants for employment,
vendors and counterparties,

-Conflict of Interest

The sole tngger of all our decisions and
actions shall be to contribute towards
success of the Bank. We manage our
personal, financial and business affairs in a
mannar that ensures avoidancs, or even
appearance of any contlict of interest.

-Respact the Organisation

We respect our organisation through
adherence to s by-laws, rules, policies
and procedures; and by remalning
cammitted 1o safeguarding Assats, Rem-
tation and Relations of the Bank.

-Non-Discrimination
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NEP will not tolemate diserimination in any
form, or any dishonest, unethical or
inappropriate behaviour, The Bank's policy
is to ensure a hamaonious environment
with equal employmeant opportunity for all,
regardless of age, gender, race, religion,
colour, national ongin and martal status
and that client and prospective clients are
not discominated against on a prohibited
basis.

-Safeguard the Confidentiality of
Information

We shall continue to appeeciate and honor
the trust bestowed upon us by our custom-
ers and counterparis in regard to their
personal and business information that we
[IOSSEss,

-Limited Use of Confidential Information
While recognizing the need for a constant
fiow of information for the smooth opera-
tion of the Bank, we will not disclose
confidential information pertaining to our
ciients' affairs to our fellow workers within
NBP unless they have a clear business
rizd o know the information for the
pedarmance of their duties.

-Avoid Conflicts of Interest
As part of our ermployment responsibilities

we act i a way that contributes to the

financial syccess of the Bank, enhances its
reputation and fosters s chent refation-
ships. This requires us 1o look after our own
private financial intérests in such a way that
we do not profit improperdy from our
position with NBF.

-Use of NBP's Computer Systems

Utilization of NBF's computer systems
provides an employee access to confiden-
tial clent Information based on the
business |/ support  function{s) being
parformed. Employees are granted access

fo the varous computer systems 1o

perform their job duties. Each employes is
expected 10 protect the sooess granted o
him or her and lo keep any associated
passwords confidential al all times.

-External Communications

Only designated Senlor’ Management
Officials  llaison  through  Corpomate
Communications Division are responsibile
for NEFP's relationship and communication
with the press and the general public.

-Sincerity with NBP / Management and
Others

Wher we have knowledges of any guestion-
able or bm‘ble eqal act or cocumence
involving or affecting NBP, we have an
obiligation to repart the act or ocoumence
using means made avalable by the Bank
for such purpose.

-Seif-Dealing

We are nat in any way to represent or
exercisa any authorty on NBP's behalf,
grami divect or indirect credil accommaoda-
tions or make credit recommendations, or
act In the capacity of an account officer
with respect to any type of transaction for
ourselves, or members of our immediate
family.

-Respect the Policies of the Organiza-
tion

We are required to be aware of ail policies
and processes which apply to us as
employees of NBP. These policies and
processes are issued by fhe aithorized
officlats of NBP and modifications may be
enforced from time 1o time,

-Demonstrate Discipline and Decency
NBP expacts ws all to demonsirate
discipline in terms of timeliness, punctuality
and dress code. We should devote our full
attention and energy o offical duties
dunng working hours. Employees are
required to attend at work as requirsd and
not to be absant from duty without authon-
sation.

-Acceptance of Gifts from Suppliers or
Clients

NBP employees are prohibited from giving,
seeking or accepting gifts for oneself or any
othar person anything of valee beyend
PR 5,000/~ including services, discounts
or entertainment) from cliants, suppliers or
anyoene else in retum for any business or
service from, or confidantial information
about NBP.

-Borrowing Money from Vendors or
Clients

Weare not allowed 1o borrow maney from,
or lend money 1o any of NBP's vendors or
clients. This is strictly prohibited.
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Thess giobally acclamed awards go o kng way n
acknowledging  the high quality wervice  NBP'S
Comporate & Investment Bonkang Group  (CHB4G)
randars s corpornds cllemts, and highlioht e bt
that o, our vidued ellent, contimee to chooge NBP a6
i prederred and frusted |omg-lerm partner evan
during the most chollenping  of times, These
accolades alsa demonsirats hat NEP'S *CIBG Brapd"
s well jecognired opd scclalmed by large
corporations  and - govermmenl  organizations
thraughout Pakistan. NBP i prowd of it sssocintion
with you and will -endeaver 1o conlinug as your
pralarred painee 85 you qrow your husiness.
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Risk Management Overview

AMG, as an integrated group, |5 comprised of Enterprise Risk
Management Group ([ERMG), Credit Risk Management Group
([CRMG), Retall & Program Lending Group (REPLG), and Informa-
than Security Division 1ISD) under the supenyision of the Chief Risk
Officer (CRO). FMG functions as an independent group reporting
chirectly to the President. its etforts are to have a focused approach
to cater to all material risks that the Bank may be exposed ta. These
nsks are mainly categorized as Credit Risk. which 8 managed
through a well-defined Gredit Risk Management Group, including
but not imited to credit approvals based on fsk appetite frame-
wiork, risk profiling, well-defined centralized credit approval mecha-
niam, tools/modsls development and assessment through frame-
wiorks and portiolio reviews. Asset Remedial process has also been
strengthened through restructuring and integrating with overall risk
managernent, so that, timely and coordinated recovery efforts are
taken to address the MNan-Performing Loans, Market & Liquidity
risk, which Is managed through market risk management frame-
work and regular review and monitoring of the Investment portfolio
by the Bank's Asset Liabilty Managament Committes (ALCO),
Operabional sk is managed through an Operational Risk Manage-
ment Framework approved by the BoD. This framework includes
aspects refated lo Govemmance, OR Strategy, Risk & Control
Seli-Assessment (RCSA), Key Risk Indicators (KRis), and Loss Data
Management. The information security risk Is managed through a
wiell-established information security and cybersacurity frameiwork.
Apart from the above-mentioned risks, the Pillar-Il risks, and overall
imtegration of risk managament in the Bank come under the ambit
of Emerprise Risk which is being managed accordingly.

The Bank adopts different tools and technigues of risk manage-
ment 1o keep the Bank resillent and vibrant to minimize losses
within the defined nsk appatite’ tolerance leveds, and credit concen-
tration [imits. Strategic goals are ambedded into nsk managameant
to maintain a robust framework for identifying and escalating nsks
to support sustainable business growth. AMG acts asa second line
of defanse in the risk management structure of the Bank, assuming
the role of eslablishing a risk management framework, develop-
mant of risk tools & systems for effective risk management along
with review and reporting of devistions of activiies from set
standards, to Senior Management and the Board.

The mission of maximizing stakeholders' value throwgh sustainable
growth s achieved through informed  nsk decision-making and
superior nek & capital management supported by a consistent
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risk-focused culture across the bank. Based on our approach {o
risk management, the Board has approved various palicy
documents that set the parameters to achieve affective sk
management.

Our Approach towards Risk

Management

The Bank applies fhe Basel framework as a comerstone of the
MNBP's risk management framewaork and capital strategy. The Bank
maintains a strong capital, funding, and liguidity position in line with
its ongoing commitrment 1o maintaining balance sheet strendih. The
strength of risk profie management of the Bank stands on the
following pillars:

- [dentification and assessment of significant mateial risks to which
the Bank is, or, maybe exposad to

« Overseaing and managing the risk profile of the Bank within the
context of the risk appetite

« Ensure the business profile and plans of the bank are consistant
with the risk appetite

- Optimize risk/retum decisions by aligning them to the business
objective of achiaving sustainabile optimum growth

« Manage the risk profile of the Bank o ensure that specific financial
deliverables remain achievable Under a range of emeargent business
conditions.

At a strategic leval, the Bank's risk management objectives are to;
- identify and assess significant risks to which the Bark may be
exposed 10,

«timely response to the identified risks through formutating Bank's
risk appefits,

« architecturally equip the Bank with tools & models far effective risk
MaEnagement.

- assist Business Groups in optimizing risk/ratum decisions.

- analyze the averall risk profile of tha Bank,

« keap track of emenging risks and parform an active role in their
mitigation.

Strategic goals, embedded Into our approach toward risk manage-
ment, are to maintain a robust framework, identify and escalate
risks and support sustainable business growth through optimum
risk-revvard decisions.




The aim of the risk management strategy is to enable the manage-
ment to identity & assess the risks, respond through formulating
effective mitigating tools and monitor the effectiveness of the

response.

Identify & Assess: All business groups are responsible for nsk
recognition & assessment and development of controls in their
respective areas of operation. As part of the risk assessment
process, the groups ensure that not only the relevant risks are
identified but their implications are considersd, ‘and the basis

provided for managing and measuring (s far as possible) the raks,

Respond: The Risk Management Group ensures that effective
conlrals are in place to mitigate each of the identified risks consid-
ering its impact and likefihood and such controls are reviewed
regulary to appropriatety address any new risk or risk not managed
well previously. The results of nsk assessment are reviewed at
vanous levels within the Bank including Enterprse Risk Committes
{ERC) with summary assessments shared with the Board Risk &
Complance Commities.

Monitor: Crice the prncipal rsks have been Idenfified and
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measured, and mitigating controls have bean put in place, progress
towards abjectives is tracked continuously. At NBP, risk manitaring
is a proactive and ongoing process that may prompt a re-evalua-
tion of the msks andfor changes in mitigating responses. It includes
ensuring the risks are maintaimed within the overall risk appetite and
checking that nsk conirols are functioning effectively without
eopardizing the value creation objective of the Bank.

Risk Governance Structure

The Board is responsible to ensure active oversight over the imple-
mentation of policies and frameworks o prevent any significant
financial loss or reductons in shareholders’ value that may be
suffered by the Barlk. Therefore, it is the responsibility of the Board
to ensure that policies and frameworks are in place to recognize all
significant/material risks to which the Bank is/ may be exposed and
that the required human resource, culture, practices, and systems
are adequate to address such risks. The Board and its relevant
comimittes, L.e. BRCC and the senior managemertt along with its
relevant commitiees e, Management Credit Committee, ERC,
ALCD, etc, are responsible to ensure formulation and implementa-
tign of a comprehensive sk managament famework through its
commitiees.

Board Risk & Compliance Enterprise Risk Committee Management Credit Commitiee
Committee (BRCC) (ERC) mce)

BRCC is an independent committes of

the Board of Directors which plays a vital

role in improving the risk culture in NBP

ERC is a senior management body
mairnly covering risks from .an overall
perspective of strategy, policy/framewark.

MEC ts-a senlor management commities
that is responsitle for the approvall
review of credit exposures, counterparty/

through active reviews of ICAAP, Risk development, assessment measurernent borrower limits, as per the Credit Approv-
Appslite, Stress testing, Credit & Invest-  tools, MIS framework, and Basel frame-  al Authority Booklet (CAABY delegated
works / Policies, Operationsl Risk evants, aspects in relalion to such risks shall bs
‘and other risk management repors /  managed by the RMG. ERC has
MIS. mmmmmmw

SUpPOrt groups.

Risk Management Framework
Implementation

The Bank implements a risk managemant framework through a
Thres Lines of Defence’ modal which defines clear responsibiliies
and accourtabifiies for varous offices and ensures effettive &
independent oversight and assurance that the activities Lake place
as intencled upder the risk management framawork.

The First Line of Defence: Business groups have primary raspan-
sibility for identifying, measuring, and controling fhe risks within
thelr areas of accountability. They are required to implement
effective procedures and controls to ensure pompliance with the
refated policy requirements, to maintain appropriate sk manage-
ment skills, and to act within defined parameters as a set and
approved by the Board.

The Second Line of Defence: Risk Management and the Compli-
ance functions in the Bank oversee and Independentily challenge
the effectiveness of risk management actions taken by business
grotps. The recommendations are escalated to the Board Risk &

The Third Line of Defence: Board Audit Committee and Audit &
Inspection Group provide independent. objective assurance and
consulting activity designed 1o add value and Improve risk manage-
mant functions of the Bank. ALIG helps the Bark accomplish its
objectives by bringing a systematic and discipined approach to
svaluate and improve the effectiveness of rsk management,
control, and governance processes,
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Mufti Ehsan Waquar
Chaimmar Shariah Board

Mufti Ehsan has a diversified cross-functional management
axpenence in Islamic Finance, Business Management and
Oparation, Project Management and Administration for more
than two decadies, Ha has hands-on experience of people and
projects management, with a rich axpenence of working with
board of directors and senior management of banks,
regulators, auditors and legal counssls,

Alhamdulifiah, he has exclusively served Istamic Financial
Industry with institutions like World Bank-IFC, National Bartk of
Pakistan, ABL, Soneri Bank, NAFA, Askari General Insurance
Company Takatul Window (AGICO), Emirates Global Islamic
Bank now Al Baraka Bank Pakistan, UBL, Yasaar Ltd -UAE &
UK, Minhaj Advisory-UAE, Arif Habib for mare than a decads
now. He has structured ‘several Sukul including the largest
Sukuk in Pakistan: a hundred billion Suleuk for Neelum Jhelum
Hydro Power, Fatima Ferdilizer, Fauji Ferilizer, Sitara Energy,
Sitara Peroxica and IBL

He also served as member of the Technical Commiittes for
Developing Accounting & Audting Standard lor Islamic
Financial Institution at Institute of Chartered Accountants of
Pakistan (ICAP), As member of SAF al State Bank of Pakistan
(SBF), he worked actively with SBF in matters pertaining to
lstamic Banks mcluding drafting of Shanah Standard on
“Shirkat-ul-Milk usually used for Housing Finance, Tawarrug,
Commodity Murabahah, Treasury, Trade Finance and
Agricuttural Financing Products.

At ESAAC, he has the privilege to work on a prolect of World
Bank-IFC for developing Islamic Re-Mortgage Finance, He has
algo worked with SECP team on Takaful Rules 2012 with its
insurance division. He possesses a unique combination of
religious and confermporany education that is very relevant fo
Istamic Banking. He has strong communication skilis
combinad with knowledge of several languages. He graduated
and accomplished Masters In Business Administration (MBA}
with specialization in Finance and Masters in Economics (M4}
from. loBM and Karachl University respectively. He also
completed traditional Islamic studies and graduated as a Mufti,
achleving Masters In Islamic Studles (MA) and specializing in
lstamic Jurisprudence (PGO-Muft) from a leading lslamic
School in Pakistan, Jamia-Tur-Rasheed. He has also
accomplished Bachelors in Law and Legislation (LLE). This
unigue bland of educational combination ghves him an edge
upon mary others (o understand, correlate and align modem
day banking practices with Shariah principles.

Beside this, he contucts courses and sessions on Islamic
Banking, Capital Markets, Derivatives, Takaful and Risk
Management in renowned Business schools like CBM, 1BA
and KUBS.
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Dr. Mufii Khalil Aazami
Shariah Board Member

Or. Aszami graduated from Jamia Darul Liloom, Kamchi. He
ohiained Shaha dat-ul-Aatamia (Masters in Amabic and |slamic
Studies) and Al-T'akhassus fi al-taa’ (Specialisation in |slamic
Junsprudence and Fatwaj from Jamia Danl Uoom, Karachi
and hokds a Doctorate degree in ‘islamic Jurisprudence” from
Karachi University. He is also saning as an Advisor/Shari‘ah
Board Member in different financial institutions mciuding
Bank-Alfalah, Faysal Bank, Takaful Pakistan Limited
(2005-2014) and Alfalah GHP Islamic Fund (2007-2014),

Dr. Aazaml has more than 22 years of research experenca
retated 1o Islamic Finanoe and other Shari'ah related subjects.
He is an author of numerous publications. He ks also an expen-
enced lecturer and trainer in the field of islamic Finance,
Economics, Figh, Islamic Financial Laws and Gereral Islamic
Science. He is involved as Facully member, — Jamia Darul
Uloom, Karachi since 1929 and has been assooiated with the
Centre For Islamic Economics, Kamachi, National instituta of
Banking and Finance - SBP and Sheikh Zaid islamic Research
Centre— Linnversity of Karachi.

Mufti Muhammad Imran

Resident Shanah Board Member

Muiti Muhammad Imman, warking with NEP since May 2016, is
a qualified Shariah Scholar and experienced Istamic banker
with kmowledge of islamic banking & finance. His educational
gualification include Takhas-us-fil-Figh, Masters in islamic
Banking & Finance, PGD (Islamic Banking & Finance) and M.A-
(lslarmic Studies) and he has been associated with different
Research, Fatwa and Educational institutions since 2003 and
has more than 11 years of banking, Istamic Banking Tranings,
Shanah Compliance, mview & product development
expenence. His research includes:

» Qarel & Dain me Farg

* Al Tagyseer fee Hukrm-a-Al Tasweer
= Ahkam-ul-Zakah

« Shoroot-e-Ayemmah Khamsah

= Shoroot-e-Ayammah Sittah



Mufti Sajjad Ashraf Usmani
Shariah Board Member

Muftl Saflad Usmani is a qualified CSa8 (Certified Shariah
Advisor & Auditor) fram AACIFI (Accounting and Auditing
Organization for Islamic Financial  Instittlons,  Bahrain),
Takhassus Fil Ifta (Specalization in lslamic Jursprudence and
Fatwa) and Dars-e-Mizami'Shahadat-ul-Aatamia from Jamia
Dar-ul-Uloom, Karachi and a cedified anatomist of Sukulk,
Islamic Banking & Finance. He 5 a seasoned professional with
over 12 & 6 years of working expenence from writing Fatawa to
serying as a Shariah Advisor of the leading financial institutions
of Pakistan respectively,

Hea has blend experience of providing Shariah consultancy to
three (3) Takaful Comparies as Shariah Advisor since 2015
and also served as Shariah Advisor of the Tier 2 Mudharabsh
Sukuk issued by Meezan Bank Limited,

He also has § years' working expetience with lsading Auditing
firms like AF F (PWC) & Deloitte Pakistan, as a Sharah Consul-
tant & Head of Sharah Audit and has supervised various
Sharah Audits of renowned Islamic Banks, Takaful Companies
and Sukuks under the audht fim's umbrella. He knows the
practical problems being faced by the Islamic Financlal Instiu-
fion.

He Is'a teacher of Hadith and Figh (lslamic Jurisprudence) at

Jamia Dar-u-Uloom, Karachl besides teaching In various

leqding Islamic educational institutions like IBA CEIF & Center
for Islamic Economic since 2071.
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Mufti Muhammad Ahmad

Shariah Board Member

Mufti Mubammad Ahmad is a quaiified CSAA (Certified Shariah
Achisor & Auditor) from AAOIFI (Accounting and Auditing
Crganization for Islamic Financial Institutions, Bahmin), Takhas-
sus il Figh | Muamalat Almaliyyah (Specialization in lslamic
Commercial Junsprudence and Fatwa) from Jamia  Tur
Rasheed, Dars-e-MNizamiShahadat-ui-Aatamia from Wifag ul
Madaris Alarabla and Masters in Economics from University of
Karachi. Further be is curmmently pursuing his PhD degree from
Karachi University,

He has more than five years' experience of warking In Islamic
Banking Industry and has contributed extensively by dctively
participating Shariah deliberations on multiples issues, He has
about ten years' experience of Teaching, ressarch and giving
Fatawa. He has written about fhree hundred fatwas regarding
Ibadat, trads, banking, finance, inheritance, marmage, divorcs
alc.

Hea has also conducted in depth research of several practical
issues in istamic Banking from Shariah aspect. He has a vast
expenence of conducting Islamic Banking Trinings.

He alzso teaches AADIF Shariah Standards, Islamic Jurlspru-

derce, Islamic oreed and Sharah inhertance law at Alburhan
Institute lslamabad.
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Shariah Board’s Annual Report NBP Aitemaad - 2021
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The Board of Directors (BaD) of National Bank of Pakistan (NBP) have entrusted the Shariah Board (SB) with the fask to assess the overall
Shatiah complianca level and environment within NBP Alternaad 1slamic Banking. The objective of the report Is to present aview about the
overall Shariah compliance kevel and erviranment within NBP Altermazad Iskamic Barnking,

in the Capacity of Shariah Boeard, we have reviewed the overall Sharlah compliance level and environmant within the NBP Altermaad Islamic
Eﬂrﬂ&l’l‘gﬂ;dﬂﬂnﬂmbﬁ'ﬂtﬂ‘l,

Shariah Board Opinion

While BaD and Executive Management are solely responsible to ensure that the operations of NBP -Altemaad lslamic Banking are
conductad in a manner that comply with Shar'ah principies at all times; we are required to submit a raport on the overall Shari‘ah
compliance environment of NBP - Alfernaad lslamic Banking.

To form our opinion &s expressed in this report, the Shari'ah Compliance Department (SCD) of the bank carmied out reviews, on test check
basis, of each class of transactions. the refevant documentation and process flows. Further, we have also reviewed the reports of the
intermal and extemal Shari'ah audit, Based on above, we are of the view that:

1. Compliance with Directives issued by Shariah Board
MNBP Attemnaad's overall envirgnment, products, and agreements comply with the Sharlah directives issued by Sharah Board.

2, Compliance with Shariah related regulatory directives issued by State Bank of Pakistan (SBF)
The management, ensures zero tolarance on Sharlah noncomypliance instances with regard to the SBP directives, In this context, NBP
Aitemasd has an axclusive Shariah Nor-Compliance key parformance indicating point In the staff appraisal gystem,

3.Shariah Compliance Mechanism

Alhamduliliah, NBP-Altemaad Istamic Banking already had a comprehensive Shariah Compliance Policy. This year, SCD enhanced the
checlklst based on their fisld functionanes’ experences. Further, in order to assess staffs’ level of lsiamic Banking & Finance understanding,
SCD has upgraded the assessment papers.

4. Mechanism ensuring prohibited Incomea to Charity Account

NBP-Aiternaad Islamic Banking has a well-defined Charity policy approved by NBP Shariah Board and BoD, Shariah Compliance rewiew
and Intemal Shariah Audit of financing transactions were concuctad. In addition, other revenue generating sources Including Investmeants
During the Shanah Reviaw of financing partfolio, ne Non-Shariah compliant transaction was discoversd. Therefors, thers was no Income
was declared as charity this yaar. During this year, Rupeas Ninety-Two Thousand (Fis.92,000/-) was collected on account of late payments
and deposited in the Charity account and charity amounting Rupees Six Hundred Fifty Thousand (Rs 650,000/ was disbursed to
charitable institutions.

Charity Fund - 2021 Rupees in '000
Opaning Balance 621

Racesved from customers on account of dalayed payment

including peofit on charity saving account 93

Payments / utilization during the perod 650

Closing Balance 64

5. Profit and Loss Distrbution and Pool Managemeant

NBP Altermaad Islamic Banking Pool Management Wing is staffed with adequate human resource ensufing compliance with the SBP and
Sharinh Board guidelines. SCD on monthly basis has reviewed the profit distribution. Further, Intermal Shanah audit wing alse conducted
Sharigh Audit of pool management on quarterly basis. All these layers of control have strengthened the profit & loss distribution and poal
managament.

6. Stalf and Customer understanding of lslamic Banking and Finance

The Bank has armanged 34 in house training sessions on different topics of Islamic Banking basic concepls, products and servicas, and
customer sarvices where two hundred and twenty seven (227) siaff were trained during the year.

Along with lslarmic Banking staffs' training, the bank aranged 08 session on basic islamic Banking and Finance topic for the staff of Isiamic
Barking Windows in conventional branches where 176 staff were trained during the year. The Bank in co-ordination with SCD, has
amanged 02 awareness sassions for the customers in different regions as part of its Islamic Banking promotion activifies.
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For addressing public queres related to Sharah and Islamic Banking, the Bank is managing an “ask Sharah® portal Le,
asksharian@nbp.com.pk. The Portal serves as a platform for staifs’ on job training and guldance on their day-to-day operations and
awareness of customer in the figld of Islamic Banking.

7. Provision of adequate resources to Shariah Compliance Department (SCD)
SCD, in order to operate with reasonable head counts, has inftiated requisition request for replacermant of the staff resignied, SCD shall
anticipate future requirsmsnt for the future windows operation and inform the management with the sams, if any.

Other Developments

L Shariah Compliance Review (SCR) of Islamic Banking Branches and Departments

The Sharfah Complance Departrrient has conducted review of 149 deposit branches, treasury transactions and fimancing portfolio, on
sample basis, during the calendar year. SCD has also reviewsd the different marketing campaigns to ensure strict adherence with Sharah
Board guidalines.

ii. Branch Network & Expansion
Alhamduliilah, the branch network of NBP Aitermaad Istamic Banking stands at 189 dedicated Istamic banking branches. NBP has initiated
the process to apen Isiamic Banking Windows in selected conventional brarichis targeting the greater reach of 1stamic Banking,

fii. Product

Alhamduliah, In 2021, NBP Aitemaad Islamic Banking has introduced following Products & Services;
PayPak Dehit Card

Foree Rernittance Account

Hamsafar Auto Finance

Dividend Payment with SBP Micro Payment Gateway (Raast)

Issuance of Debit Card & Chegue Book through Call Center

IBT and IBFT through ATM

Enhanced Key Fact Statement for Deposit Products

NBP Alfermaad has dversified range of products as it s offering fifteen (15} Deposit products and Saven (07) financing products for its
valued Customers,

iv. Asset Review

The overall aaming assels of NBP Altemaad have increased by 15.2% amounting PKR 91.8billion In comparison with PKR 79.7 billion of
previous year, Tolal Financing has reachied at PKR 42.3 billion with an increase of 12.8% maintaining NBP Aitemaad's Finance to Deposit
Ratio rouniding to 51%. Total Investmernts including Bal Muagal stood at PKR 49.6 billion in comparnison with PKR 42.1 bilion preceding yvear
with an increase of 17.8%.

v. Liability Review
Aternaad total deposits have Increased by 12.7% to PRR 84.8 billon in compariscn with PKR 75.3 billon last year.

vi. Shariah Board Meetings
S8 has conducted five (05) meetings during the year. Major SB apgrovals are summarized as below,

= Islanic Banking Window Policy, S0P & Trainng Flan
* Policy 6n Sale of Third-Party Products

« Islamic Export Refinance Scheme (IERSHPolicy & Manusal
« Pay Pak Debit Card Manual

« Finaneing Products Policy

» Shartah Non-Compliance Risk (SNGR) Policy / Framework

* Islamic Treasury Policy - Revised

= Poal Management Policy - Revised

= Financial Consumer Protection Framework (FCPF)Y Falr
Treatmeant to Consumers (FTC) Policy - Bevised

» Islarmic Scheme for Long Term Finance Facility (ILTFF)-Palicy
& Manual Revised

Recommendations

= Musawamah Manusl

+ Salam Manua! - Ravised

« lstisna Manual - Revised

« Tijarat Manual - Bevised

« Murabaha Manual - Revised

= ljarah Marual - Revised

= DM Manual = Ravised

+ Standard Procedure Manuals (SPMs) of Operations
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panding.

3. Bank i5 required to introduce a comprehensive Islamic banking training policy that must include elementary and advance jevel
specializad training coursas for all staff across the Bank.
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We pray to Almighty ALLAH to provide us guidance to-adhere to the Shariah prnciples in day-to-day operations, to-absotve our mistakes
and for ihe success of Isiamic banking In Pakistan,
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Notice of 73%° Annual General Meeting

Matice is hereby given that 73rd Annual Gansral Meeting ("AGM") of National Bank of Pakistan (the "Bank”) will be held on
Wednesday, March 30, 2022 at 10:00 AM, (PST) physically and through slectronic means.

Physical gathering of the shareholders shall ba held at Ballroom-C Movenpick Hotel, Club Road, Karachi, by strictly following the
S0Ps advised by the Governmant.

The following business will be transacted in the Meeting:

Ordinary Business:
1. To confirm minutes of the Annual General Meeting (AGM) of Shareholders held on March 29, 2021, through electronic means.

2. To receive, consider and adopt the annual audited financial statemants of National Bank of Pakistan and consohidated accounts
of National Bank of Pakistan and its subsidiaries for the year ended December 31, 2021, together with the Directors’ Report,
Auditors’ Rapart and Chalrman's Review Repart therson,

3. To appoint auditors for the year ending December 31, 2022, and fix their remuneration. The Board of Directors has recomrmend-
ed re-appointmant of Messrs PwC AF. Fermuson & Co., Chartered Accourtants and Messrs Yousaf Adil, Chartersd Accountants,
o be the auditors of the Bank for the year ending Decembar 31, 2022.

4. To consider and approve cash dividend at Rs.1.00 per share, Le., 10% as recommended by the Board of Directors for tha year
anded December 31, 2021 {subject to approvals of Government of Paklstan undar Section-17 of The Banks® Nationalization Aot,
1974 and State Bank of Pakistan).

Special Business:

5. To oconsider and apprave tha remuneration of Mr. Arif Llsmani, President/CEQ of the Bank for a period of threa months (Govern-
mant of Paklstan has extended the term of the President vide Motification No. F.1(33)Bkg-III/2018-218 dated February 14, 2022,
for three months or till the appointment of a regular incumbent, whichever is eariar), on existing pay package (approved by the
shareholders in 70th AGM held on March 28, 2019).

6. To transact any other business with permission of the Chalrman.

By Order of the Board

Karachi Sl
Dated: March 09, 2022 S.M. Ali Zamin

Secretary (Board)
NOTES:

The Share Transfar Books of the Bank shall remain closad from March 24, 2022 to March 30,2022 (both days inclusive), Transfers
recaived at Massrs. CDC Shara Registrar Servicas Limited, CDC House 92-B, Block “B", SMCHS, Main Shahra-e-Faisal, Karachl
- 74400, the Bank's Share Registrar and Transfar Agent, at the close of business on March 22, 2022 will be treated in time-for the
purpose of attending the meating and any other entitlemeant.

1. PARTICIPATION IN ANNUAL GENERAL MEETING:

in the wake of prevalent Covid-19 pandemic situation and in the light of relevant guidelines issued by Securities and Exchange
Commission of Pakistan ("SECP") vide Circular No. 04 of 2021 dated February 15, 2021, and Letter No. SMD/SE/2(201/2021/117
dated Decembear 15, 2021, the members are encouraged to participate in the AGM through an electronic facility organized by the
listed company.
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a) Attending Meeting through Electronic Means

In order to attand the AGM through electronic facility, the members are requested to get themselves registered with COC Share
Registrar Services Limited upto March 29, 2022 till 05:00 PM. at cdcaiedesrsl com and they are requested to provide the
information as per below format;

ISar_i_aI h_l_-::r. Ff.:-tin_ Humheraf CDG ﬁ_u:cnunt # | Nama of the Ehamhotdar | CNIC # | C_:ﬁﬂi # _E_-mai_l__ﬁdti_rggs
The details of alectronic facility will be sent 1o the members at the amall address provided by them. The login facility will be

opened at 09:30 A.M. on March 30, 2022 enabling the participants 1o join the proceedings after [dentification and verification
process before joining the meeting, which will start at 10:00 A.M. sharp.

b) Attending Meseting Physically
Arrangements for physical gathering of shareholders have been made at Ballroom-C Mévanpick Hotel, Club Road, Karach|,

c) Attending Meeting through Proxies

I. All members, entitled to attend and vote at the Annual General Meeting, are entitied to appoint another member [n writing as
their proxy to attend and vote on their behalf. A legal entity, being a member, may appoint any person, regardless of whether they
are a member or not, as proxy.

II. The proxy instrument must be complete in all respect and in order to be affective should be deposited at Office of the Registrar
or Office of the Secretary Board, 2nd floor, NBP Head Office, LI. Chundrigar Road, Karachi not fater than 48 hours bafore tha time
of holding the meeting.

. For attending the meeting through electronic means (Zoom), proxy form shall be submitted along with proxy holders' emall
address and mobile number,

. If any member appoints more than one proxy for any one meeting and more than one instrument of the proxy are daposited
with the Registrar, all such instruments of proxy shall be rendered invalid,

d) The shareholders will further have to follow the following guidelines for appointing proxies:

i} In case of individuals, the account holder or sub-account holder and/or the parson whoses securities are in group acoount and
their registration details are uploaded as per the regulations shall subimit the proxy form as per the requirements mentioned
below:

a) Thia proxy form shall be witnessed by two persans whiosa names, addresses and CNIC humbers must be mantioned on the
form.

b) Attestad copy of CNIC or the Passport of the banaficial owner(s) and of the prosy shall be furmished with the proxy form,

iy In case of a legal entity, the original or duly authenticated Board of Directors’ resolution or power of attorney with spagimean
signature of the nominee shall be produced (unless it has been provided earlier) along with proxy form to Messrs. CDC Share
Registrar Services Limited or to the Office of Secretary Board, 2nd floor, NBP Head Office, |.| Chundrigar Road, Karachi,
{Proxy Form is available on WBP websita www nop.com. pk)

« Members are requested to immediately notify any change in their address (o the Bank's Registrar/Shares Transfer Agent Le.,
Messrs. COC Share Registrar Services Limitad.

2. REQUIREMENT OF VALID CNIC AND IBAN:

As per requiraments of the Companies {Distribution of Dividends) Regulations, 2017 and 5SRO 275 (1)/2016 dated March 31, 2016
issuad by the SECP, the payment of cash dividend shall only be made 1o the shareholders who have provided copies of thelr valid
CHNIG/NICOP/Passport (in case of individuals) and NTN (in casa of corparate entities) and valld detalls of designated International
Bank Account Number ("IBAN').
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3. DEDUCTION OF WITHHOLDING TAX:

Please note that the withholding tax will be deducted at the following rate based on “Active Taxpayer List" {ATL) available at FER
website:

1. Persons appearing in Active Taxpayer List: 15%

2. Persons not appearing in Active Taxpayer List: 30%.

Further, in casa of joint shareholders, fax will be deducted as per thelr ratin/share (if any) Intimated by the same to the Bank's
Share Registrar, otherwise, their shareholding will be treated as aqual.

4. ELECTRONIC DIVIDEND MANDATE:

Under Section-242 of the Companies Act, 2017, itis mandatory for all listed companias to pay cash dividend to thelr shareholdears
through electroric mede directly in the bank account designated by the entitied sharehoiders.

In arder to recaive dividend directly Into thair bank account, shareholders are requested (if not already provided) to fill in Bank
Mandate Form for Electronic Gredit of Cash Dividend avallable on the Bank's wabslte and send it duly signed along with a copy
of valid CNIC to the Share Registrar, CDC Share Registrar Sarvices Limited, CDC House 99-B, Block "B, Sindhi Musiim Coopera-
tive Housing Sociaty (S.M.C.H.S), Main Shahra-e-Faizal, Karachi - 74400, in casa of physical shares.

In case of shares held in COC, Electronic Dividend Mandate Farm must be directly submitted to the shareholder's broker/partici-
pant/COC account services.

In case of non-receipt of information, the Bank will be constrained o withhold payrment of dividend o shargholders,

5. DEDUCTION OF ZAKAT ON DIVIDEND ISSUE:

Zakat will be deducted from the dividends at source at the rate of 2.5% of the paid-up value of the shares (Rs, 10V- each) under
Zakat & Ushr Laws and will be deposited within the prescribed period with the relevant authority. Please submit your Zakat Decla-
ration Form (CZ-50) under Zakat & Ushr Ordinance 1980 and Zakat (Collection & Refund) Rules, 1881 to the Bank's Share Regis-
trar. Shareholders who hold shares with participants / CDC are advised to provide the above Form through the concerned brokers
/ CDC.

6. UNCLAIMED DIVIDEND:

As par the provision of Section-244 of the Companies Act, 2017, any shares issued or dividend declared by the Bank which have
remained unclaimed / unpald for a period of three (03) years from the date on which it was due and payable are required to be
deposited with SECP for the credit of Federal Government after issuance of notices to the sharehalders to file their claim. Share-
holders are requested to lodge their claims for unclaimed cash dividends/ bonus shares kept with the Share Registrar and Transter
Agenit of the Bank, on the address given above:

7. TRANSMISSION OF ANNUAL FINANCIAL STATEMENTS THROUGH EMAIL:

In pursuance of the directions given by SECP vide SR 787 (1)/2014 dated September 8, 2014, those shareholders whao desire to
racalve Annual Financial Statements through email instead of recalving the same by post in future are advised 19 give their formal
consent along with their valid emall address on a standard reguest form which s avallable at the Bank's website La.,
www.nbp.com.pk and send the said form duly filled in and signed along with copy of his/her CNIC/Passport to the Bank's Share
Registrar. Please note that giving emall address for receiving of Annual Financial Statements instead of receiving the same by post
is optional. In ¢case you do not wish to avall this facility please ignore this Niotice and, in such tase, Annual Financial Statements
will continue to be sent at your registered address on CD as approved in 68th Annual General Meeting held on March 30, 2017.

8. DEPOSIT / CONVERSION OF PHYSICAL SHARES INTO BOOK-ENTRY FORM:

The SECP through its letter No. CSD/EDYMisc /2016-638-540 dated March 26, 2021 has advised listed egmpanies to adhera to
the provision of Section-72 of the Companies Act, 2017 (the “Act") requiring all the existing companies to replace shares issued
by thern in physical form with shares Into Book-Entry form in @ manner as may be specified and from the date notified by the SECP
bt not exceeding four (04) years from the date of promulgation of the Act. Considenng the aforesaid directive, NBP has also
published a request on October 28, 2021 to ensure compliance with requirement of tha Act and advised to open Investor Account

Anral Report 2021



Where The Malion Banks

diractiy with the Central Depository Company of Pakistan Limited (*CDC") or CDC-Sub-Account with any TREC Holder regis-
tered with Pakistan Stock Exchange Limited (PSX) to place their physical shares inio Book-Entry form, It will not only ensura
the compliance of relevant rules and regulations but will also speed up the process of disbursement of entitlemant to the
respective shareholders.

%I 1;f_k'\z.,".iﬁtlLafff«EHLIT\u" OF AUDITED FINANCIAL STATEMENTS ON BANK'S WEB-
The Bank has placed the Audited Annual Financial Statements for the year ended December 31, 2021 along with Auditors’
Repart and Directors’ Report and Chairmarn’s Review Report thereon on its website: www.nbp.com.pk

STATEMENT OF MATERIAL FACTS

This Statement sets out material facts conceming the special business given in agenda item Na. 05 of the Notice, ta be trans-
acted in the 73rd AGM of NBP's shareholdérs to be held on March 30, 2022.

Agenda ltem No. 5

To consider and approva the remuneration of M, Anf Usman), President/CEQ of the Bank for a peried of three months (Govarn-
mant of Pakistan has extanded the term of the President vide Notification Nio: F.1{33)Bkg-I1/2018-218 dated February 14, 2022,
for three months or till the appointment of a regular incumbent, whichever is earlier), on existing pay package (approved by
shareholders in 70th AGM heid on March 28, 2018). The shareholders are requested to pass the following resolution:

“RESOLVED THAT the existing remuneration package of Mr. Arif Usmani, President/CEQ of the Bank, be and is hareby extend-
ed in the lght of Govermment of Pakistan Notification Mo, F1(33)Bkg-1I12018-218 dated February 14, 2022, for a period of three

months or till the appointment of a regular incumbent, whichever is sarller.”

Disclosure: In terms of Section 134(3) of The Companies Act, 2017, no director/Chairman is directly or indirectly inter-
ested in the Special resolution except the President.

Annual Repart 2021
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Taugeer Mazhar
SEVR/Group Chast,
Fetail Bandng Group

Taugesr Mazhar has mome than 29
years of banking expenence at varous
semior level positions In Compomate,
Retal and Consumer Banking, His
previous employer was UBL. where he
was working as Group Head Branch
Banking and was responsible for
managing the entire Branch Banking
Business including Small Enterprises,
Rural and Corsumer Business along
with Comporate  Marketing  and
Branding. Taugeer is an MBA from
LUMS and started his carear with
Citibank in 1990 as Management
Associate and has worked in different
senior level roles at Citibank Pakistan,
Saudi Amabia. USA and UAE. He then
moved to ABN AMRO Bank
Kazakhstan and later joined Kazinvest
Bank, Kazakhstan as Head of Retall
and Consumer Bank. He successfully
lavmched Cradit Card, Personal Loans,
Phone Banking and Liahilty Products
in these organizations. His last
assignment prior to joining LIBL was
Head of Branch Operations for HBL
where he was responsible  for
managing the overall domestic branch
operations portfolio across the country.

IEZN Annual Report 2021

Mr. Rehmat All Hasnie has been with
MNEP since 2010 and has been the
Groupp Chief of the Inclusive
Development Group (IDG) since 2019,
DG s NBP's most recent and
ambitious initiative to posttion the Bank
as not anly a commercial bank but also
as an institulion focusad an the prarity
firancing sectors  of  Pakistan's
econormy. In this regard, not anly is the
focus of IDG on SME and Agriculture
lending but also the redationship with
micrafinance lenders o enable the
promotion of financial nclusion and
access of finance to thosa segments of
the Pakistan economy which have
prasently not mainstreamed into the
firmancial sector.

Mr. Hasnie 5 a financial markets
professional with a MA Degres in
Development Banking from The
American University (USA) and
represents NBP on the Boards of
Pakistan Maortgage Refinance
Comparyy and First National Bark
Modaraba as a nominge direclor. He
has over 25 years of work experience
that includes - economics research,
capital markets, investmant banking,
treasury and credit markets at varous
institutions in Pakistan.

Rehmat Ali Hasnie
SEVP/Group Chief,
Inelisive Development Groun

Muhammad Ismail Usuf
SEVP/Group Chiet,
Tresssury and Caprtal Market

lsmail brings in over 27 years of
experence in Treasury & Capital
Markets. In his curmrent position, as
Group Chief Treasury he manages the
interest rate, foreign exchange and
liquidity risks of the bank. Treasury
function comprises of Assats and
Liabfiity ~ Management,  Financial
Maskets Trading, Eguity Markets
Trading and Sales & Structuring.
small isan |BA graduate and joined
NBP Treasury in 2004 and has a proven
track record of successiully managing
treasury functions. Prior to joining NEP
he worked with Faysal bank Treasury
as well, He is well experienced in setting
up and managing Treasury business
and brings in-depth knowlsdge of
Maney Market, Foreign Exchangs,
Capital Markets; Dervatives and
Structured Products.



Amijad Imran Khan
SEVR/Group Chiet,

; bonal Firancial kst
& Remittances Group

Amijad Imran Khan has rich banking
expenence of over 30 years during
which he has worked with leading
banks in Pakistan, UAE, Hong Kong
and Bahrain, He joined NBP from
Emirates NBD, LIAE, where he worked
a5 Global Head of Fnancial institutions
for the Bank.

Prior to joining Emirates NBD, he was
associated with Standard Charterad
Bank where he worked in different
geographies and hald senior positions
such as Executive Direclor and
Managing Director. During his terurs at
SCB, he worked on growing the
business in  transactional banking,
financial  institutions  and  capital
markets. He started his career in
19890with Deutsche Bank, Pakistan
after completing his MBA from Drexel
University, LISA

Hamayun has over 20 years of expanance
working  for banks,  lelecoms,  and
technology-refated -global organizitions. His
last assignmant was at LBL, wihene ha worked
as Head of Digtal Transformaton and
Payments and was manly responsités for
laading the banl's digital trarsfonmation and
crafting new digital barking cpporurities
Recognized as Asa's top 100 Firtech leaders,
K. Muhammad Hamayun Salld 5 a
rasuilts-driven technology leader with & passion
for mnovation and a wnigue mix of stratégic,
creative, commercal, and techmical abifities, He
cregiivaly solves complax business probilams
with custemar-ceniric selutions while bisiding
rapeatable, sustainable processes that support
future opemtional sxcelience. Muharmmad has
a collaboratve and transparent eadarship
she, ererpied by aligning, developing,
empawenng, and inspiing  hegh-performing,
oris-functional teams o delver against a
wision. He his & proven track record in cresting
and optimizing fictionless digital expenences
for corsumens of financlal services acmes
banking, payments, and ecosystern product
Sras.

He has bean a leader and member of the come
i resporsitle for winos digital finencial
services  inafives,  Brands to which be
confributes  inclucde UBL, Wave Moy
Myanmar, Easypaisa, Telenor Banka Serbia
and Paystuy Thesiand, He has vas! exparience
opemting aoross the EMEA & APAG region
cournes,  including  Myanmar, Thailand,

ks redaining peopie's egpaciahons.

Muhammad Hamayun Sajjad
SEVPGroup Chisl
Chief Digital Officer, Digital Banking Group

Where The Nalion Banks

Abdul Wahid Sethi
SEVRICFD,
Financial Cantrol Group

Abdul Wahid Sethi 15 a Chartered
Accountant and holds MBA degree
from Imperial College, Lahare with over
26 years of experence. Mr Sethi s
cumently sening as  SEVP/Chief
Financial Officer of National Bank of
Pakistan (NBP). He has also served as
SEVP/Group Chief of Audt &
Inspection Group at NBP. Mr.Sethiisa
fefiow member of the Instiute of
Chartered Accourtants of Pakistanand
hiolds an MBA degree in Finance from
Imperial College of Business Studies
(IZBS), Lahore. He has over 26 years of
work  expenence at different  key
positions,
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Asma Shaikh

SEVPGroup Chisf,
HEM Group
Asma 5 a seasoned HR professional
with -almest 28 years of multi industry &
multi-culiural experience in fast paced
Pharma, Petroleum, ECom and
Logistics.

She has more than 20 years of
experience; as Head of HR, for
organizations ke Deulsche Bank,
HSBG, Dubal Isiamic Bank. Barclays
Bank, MIB Bank and TCS: She has been
an actve pariner in driving business
transformations through building Takent
Capability, Compstency based Career
Development  Frograms,  fostering
CBA-Managament relations, building a
Perforrmance  Driven  Cufture  and
developing  Women ' Empowermant
Initiatives at workplaces,

Azma was an essantial founder member
of Dubai islamic Bank by building the
Bank's people infrastructure  from
scratch. She was also an instrumantal
player in the performance tumamund al
Barclays Bank Dubai and Alfrica through
rabust Performance Management and
launch of Career Path Programs.

Asma is a certified Executive Coach by
Intemational Coaching Federation (IEF)
and also cartified as Director of Board
by PICG.

On a personal level, Asma ams to
alleviate gender equality in the Pakistani
workiomee while providing tools and tips
to young girls who want to build their
Carsers,
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Kanm joined National Bank of Pakistan
in 1996, Sincea then he has held & vanety
of senior positions during a career
spanning over 25 years, In 1997, he
moved to Bank of Amenca as Senior
Authorized Otficer. He re-joined NBP as
Vice President to head Business
Monitoring & Financlal Control of tha
Bark's intemational franchise. [n 2003,
he headed Corporate Gredit Division for
five years. Kanm aiso served Mational
Accountability Bureau for three years as
Director = Financial Crirmes
Investigation. After repatriation to NBP,
he worked in Asseis Recovery as
Exacutive Vice President for a period of
seven years, and subsequently led
Logistic Support Group as its Group
Head., He was elevated to SEVP &
Group Chied, Logistics,
Communications & Marketing in 2021.
He is currently responsible for leading
multi-cisciplined logistical functons by
leading a large team as a cohasive unit,
thus efficiently providing logistical &
marketing  support  to  intemal
customers.

Karim Akram Khan
SEVP/Group Chisf, Logistics,
Communications & Marketing Groug

Fouad Farrukh
SEVP/Group Chied,

Aftemasad Isamic Banking Group
Twenty-four years experienced Banker
with Pietall, Corporate, Risk, and |slamic
Barking in leadership rofes. Expenenca |s
divided in elghteen years in Pakistan and
six years in the Middle East. Recognized
and rewarded for building market-lsading
profitable, sustainable businesses, Prior
{0 joining National Bank, fed Retal and
Islamic Banking expansion for Faysal
Bank Limtied for over § years and Country
Head for HEL Bahrain; and Risk Head for
Gulf Region of HBL.

Hassan Umair Wasti
SEVPGroup Chigh,

Irtermal Audit & Inspection Group
Umair has 25 years of work exparienca in
Internal Audit and Risk Management
functions in multi-national banks in UAE,
UK and Pakistan. He has in-depth skilis
and knowledge to strategically lead
functions: mn the second and third line of
deferse across all banking businesses of
consumer, comomte, Small  and
Medium enterprises (SME), private
banking and wealth management,



Nauman Muzaffar
SEVFIGroup Chial,
Fisk Menagement Group

Mauman has over 25 years of
experience during which he has
worked  with reputed  multinational
organizations in vanous roles, Earlier ha
was in HBL, where he worked as GM &
Head Enterprise Risk Management and
was spearheading the establishment of
the Bank's ERM function whils werking
on strengthening the existing risk and
control environment across the Bank
Prior to joining HBL and moving back
to Pakistan, Nauman was with JP
Morgan Canada warking as the Chief
Risk Officer for JPMorgan’s Investment
in MNew Yok within thair Corporate
Finance Advisory team, senior rating
agency analyst for the Ol & Gas vertical
of DBRS, Canadian pioneer rating
agency, Ewxscutive Diector Global
Derivalives marksting team as a
business manager. Prior to moving to
Morth America, Natman also worked
briefty at the Pakistan Credit Rafing
Agancy  (PAGCRA). Nauman has an
undergraduate degres in Finance from
the University of Litah, USA and an
MBA from the Lahore University of
Management Sciences (LUMS)

Riaz has more than 26 years of banking
experence @t vanous senior  level
positions in Compliance. Me oined NBP
from Habib Bank Ltd. where he was
working as Global Chiet Compliance
Orfficer and was responsiie to manage
Compllance affairs for 1700 branches
goross 13 countries for the Bank.
Maiman started his career with Citibank
after completing his MBA from IBA in
1993 and has spent major tenure of his
caresr at vancus senior lavel positions at
different geographical locations. His kast
assignment prior to joining HBL was
Director Operational Risk Management
for Citibank - UAE. where he developed
and managed sk and  control
seff-assessment programs and was
aiso responsitle to provide aversiaht on
global operational  risk management
policies. Earlier to this, he was the EMEA
Regional AML Compliance Head and
Regional Core Compliance Head based
out of Citibank UK, whem he was
responsible  fo  manage  regional
comphiance activities and initiatives and
and testing guidelines. Before moving to
the UK, he was the Head of Operations
for Citibank Algena. Mauman has alsa
headed varous senior  Operations
positions for Citbank Pakistan at the
start of his carger,

Nauman Riaz
SEVF/ Group Chied,
Compliance Group

Where The Nalion Banks

Amin Maniji
SEVPGroup Chief,
Infarmation Technalogy

Manji brings: more than 30 years of
axpenence across the T dnd Financial

Services industrles to NBP He s

curmently sarving as SEVP and Group
Chisf for the Information Technology
Group. He is responsible for the Bank's
IT products, services and infrastructure
domestic and intemational landscape,

Prior to joining N8P, Amin has held a
variety of technology roles at Deutsche
Bank, Standard Chartered, Citl, Credit
Suisse, Telecom Australia and Robert
Bosch across Australia, Singapore and
Japan, His areas of expertise inciude IT
Strategy & Execution, Technology
Managemant, Digital Transformation, IT
Policies, Propesses & Procedures and
Disaster Recovery & Business
Continuity. He has a track record of
developing high performance teams
and strategically utlizing technology to
deliver complex IT solutions ih a
globally interconnected and culturally
civerse envirorimeant.

Amin serves on varous leadership
forums at NBP including the Executive
Committee [ExCOM). Enmterprise Risk
Committes, Compliance Committes of
Management and the Technology and
Digltalization Steenng Committes.

Amin holds & BS. from Comell
University in the USA and a Master's in
Appliedd  Finance  from  Macouane
University, Australia,
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Organisational Overview

NEP has a proud history of more than 7 decacdes of serving the Nation,
with the scale and diversity fo serve customers and clients aoross a
broad range of financial nesds.

Established on November 09, 1949 under the Mational Bank of
Pakistan Ordinance-1949, NBP is a lsading Commercial Bank in the
country, Over the decadas, the Bank has redefined its role into a
modem

growth-onented commercial bank by expanding its business network
-across cortinents and capturing sizeabie market share in the banking
sactor. The Bank provides commercial banking services Including
deposits, bancassurance, corporate loans, investment banking
aclvisory, forex, glebal remitfances, undenwrifing, assat management,
‘agency services, brokerage, modamba and other banking and
financial services. We striva n

promating financial inclusion of the unbanked masses In the country,
creating equal employment opporunities  and  delivering  our
responsibilities as a responsible corporate citizen,

The Bank alsa has an international presence through branches and
subsidiaries in the Far East, Middle East, South Asia, Central Asia,
Europe and Morth Amernica,

Our Product Universe

Qur diversified and comprehensive products and

sarvices provide uhiversal banking solutions for all credit and
non-credit financial requirements of the customers.  Individual
customers can benefit from a large amay of our products e.q. lockers,
mabile banking, EMV Debit Card, and depost therr savings.
Government employees can obtain financing against their salary; can
‘obtain mortgage finance as a first step towards building a home; and
can banefit from our home remittance samvice 1o receive cross-bondar
funds from their family memibers abroad.

For corporate, commercial and SME businesses, NBP |s here to help
entreprenaurs launch a start-up, fund their business growth, manage
payments timely and seclrely, expand internationally, manage their
finances effectively and deal with business counterparts globally
through our branches and representative offices.

Details of our products may be found at

s MR COF TR
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1,323

Domestic Conventional

Branches

191
Domestic Islamic
Branches

PKR 3.8 Trillion

Total Assets

PKR 1.3 Trillion

Advances

AAA/A-1+
Credit Rating

9+ Million
Customers
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The Bank runs an unparalieled, and one of the larges!, branch network oparating
all across the country, including the most remote rural areas where no other bank
operates,

Culr business aparations ane based on a gesgraphically diversified, composite
and imegrated structurs whereby the banking amd non-bBanking financial and
ralated services are typically provided by the Bank through its domestic
and international branches, subsidlanes and associates.

Tha recent rise of urbanisation and the growing middle class younger g

population, rapid technological edvancernent and increasing local o |

and global busiress connectivity are ail driving further growth in

our comventional as well as islamic banking network.

Tha Bank al=o has an international presence

through branches and subsidiares in the Far

East, Middle East, South Asiz, Central

Asia, Eumape o
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Geographical Presence

We are privileged o play an impaoriant role in the
country's economy. That brings with it a deep
responsibility to the communities we serve across
the Mation.
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SEVEN DECADES OF SUCCESS

Committed to Pakistan’s prosperity
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Financial Performance

Overview

Matinnal Bank of Pakistan
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Our performance remained

P&L

7 [PKR ‘Bn)

strong as we continued to create
growth opportunities for the
Nation through uninterrupted
delivery of services to our

custorners. Financial results for
the year 2021 reflect our
resilience to the impact of Covid
on the Bank, its customers and

8
I ﬁlﬂ_
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w0 Wl
: o8 [ =o
G |

the economy:

Net Interest Income

Net Interest Income

Net Interest Margin

BN Annusl Report 2021

Gl mBEp, NA Opex: Pron.. Bdifiem  Tax PAT

During 2021, the Bank samsd gross
mark-up/interest income of PKAR 231.9
Bn (-10% YoY), Met interest-bearing

B0% of the total mark-up incomie.
Average loans and advances (nat)
werz up by 1.9% at PKR 288.4 Bn
{2020; PKR 970.1 Bn) and generated
rark-up/interest income of PKA 87.3

Bn, which compared to PKR 99.8 Bn
3.2% levels of 2020, is lower by 12.5%.
Average interest-beanng lablibes
120200 S increased by 12.4% to PKR 2,692.9
BEn; However, the Bank's cost of funds
2019 3.2% decreased to PKR 134.3 Bn (-12.6%
Yol), of which PKR 87.8 Br (Dec' 20:

PKR 103.4 Bn) was on account of
profit ta the depositors. During the
year, the average policy rate remained

et B assats during the period averaged at 7.29% compared 1o 8.95% of last
PKR 2,756.2 Bn (+16.0% YoY), year, This translates |nto an average
97.6 Interest-bearing investment portiolic dacline in the palicy rate by 166bps.
averaged 25% up-at PKR 1,687.2 Bn As a consequence, the Bank's cost of
PIE .  104.2 (Dec ‘20: PKR 1357.4 Bnj and deposits dropped by 120bps to close
genarated interest/mark-up income of at 4.0% for 2021 [2020: 5.2%). Ovarall,
M 719 PKR 138.1 Bn{-8.7% YoY). making the Bank's nat mark-up/ intersst

income closad at PKR 97.6 Bn, which
=5 5.3% lower against PKA 104.2 Bn
earned during the prior yesr.



Financial Performance

Non-Interest Income

Non Mark-up/Interest
Income

PHR Bn

MNon-Interest Income
to Total Income

27.5%

2020 BTN
ET  33.5%

Decpite-a generally lower economic
activity during the year due to the
pandemic, the Bank succeeded to
achieve some growth Inits
rian-fund-based income stream by
generaling a non-mark-up income ol
PKR 36.9 Bn (Dec '20: PKR 36.1 Bn),
constituting 27.5% of the total Income
(Dec '20: 25.7%,). Branch banking
operations continued generating healthy
fees & commission income that closed at
FKR 17.8 Bn {-2.5% YoY). Dividend
income increased by 141.7% to PKR 4.6

Where The Nalion Banks

Bn (a5 companies resored to retaining
the profits). Higher international trade
volumes, increasing the forelgn exchangs
income by 59.8% YoY to PKR 6.5 Bn
(Dec "20: PKR 4.1 Bn). Thesa gains were
haowever offsat by the lower galns an
securities that amounted to PKR 6.2 Bn
{Dec 20: PKR 7.9 Bn). Accordingly, the
non-mark-upfinterest income of the Bank
tofaled PKR 36,8 Bn, as against PKA
36.1 Bn of the last year,

el R I I R T e

Operating Expenses

PR ‘Bn

60.0
R 631
20180 T

44.6%

45.0%
12019 e

With a 4.9% decrease Yo,
operating axpenses for the
year closed at PRRA 60,0 Bo
against PKA 63.1 Bn for the
year 2020, HR
compensation that
accounts for 62.1% of the
total operating expenses
amountad to PKR 37.0 Bn
compared to PKR 40.5 Bn
for the year 2020, the
dacraase is due to reversal
of provision. Resultantly,
the Bank's operating cos!
to income ratio stood at
44.7%, against 45.0% for
the prioe year,
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Operating Expenses

Number of Employees Expenses per Employees
PKA ‘Sn

15,409 |
E 15,109

FIT- I 15,188

2020 4.2

FIT_43

Thie Bank invests appropnate funds in the uplift and maintenance
of Its business premises, providing a secure & healthy work
envirgnment 1o is workforce and custorners, This year we spent a
sum of PKR 0.9 B on repair and maintenance of our business
premises, Overall property-refated expernses amounted to PHA

B.4 Bn, which is 1.8% more than the prior vear. Since Information

Invested in
HR Training

Technology is pivotal for fhe Bank to achieve its strategic goals,
wie continued o invest in upgrading our IT infrastructuns, systems,
and applications architecture. In 2021, we spent PKR 1.4 Bhon
software maintenance and PKRE12.2 Mn on Network

-, R D T T T TTTTT’"T’T"TTYT’"T’'T'T’T’T’'TTTrT"UYTrf‘’ésC'T’T"'UrTr""Y YT

Profitability

Profit Before Tax

Tax

PR ‘Bn

249
2 57

2018 J 12.2

2018 15.8

Pre-tax profit for the year amounted to PKR 52.9 B i.e. 14.4%
higher Yo'f against PKR 46.2 Bn of 2020, which is Highest Ever
PET in the History of the Bank. Tax charge amounted to PKR

24 85 Bn, translating into an effactive tax rate of 47 0%
{2020:34%). Tax change mainly Includes PKR 18.5 Bn at
statutory rate, PKR'2.1 Bn as super tax and PKR 3.3 Bndua to
the nadmissibility of PKR 9.8 Bn civil penalty, Moreover, reasons

Significant growth is achieved in
profitability, partially off-set by

higher provisions charge.
Net assets increased by
PKR 18.6 Bn.

Annual Report 2021

for prior year's lower effective tax ratealso included a PKR 2.3
Bn provision revensal that was booked due to appeal effect oler
received on account of faverabie ATIR decision. Consequently,
profit atter-tax for the year 2021 closed at PKR 28.0 Bn e 8.3%
below tha PKR 30,6 Br in 2020. This translates into Eamings Per
Share of Rs. 13.16 as compared to Rs, 14.36 in the

comesponding year,

PAT - YoY Reconciliation (PKR 'Bn)

180

m =
o & % W =
85 92

Dec?@ NI NRl Opex  Pow. Bdftem Tax  Dec2d



Financial Performance

Assets Quality and Provisions

PKA ‘Bn

197.9

P 1713
()1 9 1488

Reflacting the ecanomia emvironrmnt tiggered by tha Covid-19 pandamic,

the asset guality of the Bank is-still under pressure during the recent
miontha. As of Decamber 37, 2021, NPL's totaled PKR 1979 Bn, baing
PKR 26,6 Bn or 15.6% higher than Dec 20 leved of PRR 171.3 B, The
Bank follows a proder approach in the identificaton of loan impaiments
to strengthen its balance sheet by mairtaining B robust level of specific. as
wed &g peEneral provisions against NPL's and underperioming porfolios.
Provtsion charges of PEA 11.9'8n [Dec 20 PKRA 30.9 Br) was booked

e el et el

Delivering to the Shareholders

Our aim is to deliver healthy

Where The Malion Banks

NPL Coverage (Specific)

90.6%
FET  ©0.0%
ETC 90.2%

during the prior year undar review. Consequently, specific, and general
provisions increased to PER 179,23 Bnand PKR 12.5 Bn, Howeaver, totad
provisions feld transiate into 8 coverage ratio of 96 99, PKR 1879 Bn of
non-paroming loens include GAEM (PKR 1.9 Bn), Sub-stardard (PHH 53
Bri and Doubtiul (FKR 17,3 Bn), while PER 173.5 Bn ame clssified as loss.
Specific provision coverane stood at 90.6%, whereas provision coverage
(incluidling general provaions) stood at 86 9%,

- S R R R R R S R R R e e

Fimancial seundness indicators of the Bank have improved significantly and have resulted

and sustainable returns to
shareholders. We achieve

in the Bank bieing in a much stronger position, Retaining the profit in recent years has
added to the Shareholders' wealth through higher book value per share, which has

this by focusing on both increased 38.4% from FKH.E?.E per share at the end of 2018 to PKR 134.5 per share at
ope:atfng DEffDﬂH&ﬂGE and the and of 2021. Key financial soundness indicators of your Bank are as follows.
balance sheet St{n’E‘”ch. We Indicater 2020 | 2018 | e
understand the importance o o

Df de,ﬁveﬁng shareho']dem' Net Asssts FrR W 286.2 2676 2328 206.9
return at stmng arnd Break Up Value per share ma) 1345 1258 1093 gr.2
sustainable levels Capital Adequacy (%) 204 108 155 163

Retum on Equity

13.5%
F 17.2%
2018 10.2%

Return on Equity (RoE) measures the
Bank's profitability. It represents the net
profit generated as a percentage of the

shareholders’ equity.

Eamings Per Share (Rs.)

2019 | 7 4

2018 I ©
2017 | 105
2016 [ 10.7
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Balance Sheet Strength

Balance sheet strength s cnitical to the Bank's ability to serve our
customers, drive core business outcomes and delver strong and
sustainable retums for our shareholders. Our key capital, liquidity

and funding metrics strengthened further during FY'21.

Total Assets

As of December 31, 2021, the total assets
of the Bank amounted to PKR 3.846.7 Bn,
which is 27.9% more from PKR 2.008.5

Total Assets
PHA Bn

3,846.7

Bn at the-end of 2020. The Bank has 3,008.5
managed its overall asset-liability mix by
genarating stable funds and deploying the 3,124.4

same inta eaming avenues offering
positive vield

The strength of cur balance sheet means the Bank s
well-positionad to support customer s and the Pakistan economy
through challenging and uncertain times.

Retum on Average
Assets - Pre Tax

Capital Strength and Adequacy

- TmaanhhmbeanldennﬁedbylhaSBP PER 129.75 Bn at theend of 2021.
Common Equity as Domestic Systemically Important Bank Likewise, Eligitie Tier 2 capital atso
Tier-1 Ratio ‘DSIB". Therefore, the Bank is increased by PKR 9.12 Br or 16.5% 10
required 1o maintain minimum CET-1 at closa at PKR 64,34 B at year end 2027,
9.59% and Total CAR at 13.5%. Pertinent  Tier 2 capital eligible component
to mention that effective March 31, 2020,  increased cofresponding to increase n

Capital Adequacy

20.4%

MBP was 1o be subject to enhanced loss
absorbency surcharge of 2.0% in the
form of additional Common Equity Tier-1
capital (CET-1). However, as a measure 1o
dampen the effects of Covd-19; and 1o
support the banking sector m extending
cradit facilities o its customers, SBP
reduced the capital conservation buffer by
100bps from 2.5% to 1.5%, for the time
being. This resulted in lowering the
statutary minimum capital requiement for

15:5% from PKR 172.90 Bnat YE'20 to

total Tier 1 capital, Whereas total BWAs
increasad moderately by PKE 142,71 Bnor
12.3% from PKR 1,153. 10 Bn at YE 20 t0
PKR 1,295.11 Bn at end Dec'21.

Accordingly, Total Capital Adequacy Ratio
(CAR) improved to 20.39% with Tier-1
capital adequacy ratio at 15.42% as
compared to 19,78% and 14.99%,
respectively at YE'20. Leverane ratio of
3.0% was introducad in response to the

PIPN  19.8% |  the Bankto 13.5%. Basal ll accord as a regulatory minimunm.
At the year-and 2021, the Bank's leverage
3019 15.5% During 2021, the Bank's Eligible Tier 1 ratio was just satisfactory at 3.47%
capital increased by PKR 26.86 Bn or {2020:4 06%)

Movement in HWA's (PR TBr)

Capital Soundness at Decamber 31, 2021

RWA Type Dec'21 | Dec'20 | Change | | Capital Actual Reqd. Butfer
| Credit 983.7 8583 | 1254 146% | | CETI 15.4% 9.5% 5.9%
| Market 82.3 878 (5.4) -6.2% CAR 20.4% 13.5% B.9%
Operational 2281 2071 22110.68% Leverage 3.5% 3.0% 0.5%
Total RWAs 12051 1,531  1421123% | S
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Loans and Advances

Al Dec-2021, gross loans & atvances of the
Bark amounted o PKR 1,305.2 Bn depicting &
12.5% increase from tha year end 2020 levels.
The boan boak, & diversified over 30+ seatons,
Two major classes |8, private and public sactor
eonstinte 57896 (2020; T1%) and 32.2%
(2020: 2996), respectvely, With PKR 186.9 Bn,
Incfividuals make 15,296 of the loan book.
Power remains the langest sactor with 15.2%
share and PKR 1989 Bn in oufstanding loans.
falioverd by 12.3% ot the Textils sector whera
te exposure inpreased by 206% YaY fo reach
PR 160.0 Bn. Ol & Gas also recorded 25%
growth 1o reach PKR 102 .8 Bn from PKH B2.1
Bn in 2020, In Enawith the Bank's refreshed
wision of incusive devalopmant, haality growth
wis also achisved in Commaodity and Agn &
Allied] sectoes. These 5 major seciors share
almast 50% of the 1otal loan book with PKA
B48.5 Bry outstanding. With PKR 188 Bnas
NPL at encl.of 2021, nel loans & advances
amourted to PKR 1,134 Bnie 132%up
froem PR 8833 Bn level at end 2020, Given the
continued growih in deposits and a limited
growth in advances, fhe Bank's
Advance-to-Depost Rato gross) stood at 439

at end Deg'21. ADR has recently become morne
imporant for banks as the Federal Govermmaent
has imposad an additional 2.5% tax on the
entire income from Faderal Govemmant
Sacurities for banks with ADR falls in batween
50% and 40%:; and if it falts balow 409, then
Ve actciitiorial ta; rate would be 5%, Praviously,
fhis tax was imposed only on the “incremantal
neome”. The Bank's ADF curmently stands at
43%: to atirmct 2.5% addifonal tax,
Business groups that contributed towards Yo
growth in advances include CBIBG (+PER
38,18 Bri), IDG (+PKA 37.50 B, IFRG (+PKA
41.0 Bri), RBG {+PKR 17,2 Bn), and AIBG
(+PKA 4.9 Bn), etc.

Advances - (Gross

1.305.2

EC  1.1599
2019 | 11513

Where The Nation Banks

Advances (Gross)

Infection Ratio

15.2%
2020 14.8%
018 12.9%

Investment : Deposit

2021 19382 64.2%

T 14634 | | FEZO  605%

01 14496 | | FITCTN 65.9%
Investment by Type

1 fubsions: Associge

Hizid-
securnties 369,

Al the-end of 2021, the Bank's investrments {at
cost) amounted 1o PR 1.824.2 Bn (YE'20: PKR
1.437.4 Bn), making just over one-hall of the
Bank'z balance sheet, Given the Imited quality
loan-growth opportunities, and a constant
growth m the customer deposils, excass
Bty with the Biank s placed in shorer term
GoP securifies o capitalize on price vosatifty in
the hiksing policy rate anvironment,

The PRR 4868 Bn or 33 9% incresse in
mwestments (at cost) mostly cames in T-Bills that
increased by PKH 186.8 Bn from PEHE 825.6 Bn
at thia YE20 to PKRA 8124 Bnoo end Dec'21.
PiBis increasad by PKR 286.1 Bo from PR
635,71 Bn at the YE'20 to PKR 925.2 Bn at end
Dec'f1. As the market offered decant spread,
investiments wers funded {hrough depost
mobillzation as well 48 leveraging keeping in
i the hilkdrig increase in policy ate,

PHRA 34.2 Bn of iwestment in listed comparies
& a diversified portfolio in 30+ sectors with
highest concantration in Ol & Gas downstream
{189%), followed by commiescial banks {10.79%),
Power [296), Cernant (8.6%) and Ol & Gas
upsstream (%)
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Deposits

The Bank has established an unparalieled
cutreach to a wide rangs of core depositors
throughout the country. As the Bank enjoys
depositors’ utmaost trust, most of our
deposits are 'stable funds’ through core
customers'. During the year under review,
the Bank's deposits increased by PKR 600.2
Bn and amounted 1o PKR 3,019.2 Bn, which
is 24.8% higher than PKH 2,419.0 Bn, at the
end of year 2020. The Bank follows an
apgressive strateqy for deposit mobilization,
particularly the low-cost current and saving
(CASA) deposits, Customers’ deposits as of
Dec'21 amountad o PKR 2,448.1 Bn,
representing 82.7% of the total deposits,
Total curent deposits (including F's) stood
at PKR 1,718.2 Bn, depicting a 30.5%
growth YoY. Also, the saving deposits
Increasad by 7.7% to PKR 7659 Bn, as
compared to PKR 711.2 Bn a year back.
Thee bank's CASA deposits (including NIDA)
hewe decreased slightly from 83.8% in
Decamber 2020 to 82.3% as of December
31, 2021.

Funding & Liquidity

Liquidity Coverage

164%
2020 IRENI
ENT 147%

Net Stable Funding

2021 278%
256%

ERT  033%

Annwal Report 2021

2018 I 21980

3,019.2
24190

Fxed 18%

3 Trillion
Milestone
Achieved

Your Bank has the second-largest share of customer deposits in the Pakistan banking
sactor and wide branch network 1o attract low cost CASA deposits. The Bank's
liquicity and funding profile are sound as the vast bulk of assats are funded by a large
and stable customer deposit base which continued to grow strongly In 2021.

The Bank maintains optimum levals of funding and liquidity. As of December 31, 2021,
deposits closed at PKA 3,018.2 Bn (+24.8% YoY), Average deposits grew by PKR
196.5 Bn or8.9% to PKR 2,180.6 Bn.

The majorty of the Bank's funding comes from core customer depesits that contributa
B2.7% (PKR 2.498.1 Bn) of the Bank's total deposits, Compared 1o Dec 31, 2020 level,
customer deposits have increased by PKR 477.4 Bn or 23.6%.F1 deposits, also
increased during the peariod under review by PKR 122.7 Bn and ciosed at PKR 521.1
Bn (Dec'20: PKR 398.3 Bn).

The Bank is pursuing a prudent deposit mobilization strategy, CASA ratio remained
high at 82 3% (2020; B3 8%). Tha Bank's liquidity coverage mtio stood at 164%, and
the Net Stable Funding Ratio stood at 278,1%, well above the statutory requirernent of
100%.



Where The Mation Barks

Quarterly Financial Position & Performance

2021 2020 PKR"“Mn
Financial Position

Assals

Cash and balancas with treasury and othar Danksd | 278747 201N 383276 283,881 245,260 27 567 86,489 171,181
Balnces with other banks 17867 16,303 18,1562 ame 14,227 14,598 32,052 1B.A14
Landing to financial ngfitutions 335,467 267,533 180,781 79763 126,805 50,281 48,535 44,550
IPAEStmants - nat 1,938,177 2930707 1849466 1,B36.497 1463398 1368389 1642067 1503078
Advancis - o 1,118,302 1,006 720 0G5 947 g47, 741 QaIE55 BOREET 945 618 QK0435
Oparating Fivod nssets 54,754 55,019 54,385 54,51 5417 54,860 54,796 54,387
Right of use assets 6,605 6833 8.992 6,668 680 5,304 1156 7.9
Dolarrad tiax assate . not 1.626 108

Other iedats 100,255 108,644 120,883 114229 10186 124,252 155,531 163,859
Total assots 3pds8 3823545 3616891 3340330 0008527 2783478 3163403 2,063,881
Bills payatie 21848 20,754 22,265 18,843 18,785 a1.481 27407 16,044
Barmawings alzaes 700,836 442 257 A0 265 138838 142 508 348753 BED, 155
Depotits and other scoounts 3,019,955 2EBYGOZ  DETOVIDC 2280675 2418866 2174005 2330083 1,953,160
Leasa Linbility against righi-of-use azsots 7.ERd 8170 8,084 7610 T.534 7,705 T.haT 7566
Deferrad tax labilities . - 2,815 1274 2878 [ ek 10,778 10872
Oithar lisbilies 198,660 172,131 178,10 158,150 156,158 142684 170,273 178,056
Total liabilities 3560482 3533544 5,331,048 3070516 2740068 2516275 2904372 2726853
Mat assets (Reprosented by as bekow] 286,203 290,001 285,543 268813 267658  26T.203 258,031 237,008
Stinve capital 21,2715 21274 21275 21,275 21,278 21218 21275 2275
Fesetyes BOATY 60432 57106 35,047 56,563 57,464 53,834 53,153
Surpbus an.revaluaton of assets &4 482 .74 Ta.621 T0.378 73,609 7o, 456 £2.000 0,163
Unopprogriatod Prodit 190,074 137.553 131641 123.143 116,021 2008 101.813 az.417
Total | 286203 200001 285543 269813 267,558 207,208 250081 237,008

2021 2020 PKR “Mn

Financial Performance

Financial Perfarmance

Mark-up 7 refiim | mtarest samed 65367 58,400 sB524 48,472 51,781 80771 7o.722 2T
Mark-up [ refurm [ ntores] expensed 40,172 35 402 13722 26,878 7474 20 566 40,853 55863
Net mark-up / Interest income | 2225 2ages 25801 21504 : 24307 31,405 31880 16,574
Non-interest ncome 9,832 8,067 9,551 0492 B354 5,382 10,045 8,206
Operating Expengses 124978 16378 B.aNn 14,337 18114 15,455 15,734 13:800
Profit before provisions | mpre wiesr  19on 15749 ' 14547 25332 26780 1106
Prowsians and write offs - net (315 5458 3,661 3,112 75889 7,668 11,581 4,058
Entra-Orclirary |tam 9,775 = = = = - = -
Pre-tax profit 12815 12228 15381 12837 8958 17664 14,500 7,003
Taxation BTH) 5,049 #,123 489 I 2533 B TR0 3,628 2,884
Aftor-tax profit | 3863 7,479 8,257 7708 4,425 10,944 11,01 4,118
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Quarterly Financial Performance
Mark-up/Interest Earned Net Interest Income
(PRF 1) (PR 'Bn)
B0 — A
725 T&T 318 314
554 a0 — '
£0 —| i 505 &5s I e 228 25 252
518 gas 215
20—
40— 166
15 —
o0 | 10—
5_
=0 @ @ ™ o @ & & 0—"01 @ @ o1 O @ @ o3

20 Pl

Met interest income for Q1 '21 amounted to PKA 21,6 Bn lower by 11.2% against quartar 4 of ‘20 due to maturity of interest-bearing
assets, Forthe Q2 '21, Nl amounted to PKR 25.8 Bn, Le. 19.5% up as compared to the previous quarter and 19.0% down as compared
o quarter 2 of 2020, This was mainly due to the repricing impact an interest-bearing assets and labilities on the back of the sharp ot In
the policy rate. NIl for the Q3 ‘21 amounted to PKR 25.0 Bn remained the same with a slight decrease of 3.1% as compared to the
previous quarter and show a decreasa of 20.4% as compared to the comesponding quarter last year. Net interest income for the Q4 '21

amaurting to PKR 25.2 Bn, Le., 0.8% mone as compared o the previous quarter. Howaver, this was 3.8% higher than the cormesponding
quarter tast year.

- R R S e

Non Interest / Mark-up Income

[PKR 'Bn)
e Mor-interest income for the Q1 '21 amountsd to PKR 8.5 Bn,
faL 100 aa showing a 1.7% mmm@hﬁmwmﬁm
- The key reason was the higher dividend payout. Non-imterest
Incoime for the 02 "21 amounted to PKR 8.6 Bn, Le., 12.5% Up
as compared to Q1 '21 and marginally lower by 4.9% than the
coresponding quarter iast year. Non-imerest income for the Q3
'21 amountad to PKR 9.1 Bn, 2., 5.1% down as compared to
the pravious quarter due to fimited economic activity,
MNaon-interest income for the Q4 '21 amountad to PKR 9.8 Bn,
which is 8.4% up as compared to the previous guarler and
17 7% as compared 1o the comesponding guarter last year,
which is mainky due to an increase in dividend and foreign
exchange income.

20 jeld g
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Operating Expenses
PHE ‘B
w._
B= Despite infiationary pressures; the Barik succeeded in controlling the
inprease in operating expanses that amounted to PR 14.3 Bn for the
20— V8.1 163 16 Q1 '21, which decreased by 20 8%, as compared to the previous
157 455 quarter, This was mainly due o the year end acoruals of PKR 1.5 Bn,
15— 138 k.o jap  ©naccount of MTO. For the Q2 ‘21, operating expenses amourted to
} PIKR 16.3 Bn, which is 13.8% higher, as compared to first quarter of
10— '21 and 3,7% higher against the 2nd quarter of 2020, Operating
expenses for the Q3 '21 amourted to PKR 16.4 Bn, slightiy higher by
= 0.4% as compared to the previous quarter, For the Qd '21 operating
expenses amounting to PKA 13.0 Bn, showing a decraass of 20.8%
compared to quarter thres '21 due to reversal of certain unutilized

provisions,

2020 204
Pre-tax Profit After-tax Profit
[P B [PEA "Bri)
20— = M1 e
77 10— .
15—
B— it 72
10— 6 —
44
| fie. 39
5
2_
= @@ o of O 2 B o b—0 ™ o™ o o w® m o
2080 2121

2020 2

Profit after tax for the Q1 '21 amounted to PKR 7.7 Bn as compared to a profit of PKR 4.4 Bn In quarter four ‘20, Despite a challenging
environment created by Covid-19, NBP succeeded in dellvering an impressive growth of 20,19 in after-tax profit of Q2 '21 that closed at
PKR 9.3 Bn as against PKR 7.7 Bn in the previous quarter. Profit after-tax for the Q3 '21 amounted to PKR 7.2 Bn, 22.4% down as
compared to the previous quarter, The decrease was due to higher provision amount. For the G4 '21 profit after-tax amounted to PKR 3.9

Bn, |2, -46.2% low as compared to the pravious quarter,
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Key 6 Years’ Performance Ratios

Indicator 2021 2020 2019 2018 2017 2016

A . SIZEFACTORS
1 Total Assels Rs. Mn JBi6EE4 300B527 3,124389 2748566 2505327 2008855
4 Capltal & Reserves . 286,703 267,558 232614 208060 175382 176733
8 Denosits 01865 2418966 2088046 2,011,385 1.7ATI02 1657312
4 Profit after Tax : 28,008 30 550 15810 2.ms 23,004 22,752
B Profit before Tax : §2.860 46,224 28,003 29,683 35,599 aria4
B . ASSET QUALITY
53 Assats 1o i Times TS 15.52 1824 19.05 1993 1674
7 Tota! Asseis Growih Fate & 2786 =3.71 11.64 11.70 247 17.73
] NFLs To Totel Acsats . 515 569 476 477 4.82 584
8 Investment to Deposit Ratio : 8420 6050 8545 G3.85 7e.02 5413
10.  Investrment to Total Assets . 5038 48.64 46,39 45.89 51.72 44 55
11, Infection Ratio - NPLs/ Gross Advances ¢ 1847 14,77 12492 12.59 14.10 1528
12, Eaming Assets to Total Assets Hetio . 98 76 8554 gz.73 92.06 69,76 52,60
13. NPL Coverags - Total NPLs - 9550 141 a5 25 100.08 95,99 9554
14,  NPL Covernge - [specific provision / NPLs) 2 B0.59 BD.E0 8020 04 6B a1.80 81.83
C . CAPITAL ADEQUACY
15, Tier-| Capital Rs. Mn 159 ?52 172,896 142716 124818 101,303 95,540
16, Total Eliglibls Capital . 228120 182532 168,658 188885 133,167
17, Risk Weghted Assets - RWA : 1,295,115 1453301 1 1?5.9'11 1,031,677 870967 805252
16.  FWA fo total assets B B E 38.33 36.86 34.76 4008
18,  Tier-! Aatio % 1542 14.909 IE.H 12,10 11,63 11.86
20. Capital Adegiacy Ratio B 2008 19,78 1548 16.35 1585 16.54
D . INVESTMENT f MARKET RATIOS
21, Eznmg:ﬂ::\m Share and Diluted ERS Rs. 1216 1438 7.43 841 10,82 1059
2. Prce irc Ratio Times 226 2499 583 447 4,48 7
23. Pricato value ratio Times 026 034 0.40 0.43 .54 080
24, Market Value per Share Rs. 52 42 65 4330 42.03 48,55 7a.80
25. DBremklp value per share B
- without surpshus on remluaton of fived assels 114,88 105.79 B8.55 TTGd 72 7289
- with surplus on revaluation of fixed assets & investmeants 13452 125,76 109,34 9?.23 8244 saov

26. Dividend Sharg Rs: - = - - 7.50
27. Dividend ratip k- - - - - - 010
28. Dividend Payout rato : . - . - - 0.
29. Cash Dividend * - - - 7.50
E . LIQUIDITY ) )
30, Gross Advances to Deposis Ratio O 4323 4795 5238 5267 49,62 4715
31 Net Advences to Dep Ratin - 3588 4065 45,87 AB.04 42.83 4027
AR i L Depesi Bormowings) . S e ww  wo w4 22

. Nat o Tota! b [Deposits & - 1 345 : : A4 39,21
34 quwm ' : 164,00 B0 147 57 16844 168,69 =
35. Nt Stabée Funding Ratio . 27811 256.97 233.19 40062 365,29 i
36, CASA : o8 B3.83 51,80 8149 T3 T3
F . PROFITABILITY
37, Fetum on Average Assets - Pre Tax S 154 161 0485 1.2 1.58 200
38. RetunonA Ecputty - Pre Tax [Excl, Suplus an Rew)  * 2544 2595 18.11 21.78 2888 g1.47
ki Dpaaﬂng Profit To Average Assets : 218 251 143 1.55 1.63 202
40, Total Income To Averoge Assats y asa 457 365 385 378 456
41, MNor-nterest Income To Total Income . ETAS 25,73 5348 37.40 3541 3534
42 . D;:-ﬂ:dmg Expenses To Average Assets x 175 206 222 211 215 254
43, Less Provisioning Expense to Operating Profit u 1598 4006 3373 2757 24 1.06
d44. Prnﬂtb!l'l:mlﬂfaﬂu . 1783 11.69 1879 28493 324y
45, Gross Yield oh Average Earing Asoats : ) 10.26 1057 r42 B&.78 760
4. Costio income rata : dd 53 450 60 5111 5688 5573
G . DuPoni Analysis
47, Net Operating Margin G 2081 2179 14.62 2065 2649 2683
45, Asset Uhrinﬁ:n . a93 457 365 365 378 4.58
49, Return on Assets - After Tax ’ 082 1.00 0.53 075 1.02 182
60, Fetem on Eguity - After Tax - 1348 17.16 1022 14.69 18,74 19.28
H . PeorBranch
51. GrossAdvances Rs. Mn BE3 TEG =4 655 564 532
52. Deposits ’ 1,085 1,576 1435 1,319 1,137 1,128
53. Profit before Tad (PBT) ¥ cER: J0.11 18.30 1848 2a.4d 2928
54, Profit after Tax (FAT) . 18,51 19.91 1043 1342 1516 1549
85, No of branches Mumbser 1513 1,635 1,530 1.525 1,519 1463
56. No. of employees T 15408 15,1{!9 15,188 15,738 15,618 15783
[ . RATES )

. Exchange Rate uss 1765135 1508344 1548476 1388619 1104172 1045885
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Where The Nalion Banks

6 Years’ Summary (Unconsolidated)

PKH "Mn

Financial Position 2018 2017 2018
Assels
Cash angd balances wih fmasury banks 278747 248060 262513 247518 160000 160,173
Brlarces with other banks 17887 14297 13,221 12700 26404  13.828
Lenitding to financial institutions 335467 126805 134780 106392 26916 121,700
Investments - nat 1938171 1463398 1440555 1284319 1285720  BATR
Advances - net 1,013392 BB3255 1,008,139 976007 799772 667389
Operating Fived assets 54784 BATIY 54,679 54,106 32752 3280
Dafermad tax assats - net 1.626 - - - TA1T 5,136
Right of Lise assats 6,605 8,570 7.221 . : -
Other assets 100255 110196 184281 168020 216251 110588
Toltal assats ‘3,846,684 3008527 3124389 2788566 2505321 2008855
Liabilites
Bills payable Z1B48 16,795 19,867 9844 13195 10,187
Bofrowings 312825 138530 471757 992739 960,106 44854
Dapcsits and other accoutits 3019155 24180966 2198049 2011385 1,727,102 1657312
Linhilifies against assats subject to Finance Lease - - - - 15 26
Laase by against nght of use assels 04 7534 7640 - - -
Daterrad tax iahilties . 2478 10,916 5.985 . -
Otther kabiities 198660 156156  1B3S45 170844 220522 11973
Total linbilities 3,560,482 2740968 2,891,775 2,501,608 2320930 1,832,122
Net Assets (Representad by as balow) 286203 267,550 232614 206868 175382 176,733
Share capital ;ers e 21,275 2575 21095 127
Resarves BOATT  555&3 52,309 83274 50357 45,800
Surplus en revalistion of assets B4487  736M 70,244 50086 49689 58718
Unaeppropeated Proft 140074 118,021 BRTEE  7RAd3 54061 51430
Total 286203 267,550 232614 206860 175382 176,733

Financial Performance

Mark-up / ratuemi /interest edmed 231883 257811 239477 148960 123073 114403
Markup / Retum / interest expensed 134285 153656 167570 B3302 BRE20 59578
MNon marice-up / interest income g7818 104955 71,907 60666 54253 54874
Fee & commission Incomsa and Exchangs Incoma 24314 2237 25,170 FFOT 19,026 17,043
Capital gan & Dividend income 10,783 o787 5268 6345 10,301 11,405
Oithar incoma 1,844 3,963 5,768 2647 1,740 1,548
Total non-mark-up / interest income 36,942 36,077 36,109 36,249 31068 29,667
Total incoma 134,550  140.232 108,107 86915 85318 84791
Noa=hMarkug / intemsst Expearses 60,004 &3z 65853 5.8 48,528 A7.253
Profit before provisions: 74.558 T7.120 42254 40984 35791 37530
Provisicng arid write offs - nist 1916 30,806 14,250 11,300 1,182 aut
Exira-Crdinary tem 8,779 - - . - .
Prafit bafone taation 52860 46224 28003 29683 35589 37,41
Taxatian 24 52 15,6685 12,194 9668 12571 14,380
Profil after taxation 28,008 30,553 15810 20015 23028 2 22752
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Matiomal Bank of Pakistan
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BNBP

6 Years' Vertical & Horizontal Analysis

Horjzontal Analysis (Yo growth)

2021 2020

2019

2018

2017

PKR “Mn
2016

Assets

Cash and balances with freasury banky
Hatances with cibor banks

Lendng to inancial insfutions
Invesstmierts - st

Achvances - nint
Dipernting Fixad assats
Disfamad i asssts - net

R ol use denmts

Ofhr asoets

Liabilites

Bills payable

Hormowings

Daposrts and othar accounts

Liahifty agaenst asiets subject 1o Finance [Laase
Lisane llakliny against ighl of use bosets

Otteer habities

et assets

Share capitnl

Fesenas

Surplus on revaluation of assets
Unappropetad profit

Total

Total Assets

PKE Mn YoY  PKR'Mp YoY PKE'MA oY PKE Mn YoY PRE Mo YoY PRE Mo ey
ZIGTAT 12% 248280-15% 292513 18% 247618 65% 160080 0% 160073 6%
17667 2% 14227 8% 132317 B 12002 S54% 26404 91% 13828 -31%
335467 165% 126805 -6% 134780 27% 106302 285% 26015 .78% 121,708 1482%

1838171 32%% 1463308 1% 1448565 19% 12843719 =19 1205720 4% BEY.IN 836

1,113382  13% GRAZSE -2% 1008130 6% SPE00T 25% TISITE 11% BT3RO0 15%
54754 0% 54717 D% 54679 1% 54906 5% d2UER D% 2000V 4%

1800 0% - 0% - % - A0 TS 42% 0 5ABE ATH
8805 1% BEFD 8% 7221 100% 0% - 0% - 0%
00255 0% 110,196 53% 184281 2% 1GBOP2 -22% 216351 96% 110583 A0

3846684 28% 3008527 4% 3124380 12% 2798506 12% 2505321 25% 2008855 18%
#1846 30% 16 785-15% 18857 100 2944 P84 15185 30% 1087 11%
205 1269% 1385397196 4TI757 0% 392738 9% 360,106 Y0396 44864 105%

3019,155 25% 2418966 100 2195,048 ©% 2011885 1631787102 4% 1,657.312 16%

- 0% - 0% - D% - S100% 15 -43% 26 -28%
TR 5W  TEI4 0% 7640 100% 0% 0% - o%
- 100%  297B-7I% 10916 SB3 5,985 100% - 0% 0%
1GE500 279 156756-15% 183545 B 170Bad -26% 229522 G0 116Ya3 B8%

A560482 30 2740968 5% ZAO0NTVE 12% 2591698 11% 2320930 271832422 19%
206203 % 267,550 15% 232514 12% 206869 18% 1753E 1% 17671 5%
21275 0% 21275 0% 21275 0% 2125 0% 21275 0% 21205 0%
BUATI 7% S5G6S63 8% S2A00 2%  B3I74 6% SD3ST 8% 4GE00 3%
BIAED 3% TREES 5% 0244 17% S5R8B6 21% 49689 1206 SGTIE 8%
140074 2% MEMET 3% BETEG 2% TRA3E 34% S4D6T 4% 51009 6%
286,203 Th% 267,558 15% 232614 12% 206868 18% 175382 1% 1TETEY 5%

FHA By

Owvar the past 6 years, the Bank's assat base has increased manifold depicting
13.9% CAGR. Tha PKR 3.8 Trilkion of total assets represents approximatety
12.0% of the total industry’ assets. In recent years. the Bank has achisved
cohesive growth in assats-mix efficiently managing its assets-labliity maturity
profile. The highast 27.9% YoY increase in the assat hase has been observed
in2021.This significant increase in 2021 was achieved through aggressive
deposit mobilization under PRA 3 Trillion drive, Liquidity generated was
placed into investrments that stood at PKR 19382 Bn, which is PKR 474,78
Bn or 32.0% up from PKR 1,463.4 Bn at the end of 2020. This was In line with
the Bank's prudant strafegy of liquidity & funding management.

P e e e I e R T L L

Investments (net)

Investrmeants continue 1o lake the major share of thiz total asset basa, 32%
YooY growth in 2021 is due o Bank has diversified Investment portiolic arid
eams a higher yield on investments. This trarisiates into 16.7% CAGR over

the past six years
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Whera The Natlon Banks

6 Years' Vertical & Horizontal Analysis BKR “Mn

Vertical Analysis {[composition) 202 2 2019 2018 2017 2016

PKR' Mo YoY PRRC MR Yo¥ PKROMn Yot PHRS Mo YoY PR Mn YoY PR Mo Yoy

Assots
Cash and balances with fressury banks FIBTAT T 249280 AW 292513 §% 247518 9% 180080 B% 180173 8%
Batanees with effier Ganks WEET 0% 14227 0% 1321 0% 12302 0% 264M 1% 13828 1%
Lending !o financial instEutions 335467 9% 126805 4% 139780 S% 106392 4% PEOI6 1% 121708 6%
Irvestrants - net 1038171 B0 1463308 480 1440555 J6% 1284319 46% 1205700 52%  BRTIF 45%
Arhinoes - et 1113392 29% DBA2SS 33% 1006135 32% 626007 33%  7IOTV2 30% 687389 34%
Dperating Fiiod assats 54754 18 B4TIT 2% 54670 2% 54106 2% RRTER 1% 3280 2%
Daferrad to msits - het 1£26 0% - 0% - O% - DM 7T 0% 5436 0%
Right of Use aesnts BA0S 0% 680 0% 0 72N 0% - 0% - D% - O
Oiher assets 00255 3% 110196 4% 164281 5% 188092 Bl 216351 9% 110588 4%
Total assets. 3846684 100% 3008587 100% 3,124,380 100% 2,796,566 100% 2,505,321 100% 2,008,855 100%
Liabilites

Bilis paryabls 21848 1% 16785 1H 19BE7 1% 084 0% 13195 1% W0IE 1%
Barrowings 312825 B% 138530 50 4757 15% S92708 14% 080,106 14% 44864 2%
Deposits and offer sccounts IDIDI55 TR 2416968 B0 2,108,049 TO% 2,011,385 720 1727102 69% 1657312 84%
Liabiities against assets sublect 1o Financs Leass - 0% - 0% - 0% - 0% 15 D% 28 0%
Leasa liahility againgt it of o aesels TAO4 0% 7534 0% TH40 0% - 0% > S
Deferred tax Eabifies . D% 2978 0% 10816 0% 6985 0% - 0% - 0%
Cithwer Eabaties 188,680 E% 155158 5% 183545 6% 106 6% 22953 9% 119733 4%
Total llabilties ‘AS604H2  93% 2,740,968 9% 2801775 99% 25916968 93 2329009 03 1832122 @M%
Not assets 208203 7% 207580 9% ZR06M4 7% 206889 T% 175382 T% 17873 0%
Share capital 21275 1% 275 16 21275 1% 21275 1% 21275 1% 21215 1M
Resanes 60571 2% S65EE 2% 52300 o% 53374 2% SO3S 2% 46800 2%
Surpus on revaluntion of assets BAdE? 2% T3 2%F 70244 2% 50086 2% 49689 2%  S67T18 3%
Unaggrepeated peof 140074 4% 1160 4% BE7AS 3% T2E33 3% B4060 2% 51888 3%
Enquity 286203 7% 267559 9% 232614 TW 208868 T% 175382 7% 17G.7I3 9%
Advances (net) e

Steady growth is achieved in net advances over the last six years increasing
from PKR 667.4 Bn in 2016 to PKR 1,113.4 Bn in 2021 with & CAGR of
10.8%. An increasa of 13.3% YoY in 2021 is observed due to increasing
loan demand as the economy is recovenng from the impact that Covid-19
had in recent vears. Historically, advances of the Bank have pasted a

modest growth since 2016 and have sharply increased in 2021, s

Ol A A 1Y L

55511 T e e

Deposits

Deposits ramain the primary source of funding for the Bank. Deposits of the
Bank have also increasad significantly over the |ast six years' growing from
PKR 1,657.3 Bn in 2016 to PKR 3,019.2 Bn in 2021. This transiates into a
massiva 82% growth with & CAGR of 12.7%. Smooth growth was observed
throughout these years, with the highest YoY increase of 25% being reported
in 2021 as the Bank launched its PKR 3 Trillon deposits mobilization
initiative. Depasits accountad for 78% of the Bank's total assets as of the end
of December 2021. Despite the shoft-term maturily profile. Deposit base, it

Has historically proved to be sticky and a stable funding source.

A 'Br




@ NBP m‘:ﬂ of P.pju.ll:ln

6 Years' Horizontal Analysis KR “Mn

2021 2020 2019 2018 2017 2016
PKR'Mn Yo¥ PKR'Mn YoY PKR'Mn YoY PKR'Mn Yo¥ PKRMn YoY PKR M Yo

Profitability

Markup / Retum / Interest esrned 231,883 -10% 257811 8% 230477 B0% 140949 22% 123073 B% 114408 1%
Markp £ Retum /ntemet sxpense 134,265 -13% 153656 -8% 167570 BB BO302 30% GRE20 16% EOSTR -1%
Not Markup / Interest income g97.618 -6% 104,155 45% 71,907 18% 60666 12% 54253 -1% S4B24 2%
Fes commission and exchangs incoms 24914 9% 22907 -11% I5170 7Y% 27007 42% 19026 12% 173 D%
Capital gains & dividerid incomea 107E3 10% 9787 B8B%  5262.20% 6545 -36% 10301-10% 11405 -28%
Oithiar e 1844 -53% 3983 -31%  5TBB115% 2847 54% 1,740 12% 1,540 -26%
Non-imerest income 36942 2% 38077 0% 35190 0% 36240 17% 31,066 4% 20967 -14%
Total Incomao 134,550 -4% 140232 30% 108,107 12% 86915 14% 85319 1% B4791 4%
Operating expenses 60,004 -5% 63112 -4% 65853 18% 56931 15% 48528 3% 47253 12%
Profit before provisions 74556 -3% 77120 83% 42254 3% 40884 1% 36791 -2% 37530 -19%
Provisions 11,916 -61% 30896 117% 14250 26% 11,300848% 1,182 200% 3oy a7%
Extra-Oriinary ftem arme - - - - - - - - - - -

Pro-tax profit 52880 14% 46224 65% 28,003 -6% 29683 -17% 35599 -4% 3141 12%
Taxation 24857 59% 15665 28% 12194 A% GE6R -23% 12571-13% 147380 3%
Adtor-tax profit 28008 -8% 30,559 63% 15810-21% 20015-13% 23028 1% 22752 18%
Mark-up / Return / Interest Eamed e

On to Profit & Loss Account, gross mark-up / interest eamed has posted
compounded average increase of 15.2% over the span of the last six years.
While growth was low during the inftial two years, a sharp Increase was
achievad in the year 2018 and 2019 on the back of sharply increasing discount
rate and volumetnc growth in eaming assets, particulary the advances and
investment. Comesponding to the shift inasset mix on the back of higher
hiquidity placed into investments, conirbution from income on investmentis has
increased constantly over the years, S e Eaxrroc) WY o]

- B S R WS NN R R B S B O B R e R O R R R R O O O B R e S B B S S B e e

Mark-up / Return / Interest Expensed

Given the growth in deposits base, total mark-up expense has increased by
125% over the six years perod. The incregs:s in mark-up expenss on
deposits reflects both the impact of volumetnic growth in depisits and
Borrowings coupied with the impact of revision in profit rates il line with the
palicy rate increase from time 1o fime. Fesponding o the increasing.
discount rate, the Bank has bean particularly active in mobilizing low-cost
CASA depasits, Satisfactory results have been delivensd in this regand by
bath conventional as well as Islamic banking operations. During the year
2021, the average policy rate remalned at 7.29% compared o 8.95% of
last year, This transkates into an average dacline In the policy rate by 160
bps. As a consequent of that, the Bank has achieved a decline in cost of T et bcesat A Yol et
funds that dropped by 120bps to 4.0% for 2021 (2020; 5.2%).
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Where The Nalion Banks

6 Years' Vertical Analysis PKR “Mn

2021 2020 2019 2018 2017 2016
PKA'Mn % PKR‘Mn % PKR'Mn % PKR'Mn % PKR'Mn % PKR'Mn YoY

Markup / return £ non interest Income earnsd

Markup / Ratum [ Interest esmed 231,883 86% 257811 BB% 238477 ET% 149960 B81% 123073 B0 114403 %
Fea & comrmession mooms and Exchange Income 24,314 8% 22327 8% 2570 8% 27017 15% 18026 12% 17013 12%
Capital gairs & dvidend moome 10,783 4% 8787 3% 5262 2% 6545 3% 10307 T 11405 8%
Ot incoma 1844 1% 3983 1% 5768 2W 2687 1% 1,740 1% 1548 1%
Total income 268,824 100% 283888 100% 275677 100% 186.218100% 154,138 100% 144,369 100%
Markup / returmn [ non interest expense

Markup / Ratum / Intarest axpensed 134,265 50% 153656 52% 167,670 619 B0,302 48% GBE20D 45% SO578 1%
Operaiing axpenses and othar chames: GO004 2996 EB3NZ M9 65853 243 55931 30% JBSTE % 47258 aau
Provisions. 11,016 4% 30896 1% 14260 5% 11,300 6% 11820 1% 397 0.3%
Extra ordinary itam A7 4% - - - - - - - . - .
Taation PABST 09 15665 5% 12,794 4%  96BB 5% 12571 B%W 14389 10%
Total expense - as a % of total income ‘240816 50% 263329 90% 250867 B4% 166203 89% 131,110 85% 121617 84%
After-tax peofit 2B008 10% 30558 10% 15810 6% 20015 1'% 23078 15% 22752 16%
Total ‘268,824 100% 293888 100% 275677 100% 186,218100% 154,138 100% 144,369 100%

e ] g X

Capital

Raflecting our prudent capital managemant strategy, net assets of the Bank
have also posted healthy increase on the back of higher profitability and
profit retention inthe recent years. Net assats, that amounted to PKR 176.7
Brin 2016, have increased to PKR 286.2 Bn at the end of December 2021.
This transiates into a 10.1% CAGR over thie past six years.

Fad L] =iy A =u1d Mz Elh

FrRBa

Non Mark-up / Interest Income

With 23% growth over the past six years, the Bank's Non-mark-up /
Interest incorne "NFI® has also recorded a satisfaclony performmance for
most of the years, During these years, NF| has maintained a trend of
contributing approximately one-third of the Bank's total income. Howaver,
due to a lackluster performance of the stock market, and depressed trade
business, NF| for 2021 remained alimost similar to that of 2020,

e R R B i I e

[FRR-Br)

Operating Expenses

Total cperating expenses in 2021 amounted to PKR 60.0 Bn agalnst PER
3.1 Bn for the year 2020, The operating expenses decreased by 4.9%.

2 4F) ] ane i bz 1 T
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6 Years’ Summary (Consolidated) PKR “Mn

Financial Position

Cash and balances with treasury banks 27B.863 248,970 290,198 287917 1BOA0S 160422
Bafanoes with other baiiks 1821 15115 13598 13.050 26,902 14,386
Lending to finoncial institutions 5467 126,805 134,780 106952 26916 121,709
vestmenis - niet 1,042,701 1466406 1452709 12384075 12306537 BOG S
Advances - pat 1113314 983871 1,008399 S26340  TA0345  G6ABB4
Opersiing Topd Sssets 56,005 56,108 55,590 55186  Jag2 34088
Deferred tax assets - net 1,903 . - - T, 5370
Flight of use assats 7.0a1 T 7247 - - -
Cither nseets 102434 112018 166,148 170,018 2180892 13643
Total assets 3,857,035 3017210 2832360 2B03EEE 2511452 2014550
Blifls prryabie 21 848 16,795 19,867 &0 13,165 10,187
Bomowings 3120905 138533 471757 3epTIe 380,108 44,854
Deposits and other accounts 018,148 241BE28  PAGTHES  ZOT1A13 1727088 LESTIE2
Lisibiitiees aqminst nasists subjoct to Financs Loase 134 197 184 121 57 B3
Leisa liability agninst right of uss assets 8,361 7869 7,831 - = -
Drederred tax fiabilities - 2853 10,869 6,845

Orther liakithes 200,596 157545 184,513 17,782 231,350 122,160
Total lshilities 3562012 2742808 2805135 2S0PEDS 2331776 1,E34407
Net assots (Represented by as below)

Share capial 21275 21275 21275 21,075 21,375 21,375
Rasarves G24a7 &7,501 53281 53,443 40887 46,031
Surpius on rovaluston of assen £ 5 73988 03658 59,202 48,632 55,280
Unapproprated profit 145313 120632 93,465 TH.240 58,060 55,785
Sub Total 204,00 2T3ABE 238380 @ 210,220 17EEG4 17941
Man-carrrolling interest 1013 ;e Baz 811 TaE
Totat 206,023 T4 a02 230,223 211,081 1TRETE 180,138

Financial Performance

Mark-up / retum / interest aarmed 232 0 258031 238,710 150478 123415 115028

Ilark-up £ retum | intoredal axponssd 164,285 153,652 167,556 #2087 BEEN 44 504

et mark-up / Interest mcome GTTET 104,378 72154 0,58 54,604 55,434

Fee & commasson income and Exchanos mognms BS54 23.823 26,737 28924 20,520 18,224

Capdal gain & Dividend noomse 10,718 8,748 5265 6445 10,049 11258

Shars ol profit from joint vertune - retof fax 218 218 56 {33 2 310

Shara of 1055 fiam assocmtes - net of tax 23 43 ar (35} 12y 333
Cither Incomee 1,858 3965 5817 2675 1,757 1567

Total nen-markup / nterest income 38,869 7,380 3,780 674 2115 31,032

Tt jrcceme 135,636 141,730 109914 98 558 86,720 B5AGT

Operating Expanses (an Mark-Lip/intenest Expensa) 61408 54,443 67479 57,480 0,041 44,742

Profit befnre provisions 75,230 77297 42535 41,085  3BE® IS
Provislons: 1,850 30012 13557 11205 535 130
Extra-Ordinary Hem a7

Pre-tax profit s 45,385 28,978 ZORED 36,144 7585

Tamation 25032 15,798 12,331 9844 12,798 14,507

ANor-tex profit 28,760 30,5088 16,847 20,035 23348 23,087
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Where The Nalion Banks

Six Years’ - Maturities of Assets & Liabilities

At end 2021, the Bank's total liabilities stood at PKR 3,560.5 Bn, ImﬂmaﬁﬁGHﬂTdEﬂmeﬂﬂ%WhEdg%d
the Bank's liabilities are expected to mature within in a period of one month, anmharg-i%ﬂaemamndtnmatwﬂmmmm
mnﬂ'a!aatdtdnfada‘iﬁtﬂmaﬁmvmmnﬂpeﬂndnfamnmm.mwmrgE&?%mmaﬂaﬂﬂiﬂshﬁmamm}fpﬂhﬂmw
3 months, At end 2021, Il'ﬂﬂank‘sln_tm linhilitles stood at PKR 3,560.5 Bn, increasing at a CAGR of 14.2% over the past six-years. While
24,99 of the Bank’s liabilities are expected to mature within in a period of one menth, anather 9.4% are expacted to mature over the next
two months le. a total of 34.3%; to mature within a period of 3 manths. The remaining 85.7% of the liabilities have a maturity period of
beyond 3 manths. Thus, efficiently managing the liquidity risk, the Bank maintains a positive miaturity gap betwesn the average maturity of
its assets and fiabiities.

Maturity of Assets (P«r ‘Bn)
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Sectoral Concentration

PKR “Mn
Contingencies and Commitmants
200 (Mo Sheém) (%6 YoY)
Power, Gas, Water, Sanitary 198,947 15:2% =1.1% 51,809 25% -26.1%
Individuals 198,134 15.2% T.0% i 0.0% -80.4%
Textile 160,048 12.3% 206% 2542 1.0% 36.9%
ChHl & Gas 102,762 7.9% 255% 104,645 4.2% 167.1%
Public Sector Commaodity Operations 77,345 5.0% 239% 8.249 0.3% -34.4%
Agriculture, Forestry, Hunting & Fishing 71243 5.5% 13.0% 101 0.0% -41.1%
Metal Products 71,008 5A% 2.5% 15,861 0.6% 62.4%
Transpart, Storage and Communication 55,0565 4.2% -02% 47722 1.9% 70.3%
Wholesals and Retall Trade 42441 3.3% 16.1% 2347 0.1% 44 5%
Services 38,097 2.9% 160% 1,355,080 54.49% 42.8%
Others 200091  222% 19.6% 869,093  34.9% 28.5%
Total 1,305,177  100.0% 12.5% 2490504  100.0% 36.8%
{FrA ‘B
Gross Advances 1400 —
Gross advances of the Bank grew steadily 1200
over the last six years at a CAGR of 10.854,
closing at PKR 1,305.2 Bn at theend 2021 1000
(2020 PKR 1,152.8 Bn). Whereas 23,1%,
15.9% and 12.3% of the Bank's gross B0 7
advances pertain to Power, Individuals and :
Textile that primaniy drive Pakistan's 600
particularty in the recent months, significant 400
growih in advances to Textile, Financial and
Ol and Gas sectors is witnessed given an 200
increasing demand following the Govemment '
Cs relief package for the construction and 0
3 2016 2007 2018 20018 2020 2021
= Poser, Oll, Gas, Water, Sanitary m Public Sector Commaodity Operations
= |ndividusls = Transport, Storage and Communication
= Textile = \Wholesale and Retal Trade
Matal Products = Sugar

== Agricultures, Forestry, Hunting & Fishing = Others

e T ., T T T OO rrYYrYrYrrrrrrrYrYr)Y)’ZY“’éY“Yr_YrrrrYrr rrr rrI ' &I » ™/ - &/ -/ T

Contingencies & Commitments

Ohver the six-yaar penod, the Bank's overall contingencies & loan commitments have risen to PR 2,340.7 Bn at the end of 2021 (2020: PKR
1.675.2 Br) at a CAGR of 52.9% drvan by the significant risa in trade business volumes, Af end 2021, the services and financial sectors
aceourted for 52.3% and 30,3% of the Bark's overall loan commitments and contingent advances. Additionally, the ragid infrastructural
development in Pakistan and multiple econemic stimulus packages announced by the Govt. and SBP Including FRefinance facility for
combeting Covid-19 and Temporary Economic Refinance Facility promises further growth in trada volumas of the stated industry segmants in
the future.
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Sectoral Concentration
PKR “Mn
Frovision Held
2021 %% Share) (% YooYl
Power, Gas, Water, Sanitary 13.210 B6.7% 69.6% 9311 5.2% 38.0%
Individuals 6,150 3.1% 4.2% 4300  24% 5.2%
Textia 36,877 18.6% -15% B/ 205% 34%
Ol & Gas 20217  102%  2735% 20075  112%  3435%
Public Sector Commaodity Operations 74 0.0% 0.0% 74 0.0% 0.0%
Agriculture, Forestry, Hunting & Fishing 7.208 36% 16.2% 5192 2.9% 15.0%
Meatal Products 25680  13.0% 2.3% 25511 142% 3.9%
Transport, Storage and Communication 12,774 6.5% 13.6% 10,353 58% 12.9%
Wholesale and Retai Trade 10,731 54%  -202% 10,675 60%  -11.1%
Sarvices 4,228 2.1% 5.0% 2,541 1.4% -2.5%
Others 60788 307% 12.1% 54450  30.4% B.AY%
Total 197,938  100.0% 15.6% 179312  100.0% 16.3%
\FFR ‘B

Non-performing Loans

Atthe-end of 2021, Bank's non-parforming
Ipans stood at PKR 197.9 Bn, demonstrating a
15.6% YoY deterioration due to business
downtum caused by the Covid-19 and certaln
measure foan default by corporate borrower.
NPL's that grew ata CAGR of 10.6% over the
period under review, are more concentrated in
the Oil, Gas, Sugar, Texile and Matal
Products sectors, However, recently the NPL
ratio has shown slight improvement as it
declingd from 15.3% in 2016 10 15.2% at the
and 2021,

Furthermons, the coversne ratio has improved
from B2.9% (2020) to 90.6% at the end of
2021,

’ 133
100

o

20060 2007 2018 2018 2020 2021

== Power, Oll, Gas, Water, Sanitary = Public Sector Commaodity Operations
= |ncividuzsls = Transport, Storage and Communieation
= Tasfile = \Whiolesale and Retall Trads
* Metal Froducts . Sugar

= Agricutture, Forestry, Hunting & Fishing s Others
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Maturities of Assets and Liabilities

= T Umto 3 Over 3 Cverito OverZ2te hardio
Financial Position Total Manths  months 2years  dyears 5 Years

to 1 yaar

(PKR 'Mnj

Civar
5 Yeurs

Ciash end bafwnces with trestsury banks 2ra T 176,056 B 581 6,130
Balences with cther Danks 17657 18,172 1,485 - -
Lending 1o financial msttubions 335 48T 05,467 30,000 - - - -
ImEstmants 1838 TOT.242 295788 415,356 142,328 134,180 33T
Advances 1.113 382 492 549 183,928 S8918 B06a1 127,063 1682254
Finad misits 54 250 - BS1 2402 851 1,407 48,740
Intangibile assets i c] - 168 1658 168 . -
Fighi of LSe aesats 8,605 18 238 584 458 1418 3,885
Desfeemed tax assets 1,626 - - - 7 1626 .
(riher gsséts 100,255 55,554 12375 2023 725 1,088 1,450
Totad 3446684 1755078 619,364 510,586 235210 266,791 450,656
Lighé#lithes
B paynbie 21848 12313 7004 2472 . . -
Borrowings 2825 162,050 111,376 13,0908 3634 6,453 15385
Deposits and ofher accots 38155 848,847 759,753 413880 4B6.685 408,585 1316
Liabilities against nssets subject to ROUA 7 B3 M 432 43 506 1.765 4528
Defarad tax lntslifies - - - - . - -
Crihver [latlitios 108 580 a7.033 34,325 25 561 8539 18,677 18,225
Total kabilities 3se0s2 1221300 912,949 456036 409963 433,400 AN
Net assets 206,203 533,775 1293,585) 54550 (284,153 (166609) 422225
Key Interest Bearing Assets and Liabilities
- 20020
Financial Performance Ava. Volume  Effestive Inforest | Irtorest Avi Volume | Effective infereat  Interest
FAala % Rate %

Placemenis 05 7.7% 54 505 T9% 4.0
Achvances (net) Ogs4 BE% 873 9707 10.6% o8
Irestments 1697.2 B.2% 1351 13574 11.3% 154.0
Interest Bearing Liabiities

Deposis 21806 4.03% B7 8 18842 .24 1034
Bomowings 5.6 T.5% ars 4053 100 403

]

i 1121
11.00
10,00

800

BO0 = TE3. i - o

710 71 40 AT 744 734
7.00 ———— -
700 T 700 700 700 70 7w 0 w2 B
B.00
&0 Dwe-20 a2 Fob-21 Mar-21 Ape-21 May-31 -2 Jul- A2 Bap- Do o214 Daa-21
— 1B OR G Months e SEF Policy Rate
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Mark-up & Non Mark-up Income

Financial Performance

Mark-up earned
Loans and advances 872347 899,781 108 646 69,358 54885 54,188
Irnvestmants 139,115 154 a1 122337 TH.2R8 66,453 58,906
On securities purchased under resale agreements. 3,957 2374 5,367 3,583 1,068 G7G
Balances wiih other banks 1,484 1,616 2128 728  bG6 632
Total 231,883 257811 239477 149969 123073 114403
Mark-up expensed
Depasits &7.838 103380 110,075 61,704 54875 50,070
Bomowings 6,839 6,830 6,082 2942 853 1,258
Cost of foresgn eumency swaps against foreign curency
denosits / Domowings 8,018 9,175 9157 6,075 3072
Firance charms on leasa liabiity against right of use assets s 754 719 - - -
Secunties sold under repurchase agreements 30,795 3J_a7 40,837 18,581 4919 8.250
Total 134,285 153,656 167,570 89302 68820 659578
Non mark-up / interest income
Feeand commisson incomea 17.804 18,254 18,125 17826 18774 14833
Dividend income 4,595 1.8 3,150 2513 38 2959
Foreign exchange income 6511 4073 6,045 G480 2,251 2179
Gaiin on securities - nel 6,188 7,888 2112 38932 G480 B,406
Other income 1844 3963 5,768 26687 1,740 1548
Total 36,942 36,077 36,199 36240 31086 209067

Contribution to Total Income Contribution to Gll

100% — ' 100% —

a04s — ; ; 0% —

BO% — 80% — |

T0% — 70%6 —

509 — 50% —

40% — 409 —

305 — 096 —

20% — 20% —

10% — 10% —

0~ [ s 2 am 0 018 2017 2018 209 20 2

| - M s | cans and advances e Invesiments s Cthes
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DuPont Analysis

Indicator Formula Unit 2021 2020 2019 2018 2017 2016
Net Operating Margin PAT / Total Incotma A % 208 218 146 b=ls 230 268
Asset Ulilization Total Income / Avg Assels 8 o a9 48 3.7 a7 a8 4.8
HAetum on Assets PAT / Ava Assets C=AxB % 0.8 1.0 0.5 0.8 1.0 1.2
Leverage Ratio / Equity Multiplier Avg Assats / Ava Equity D Timas 165 172 19.2 185 w4 157
Return on Equity (Excl. Surplus on Rev] | PAT/Ava Equity E=CxD % 135 ir2 102 14,7 18.7 19.3
DuPont Analysis
30% =
26.8% 27.0%

20% —

10% =

2016 2017 2018 2019

=== Net Operating Margin === Assets Utilization === Return on Equity(Excl. Surplus on .Rev)
Net operating margins of the Bank decreased from 21.8% to 20.8%. Decrease in the net operating margin is mairdy pertains to
the SBP policy rate which decrease the total income.

- Asset Utilization in term of Total Income decreased to 3.9% in 2021 from 4.6% in 2020, This was mainly due to decreasa in
policy rate by SBP which decreased the cost of deposits.

- Retumn en Equity during 2016 - 2019 remained In the range of 10.2% - 19.3%. The ROE for year 2021 remained at 13.5%.
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Summary of Cash Flows

Clas

sification

Where The Nalion Banks

Cash Flow from Operating Activiies
Cash Flow from Investing Activities
Cash Flow from Financing Activities
Cash & Cash equivalent at Baginning of the Year
Cash & cash equivalent at the end of the year

Summary of Cash Flows
BOOO,000
800,000 507 3685
293,000
200,000 L
45349
= =
——
(232 .541)
(400,000)
(800,000)
Cash flow from operating activities

= 2016

- 2017

PKR *Mn

2017 2016

470,708 (51.870) 293000 597385 (232541) 45349
1459.108) 52401  (254952) {536224) 268340  (52.305)
(2,454) (2,042 {2,046} [0y (159580  (15877)
262,243 263754 227753 166631 148790 170,723
271,388 262043 263754 227,753 166831 146,790

268340
52,401

— S oUW SR
(587715858 (40) (2.046) (2.042) [2,454)

1536,224) {459,106
Cash flow from Investing activities Cash flow from Financing activities
- 2018 2019 = 2020 = 2021

Cash Flow from operating activities mainly represent the core activity of the Bank Le. mobilization of deposits: Since 2016, deposits of the
Bank have shown a CAGR of 12.7%. During year 2021, therg was net inflow of PKR 470.7 Bn from operating activities. The major outflow
under [nvesting activities was on account of net investrments in available-for-sale securities and mvestment made in held-to-maturity
securities. During the year 2021, outfiows of PKR 2.45 Bn under financing activities were observed against payment of lease obligation.

Annual Report 2021



@ NBP m::l of P.pju.ll:ln

Capital Adequacy

Total Eligibte Tier-1 Capital

Eligible Tier-2 Capital

Total efigible capital {Tier-1 + Tier-2)
Risk Weighted Assats

Credit Risk

Market Risk

Ciperational Risk

Total risk waighted assats

Capital Adeguacy Ratio

Total Bligible Capital
Total Risk Weighted Assats

Capital adequacy ratio

Capital Adequacy Ratio
RAWaAs (PKR' Bn)
1.400
1,200

1,000

2021 2020

199,752 172G 142716 124,818
64,343 55,224 39,816 43,840
264,085 228,120 182,532 168,658

BB3659 B5E263 913,568 795527
B2342 87788 9753 &1.0M
229114 207,072 173,620 155079
1285116 1,153101 1,178.941 1,031,677

264,005 228120 182,532 168,658
1,285,116 1,153,101 1178841 1,031,677
204% 18.8% 155%  16.3%

16,5%
800

600
400
200

a

2016 2017

s Credit RWA

Anrwal Report 2021

we Market RWA

2019 2020 2021

we= Operational RWA

2018 2018 2017

PKR “Mn
2016

101,303 85,540
37,582 argev
138,885 133,167
857437 613872
68,863 53,389
144867 138,192
B70,967 805,252
138,885 133,167
B70.967 805252
159%  165%

= AR %

5.0%

25.0%

20.0%

15.0%

10.0%



Where The Nalion Banks

2.745

2500 008

-~ 2 057 2,103

1500 . 1 )

1.000, ] ! .1153

‘M

- I = | = | =
2019 2020 2021

== Total Income === Profit Before Tax

Geographical Segment
- l - - . L] "
Pakistan . Asia Pacific (Including South Asia)
! PHIE' Mn
PRE Mn : 2,500
140,000 135,354 120476 | 2000 2,137
20000 4hn 130 g e 1,045
100,000 : 1,000 . 554
0,000 i 50 5
0,000 54,028 . o —r ] — .
40000 = a2 | R I. @i6)
20,000 ¥ ' {1000
- | . = 1 e 017
2019 2020 2021 : 2019 2020 2021
== Total Income = Profit Before Tax : =m Total Income == Profit Baforg Tax
-------------------------------- .--—------------—---—-------------
L]
1
E
[ ]
Europe . USA
PER' Mn : PHE M
B00 - 2000
ag 385 976 ' fa5 1170
200 . 1 ' 251 538
o . ' 0 = |
(200 . : {1,000} I u
{400y ] (201) I
o e |  Boo) (1.971)
(800) (631 | @000) (2349)
2019 2020 2021 | 2019 2020 2021
==m Total INCome «== Profit Bafore Tax i === Total Income === Profit Before Tax
]
[]
................................ i o i ik e o A A gl T i e T el i
]
1
» [
Middle East !
PR Mn ]
3,000 :
]
1
I
]
I
]
[
| ]
]
]
i
]
]
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Statement of Value Added
PKR “Mn
Economic Value Generated
Mark-up / Interest Income Earmed 231,883 86.3% 257,811 B7.7%
Non Mark-up / Interest Income Eamed 35,942 13.7% 36,077 12,3%
Total value generated 268,825 100.0% 299,888 100.0%

Economic Value Distribution

Prowviders of Funds: Proiit / Mark-up on Deposits, bormowings, et 134,265 49.9% 153,656 52.3%
Suppliars: Payments made for the provision of utifities, goods and services 17853 66% 17,715 6.0%
Employees: Salaries, supsrannuation contributions and incentives 37,045 13.8% 40,750 13.9%
Society: Donations & CSR 82 0.0% 85 0.0%
Government: Income Tax 24,852 9.2% 15,665 5.3%
Expansion & Sustainability:
Provision against non-performing assets 11916 4.4% 30,898 10.5%
Depreciation / Amartization 4,750 1.8% 4,562 1.6%
Value Retained 123 14.2% 30,559 10.4%
54,798 20.4% 66,017 22.5%
Total economic value distributed 268,825 100%: 293888 100%
Value Distribution - 2021 Our Economic Contribution
) PKR 2.5 Billion disbursed under
oo Sy 1 Kamyab Jawan Youth Entrepreneurship
qﬁaﬁﬁﬁﬁﬁbﬂ@ Scheme
PKR 40 Billion loan deferrals approved
5 _ Beposiiors for 13,000+ Borrowers during Covid-19
Governments [ 50%
*® Supplien: \ PKR 3.0 Trillion in deposits managed
L for retail and business customers
s
PKR 1.3 Trillion in loans to retail and
business customers
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Non-performing Loans

PKR “Mn

2021 2020
NPL Spec. Prow. NPL Spec. Prov.

Category

DAEM 1,941 95 1,618 45
Substandard 5245 1.230 5419 1,336
Doubtful 17,286 8,595 15,768 7.881
Loss 173,466 169,390 148,480 144 883
Total 197,938 179,312 171,294 154,145
L
T CAEM 190 Substancang 3% i
L
) =T - _| Doubiiil 996 The Bank has historically exhibited the high NPLs at 15.2% of gross
‘.*. loans, partly due to its role in developmental manciate. Reflecting the of
T4 ek asset quality detenoration trend observed agross the incustry, i 2021
f [ PKR \ 1 the Bank esxperenced a 15.6% increase in the NPL's which stood at
i 1979 | FKR 1979 Bn at the end of 2021 (2020: PKR 171.3 Bn). Due to
'f~ Bn { increase in NPLs, spacific provision charge for the year 2021 amourted

to PKR 11.56 Bn and a reversal of PKR 0.44 Bn is reconded in general
provision. At end 2024, specific provision stood at PKR 179.3 Bn (2020;

' ~ - - PKR 154.2 Bn) transiafing info coverage at 90.6%.
Asset Quality
PKR' Bn Coverage
250 100%
[ 0% 850 : —gie
200 80%
150 60%
119
100 112 40%
50 20%
15 T
0 1]
2016 2m7 2018 2019 2020 2021

== NPL == Specific Provision == Coverage Ratio ==Infaction Ratic
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Share Price History
=~ No. of Share Market
Closing  Shares Turnover Capitalization
PKR ors Nurmber PKR' Mn
Quarter Ended
Decamber 31, 2021 <A T, X ) 34.52 2127513026 332,500 73,442
September 30, 2021 3351 3276 33.44 2,127.513,026 85,500 71,144
June 30, 2021 3r40 3477 3657 2127513026 2,201,000 77803
March 31, 2021 3250 3185 3z 2127513026 1,647,500 B8.527

Share Price / Tread Volume - 2021

S | l | | -2.00

| W
I J | .-J'_l:' J_LIJ‘ 'lﬂ;l;J!'.'||.|IMI_:'H;_. : Il |_J!u
Jan-21 Feb-21 Mar-21  Apr-21  May-21 Jun-21 Jul-21  Aug-21 Sep-21 Oct-21 Nov-21 Deg-21
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Financial
Statements

The Financial Statements
and the accompanying
notes, are in compliance
with all applicable Account-
ing Standards and are free
from material misstatement.
As opined in the Independ-
ent Auditors' Report, these
Financial Statements pro-
vide a true and fair view of
the Bank's performance,
financial position, changes
in equity and cash flows.

Our Auditors have
expressed their unqualified
opinion on these Financial
Statements as indicated in
their “Independent Auditors’
Report” to the shareholders.

Unconsolidated

Staternent of Financial Position

Cash Flow Statement

Notes to the Financial Statements

e ———

Independant Auditors’ Report 138

144

Profit and Loss Account 145
Statement of Comprehensive Income 146

R ————

148

149




@NBP i

Yousuf Adil A.F. Ferguson & Co,
Chartered Accountants Chartered Accountants
Cavish Courl, KCHSU State Life Building No. 1-C
Shahrah-e-Faisal || Chundrigar Road
Karachi, Pakistan PO, Box 4716

Karachi - 74000

Independent Auditor’s Report

To the members of National Bank of Pakistan
Report on the Audit of the Unconsolidated Financial Statements

Opinion

We have alidited the annexed unconsalidated financial statements of National Bank of Pakistan (the Bank), which comprise the
unconsolidated statement of financial position as at December 31, 2021, and the unconsolidated profit and loss account, the
unconsalidated statement of comprehensive income, the unconsolidated statement of changes in equity and the unconsalidated
cash flow statement for the year then ended, along with unaudited certified returns received from the branches except for 80
branches which have been audited by us and notes 1o the unconsclidated financial statements, including a summary of
significent accounting policies and other explanatory information and we state that we have obtained all the information and
explanations which, to'the best of our knowledge and belief, were necessary for the purposes of the audit.

In our opinion and 1o the best of our information and according 1o the explanations given to us, the unconsolidated statement of
financial position, unconsolidated profit and |loss account, the unconsolidated statement of comprehensive income, the
unconsolidated statemeant of changes in equity and the unconsolidated cash flow statement together with the notes forming part
thereof conform with the accounting and reporting standards-as applicable in Pakistan, and, give the information required by the
Banking Companies Ordinance, 1862 and the Companies Act, 2017 (XIX of 2017), in the manner so required and respectively give.
a true and fair view of the state of the Bank's affairs as at December 31, 2021 and of the profit and other comprehensive loss, the
changes in equily and its cash flows for the year then ended.

Basis for Opinion

We conducted our audit in accerdance with International Standards on Auditing (1ISAs) as applicable in Pakistan. Our
responsibilities under those standards are further described in the Auditars Responsibilities for the Audit of the Unconsolidsted
Flnariota! Staterpents section of our report. We are independent of the Bank in accordance with the International Ethics Standards
Board for Accountants' Cods of Ethics for Professional Accountants as adopted by the Institute of Chartered Accountants of
Pakistan (the Code) and we have fullilled our ather ethical responsibilities in accordance with the Code, We beligve that the audi
evidence we have abtalned s sufficlent and appropriate to provide a basls for our opinion.

Emphasis of Matter

We draw atfenfion 1o nofe 25.3.3.1 to the unconsolidated financial statemeants which explains the contingency in refation 1o the
pension abligation of the Bank. The Bank, based on the opinlon of its fegal counsel, is confident about a favorable outcome on
this matter and hence, no provision has besn made in these unconsolidated financial statements. Our opinion is not qualified in
respect of this matter,

Key Audit Matters

Key audit matters are those matters that, In our professional [udgment, were ol most significance in our audit of the
unconsolidated financlal statements of the curmrent pericd. These matters were addressed in the context of our audit of the
unconsolidated financial statements as a whole, and in forming our opinion tharetn, and we do not provide a separate opinion an
these matters.

Independent Correspandent Firm to Mamber firm of PwC network
Deloitte Touche Tohmatsu Limited
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Yousuf Adil
Chartered Accounianis

AF. Ferguson & Co.
Charterad Accounlants

Following are the key audit matters:

S.No.

1

Key Audit Matter

Provision against advances:

{Refer notes 5,6 and 11.4 to the unconsolidated
financial statements)

The Bank makes provision against advances
extended (n Pakistan on a time-based critera
that Invalves ensuring that all non-perarming
advances are classified in accordance with the
ageing criteria specified in the Prudential
Regulations (PRs) issued by the State Bank of
Pakistan (SBP),

In addition to the above time-based criteria,
the PHs require a subjective evaluation of the
credit worthiness of borrowers 1o determing
the clagsification of advances,

The PRs also require the creation of general
provigsion for certain catagones of advances:

Provision against advances of overseas
branches s made as per the requinemants of
tha respective regulatory regimes,

The Bank has recognized a net provision

against advances amounting to Bs. 11,119

million In the unconsolidated profit and loss
account In the current year As at December
31, 2021, the Bank holds a provision of Hs.
181,784 million against advances. Moreover,
the Bank has recognised a general provision
against the underperforming porifolio on a
prudent basis.

The determination of provision against
advances based on the above criteria remains
& significant area of judgement and estimation.
Because of the significance of the impact of
these judgements / estimations and the
materiality of advances relative to the overall
unconsolidated financial statements of the
Bank, we considerad the area of provision
against advances as a key audit matter.

Independent Correspandent Firm to
Deloitte Touche Tohmatsu Limited

How the matter was addressed in our audit

Our audit procedures lo verify provision agains! domestic
advances Included, amongst others, the following:

* Obtained an understanding of the management process to
record provision and ensure that it is consistant with the
requirement of PRs; and

= Evaluated the design and tested the operating effectivenass
of the relevant controls established by the Bank to identify
loss events and for determining the extenl of provisioning
required against non-performing advances.

We selected a sample of loan accounts and performed the
following  substantive procedures’ o evaluate the
appropriatensss of spacific and general provision:

* Checked credit documentation, repayments of loan / mark-
up instalments, tested classification of non-perfarming
advances based on the number of days overdue;

*  Evaluated the management's assessment for classification
of a customer's loan facilities as performing or non-
performing bassed on review of repayment pattern,
inspection of credit documentation and thorough
discussions with the management;

* In case of restructured loans, we reviewed the detailed
documentation of restructunng  including approvals, legal
opinions, terms of restructuring, payment records and any
other relevant documents to ensure that restructuring was
made in accordance with the PRs;

= We also reviewed minutes of the meeting of credit and audit
committee to identify risky exposures; and

* We had discussions with management to challenge
assumplions and judgements used in recording provisions.

We issued nstructions to auditors of thoss overseas branches
which were salected for audit, highlighting 'Provision against
advances' as a significant risk. The auditors of those branches
performed audit procedures to check compllance with
requlatory requirements and reported the rasulls thereaf to us.
We, as auditors of the Bank, evaluated the work performed by
the compaonent auditors and the results thereof.

Member firm of PwC network
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BNBP

O
Yousuf Adil
Chartered Accounianis
5.No. Key Audit Matter

2 Valuation of listed equity shares, units of
mutual funds and term finance certificates
classified as avallable-for-sale

{Refer notes 5.2 and 10.1 to the unconsolidated
financial statements)

The Bank has significant investments in equity
shares, units of mutual funds and term finance
cerificates [TFCs) classified as Available for
Sale (AFS) As per the Bank's policy, listed
equity shares and units of mutual funds are
required to be considered for impairment whean
there is a significant ar prolonged decline in the
fair value of invastments. Further, TFCs are
required to be assessed for impairment as per
the SBP's Prudential Regulations which
invalves subjective aritaria,

The significance of the Investmant amount,
subjactivity invalved and assumptions used in
impairment make it significant to  the
unconsolidated financial statements. Therefars,
we have considersd this as a key audit mattar.

3 Regulatory Matters In respect of New York
Branch

{Refer note 25.5 to the unconsolhidated financial
statemants)

The Bank operates a branch in New York which
is licensed by the New York State Department
af Financial Services (NYSOFS) and is also
subject to supervision by the Federal Reserve
Bank of Mew Yark (FREBNY).

In February 2022, the Bank has reached
agreements with FRBNY and NYSDFS, the US
Regulators of NBP's Mew York Branch. The
agreements include fines totaling US § 55.4
million equivalent to Rs. 9778 milion and
focused on  historical compliance  program
weaknesses and delays in making compliance
relatad enhancemeants:

Under the agreeaments, the Bank s required to
submit status and progress reports at defined
frequencies to the Regulators with respect to
the remedial measures being taken.

Independent Correspandent Firm to
Deloitte Touche Tohmatsu Limited

Annual Repart 2021

AF. Ferguson & Co.
Charterad Accountants

How the matter was addressed in our audit

On a sample basis, we have performed the following
proceduras:

each investmant's cost was compared 1o its market value
wherevar available 1o determine decline / surplus in
valuation;

checked whether, in case of listed equity shares and units
of mutual funds classified as available for sale, impact of
significart or prolonged decline was recognized
consistently as per the policy of the Bank as disclosed in
nate 5.24{c); and

Far TFCs, checked that Usted TFCs were valued as per
the quoted prices and for unlisted TFCs, we checked that
these were valued at cost less provision. Further, on
sample basis, TFCs were also evaluated based on
evidence of deterioration in the financial health of the
investee and repayment pattern.

Our audit procedures included the following:

Discussed with the senior managemeant and the Board
Audit Committee to obtain their views on the status of the
regulatory matters;

Reviewed relevant regulatory corespondence with State
Bank of Pakistan on the compliance matters raised with
respect to New York Branch;

Reviewed the orders issued by the US Regulators in
which fines were imposed on the Bank;

Reviewed the minutes of meetings of the Beard of
Directors in which deliberations relevant to compliance
matters raised by the US Regulators with respect to New
York Branch took place; and

Membear firm of PwC network
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Yousuf Adil AF. Ferguson & Co,
Chartered Accounianis Charterad Accounlants
5.No. Key Audit Matter How the matter was addressed in our audit
Tha above action takan by the US Regulators, = Evaluated the adequacy of disclosure in dccordance with
including the amount of penalties imposed Is a the applicable financial reporting framewark.
significant event and has been considerad as a
key audit matter,

Information Other than the Unconsclidated and Consolidated Financial Statements and Auditor's Reports
Thereon

Managament is responsible for the other information. The other information comprises the information included in the Annual
Report, but does not include the unconscolidated and consolidated financial statements and our auditor's reports thereon,

Cur opinion on the unconsolidated financial statements does not cover the other Information and we do not express any form of
assurance conclusion therson,

In connection with our audit of the unconsolidated financial statements, our responsibility is {o read the other Infarmation and, in
doing so0, consider whether the other information is materially inconsistent with the unconsolldated finangial statements or our
knowledge obtained In the audit or otherwise appears to be materially missiated. If, based on the woark we have performed, we
conclude that there is a material misstatement of this other information, we are required to report that fact. We have nething to
report In this regard.

Responsibilities of Management and the Board of Directors for the Unconsolidated Financial Statements

Managament is responsible for the preparation and fair presentation of the unconsolidated financial staterments in accordance
with accounting and reporting standards as applicable in Pakistan, the requirements of Banking Companies Ordinance, 1962 and
the Companies Act, 2017 (XX of 20017) and for such internal control s managemeant determines s necessary to anable the
preparation of unconsolidated financial statements that are free from material misstatermnent, whether due to fraud or arror.

In preparing the uncensolidated financial staterments, management is responsible for assessing the Bank's ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting
unless management elther intends to liquidate the Bank or to cease operations, ar has no realistic alternative but to do so.

The Board of directors is responsible for oversesing the Bank's financial reporting process.
Auditor's Responsibilities for the Audit of the Unconsolidated Financial Statements

Our cbjectives are to obtain reasonable assurance about whether the unconsolidated financial statements as a whole are free
from matenal misstatemeant, whether due to fraud or error, and 10 ssue an auditor's report that includes our opinion. Reasonable
assurance 15 a high level of assurance, but is not a guarantes that an audit conducted in accordance with 1S4s as applicable in
Pakistan will always detect a matenal misstatement when it exists. Misstatements can arise from fraud or eror and are
considered material i, individually or in the aggregate, they could reasonably be expectad to influence the economic decisions of
wsers taken on the basis of these unconsolidated financial statemants.

As part of an audlt In accordance with ISAs as applicable In Pakistan, we exerclse professional judament and maintain
professional skepticism throughout the audit, We also:

« Identify and azsess the risks of material misstatement of the unconsolidated financial statements, whether due to flfaud or
amor, design and perform audit procedures responsive 1o those risks; and oblain audil svidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detscting a matarial misstatemant resulting from fraud Is higher
than for one resulling from error, as fraud may involve collusion, forgery, Intentional omissions, misreprasentations, or the:
override of internal control,

Independent Correspandent Firm o Mermber firm of PwC network
Deloitte Touche Tohmatsu Limited
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Yousuf Adil A.F. Ferguson & Co,
Chartered Accountants Charterad Accountants

+ Obtain-an understanding of intamnal control relevant 1o the audit in order to design audit procedures that are appropriate inthe
oircumstances, but not for the purpose of expressing an opinion on the effectiveness of the Bank's internal control.

»  Evaluate the appropriateness of accounting policles used and the reasonableness of accounting estimates and. related
disclosuras made by management.

- Conclude on the appropriateness of management's bise of the going concemn basis of accounting and, based on the audit
evidence obtained, whether a2 material uncertainty exists related to events or conditions that may cast significant doubt on the
Bank's ability 1o continue 8s a going concem, | we conclude that a material uncerainty exists, we are required o draw
attentlon in our auditor's report (o the mlated disclosures |n the unconselidated financial statements or, if such disclosures are
inadequate, to modify our opinjon. Our conclusions are bassed on the audlt evidence ablained up to the date of cur auditor's
report. However, fulure events or conditions may cause the Bank 1o cease to continue as a going cancern,

+  Evaluate the overall presentation, structure and content of the unconsaolidated financial statemants, including the disclosuras,
and whether the unconsolidated financial statemeants represent the underlying transactions and events in a manner that
achiaves fair presentation.

We communicate with the Board of Directors regarding. among ofher matiers, the planned scope and timing of the audit and
significant audit findings, Including any significant deficiencies In internal control that we identify during our audit,

We also provide to the Board of Direciors with a statement that we have complied with relevant ethical requiremenis regarding
independence, and to communicate with them all relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.

From the matlers communicated with the Board of Directors, we determine those matters that were of most significance in the
audit of the uncensolidated financial staterments of the current period and are thersfore the Key audit matters. We describe these
matters in our auditor’s report uniess law or regulation precludes public disclosure about the matter or when, in-extremely rare
circumstances, we datermine that a matter should not be communicated in our report because the adverse conseguences of
daing so-wiould reascnably be expected to cutweigh the public interest benefits of such commumcation.

Report on Other Legal and Regulatory Requirements
1. Based on our audit, we further report that in our opinion;

a) praper books of account have bean kept by the Bank as required by the Companies Act, 2017 (XIX of 2017) and
the returns referrad above from the branches have been found adequate for the purpose of our audit;

b) the unconsolidated statement of financial position, the unconsolidated profit and loss account, the unconsolidated
statemnent of comprehensive income, the unconsolidated statement of changes in eguity and the unconsolidated
cash flow statement together with the notes thereon have besn drawn up in conformity with the Banking
Companies Crdinance, 1962 and the Companies Act, 2017 (XIX of 2017} and are in agresment with the books of
account and returns;

c) investments made, expenditure incurred and guarantees extended during the year were in accordance with the
objects and powers of the Bank and the transactions of the Bank which have come to our notice have bean within
the powers of the Bank; and

d} zekat deductinle at source under the Zakat and Ushe Ordinance, 1980 (XVIIl of 1980), was deducted by the Bank
and deposited in the Central Zakat Fund established under section 7 of that Ordinance.

2. We confirm that for the purpose of our audit wa have covered more than sixty per cent of the total loans and advances of
the Bank.

Independent Correspandent Firm to Membier firm of PwC network
Deloitte Touche Tohmatsu Limited

Annual Beport 2021



Whers The Nation Banks

Yousuf Adil A.F. Ferguson & Co,
Chartered Accounianis Charterad Accountants
Other Matter

The unconsolidated financtal statements of the Bank as at and for the year ended December 31, 2020 were audited by
Yousul Adil, Chartered Accountants and Grant Thornton Anjum Rahman, Chartered Accountants, who had expressed an
unmodified opinion on those stalements vide their report dated February 25, 2021.

The engagement partnars on the audit resulting In this Independent auditors’ report are Nadeem Yousuf Adil and Shahbaz
Akbar on behalf of Yousuf Adiland A, F. Ferguson & Co. respectivaly,

Yousuf Adil A_F. Ferguson & Co.

Chartered Accountants Chartered Accouitants

Katrachi Karachi

Dated: March 8, 2022 Dated: March 8, 2022

UDIN: AR202110091sWhiozCFY UDIN: ARZ02110068ZgsLDImR2
Independent Correspandent Firm to Membier firm of PwC network

Deloitte Touche Tohmatsu Limited
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Unconsolidated Statement of Financial Position

As at December 31, 2021
2020 202 202 2020
wesencaes (US Dollars in '000) -------- Note ———(Rupges in '000)—
ASSETS
1,412,128 1,679,183 Cash and balances with treasury banks 7 278,747,059 249 250,580
BO,B02 100,088 Balances with other banks 8 17,667,067 14,227,355
718,385 1,900,516 Lendings to financial institutions g 335,466,675 126,804 675
8,290,573 10,880,297 Investments 10 1,838,170,642 1,463 398,076
5,570,421 6,307 690 Addvances 11 1,113,392,485 083,254,527
308,268 07,351 Fixed assals 12 54,251 565 54,413,483
1,721 2,848 Intangible assels 13 502,791 303,813
37,786 37,422 Right of use assets 14 6,805,400 6,669, 684
= 9,210 Deferred tax assets 15 1,625,647 5
624,283 567,876 Other gesats 18 100,255,148 110,195,768
17044177 21,782,582 3,846,684,469  3,008,526,981
LIABILITIES
95,150 123,777 Bills payable 17 21,848,270 16,795,186
784 864 1,772,811 Bormowings 18 312,925,108 138,538,005
13,704,144 17,104,386 Deposits and ofher accounts 19 3,018,155,045 | | 2.418 966,479
42 681 44,722 Leasa liability against right of usa assels 20 7,883,560 7,533,601
16,873 - Deferred tax |labilities 15 - 2,978,364
B84 BEG 1,125,464 Other liabilities 21 198,658,523 156,155,514
15,528,378 20,171,180 3,560,481,904  2.740,968239
1,515,799 1,621,422 NET ASSETS 286,202,565 267,558,742
REPRESENTED BY
120,530 120,530 Share capital 22 21,275,131 21,275,131
320,445 342,022 Reserves 23 ﬁi},ﬂﬂ 495 56,562,933
417,528 365,210 Surplus on revaluation of assels 24 64,482,122 73,609,344
657,296 793,560 Unappropriated profit 140,073,817 116,021,334
1.515,789 1,621,422 286,202,565 267,558,742
CONTINGENCIES AND COMMITMENTS 26

The annexed notes 1 to 51 and annexures | and Il form an integral part of these unconsolidated financial statements.

Arif Usmani
Prasident & CEO

Abdul Wahid Sethi
Chiaf Financial Officer

Asil Jooma
Diractor

Zubyr Soomro
Chairman

Ahsan Ali Chughtai
Diractor
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Unconsolidated Profit and Loss Account
For the year ended December 31, 2021

2020 2021 2021 2020
-~ (US Dollars in '000) ----—-— Note ———(Rupees in '000)—
1,460,574 1,313,683 Mark-up / return / interest earred 28 231,882,702 257,811,015
870,505 760,649  Mark-up / return / interest expensad 27 134,264,896 153,655,908
580,068 653,034 Net mark-up / interest income 47,617,806 104,155,107

NON MARK-UP / INTEREST INCOME

103.412 100,864 | Fes and commission ncoma 28 17,803,801 18,253,547
10771 26,030 | Dividend income 4,594,583 1,801,168
23.077 36,885 | Foreign exchange income 6,510,668 4,073,386
44,674 35,059 | Gain on securities - net 29 6,188,319 7,885,503
22,453 10,448 | Other income a0 1,844,236 3,963,294
204,387 209,286 Total non-mark-up / interest income 36,941,617 36,076,908
794,456 762,320 Total Income 134,559,423 140,232,016

NON MARK-UP / INTEREST EXPENSES

365,761 337.976 | Operating expenses 31 59,657,321 62,796,623
1,786 1,963 | Other charges H 346,463 315,307
357,547 339,939 Total non-markup / inlerest expenses 60,003,784 63,111,930
436,909 422,381 Profit befora provisions 74,555,639 720085
175,034 67.510 Provisions and write offs - net a3 11,916,383 30,895,938
- 55.400 Extra ordinary item 255 8,778,848 -
261,875 200,471 PROFIT BEFORE TAXATION 52,860,408 46,224,147
B8, 748 140,796  Taxation 24 24,852,420 15,665,228
173,127 158,875 PROFIT AFTER TAXATION 28,007,888 30558919
emmseressees (UG Dollars) —=eeeeeeeeee 0 e {Rupges) —-eeecmaee-
o0.08 0.07 Basic eamings per share 35 1396 14.36
0.08 0.07 Diluted earnings per share 36 13.16 14.38

The annexed notes 1 1o 51 and annexuras | and || form an integral part of these unconsolidated financial statements.

Zubyr Soomro Arif Usmani Abdul Wahid Sethi Asil Jooma Ahsan Ali Chughtai
Chairrran Prezident & CEOQ Chiaf Financial Officer Diractor Diractor

Annual Report 2021
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Unconsolidated Statement of Comprehensive Income
For the year ended December 31, 2021

2020

2021
===~ {US Dollars in '000) -----

Profit atier taxation for the year
Other comprehensive income

llems that may be reclassified to profit and loss account
In subsequent periods:

2021

- Rupees in '000)—

2020

Exchange gain on translation of net assets of foreign branches
Movement In surplus on revaluation of investments - net of Lax

ftems-that will not be reclassified to profit and loss acocount
in subsequent perods:

Remeasuremant loss on delined bensalil oblinations - net of tax
Movemant in surplus on revaluation of operating fixed assels - net of tax
Movement in surpius on revaluation of non-banking asssts - net of tax

173,127 158,675
6,780 5,709
16,101 {48,795)
22,880 (43,088)
(2,8217) 7.721)
3,566 {2,B03)
1.214 5549
1,859 [9,965)
187,976 105.624

Total comprehensive income

The annsxed notes 1 o 51 and annaxures | and Il form an mtegral part of thess unconsolidated financial staternants.

Zubyr Soomro
Chairrran

28,007,988 30,558.919
1,007,763 1,188,299
(8,613,053) 2.842.019
(7.605,290) 4,040,318
(1,362.794) [457,872)
(494,741) §29.407
98,660 214,238
(1,758,875) 345,673
18,643,823 34,944,910

Arif Usmani Abdul Wahid Sethi Asil Jooma

Prezident & CEO Chiaf Financial Officer Director

Annual Repart 2021

Ahsan Ali Chughtai

Diractor
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Unconsolidated Statement of Changes in Equity

For the year ended December 31, 2021
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Unconsolidated Cash Flow Statement
For the year ended December 31, 2021

2020

--— (US Dollars in '000) ----

2021

261,875 299,471
(10.771) (26,030)
251,104 273,441
24 67 25,038 |
1,185 1,523
176,034 67,510
(61 (357)
K .M? 4:5’3‘5
(121 G684
41,880 41,960
247130 141,365
488,234 414,806
53,681
{343,109,
{33,534)
281,308
{41,653
[17,405)
{1,685 491)
1,251,560
(184,799)
(615,535)
{4.447) {4,608
[120,157) (127 665)
(10,287) (17,178)
(283,865) 2,888,667
{449 983)
740,156
10,771
(11,744)
278
6,789
256,865
11,559 W
] (2
{11,566) (13.200)
(8,566 51,798
1,484,244 1,485 686
1.485.688 1,537,485

CASH FLOW FROM OPERATING ACTIVITIES

Frofit before taxation
Less: Dividend income

Adjustrments:

Depreciation

Amoriization

Provision and write-ofts

Gain on sale of fixed azsats

Finanoe charges on lgased assets

Unrealized loss / (gain) on mvaluation of investments
classified as held-for-trading

Charge for dafined benafit plans - nat

{Increase) [ decresse (n operating assets

Laendings to financial institutions.
Held-for-trading securlties

Advances

Dther assats [sxdluding advance taxatian)

Increase / {decrenss) in aperating Habilitles

Bilts payable

Borrowings

Deposits and other accounts
Othar linbifities

Finanoial charges paid

Income tax adjusted / pad

Benofits paicd

Met cash flow ganerated from / {used in) operating activitiss

CASH FLOW FROM INVESTING ACTIVITIES

Met invastments in avaliable-for-saie securiies

Net investmants in held-to-maturty securities

Dividends received

Investments in oparating fixed assets

Proceads from saie of operating fixed assets

Effect of translation of net investmeant In forelgn branches
MNet cash flow (used in) / generated fram investing activities

CASH FLOW FROM FINANCING ACTIVITIES
Paymarits of lsase obligations
Dividand paid '

Met cash fhow used in fimancing activities

Increase / (decrease) in cash and cash eqguivalents
Cashand cash-aquivalents at baginning of the year
Cash and cash equivalents at end of the year

201 2020
Note {Rupees in '000) ——
52,860,408 48,224,147
(4,584,593 (1,901,166
48,265,815 44,392 079
4,419,746 4,350,804
339,382 210,861
33 11,916,363 30,895,938
(62,945) (10,775)
812,864 785,082
120,675 12,074)
7.406,457 7,382 388
24,852,662 43,622,074
73,218,477 57,845,053
! 9475395
{23,081 441) {60,563.418)
(145,585,208) (5,918,170
6,818,652 49 654 870
{351,541,175) (7.352,381)
X (3,072,238
131,632,640 {293,981,639)
600,188,566 220,817,198
38,531,185 {32.512,646)
775,405,485 (108,650,325)
(812.064) (785.032)
16.6 (22,535,380 {21,209,420)
(3.042,126) {1,817.492)
470,702,317 (51,869,597
79.428,088)
130,647 453
1,801,168
(1,888,345} {1,967,009)
49,147 48,771
1,687,352 | 1,198,293
(459,106,071) 52,400,600
a7 _tﬂwrl (2,040,364)
{3,619) 1,153
(2,453,603 (2,041,536)
9,142,843 (1,510,533)
__ 2B2.243,717 263,764,250
ar 271,386,360 Be2.243.717

The annexed nates 1 1o 51 and annexures | and || fomm an infegral part of jhese unconsolidated financlal stotemants.

Zubyr Soomro
Chairrman
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Chiaf Financial Officer
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Diractor
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Notes to and forming part of the Unconsolidated Financial Statements
For the year ended December 31, 2021

21

2.2

23

3.2

3.3

STATUS AND NATURE OF BUSINESS

Mational Bank of Pakistan (the Bank) was incorporated in Pakistan under the National Bank of Pakistan Ordinance, 1949
and is listed on the Pakistan Stock Exchange (PSX). Its registered and head office is situated at ||, Chundrigar Road,
Karachi. The Bank is engaged In providing commeraial banking and related services in Pakistan and overseas. The Bank
also handles treasury transactions for the Government of Pakistan (GoP) as an agent to the State Bank of Pakistan (SBF),
The Bank operates 1,513 (2020: 1,614) branches in Pakistan including 188 (2020: 191} Islamic Banking branches and 19
(2020: 21) overseas branches (including the Export Processing Zone branch, Karachi). The Bank also provides services in
respect of Endowment Fund for students loan scheme,

BASIS OF PRESENTATION

In accordanca with the directives of the Federal Government of Pakistan regarding shifting of banking system to Islamic
modes, the SBP has issued various circulars from time to time. Permissible form of trade related mode of financing
includes purchase of goods by the Bank from their customers and iImmediate resale to them at appropriate mark-up in
price on deferred payment basls, The purchases and sales arising under these arangements are not reflected in thesa
unconsciidated financial statements as such but are restricted to the amount of facility actually utilized and the
appropriate portion of mark-up thereon.

Key financial figures of the |slamic banking branches of the Bank have been disclosed in annexure Il of thesa
unconsolidated financial statements.

These are the unconsolidated financial statemeants of the Bank in which the investmants In subsidianes, associates and
|joint ventures are stated at cost and have not been accounted for on the basis of reported results and net assets of tha
investeas which are done in the consolidated financial statemants.

The US Dollar amounis shown on the statement of financial position, profit and loss account, statement of comprahensive
income and cash flow statement are stated as additional information solely for the convenience of readers, For the
purpose of conversion to US Dollars, the rate of As. 176.5135 to 1 US Dollar has bean used for 2021 and 2020 as it was
tha prevalent rate as on December 31, 2021,

STATEMENT OF COMPLIANCE

These unconsolidated financial statements have been prepared In accomdance with the accounting and reporting
standards as appllcable in Pakistan, The accounting and reporting standards applicable in Pakistan comprise of:

- International Financial Reporting Standards (IFRS), issued by the International Accounting Standards Board (I1ASE)
as notifred under the Companies Act, 2017,

- Islamic Financial Accounting Standards (IFAS), issued by the Institute of Chartered Accountants of Pakistan as
notified under the Companies Act, 2017

- Provisions of and directives issued under the Banking Companies Ordinance, 1962 and the Companies Act, 2017;
and

- Directives issued by the State Barlk of Pakistan (SBP) and the Securities and Exchange Commission of Pakistan
(SECP),

Where the requirements of the Banking Companies Ordinance, 1962, the Companies Acts, 2017, or the dieetives issued
by the SBP and the SECP differ with the requirements of IFRS or IFAS, the requirements of the Banking Companles
Ordinance, 1962, the Companies Act, 2017 and the said directives shall prevail,

SBP has deferred the applicability of International Accounting Standard (1AS) 39, 'Financial Instruments: Resegnition and
Measurement’ and 1AS 40, ‘Investment Froperty’ for Banking Companies through BSD Circular Letter No. 10 dated August
26, 2002. Further, according to the notification of SECP dated April 28, 2008, the IFRS - 7 "Financial Instruments:
Disclosures” has not been made applicable for banks. Accordingly, the requirements of these standards have not been
considared in the preparation of these unconsolidated financial statements. However, investmenis have been classified
and valued in accordance with the requirements of varnous circulars issued by the SBR

The SECP vide SRO 58 (1) 7 2016 dated January 28, 2016, has notified that the requiremerits of IFRS 10 (Consolidated

Annual Report 2021
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Notes to and forming part of the Unconsolidated Financial Statements
For the year ended December 31, 2021

34
3.4.41

3.4.2

Financial Statements) and section 228 of the Companies Act. 2017 will not be applicable with respect to the investment in
mutual funds established under trust structursa.

Application of new and revised International Financial Reporting Standards (IFASs)

New accounting standards, amendments and IFRS interpretations that are effective for the year ended December 31,
2021

The following standards, amendments and interpretations ame effective for the year ended December 31, 2021, These
standards, amendmants and interpratations are either not relevant to the Bank's operations or are nol expected lo have
significant impact on the Bank's unconsolidated financial statements other than certain additional disclosures;

Amendment to IFRS 16 'Leases’ - Covid-19 related rent concessions. Effective from accounting period beginning
on or after Juna 01, 2020,

- Interest Rate Banchmark Haform — Phase 2 (Amendmeants to IFRS 9, IAS 38, IFRS 7, IFRS 4 and IFRS 16). Effactive
frarm accounting pericd beginning on or afler January 07, 2021,

Certain annual improvements have also been made to a number of IFRSs.
New accounting standards, amendments and IFRS interpretations that are not yet effective

The following standards, amendments and Interpretations are only effective for accounting periods, beginning on or after
the date mentioned against each of them. These standards, interpretations and amendments are aither not relevant 1o the
Bank's operations or are not expected 1o have significant Impact on the Bank's unconsolidated financial statements other
than cartain additional disclosuras:

Effective from accounting period
beginning on or after

Amendments to IFRS 3 'Business Combinations' - Reference to the conceptual

fra * January 01, 2022

Amendments 1o |AS 16 ‘Property, Plant and Equipment’ - Proceeds before intended

e January 01, 2022

Amendments to 1AS-37 'Provisions, Contingent Liabilities and Contingent Assets” -

Oneraus Contracts — cost of fulfiling a contract ARG Y el

International Financial Reperting Standard - 9 *Financial Instruments” January 01,2022

Annual Improvements to IFRS Standards 2018-2020 Cycle (related to IFRS 8, IFRS 16

and 145 41) January 01, 2022

Amendmants to JAS 1 'Presantation of Financial Statements’ - Classification of

liabilities as current or nen-current Sanuary 012023

Amendments to IAS 1 'Presentation of Financial Statements' - Disclosure of accounting

policies January 01, 2023

Amendments to IAS B 'Accounting Policies, Changes in Accounting Estimates and

Errors' - Definition of accounting estimates Januaty 01, 2023

Amendmients 1o "1AS 12 Income Taxes' - deferrad tax related 10 assets and labilities

ariging from a single transaction. January 01,2023

Amendments to IFRS 10 and 28 - Sale or Contribution of Assets between an Investor

and its Associate or Joint Venture Deferred indefinitely
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34.5

5.1

5.2

There are certain new and amended standards and interpratations that are mandatory for the Bank's accounting pericds
baginning on or after January 1, 2021 but are considered not 1o be refevant or do not have any significant effect on the
Bank's operations and are therafore not detalled in these unconsolidated financial stalements.

As per SBP's BPRD Circular Letter no. 24 of 2021, IFRS 2 'Financial Instruments’ is applicable to banks in Pakistan
effective January 1, 2022. The aforementicned circular letter required banks to submit IFRS 9 compatible pro forma
financlal statements for the year ended December 31, 2021 and parform parallel run of IFRS 9 on quartery basis, Further,
it was stated that final instructions will be issued subsequently basad on the results of parallel reporting of banks.

The Banks in Pakistan through the Pakistan Banks Association (PBA) have submitted their comments on instructions
issued for paraliel reporting and requested that those are addressed in the final instructions to be issued. The matters
ralsed Include retaining some relaxations given presently in the Prudential Regulations, prescription of macro-sconomic
variables, retaining local reguiatory requirements pertaining to IFRS 2 related areas on overseas branches, impact on
Capital Adequacy Ratio (CAR). guidance on Significant Increase In Credit Risk (SICR) criteria, future tax impacts of any
reversals, recording of Expected Credit Loss (ECL) on Government securities denominated in local currency, including
further clarifications reguired In certain areas.

Due to the fact that final instructions have not yet been issued and there are a large number of reservations on thie draft
instructions, the banks are collectively of the opinion that impact on initia! application of IFRS 9 cannot be determined as
at December 31, 2021.

Other than the atoresaid standards, interpretations and amendments, the International Accounting Standards Board (IASB)
has also issued the following standards which have not been adopted locally by the Securities and Exchange Commissian
af Pakistan:

- IFRS 1 = First Time Adoption of International Financial Reporting Standards
- IFRS 17 = Insurance Contracts

Thi management anticipates that these new standards, Interpretations and amandments will be adopted in the Bank's
unconsclidated financial statements as and when they are applicable and adoption of fhese new standards. interpratations
and amendments, may have no matarlal Impact on these unconsaolidated financial statements of the Bank in the period of
initial application.

BASIS OF MEASUREMENT

These unconsolidated financial statements have been prepared under the historical cost convention except for revaluation
of land and buildings and non-banking assets acquired in satisfaction of claims which are stated at revalued amount and
cerfain investmants and dervative financial instruments that are carried at fair value. In addition, obligations in respect of
defined benefit plan are camad al presant value.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting pelicy adopted In preparation of fhese unconsalidated financial statements are consistent with those of
the previous financial year.

Cash and cash equivalents

Cash and gash equivalents include cash and balances with treasury banks, balances with other banks and call monay
lendings, less call bormowings and overdrawn nostro accounts.

Investments

Investments other than those categonised as held-for-trading are initially recognised at fair value which includes
transaction costs assocated with the investments. Investments classified as held-for-trading are inltially recognisad at fair
value, and transaction costs are expensed in the profit and loss account.
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All regular way purchases / sales of investments are recognised on the trade date, i.e., the date the Bank commits to
purchase / sell the investments. Regular way purchases or sales of investments raquire delivery of securities within the
time frame genearally established by regulation or convantion in the markel place.

The Bank has clagsified its investment portfolio, except for investments in subsidiaries, assoclates and joint ventures into
‘held-for-trading’, "held-to-maturlty” and 'available-for-sale’ as follows:

- Held-for-trading - These are securities which aré acquired with the intention o trade by taking advantage of shart-
term market / Interest rate mevements and are to be sald within ninety (30) days. These are carmied at market valus,
with the related unmealised gain / (loss) on revaluation being taken to profit and loss account.

- Held-to-matunty — These are securities with fixed or determinable payments and fixed maturity that are held with
the intantion and ability to hold to maturity. These are carried at amorised cost.

- Avallable-for-sale - These are investments that do not fall under the held-for-trading or held-to-maturity categories,
These are carried at market value except In case of unguoted securities where miarket valle is not available, which
are carried at cost less provision for diminution in value, if any. Surplus / [deficit) on revaluation Ts taken to ‘surplus /
{deficit) on revaluation of assels’ account shown In equity. Provision for diminution In value of investmants In
respect of unquoted shares is caloulated with reference to break-up value of the same. On derecognition or
impalment in quated avallable-for-sale investments, the cumulative gain or loss previously reported as 'surplus /
(deficit) on revaluation of assets’ in equity is included In the profit and loss account for the year.

- Provision for diminution in value of investments in unquoted debt securlties is calculated as per the SBF's
Prudential Regulations,

- Held-for-trading and quoted available-lor-sale securities are marked to market with reference to ready gquotes on
Reuters page or MUFAP (FKRV/ PKISRV) or the Stock Exchanges, as the case may be,

- Investments in subsidiaries, associates and joint venture companies are stated at cost, Provision s made for
impairment in valus, if any.

5.3  Bepurchase and resale agreements

Securities sold with a simultaneous commitment to repurchase at a specified future date [repos) continue 1o be recognised
in the: statement of financial position and are measured n accordance with aceounting policies for investment secunties.
The counterparty liability for amounts recewved under these agreements is included in borrowings. The difference between
sale and repurchase price s treated as maric-up / return / interest expense and accrued over the (ife of the repo agreement
using effective yield method.

Securities purchasad with a comesponding commitmeant to resell at a specified future date (reverse repos) ae not
recognised in the statement of financial pasition, as the Bank does not obtain control over the securities. Amaunts paid
under these agreemants are included in lendings to financial institutions. The differance between purchase and resale
price is treated as mark-up / return / interest income and accrued over the life of the reverse repo agreement using
effective yield method,

54 Derivative financial instruments

Derivative financial instruments are nitially recognised at fair value on the dates on which the derivative contracts are
entered inte and are subsequently re-measured at fair value using appropriate valuation technigues. All derivative financtal
instruments are camied as assets when fair value is positive and liabilittes when fair value is negative. Any change in tha
fair value of denvative instruments during the year is taken to the profit-and loss aceount.
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Financial instruments

All financial assets and financial liabllities are recognised at the time when the Bank becomes & party to the contractual
provislons of the instrument. A financial asset is derecognisad where (a) the nghts to recelve cash fiows from the asset
have expired; or (b) the Bank has transferred its rights to recaive cash flows from the assat or has assumed an obllgation
to pay the received cash flows in full without materal delay to a third party under a 'pass-through' arangement; and
alther (i) the Bank has transfemad substantially all the risks and rewards of the asset, or i) the Bank has neither transferred
nor retained substantially all the risk and rewards of the asset, but has transferred control of the asset, A financial liability Is
derecognisad when the obligation under the liability is dischamged or cancelled or expires. Any gain or loss an
derecognition of the financlal assets and financia! liabilities is taken to profit and loss account.

Advances

Advances are stated net of specific and general provisions. Provisions are made in accordance with the requirements of
Prudantial Regutations-issued by the SBP and charged to the profit and loss account. Thesa ragulations prescnbe a time
based criteria (as supplemented by subjective evaluation of advances by the banks) for classification of non-perfarming
loans and advances and computing provision there-against. Such regulations also require the Bank to maintain general
provision against consumer and SME advances at specified percentage of such portfolio. General provision for loan losses
of overseas branches |8 made as per the raquirements of the respective central banks. Advances are wiitten off where
thera are no reafistic prospects of recovery. The amounts-so written off is a book entry and does not necessarnly prejudice
the Bank's right of recovery against the customers. The Bank determines write-offs in accordance with the criteria as
prescribed by SBP vide BPRD circular no. 06 dated June 05, 2007.

Istamic financing and related assets

Under Murabaha financing, funds disbursed for the purchase of goods are recorded as advance against Murabaha finance
and the financing Is recorded at the deferred sale price. Goods purchased but remaining unsold at the statement of
financial position date are recorded as inventories,

Assets given on ljarah are stated at cost less accumulated depreciation and aceumulated impairment lossas, if any. ljarah
assets are depreciated on a reducing balance basls over the term of the ljarah after taking inlo account the estimated
residual value. Impairment of ljarah assets is recognised in line with the Prudential Regulations or upon the cccurrence of
an impairment event which indicates that the carrying valua of the |jarah-assat may exceead its recoverable amount.

In Running Musharakah, the Bank and the customer enter into a Musharakah agreement whers the Bank agrees to finance
the operating activities of the customer's business and share in the profit or loss in proportion to an agreed ratio at an
agreed frequancy.

Under Diminishing Musharakah financing, the Bank creates |oint ownership with the customer over the tangible assets to
fulfill capital expenditure / project requirements. The Bank receives periodic payments from the customer against the
graduat transter of its share of ownership fo the customer.

In Istisna transactions, the Bank finances the cost of goods manufactured by the customer. Once the goods are
manufactured, thesa are sold by the customer as an agent of the Bank to recover the cost plus the agresd profit,

Under Tijarah, the Bank purchases the finished goods from fhe customer against payment, takes possession and appaint
customer as an agent to sell these goods to ultimate buyer on deferred payment basis. Profit is recognized on accrual
basis over the period of fransaction,

Wakalah is an agency contract in which Bank provides funds to the customer who Invests it in a Sharigh compliant
manner.

in Musawamah financing, the Bank purchases the goods and after taking the possession, salls them fo the customer
either in spot or cradit transaction, without disclosing the cost.
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Fixed assets and depreciation

Property and equipment

5.7.1.1 Owned assats

§5.7.2

5.7.3

Propearty -and eguipment, excep! land and buildings. are stated at cost less-accumulated depreciation and accumulated
impairment losses, if any. Land is stated at revaluad amount. Buildings are stated at revalued amount less-accumulated
depreciation and impairment, if any. The cost and the accumulated deprecation of property and eguipmant of foreign
branches include exchange differerices arising on currency translation at the year-end rates. Depreciation is charged to
profit and loss account applying the straight line method except buildings, which are depreciated on diminishing balance
method at the rates stated in note 12.2. Depreciation on addition is charged from the month in which the assets are
avallable for use and no depreciation is charged In the month the assets are disposed off.

Subsequent cosls are Included in the asset’s carrying amount or recognised as a separate asset; as appropriate, only
when it is probable that future economic benefits assoclated with the item will flow to the Bank and the cast of the item
can be measured reliably. The camying amount of the replaced part Is derecognised. All other repalrs and maintenance are
charged to the profit and loss account during the periad in which they are incurred,

Assetz are derecognised when disposed off or when no future economic benefits are expected from its use or disposal.
Giains and losses on disposal of property and equipment are included in profit and |oss account.

The asssts’ residual values and useful lives are reviewed annually, and adjusted if appropriate, at statemeant of firancial
position date.

Land and buildings' valuations are carried out by professionally qualified valuers with sufficient regularity to ensure that
thelr carrying amounts do not differ materially from their falr value.

- Any revaluation increase arising on the revaluation of such assets is recognised in the statement of comprahensive
income and accumulated in equity, except to the extent that it reverses a revaluation decrease for the same asset
previously recognised In profit and loss account, in which case the increase is credited to profit and loss account to
the extent of the decrease previously expensed, A decrease in the carrying amount arising on the revaluation of
such assets is recognised in profit and loss account to the extent that it exceeds the balance, if any, held in
"Surplus on Ravaluation of Fixed Assets™ relating to a previous revaluation of that assel.

- Depreciation on assets which are revalued is determinad with relerence to the value assigned to such assets on
revaluation and depraciation charge for the year is taken to the profit and loss account,

- An amount equal to Incremental depreciation for the year net of associated deferred tax is transferred fram
“Surplus on Revaluation of Fixed Assets” to unappropriated profit through statement of changes In equity to record
realization of surplus to the extent of the incremental depreciation charge for the year.

- Cin the subsaguent sale or retirement of a revalued assael, the atfributable revaluation surplus remaining in the
ravaluation reserve Is transferrad directly to unappropriated profit.

Capital work-in-progress

Capital work-in-progress s stated at cost less accumulated Impairment lossas, if any. These are transferred to spedific
assets ag and when assats are gvailable for use.

Impaiment

The carrying values of fixed assets are reviewed for impairment when events or changes in circumstances indicate that the
carrying values may not be recoverable. If any such indication exists and where the carrying values exceed the estimated
recoverable amounts; fixed assets are written down to their recoverable amounis.
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The rasulting impairment loss is taken to profitand loss account excapt for impairment loss on revalued assets which is
adjusted against the related revaluation surplus to the extent that the impairmant loss doss nol excead the surplus on
revaluation of assets. Where impairment loss subsequently reverses; the carrying amount of the asset is increased to the
revised recoverable amount but limited to the extent of the amount which would have been determined had there been no
impairment. Reversal of impairment loss [s recognised as income In profit and loss aceount.

Lease liabllity and right-of-use assets

The lease llabilities are initially measured at the present valug of lease payments that includes:

- fixed payments (including in-substance fixed payments), less any lease incentives receivable;

- variable lease payment that are based on an Index or a rate as at the commencement date;

- amounts expected to be payable by the lessee under residual value guarantees, if any;

- the exercise prce of a purchase option if the [essee s reasonably certain 1o exercise that option; and

- payments of penalties for terminating the leass, if the lsase term reflects the lessas exercising that option.

The lease payments ara to be discounted using the incremental borrowing rate being the rate that the Bank would have to
pay to borrow the funds necessary to obtain an asset of similar value in a similar economic environment with similar terms
ard conditions.

On initial recognition, nght-of-use assets are measured at cost comprising the following:

- the amount of the inifial measurament of lease liability;

- any lease paymeants made at or before the commencement date fess any lease incentives received,
- any initial direct costs incurred; and

- an estimate of restoration costs,

The Bank leases various offices / branches for the purpose of its operational activities. Rental contracts are typically mads
for fixed pariods of 3 to 10 years. Lease terms are negoliated on an individual basis and contain a wide range of different
terms and conditions. The lease agresments do not impose any covenants, but leased assets may not be used 85 security
for borrowing purposes.

Intangible assets

intangible assels are stated at cost less accumulated amortisation and accumulated Impairment losses, if any. The cost
and the accumulated amartisation of intangible assets of forelgn branches include exchange differences arising on
currency translation at the year-end rates. Amortisation s charged to profit and loss account applying the straight-line
method at the rates stated in note 13. Amortisation on addition s charged from the meonth in which the assets are
available for use and no amortisation is charged in the manth the intangible assets are disposed off. The estimated useful
life and amortisation method are reviewed at the end of sach annual reparting period, with the effect of any changes in
estimate baing accounted far on a prospective hasis,

Non-banking assets acquired in satisfaction of claims

In accordance with the requirements of the 'Regulations for Debt Property Swap' (the regulations) issued by SBP vide its
BPRD Circular No. 1 of 2018, dated January 1, 2016, the nen-banking assats acquired in satisfaction of claims are camied
at revalued amounts less accumulated depreciation. These assets are revaluad by professionally qualified valuers with
sufficlent regulanty to ensure that thewr net carrying valus does not differ matenally from their fair value. A surplus ansing
on revaluation is credited to the 'surplus on revaluation of assets' account and any deficit arising on revaluation is taken to
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the profit and loss account dirsctly. Legal fees, transfer costs and direct costs of acquiring title to property is charged to
profit and loss account and not capitalized. Depreciation on non-banking assets acquired in satisfaction of claims is
charged to the profit and loss aceount on the sama basis as depreciation charged on the Bank's owned fixed assats.

511 Deposits and their cost
Deposits are recorded at the fair value of proceeds recaived.
Deposit costs are recognised as an expense in the period in which thess are incured using effective yisld method.

512 Taxation

5.12.1 Current
Provision of current taxation is based on taxable income for the year determined in accordance with the prevailing laws of
taxation on income eamed for local as wall as foreign operations, as applicable to the respective jurisdictions: The charge
for the current fax also includes adjustments whaerever considersd necessary relating to prior years. arsing from
assessments framed during the year.

5.12.2 Deferred
Deferred tax is provided on gl temporary differences at the reporting date between the tax bases of assets and liabilities
and thelr carrying amounts for finannial reporting purposes.
Deferred tax assets are recognised for all deductible ternporary differences and unused tax losses, 1o the extent that it is
probabie that taxable profits will be available against which the deductible temporary differences and unused tax losses
can be utilized, Deferred tax is not recognised on diferences relating to investmeant in subsidiaries and branches o the
extent the daductible temporary difference probably will nat reversa in the loresesable fulure.
The carrying amount of defermed tax assels are raviewed at sach reporting date and reduced to the extent that it is no
longer probable that sufficiant taxable profit or deductible temporary differances will be available to allow all or part of the
deferrad incoma tax asset to be utilized.
Deferred tax assets and liabilities are measured at the iax rates that are expected 1o apply to the period when the asset is
realised or the |lability s settled, based on tax rates (and tax laws) thal have been enacted or substantively enacted at the
reporting date.
Deferred tax relating to gain / loss recognised on surplus on revaluation of asseis is charged / credited to such account,

513 Employes benefits

513.1 Defined benefit plans

The Bank operates an approved funded pension scheme, an un-funded post retiremant medical benefits scheme and an
un-funded benevolent scheme for its eligible employees. The Bank also operates an un-iunded gratuity scheme for its
aligible contractual employess. An actuanal valuation of all defined benefit schemes is conducted every year The
valuation uses the Projected Unit Credit method. Remeasursments of the net defined benefit liability / assets which
comprise actuaral gains and lossas, return on plan assets (excluding interest) and the effect of asset celling (if any,
axcluding interest) are recognised immediately n oiher comprehensive income. Past-service cosis are recognised
immediately in profit and loss aceount when the plan amendment ocours:

5.13.2 Other employee benefits

Employees' compensated absences

The Bank also makes provision in the financial statements for its liability towards compensated absences. This lability is
astimated on the basis of actuarial advice under the Projected Unit Credit method.
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Revenue recognition

Income on loans and advances and debt security investments are recognised on a time proportion basis that takes into
account effective yleld on the asset. In case of advances and Investments classified under the Prudential Regulations,
interest / mark-up is recognised on recalpt basis.

interest / mark-up en rescheduled / restructured advances and investments s recognized in accordance with the
Prudential Regulations issued by SBR

Fes, brokerage and commission income other than commission on letter of credit and guaraniees is recognised upon
performance of services.

Commission on latters of credit and guaraniees is recognized on time proportion basis.
Dividend Income on equity investments and mutual funds Is recognised when right 1o receive is established.

Premum or discount on debt securities classified as held-for-trading. available-for-sale and held-to-matunty securities is
amartised using the effective interest mathod and taken to profit and loss account.

Gains and losses on disposal of Investments and fixed assets are dealt with through the profit and loss account in the year
in which thay arise.

Income from lease financing is accounted for using the financing meathod. Undér this method, the uneamed lease incoma
(defined as the sum of total lease rentals and estimated residual value fess the cost of the leased assats) is deferred and
taken to jncome over the term of the lease so as to produce a constant periodic rate of return on the outstanding net
investment In the leass. Gains or losses on termination of [ease contracts are recognised fhrough the profit and loss
dcoount when these are reaiised, Unrealised lease Income and other fees on classified leases are recognised on a recaipt
basis.

Met investmant in fimance leasa

Leases where the bank transfers substantially all the risk and rewards incidental to ownership of the assets to the lessee
are classifled as finance leases. Net Investment in finance lease |s recognised at an amount equal to the aggregate of
presant value of minimum lease payment including any guaranteed residual value and excluding unearned finance incame,
wrrite-offs and provision for doubtful lease finances, if any.

Foreign curmencies translation

The Bank's financial statements are presented jn Pak Rupess (Rs.) which is the Bank's functional and pressniation
CUITancy,

Forelgn currency transactions are converied Into Aupees applying the exchange rate at fhe date of the respective
transactions. Monetary assets and liabilities in forelgn cumencies and asssats / liabllities of forelgn branches are translated
info Rupees at the rates of exchange prevaillng at the statement of financial position date. Forward forelgn exchange
contracis are valued at the rales applicable to their respective maturities. All gains or losses on dealing In forelgn
currancies are taken to the profit and loss account.

Profit and loss account balances of forgign branches are translated at average exchanga rate pravailing during the year.
Gaing and losses on translation are included in the profit and loss account axcept gains / losses arising on translation of
net assats of foreign branches, which is credited to the statement of comprehensive income.

Statement of financial position balances of foreign branches are translated at exchange rate pravailing at balance sheet

date. Gains and losses on translation are included in the profit and loss account except gains / losses arsing on
transhation of net assets of foreign branches, which is credited to the statement of comprehensive income.
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5.20

5.21

5.22

5.23

Commitments for outstanding forward foreign exchange contracts are disclosed in these unconsolidated financial
statements at committed amounts. Contingent [iabilittes / commitments for letters of credit and letters of guarantee
denominated in foreign currencies are expresssd in Hupes terms at the rates of exchange prevailing at the statement of
financial position date.

Provision for off balance sheet obligations

Provision for guarantess, claims and other off balance sheet obligations is made when the Bank has legal or constructive
obligation as a result of past events, it is probable that an outllow of resources will be required to settle the obligation and
a raliable estimate of amount can be made. Charge 1o profit and loss account s stated net of expected recoveries.

Off setting

Financial assets and financial liabilities are only set off and the net amount is reported In the unconsolidated financial
statements when there is a legally enforceabla right to set off and the Bank Intends sither to settle on a net basis, or 1o
realise the assets and to sattle the llabilities simultansously,

Fiduciary assets
Assets held in a fiduciary capacity are not trealed as assels of the Bank in the statement of finangial position:
Dividend and other appropriations

Dividend and other appropriation to réserves, except appropriations which are required by the law, are recognised in the
Bank's unconsolidated financial statements in the year in which these are approved.

Earnings per share

The Bank presents basic and diluted earnings per share (EPS) for its shareholders. Basic EPS is calculated by dividing the
profit or loss attributable 1o ordinary shareholders of the Bank by the weighted average number of ordinary shares
outstanding during the year. Diluted EPS is determined by adjusting the profit or lgss attributable to ordinary shareholders
and the waighted average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, if
any. Therg were no dilutive potential ordinary shares in issue at Decembier 31, 2021,

Bai Muaijjal

Bal Muajjal transactions represent sales of Sukuks on a deferred payment basis and are shown in lendings to financial
institutions -except for transactions undertaken directly with the Gowernment of Pakistan which are disclosed as
investmeanis.

The differsnce between the deferred payment amount recelvable and the carrying valua at the time of sale is accrued and
recorded as Income over the life of the transaction.

Segment reporting

A segment s a distinguishable component of the Bank that is subject to risks and rewards that are different from those of
other segments. A business segment is one that is engaged aither in providing certain products or services, where as a
geographical segment is one engaged n providing certain products or services within a particular economic environmant.
Segment information is presented as per the Bank's functional and management reporting structure.

During the year the Bank changes its organizational structure in a manner that causes the compesition of Its reportable
sagments to change, and accordingly the prior year disclosure Is restated to reflect the current reportable segments In
note 43,
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Business segments
The Bank's primary segment reporting is based on following business sagments:
I Retall Banking Group includes retail lending and deposits, banking services, cards and branchiess banking.

I Inclusive Development Group consists of loans to individuals, agricufture, SME, commaodity and commercial
customers.

. Corporate and Investment Banking segment offers a wide range of financial services to medium and large sized
public and private sector enfities. These services include, providing and arranging tenured financing, corporate
advisory, underwriting, cash management, trade products, corporate finance products and customer services,

"8 Treasury Includes fixed incorme, aquity, forgign exchange, credit, funding, own position securities, lendings and
borrowings and derivatives for hedging and market making.

v International Financial Institution and Remittance segment includes the results of all international branches,
correspondent banking business and global remittances. This represents Bank’s operations in 14 countries
including Pakistan and 19 branches including one branch in export processing zone in Pakistan,

Wi. Aitemaad and Islamic Banking provides shariah compliant services 1o customers including loans, deposits and
ather transactions.

VIl Head Office / Others includes the head affice related activities and other functions which cannot be classified In
any of the above sagments.

Geographical segments

The Bank is operating following geographic lines for monitoring and reporting purpose:
1, Pakistan

il Asia Pacific (including South Asla)

.  Eurcpe

(V1 United States of America

W Middle East

Accounting estimates and judgments

The preparation of the uncensolidated financial statements in conformity with the approved accounting and reporting
standards as applicable in Pakistan requires the use of cerlain eritical accounting estimates. It alse requires managamasnt
to exercise its judgment in the process of ‘applying the Bank's accounting polices. The estimates, judgments and
assochated assumptions used in the preparation of the unconsolidated financial statements are based on historical
experience and other factors, including expectations of future events that are belleved to be reasonable under the
clreumstances. The key areas of estimates and judgmeants In refation to these unconsolidated financkal statements are as
follows:

al Provision against non-performing leans and advances

The Bank reviews its loan portfolio te assess amount of non-performing loans and determing provision reguired
there against on a guarterly basis. While assessing this requirement, various factors including the past dues,
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Notes to and forming part of the Unconsolidated Financial Statements
For the year ended December 31, 2021

b)

c)

a)

definguency in the account, financial pasition and future business / financial plan of the borrower, value of collateral
held and requirements of Prudential Reguiations ara considered. The Bank also congiders the effect of Forced Sale
Value (FSV) of collaterals in determining the-amount of provision, however, no benefit of FSV of collateral has been
taken during the year in determining provisioning amaount.

General provision for |ean losses of overseas branches is made as per the requirements of the respective central
banks.

The amount of general provision against domaestic consumer and SME advances s determined in accordance with
the relevant Prudential Regulations and SBP directivas.

In addition, the Bank has also made general provision in respact of its corporate portfolio on prudent basis. This
general provision is in addition to the requirements of Prudential Regulations.

Fair value of derivatives

The fair values of derivativas which are not guoted in active markets are determined by using valuation technigues.
The valuation techniques take into account the relevant interest and exchange rates over the term of the contract.

Impairment of available-for-sale investments

The Bank considers that available-for-sale equity investments and mutual funds are impalred when there has been
a significant or prolonged decline in the fair value below its cost except for investments where relaxation has been
allowed by SBF. This determination of what s skgnificant or prolonged requires judgment. In addition, impairmant
may be appropriate when there is evidence of deterigration in the financial health of the investes, Industry and
sector performance,

Further the Bank has developed internal criteria according to which a decline of 30% in the market value of any
scrip befow its cost shall constitute as a significant decline and where market value remains below the cost fora
period of ane year shall constitule as a prolonged decline.

Held-to-maturity investments

The Bank follows the guidance provided in the SBP circulars on classifying non-derivative financial assets with
fixed or determinable payments and fixed maturity as held-to-maturity. In making this judgment, the Bank evaluates
fts intention and ability to hold such investments till maturity.

Income taxes

In making the estimates for current and deferred taxes, the management looks al tha incoma tax law and tha
decisions of appellate authorities on certain Isstes in the past. Thers ara certain matters whame the Bank's view
differs with the view taken by the income tax department and stch amounts are shown as contingent liabilities.

Fixed assets and intangible assets, revaluation, depreciation and amortisation

in making estimates of the depreciation / amortisation method, the management uses the method which reflects
the pattern in which economic benefits are expected to be consumed by the Bank. The method applied is reviewed
at each financial year end and If there is a change in the expected pattern of consumption of the future economic
benefits embodied in the assets, the method |s changed to reflect the change in pattern.

The Bank also revalues its properties on a periodic basis. Such revaluations are carried out by independent valuer
and involves estimates / assumptions and various market factors and conditions.
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For the year ended December 31, 2021

al Employees’ benefit plans

The llabilites for employvees’ benefits plans am determined using actuarial valuations. The actuarial valuations
invalve. assumptions about discount rates, expectsd rates of return on assets, future salary increases, future
inflation rates and future penslon increases as disclosed in note 39, Due to the long term nature of these plans,
such estimates are subject to significant uncertainty.

h) Provision against contingencies

Provision against contingencies is determined based on the management judgement regarding the probability of
future outflows of resources embodying economic benefits to settle an obligation arising from past events,

CLOSURE OF FOREIGN SUBSIDIARIES AND OPERATIONS

The Board of Directors (BoD) of the Bank, in their mesting hald on January 20 and 21, 2020, hava decided for closure of
thalr two overseas Subsidiaries in Almaty (Kazakhstan) and Dushanbe (Ta|ikistan) along with thres overseas branches in
Baku (Azerbaljan), Bishkek (Kyrgyzstan) and Ashgabat (Turkmenistan) so their camying amount will be recovered principally
through continuing use. With regards to regulatory approval, the Bank applied to ministry of finance and State Bank of
Pakistan for their endorsements and-accordingly received their approval, with respect to the BoD decision, on April 07,
2020 and Apni 24, 2020 respectivaly.

Further, it has been decided by BoD to restrict their country operations in Afghanistan (Jalalabad] and Bangladesh (Sylhet,
Chittagong and Gulshan) te one branch in each country located in Kabul and Dhaka respectively.

As of December 31, 2021, Bank has closed down its operations In Tashkent (Uzbekistan), Jalalabad (Afghanistan) and
Sylhet {Bangladesh). The licenses of Ashgabat (Turkmenistan), Dushanbe {Tajikistan) and Almaty (Kazakhstan) have been
cancelled and these locations are under clesure process. Furiher, as of January 17, 2022, the BoD has approved the
closure of its operation of Parls branch,

As at December 31, 2021

CJsC CJSC
Subsidiary  Subsidiary . ) i
) : Baku Bishkek Ashgabat Pars
Particulars Bank of NBF in  Bank of NBF in ' . Total
Kazakhstan  Tajkistan (Azerbaifan) (Kyrgyzstan) (Turkmenistan)  (France)
{Amety) {Dushanbe}
wsennnsesss (Subsidianas) - weeees (BrEnches) -
{Rupees in '000)

Cost of investment - net of
impairmeant 1,003,778 453,632 - - - = 1457410
Tatal Assels - - 881,309 1,714,063 362,382 3,328,382 6,377,146
Totai Liabilities - - 60.027 4.1 } 2,776,326 2.840 454
Prafit / (loss) for the year : - (34.468) 12,527 (21,624)  (408,935) (452.498)
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Notes to and forming part of the Unconsolidated Financial Statements
For the year ended December 31, 2021

2021 2020

Note ————{Rupees in '000)—--—
7.  CASH AND BALANCES WITH TREASURY BANKS ?

In hand:
Local currency 55,956,579 48,290,809
Foreign currancy 6,885,815 6,425.017
62,842,304 54,715,826
With State Bank of Pakistan in:
Local curmancy current accounts 7 133,688,664 125,017,240
Forgign currency current accounts 7.2 11,738,428 10,209,399
Forgign currency deposit accounts 7.2 24,098,501 21,022,297
Foreign currency collection accounts 1,226,824 1,618,084
170,752,507 157,867,020
With other central banks In:
Foreign currency current accounts 7.3 40,285,103 29,581,326
Fareign currancy deposit accounts T3 2,820,706 4,789,170
43,185,809 34,370,496
Prize bonds 1,966,349 2,306,248
278,747,069 249,259 590

7.1 This includes statutory liquidity réserves maintained with the SBP under Section 22 of the Banking Companias Ordinance,
18962,

7.2  Thess represent mandatory reserves maintained In respect of foreign currency deposits under FE-25 scheme, as
prascribed by the SBP.

7.3 These balances pertain 1o the forgign branches and are held with central banks of respective countries. These include
halances to meat the statutory and regulatory requirements in respect of liquidity and capital requirements of respective
countries. The deposit accounts carry interest at the rate of 0% to 6.3% per annum (2020: 0% to 3.50% per annum),

2021 2020

B. BALANCES WITH OTHER BANKS Mote -—————{Rupees in '000}————
In Pakistan;

In cuirrent account - -
In deposit accounts a1 1 2.531 11,848
12,631 11.848

Qutside Pakistan:

In current accounts 12,008,146 8,336,597
In deposit accounts 82 5,846,380 5,878,810
17,654,536 14,215,407
17,667,067 14,227,355
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For the year ended December 31, 2021

8.1

8.2

g1

9.2

8.3

9.4

9.5

86

a7

These include various deposits with banks and carry interast at rates ranging from 2.5% 1o 8% per annum (2020: 2% to
B% per anrium).

These include various deposits with comespondent banks cutside Pakistan and camy Interest at rates ranging from 0% to
1.5% per annum (2020: 0% to 2.5% per annum).

2021 2020

Note ———{Rupees in '000)———

LENDINGS TO FINANCIAL INSTITUTIONS

Call / clean meney lendings 2.1 21,008,723 2,040,800
Repurchase agreement lendings (reverse repo) 82&88 282,051,308 124,763,875
Musharaka Lending 83 30,000,000 -
Placements with State Bank of Pakistan 8.4 2,405,644 -
Letters of placement 9.5 174,150 176,150
8.6 335,640,825 126,980,825
Less: provision held against lendinas to financial institutions 87488 (174,150) (178,150}
Lendings (o financial ingtitutions - nat of provision 335,466,675 126,804,675

This includes zero rate lending to a financial institution amounting to Rs. 9.7 million (2020: Rs. 40.8 million) which is
guaranteed by the SBP

These carry mark-up at rates ranging from 8.75% 1o 10.7% per annum (2020: 6% to 7.29% per annum) with maturities
ranging from January 4, 2022 to January 14, 2022,

This represents Musharaka agreements entered inta with Meezan Bank Limited and carrying profit at the rate of 10.65%
{2020: nil) per annum,

These represent placements made with the SBF as a result of shortfall in respect of time-based mandatory targets of
disbursemants undar Government's scheme "Mara Pakistan Mera Ghar". These placements are for a period of six months
to one year and carry no mark-up.

These are overdus placemeants and full provision has been made against thesa placements as at December 31, 2021.

2021 2020
e |Rupees in '000)———

Particulars of lending
In lgcal eurrency 335,840,825 126,980,825
In foreign currencies = =

335,640,825 126,980,825

=

Movement in provision held against lendings is as follows:
Opening balance 176,150 176,150
Raversal for the year {2,000) z
Closing balance 174,150 176,150
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Notes to and forming part of the Unconsolidated Financial Statements
For the year ended December 31, 2021

9.8  Securities held as collateral against lendings to financial institutions

a021 2024
Held by Further given Hald by Furthar glven
Bank ascolateral | 100 Bank | ascolatera Total
(Aupees in '000)
Market Treasury Bills 183,594,180 - 163,594,180 91,230,121 - 81,230,121
Pakistar Investment Bonds 118,457,128 - 118457128 33,533,754 - 33,533,754
Total 282,051,308 - 282,051,308 124,763,875 - 124,763,875

9.8.1 Markst value of the securities under repurchase agreement lendings amounts 1o Rs. 279,633 million (2020 Rs. 125,094

rmiltion).
5.9 Calegory of classification
2021 2020
Classified Provision Classified Provision
lending held lending held

Domestic (Rupees in "000)

Loss 174,150 174,150 176,150 176,150
Tatal 174,150 174,150 176,150 176,150
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Notes to and forming part of the Unconsolidated Financial Statements

For the year ended December 31, 2021

10.4 Quality of available for sale securities

Details reganding quality of available for sale securities are as follows:

Federal governmeant securties - governmeant guarantead

Market treasury bills
Pakistan investmant bonds
Ijarah sukuks

Cost

Shares
Listed compames sector - wise

Automobile Assamider
Automobile Parts and Acoessorias
Cable and Electrical Goods
Cement

Chamical

Commercial Banks
Enginaaring

Fertilizar

Food and Personal Carae
Glass and Ceramics
Insurance

Investment Banks / Investmeant companies / Securities companies

Leasing Companies

Leather and Tanneries

Modarabas

Oll and Gas Exploration Companies
Oil and Gas Marketing Companles
Paper and Board

Pharmaceuticais

Power Genaration and Distribution
Real Estate lnvestment Trust
Refinary

Sugar and Allied Industries
Synthetic and Rayon

Technology and Cormmunication
Textile Compasite

Textile Spinning

Textile Weaving

Transport

Miscellaneous

Cost

Annual Report 2021

2021

2020

—————{Rupees in '000}—————

721,635,763 520,397,138
571,528,321 470,136,168
14,000,979 5,000,000
1,307,165,063  1,005,533,306
614,233 536,303
1,113,987 843,923
269,660 211,168
2,919,974 1,882,711
788,003 753,884
3,848,181 3,896,815
1,096,335 855,646
1,828,148 2457103
1,218,036 1,393,503
72,522 203,855
1,842,720 1,713,756
508,688 50B.B88
13,738 21,880
297,568 188,470

- 120
2,702,776 2,408,733
6,117,686 5,954,784
675,319 402,039
995,798 512,974
3,000,787 2,988,617
308,972 586,526
447,422 a00,208
260,476 288 528
32,622 94,080
754,027 8B0.033
1,562,549 1,880,534
655,364 638,440
25,854 25,854
32,068 32,385
454,607 BE,486
34146108 33237574




Whers The Nation Banks

Notes to and forming part of the Unconsolidated Financial Statements
For the year ended December 31, 2021

2021 2020
Unlisted companies Cast Breakup value Cost Braakup valus
(Rupees in '000)

Digri Sugar Mills Limited 4,083 135,585 4.063 135,585
JOM Textite Mills Limited - - 4,764 324,651

Gelcaps Pakistan Limited 4,665 8,842 4,665 8,842
Pakistan Agriculture Storage Service Corparation 5,500 1,623 5,500 1,623
Al Agmizan Textile 328 NiA= 327 MNfA
Professional Management Modaraba (Formérly Al

Zamin Modarba Management (Private) Limited) 1.000 2134 1.000 2134

AMZ Venture Limited Class A 123 MLA 12 MA
Arabilan Sea Country Club 6,500 (6,810) 6,500 {6,640
Atlas Power Limited 375,000 1,544,905 375,000 1,328,000
Attock Textile Mills Limited 200 N/A 200 MfA
Pakistan Mortigage Refinance Company Limited 600,000 1,008,700 00,000 770,195
FT.C. Management Gompany Private Limited 250 40,094 250 46,998
Fauji Akbar Portia Marines Terminal Limited 321,076 870,681 3z1.076 570,680
Fauji Oil Terminals and Distribution Limited 10,886 119,741 10,888 99,059
First Women Bank Limited 21,100 79,733 21,100 71,846
Fortune Securities Limited 5,000 11,411 5,000 7.574
Frontier Textila Mills: Limited 500 272 500 272
Gulistan Power Generation Limited 2,200 8,096 2,200 8,096
Hazara Woolan Mills Limited 200 N/A 200 N/
Industrial Development Bank of Pakistan 107 N/A 107 N/A
Inter Asia Leasing Compary Limitad 500 N/A 500 MN/A
ISE Towers REIT Management Company Limited 30,346 Eﬁ.ﬂ'ué 30,346 46,890
Junaid Cotton Mills Limited az7 N/A az7 MNfA
Kaisar Aris and Krafis Limited 8,395 N/A 8,395 MNAA
Kaytex Mills Limited 3,778 N/A 3,778 N/
Mian Mohammad Sugar Mills Limited 15 N/A 15 MN/A
Mustim Ghes Mills Limited 1,810 - 1,810 MAA
Myfip Video Industries Limited 5,373 - 5373 MNAA
Mational Asset Leasing Corporation Limited 14 MN/A 14 M/A
Mational Construction Limited 250 597 250 597
N?;ﬁ:::;ﬁ:::}l:;n of Facllitation Technology 1,526 35,899 1.526 74484
MNational Investment Trust Limited 100 1,003,283 100 830,782
National Woolen Mills Limited 183 N/A 183 MN/A
Matover Lease and Refinance 2,602 N/A 2,602 MAA
Mowshehra Enginsering Works Limited 41 N/A 41 A
Palustan Export Finance Guarantee Agency Limited 11,529 1,152 11,528 1,152
Pakistan Paper Corporation Limited ara N/A 373 MNiA
Pakistan Telephone Cables 143 NIA 143 MN/A
Pakistan Textlle City 100,000 12,410 100,000 12410
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Notes to and forming part of the Unconsolidated Financial Statements

For the year ended December 31, 2021

Unlisted companies

Pakistan Toursm Development Corporation
People Stesl Mills Limited

Qadn Textlle Mills Limited

Rehman Cotton Mills Limited

Refrigerator Manufacturing Company Limited
Rousch Powsr Pakistan Limited

Ruby Rice and General Mills Limited
Sahrish Textile Mills

Sheaib Capital

SME Bank Limited

South Asia Regional Fund

Star Salica Industries Limited

Syed Match Industries

Lnion Insurance Company of Pakistan
Unity Modaraba

Zafar Textiles Mills Limitad

Zulsham Engineering Works Limited
Inforrration System Associates Limited

1 Link (Guarantes) Limited

Pakistan Corporate Restructuring Company Limited
Pakvitae (Private) Limited

* Mot available

MNon Government Dabt Securities
Listed

- AAA

- Ab4 AA, AA-

- A+, A, A-

- BBB+, BBE, BBB-
- Unrated

Cost

Unlisted

- AAA

- AA+, AA, AA-

- A, A, A-

- BB+, BEB, BBB-
- Unrated

Cost

2021 2020
Cost Breakup value Cost Breakup valua
{Rupeas in '000)
100 83 100 a2
3,276 MNSA 3,276 M/A
500 MA 500 MA
16,958 107,895 16,858 107,885
4,589 N/ 4,589 N/A
132,888 1,503,561 132 488 1,322 458
750 MfA 750 N/A
21 MNfA 21 /A
272 544 272 Ha4
26,950 {318) 26,950 (318)
287 MAA 287 MNSA
267! M/A, 267 MSA,
2 N/A 2 N/A
4 MN/A 4 MN/A
28 MNfA 28 hifA
257 MAA 257 N/A
330 N/A 330 N/A
1,719 MFA 1,718 M/A
50,000 267,885 50,000 139,362
96,000 N/A 86.000 IS
21,000 - - -
1,882,198 1,865,982
2021 2020
~————{Rupees in '000)—————-
- 1,547,210
9,265,030 11,048,389
B33,334 966,667
7,073,222 7.oraoz
17,171,586 20,635,288
22,132,940 19,792,681
4010113 5,212,657
2,745,811 2,850,000
299,760 299,820
9,102,917 11,409,407
38,281,541 39,564 465

Annual Beport 2021




Whers The Nation Banks

Notes to and forming part of the Unconsolidated Financial Statements
For the year ended December 31, 2021

Foreign Securities
2021 2020

Government Securities Cost ‘Rating Cost —_ Rating
{Rupees in '000) (Rupeas in "000)

USA 880,932 Ad+ 2,795,017 AA+

Non Govarnment Debt Securities - Cost 2021 2020
ke ——————{Rupees in '000) —————

- - 78,438
10.5 Particulars relating to Held to Maturity securities are as follows:

Federal Government Securities - Government guaranteed

Pakistan Investment Bonds 324,556,862 168,422,981
Bal muajjal with Governmant of Pakistan 10,914,185 11,641,133

335,471,047 160,064,114

H‘-un Government Debt Securities

Listed
- Unrated 19,181 27,948
18,181 27,948
Unlisted
- Unrated 387,983 387.025
387,983 387,025
Forelgn Securities
2021 2020
Cost Rating Cost Hating
(Rupees in "000) (Rupess in '000)
Government Securities
Azerbaljan 204,494 BB+ 646,649 BB+
Bangiadesh 29,672,064 Ba3 27,277,984 Ba3
Kyrgyzstan 841,944 B2 1,118,290 B2
Kingdom of Saudi Arabla 2,631,007 A 2,551,243 A
Korea 742,001 AA 734,572 Ay
34,081,600 32,328,738
2021 2020

~———{Rupeas in D00} ———

Non Government Debt Securities
Listed

- lUnrated - Cost G680 618

10.5.1 The market value of securities classified as held-to-maturity as at December 31, 2021 amounted to Bs. 366,869 million
(2020: As. 218,678 million).
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Notes to and forming part of the Unconsolidated Financial Statements
For the year ended December 31, 2021

10.8

10.7

10.8

10.9

10.10

10,11

10.11.1

Investmenl in shares of a bank incorporated outside Pakistan - Bank Al-Jazeera

The Bark holds 30,333,333 (2020: 30,333,333) shares in Bank Al-Jazeera (BAJ) incorporated in the Kingdom: of Saudi
Arabia. represanting 3.7%6 (2020: 3.7%) holding in total equity of BAJ. The investment has beesn marked to market using
clasing price as quoted on the Saudi Stock Exchange in accordance with SBP concurrence vide letler Mo, BSD/SU-
13/331/685/2006 dated February 17, 2006 BAJ's Viability Rating is F2 with short term and long term (DR at BEB+ by Fitch
Rating Agency.

The 94,273,510 (2020: 94,273,510) shares of Agritech Limited weare acquired from Azgard Nine Limited as part of muttipla
agreements Including the Master Restructuring Agreement (MRA). These shares were acquired at an agread price of Rs.
35 per share. The market value of these shares at December 31, 2021 amountad to Rs. 3,73 per share resulting in an
impairment of Rs, 3,264 milllon (2020: Rs, 3.124 million) which has been fully recorded in these unconsolidated finangial
statemants,

There is a put option avallable to Azgard Nine Limited, under which Azgard Nine Limited has the right to sell 58.29 million
preference shares of Agritech Limited to the Bank at a price of Rs. 5.25 per share subject o the ocourrence of certain
events under the agreament.

Angregate markel value of investment in associates (guoted) on the basis of quoted prices amounts to Rs. 1,880 million
(2020: Bs. 1.456 milhon).

Associates with zero camying amount, represent the invastments acquired from former National Development Finance
Corporation (NDFC) which have negative equity or whose operations were closed at the time of amalgamation,

The detalls of break-up value based on latesi available financial stafements of unlisted invesimants in associates are as
follows:

Year / Period Break-up
ended value
(Rupaes in '000)
National Assets Insurance Limited Decamber 31, 2020 B1,114
Pakistan Emerging Venture Limited June 30, 2018 283
Mehran Industries Limited June 30, 2001 5,681
Tharparkar Sugar Mills Limited September 30, 2001 (B3,140)
Prudential Fund Management June 30, 2007 (2,482)
Dadabhoy Energy Supply Company Limited dune 30, 2007 102,852
Pakistan Mercantile Exchange Limited June 30, 2021 16,876
2021 2020

MNote ————{Rupees in '000)—
Investments in jeint ventura

United Mational Bank Limited (LINBL) 10/ 10.24
(Incorporated in United Kingdom) 10174 2,362,433 2,362,433

Under a joint venture agreemant, the Bank holds 20.25 million ordinary shares™ (45%) and United Bank Limited {LIBL)
holds 23.25 million ordinary shares (55%) in UNBL. In addition to ordinary shares, four prefarence shares categories as
“AY, B, "C" and "D" have besn issued and allotted. The "B" and "D" category shares are held by the Bank and
categary A" and "C* are held by UBL. Dividends payable on “A® and "B" shares are related to the ability of the venture
{o utilize tax losses thal have been surrendered to It on transfer of business from the Bank or UBL as appropriate.
Dividends payable on "C" and "D" shares are miated to loans transfermed to the venture by the Bank or UBL that have
been written-off or provided for at the paint of transfer and the ability of the venture 1o realize in excess of such loan
valle,
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Notes to and forming part of the Unconsolidated Financial Statements
For the year ended December 31, 2021

10.12

1013

10.14

10.15

11.

1a

The investmernts in shares include shares of Pakistan State Ofl Company Limited, Sul Northern Gas Pipeline Limited and
Pakistan Engineering Company with cost of Rs: 4,603 million (2020: Rs. 4,603 million) that have been frozen by the
Government of Pakistan for sale in the equity market due to their proposad privatization.

The investments also include shares acquired under tri-partite consent agreement dated June 29, 2011. Thesa strategic
investments comprise of the shares of Pakistan State Qil (38,055,247 shares), shares of Sul Northermn Gas Pipeline Limited
(18,805,318 shares) and Pakistan Engineering Company {135,242}, The cost of these shares amounts to Rs. 4,603 milllon
and market value as at December 31, 2021 amounts to Rs. 7,606 milion. These shares can not be seld without
concurrence of privalization commission.

The investments also include 10,555,000 shares of Pakistan Beinsurance. The cost of these shares amounts to Hs. 220
miliien and market value as-at December 31, 2021 amounts to Rs. 236 milion. These shares can not be sold without
concurrence of privatization commission.

The investment also include 20,000,000 shares of First Cradit and Investment Bank, The cost of these shares amounts to
Rs. 157 million. These shares can not ba disinvested without prior consultation with Ministry of Finance.

ADVANCES
Perlorming Mon Parlorming Totad
2 2620 200 2020 202 2030
Nata {Rupses in ‘000)
Loans, cash cradits, running firances, etc. 1,045675022 931876385 1B3 077,586 160045212 1228752608 1,092.021597
Istamic finanzing and related assels 42 316,269 37,546 853 712,782 B02.913 43,029,031 38 149,778
Met investmant in finance lease 1. 47,548 58,238 - - AT 548 58,233
Bills discounted and purchased 19,199,730 18.998.127 14,147 B81 10.646.008 9.7 611 29644135
Advances - gross 112 1107238569 988579814 197038228 171,294,133 1,305,176,798 1158873747
Provision against advances
- Specific - - 179311722 | 154,145,472 | 179311722 154, 145 472
- General 12,472,501 22473748 - & 12472581 22473748
1.4 12472581 22473748  1TANN,722 154045472 19178413 176,619,220
Advances - nat of provision 1.094,765978  S66,105866 168,626,807 17148667 1,113382485  SRASR4527
Net investment in finance lease 207 2020
Lstes than ang . Lt thar na
Mﬂﬁ:‘" wdupofe |Oecbipss | To Wmﬂgm wdigohe | Detepns|  Tow
yean ' ]
(Rupees in "000)

Laase rentals receivable 955 4 - 1,019 10911 556 - 11467
Resjdual value 46,536 185 - 48,721 46,535 815 - 47,350
Minimum lease payments 47,481 249 - 47,740 57,446 1371 - 58817
Less: Financial charges for future periods 191 1 - 192 5o 32 = 578
Present value of minimum

lease payments 47,300 248 - 47,548 56,900 1,339 - 58,239

The leases executed are for a term of 116 5 years. Security deposit is genarally obtained upto 10% of the cost of leased
assets al the time of disbursement. The Bank requires the lesses to insure the leased assets in favor of the Bank.
Additional surcharge is charged on delayed rentals. The average retumn implicit ranges from 10.19% to 14.85% (2020:
10.19% to 17.20%) pear annum.
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For the year ended December 31, 2021

2021 2020

——{Rupees in 000} ————
11.2  Particulars of advances (Gross)

In local currency 1,178,151,941  1,071,844,946
In forelgn currancies 127,024,857 88,028,801
1.305,176,798 1.158.873.747

11.3 Advances include Rs. 197,938 million (2020: As171.284 million) which have been piaced under non-performing status as

datailed below.
2021 2020
Man Mo
Category of Classification Performing Provision Parforming Provision
Loans Loans
Domestic (Fupess in '000)
Other Assets Expecially Mentioned 1,941,221 94,550 1,617,588 45,392
Substandard 5,245,094 1,230,458 5,418,683 1,336,002
Doubtful 16,998,929 8,453,057 15,767,573 7,881,223
Loss 127,459,837 124,795,990 106,144,785 103.816435
151,645,081 134,574,055 128,940,039 113,078,052
Overseas
Not past due hut impaired
Overdue by
Upto 90 days - - -
91 to 180 days - - -
181 to 365 days 286,748 143,373 - -
=365 days 46,006,402 44,594,204 42,345,094 41,066,420
46,293,148 44,737 667 42,345,094 41,066,420
Total 19?._535.229 179,311,722 171,294,133 154,145,472
11.4  Particulars of provision against advances
2021 2020
Specific General Total Specific General Total
Note {Rupees in '000)
Opening balance 154145472 22473748 176519,220 134,170.016 9005450 143175966
Exchange adjustments 4,277,260 50,984 4,328,244 1,468,169 15,535 1,483,704
Charge for the year 15,655,578 513,602 |[ 16,169,080 |[ 18,982,560 |[ 13,707,207 |[ 32,689,776
Reversals (4,097,388)||  (952,785)|| (6.050,173)|| (3.047.858)|| (321.785)|| (3,369,753
11,658,190 (439,183) 11,118,007 15,834,611 13,385,412 28,320,023
Amounts written off 11.5.1 (171,425) - {171,425) (B83,484) (89,494
Amounts charged off-
agriculture financing 11.4.1.3 {110,733) (110,733 (193,807) - {193.807)
Transfer from genaral
to specific provision 9,612,958  (9,612,958) - - ) .
Trangfer from other assets - - = 2 855977 66,851 2,822,828
Closing balance 179,311,722 12472501 191,784,313 154145472 22473748 176619220

Annual Report 2027




Whers The Nation Banks

Notes to and forming part of the Unconsolidated Financial Statements

For the year ended December 31, 2021

11.4.1  Particulars of provision against advances
2021 2020
Specific General Total Specifie General Total
(Rupees in '000)
In lozal currancy 134,574,055 12,220,748 146,794,803 113,078 052 22,274 089 135,353,141
In foreign currencies 44,737 667 251,843 44 589,510 41,066,420 169,659 41,266,079
179,311,722 1247259 191,784,313 154,145,472 22,473,748 176,619,220
11.4.1.1 General provision ingludes provision amaounting to Bs. 5,618 million (2020: Rs. 5,196 million) against consumer & SME

finance portfolio as required by the Prudential Regulations issued by the SBP. General provision also includes Rs. 252
million (2020; Bs. 200 million) pertaining to overseas advances to meet the requirements of regulatory authorities of the
respective countries in which the Bank operates.

The Bank has aiso maintained general provision of Rs. 6,603 million (2020: Rs. 17,078 million) in respect of its
underparforming portiolio on prudent basis,

11.4.1.2 The SBP has allowed specific relaxation to the Bank for non-classification of overdue loans of certain Public Sector

Entities (PSEs) which are guaranteed by Government of Pakistan as non-performing loans up till December 31, 2021, No
provision is required against these loans, however, mark-up is befng suspended &s required by the Prudential
Regulations.

11.4.1.3 These represent non-performing advances for agriculture finance which have been classified as less and fully provided

11.5

11.51

11.6.2

11.7

12

for more than 3 years. These non-performing advances have been charmged off by extinguishing them against the
provision held in accordance with Prudential Regulations for Agriculture Financing Issued by the SBE This charge off
does not, in any way, prejudice the Bank's right of recovery from these customars.

201 2020
Particulars of write-offs Note -——-——{Rupees in '000)---—-—
Against provisions 11.5.2 171.425 £9,494
Write-offs of Rs. 500,000 and above
- Domestic 44,536 40,260
- Overseas 81,364 =
1.6 125,200 40,260
Write-offs of below Rs. 500,000 45,525 49,234
171,425 89,404
————

Details of loan write-off of Rs. 500,000/~ and above

In terms of sub-section (3) of Section 33A of the Banking Companies Ordinance, 1962, the statement in respect of
written-off loans or any other financial relief of rupees five hundred thousand or above allowed to a personis) during the
year ended December 31, 2021 is given in Annexure-l to the unconsolidated firancial statements (except where such
disclosure is restricted by overseas regulatory authorities).

Information related to isfamic financing and refated assets is given In note 2 of Annexure || and s an integral part of these
unconsolidated finaricial statements,

202 2020
Note ——————- -{Rupess in "000)}—————
FIXED ASSETS
Capital work-in-prograss 121 1,550,340 2,154,184
Property and equipment 122 52,701,215 52,253,309
54,251,555 54,413,483
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Notes to and forming part of the Unconsolidated Financial Statements

For the year ended December 31, 2021
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Matlonal Bank af Pakisisn
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Notes to and forming part of the Unconsolidated Financial Statements
For the year ended December 31, 2021

12.3

Details of disposals of fixed assets to related parties
The particulars of disposal of fixed assets to related parties are given below:

Gaint
Particulrs of proparty and ﬂ;ﬂ m p:::a fosson | Wiade ol Partculsm of vt e
e dinpenal pota
-[Aupees in "000)-
Wishacing 1,658 186 186 As por Entiflomient  Ex-Employes D, Qadie Bakuh
ahiclaa 1,673 335 a5 - As par Entitlement  Empiloyes Muharmimad Zahesr Aboos
Vehitles 1,673 338 335 = AgperEntiiement  Employes Sy Khumam Hinssin
Vahecles 1,883 375 Ime - AsperEntllement Employes  Syed Muhammad AN Zamin
Vehicles 1673 335 335 - As per Entiflerment  Ex-Empioyee  Sywd Stmkes! Riza Abid|
Vihirles 1673 ass 415 - AsperEnitement  Employes Wasimalian
Vahieles 5,257 gBL 1051 B7  AdperEntilemant  Employes Al Wahid Sathil
Veksoies 1,868 . 188 186  AsperEnfitferment  Employes Sardar Armal Babar Chaban
Vahicles 1,673 307 a5 58 AsporEfiflement  Employes Umeed Ayaz Mahmood
Vehicies 1,858 186 188 B As per Eniitlement  Ex-Empioyes  Tarkg Latlf Ansan
Vahaclos 1,673 a3s 335 . As por Entitlsmant  Employes Hammad Sarwar
Vahacies 1673 a7 335 8 A pet Entilemant  Emiployoa Marnean Zaka
Viahatlis 1,673 aav a5 28 As par Entitierment  Employoes Iruaarm Wallichk
\inhiclesg 1673 307 k13 28 AsporEnliflemmnl  Ex-Employes  Sghill Ahned
\ahiclan 1,824 7ou 701 - AspatEntilemenl  Ex-Employse  Aiffar Suttara Mughal
Vehicles 1824 B31 B&1 - As pef Entitfement  Employes Satdar Ali
Vahicies 5106 . 511 511 As par Entitiemaent  Ex-Employes  Sultann Nabeed
Wishicles 2,580 1,864 1,864 - As per Ertitiemant  Ex-Employse Az Ur Rahrman
Viehinles 1,664 333 333 As por Entilemont  Employes Ashman Nazir
Vahitles 1.864 ficle] 233 Anpar Entiemant  Ex-Employsa  Hagesb Arstod
Vehaoles 1,684 333 333 = PuperEntiemant  Employes Mufmmmad Faud Mabain
Vehicles 1,664 305 393 28 AsperEniiffemsnt Employee  Kaleemufizh Shalkh
Vehiles 1564 aad w3 - AsperEntilement  Employes Mujstid Abbas Khan
Viohscliss 2BT5 2252 2283 As por Entitlement  Ex-Employoe  Muhammoad Atlns
Vinhacios 1,664 BAS 384 Aapor Entitiemant  Ex-Empicyae  Nadir Khan
Vahicles 2380 1,746 1,45 B par Entitlemant - Ex-Employes  Ahmad Sohail Warrich
Whicles 1,664 361 361 - AsperEntilemsml  Ex-Employes  Abdul Hamis Asim
Vehiclaa 2,380 1668 1686 - AsperEntiemenl  Ex-Employss  Tahir Shahbas Anjum
Vehicles hE6T 2,050 2,050 - A par Entitiement  Ex-Employes  Uaman Shahid
Voheciea 2875 2,156 21566 As por Entimement  Ex-Employee 5 M irtiza Kazmd
Wil 1,864 LT 40 s per Entitiomont  Ex-Employee  Muhammad Faroog
Vehicies 1,899 B5S 655 - AsperEntilemenl  Ex-Empioyee  Karl Imtisz Abmed
Vahicles 1,854 a3z 332 - hsporEntilemant  ExEmploysa  Khurram Seeed Mok
Wahecles 1,673 . 167 167 Asper Entitement  Employes Shahila Ghulam Hussain
Vahicies 1,668 - 166 166  As por Entitiement  Ex-Employos  Salgem Ahmad
Vehiclin 6L aas 3 - Asper Entitlement  Employes imtiaz Anmes
Viahsclns 1,604 333 a3 . As par Entithemnent  Employes Marzane Ahmed
Vahicles: 1,734 a7 a7 = AsperEntifement  Employes Diibur Hissain Khan
Vahiclos 1,664 333 3 As por Erfitiement  Ex-Employee  Syed Akhtar All Shah
\ehicles 1,664 333 333 - A=perEntitlerment  Employes Aarmar Manzooe
Wpheelen 1,654 ara T - AsperEnitemenl  Employes Tarir Abbas
Vishitles 5,257 108t 1051 - AdpetEntilemsnt | Employso Rehmat Al Hasnly
Vigheotes 1,664 333 bt Ag peor Ertilernent  Employes Sy Azhar Ali
Vinhicles 1,664 e 33 As por Entifiernant  Employes Sumaira Mazhar
Vahiries 1,764 353 as3 - AsperEnfilemenl  Employes Muhammad Yaunas
Vehicigs: 1664 233 333 = s por Enfitlement | Employes Javed Ashrol
Vahscles 1.8 342 anz - Mg por Entitemant  Employes Shakesl Hayo!l Mir
Vahiciea 1,673 251 ais B4 Anpor Entitloment  Emplayea Kashit Knan
Vihiclns 124 (7125 ) . As por Entifloment  Ex-Employes  Mukhlar Alvned
\ahitiag 1,873 3z G 63 As per Entitlement  Ex-Ermployss  Adnan Adil
105,223 28,029 28433 1.404
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Where The Nation Barks

Notes to and forming part of the Unconsolidated Financial Statements
For the year ended December 31, 2021

. . § Gain f
‘Particutars of propy and ﬂ;i.-:ul m Sala fiommyyory. | Whaim of " Barticulars af Buyors name
o dingronal Rl
PR COEneL LU [FUspDeg i 'DO0=sossmmsamsnnminan
Computer and pafipheakeguinmant @0 10 10 As pet Entitiemant  Employes Fammian Javald Dusrani
Computar and penphemt egupmsant | 10 10 As par Enfifiemian]  Employes Nabesl Aslam
Compuber and parphecal sgquipomen 8 1m0 10 Ag par Entiternant  Ex-Employes  Sajad Ahvined Aana
Compister and pseriphecl squipomsan 4 & & As per Enfitlermanl  Employes Mutsammiag Nosim
Computer and peripheral equigmen 114 1 11 AsperEnfilemanl  Ex-Empioyes  Abdul Qadir
Compdsr and poriphoral squigmert 114 Al " As per Entitlsmont Ex-Empicyes  Abdul Qadie
Computer and periphetal aguipiment 106 11 11 Asi por Entitlenant  Ex-Employde  Abdul Qadie
Computarand paripharal squipmant 08 " 1 Ao por Entittemant  Dx-Employes  Aiffar Sustans Mughal
Computer and penpheal squipman Ba 6 6  AsporEnfilament Employes Wagor Ahmed
Computar and poriphoeral aquipmest 106 1 11 AsporEntitiemant  Employes Fowiad Farmush
Computer and peripheral equipment a0 20 “0 As per Entitlermin Ex-Employes  Usman Shshiig
Compiner and periphemnl agulpmani 93 L ] As per Entitlemenl  Ex-Employse S H brfiza Karmi
Comprierand penphernt agulpment a3 1o 10 Aspar Entittemant  Employoa Hishiam Jan Kianl
Computarand panphot squigment aa 10 10 Aspor Entitiemant  Emplovoe Hashid Ata
Campuer and panphoeal aquipment 123 12 12 As-por Ertiterment  Employes Igjbad Al
Computer and penpheal-aquipmen i mn 10 AsparEntitlement  Employes Abdul Refman Shah
Compuiter and peripheral squinment B4 6 6§  AsporEnfillement  Employee Hadia Ahmar
Camputer and perphoml squinmant 110 1 11 AspetEnilemant  Employes Moin Uddin Khah
Compiter and poriphennl sguipmant 135 14 13 Aspor Entitlemant  Employes Qaisar Mg
Compidar and periphemt aguipmsnt 100 10 10 AsperEntiiement  Employes Aqits Malik
Computer and (snphent squigmesn 105 m n As par Enfiferrent  Employed Mudsarmmad Adi Usmani
2202 - 220 270
Electrical, otfice sylipmsit 50 - - - As per Entiflermant  Ex-Empioyee  Abdul Qadir
Elacirical, affice eqllme 148 : - AsperEntilemen!  Ex-Employss S H htiza Kazmd
Electrical, otfice squignent 115 - As par Entitlemant  Ex-Empigyoe S H iiza Karmi
Electrical, office equiprrent 114 - Ad et Entitlornsnt Ex-Employse  Dr. Cladis Baksh
Efsctrical, affice aguipmsnt m - = A por Entitemant  Ex-Empioyes D, Cadir Baksh
Etactncal, offioe eguipmant 115 As por Entilement  Ex-Empioyee O, Gadir Bukah
Elettrical, alice aquigmoti 167 As por Entitlienont  Ex-Employee  Usman Shatid
Elagtrical, otfineg equipmesnt 161 s - AsperEnthlement  Ex-Employes  Usman Shahid
Efectrical, office sguipmasnt a4 = - AsperEntiemenl  Ex-Employes  Adnan Adi
Eiactrical, otfice-aguilpimant 50 . . A pot Entitlerant  Ex-Employea  Syed Shakies] Raza Abidi
Efectrical, office equipment 35 8 B As por Entitiement  Ex-Employes  Muhommad Anvwas
Elactncal, oifice squipmant a0 29 24 = AsperEmitemont Ex-Employse  Tahr Shahbaz Anjum
Etectrical, office souipment 115 48 48 - As por Enfitiement  Ex-Employes  Muhammad Faroog
1.225 T a6 -

Flrnttune and tituen 10 51 51 As por Entitamant  Ex-Employes  Muhammag Hanil
Eurnitisrs and fixtuee 200 . - < AsporEnlitement  Ex-Employee Az Ur Rehman
Furnitizre and Mt 180 15 15 = AgperEntifiement  Ex-Empioyes  Ejaz Munear
Furniure and fistuse 200 16 16 As por Enfillerrent  Ex-Employes  Abdul Hamid Amim
Forniturm aned fixtum 2Da 12 12 - An par Entitfament  Ex-Employas  Ghulam Hydar Channa
Fusniture and futurs 160 11 1% - AsperEntitlermemt  Ex-Empioyes  Mulmmmad ismail
Fusniture ared fixture 200 41 a1 - AsperEnftlement Ex-Employes Ahmed Sohail Waich
Furnifure nnd flxtuse 190 a2 B2 As par Entitlement  Ex-Employoe  Witseam Zahra
Furnituns and fixture 160 8 B - As pot Entitliemant  Ex-Employes  Ghidam Nabi Bhatti
Furniture and fdurs 200 T2 12 - As per Entittenant  Ex-Emr¥oyes  Tahir Shahbar Anjum
Furniture: and fixtura 180 e 39 As por Erfiffemant - Ex-Employee  Sees A
Fuerniture and fixtune 160 &2 o2 As por Entitiomant  Ex-Employese  Mubammad Lsman
Fusriture and fixtune 200 4B 46 - AsperEntilement  Ex-Employes  Mubammad Yousul
Furniturs and Exture 200 B2 82 - AsperEntitemenl  Ex-Employss  Marour Ahmed
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Notes to and forming part of the Unconsolidated Financial Statements
For the year ended December 31, 2021

B

. . . Galn /
Particular of piopady and ﬂ;i.-:ul m Salo foe e | ‘Wioce of il Wu: Buyors name
PR COEneL LU [FUspDeg i 'DO0=sossmmsamsnnminan
Furnitare and fixiure 160 as 36 . As pef Enfitiemant  Ex-Employes  Laiquiat All Shaikh
Furmiture and fcdums 200 &1 51 = Asper Enfitermenl  BoEmployes  Muhammad Shahibaz
Furnitur and fistum 200 [ 62 = Anpor Entifomant  Ex-Employos  Safdar Ali
Fuerniture and fxture 180 45 45 - Aa par Enfitlerant  Ex-Empéoyes  Daiser Sattar
Furniture and fictyne 1 a8 a8 = AsperEntilement  Ex-Empioyes  Mulmmmad Sarwae
Furniturs and fixture 180 2] s | - As por Etitlement  Ex-Employes  Gulzar Ahrmed
Furniture and fixtuee 180 B3 B3 - Ad por Entihernant  Ex-Employes AS Mehmobd Khon
Furmiture and fixiurs 100 57 57 " Anpor Entiemant  Ex-Emploves  Muhommad Rozzeg
Furnifure and fsiure 180 B 18 Ag per Entiftampnt  Ex-Employee  Huma Maz
Furniture and flxtune 500 23 23 As por Entifiemant  Ex-Employes  Sultana Naheed
Furniure and fisture 180 58 59 - A e Enititlirmient Ex-Employes  Saming Ziy
Fueniture nnd fxtuee 164 51 51 - As per Entitlemenl Ex-Employes  hMubmmad Amwor Khan
Furmitiure and fxture 180 T 7 - Aspar Entilemant Ex-Employea  Shafzad Ahmed
Furnitisrs and fixtuse 160 8 18 As por Entitiemant  Ex-Employes  (rsfud Ghand
Furnitwre and fixtuee 180 B B - As-por Ertifernent  Ex-Employee  Shalvd Hugsain
Furniture and fistums 160 . - - Az parEntilement  Ex-Employes  Menzoor Sultan
Furniturs and xturs 30 m 101 - AsporEnfitlement  Ex-Employes  Mibmmmad Atlas
Funittum and ftuns 160 84 ad As pot Enfitermont  Ex-Employes  Muhammad Qasim
Fueniture and fixtue 180 45 45 As por Entithermant - Ex-Employes  Muhammad Husasin Zar
Furnitare and fixiure 160 83 B3 . A pef Entitiement  Ex-Employes  Perver Ahmad
Furniture and fixturs 160 aa 28 = AsperEnfifement Ex-Employes  Nayab Abmed
Furnilura one fixTum 60 76 % - An por Entitiorment  Ex-Employes  Abdwi| Rasheed
Furniture and flxture 180 12 12 - As per Entillerment  Ex-Empioyes  Salesm Abbas Bangssh
Fiarniture aned Hxture 160 ] el - AsperEntilemenl  Ex-Employss  Juwaid Akldar
Furriffurs: and fituse 200 a8 a5 - As par Entithement  Ex-Employes  Muhamimad Faroog
Furnitune and fixtune 200 23 23 - Ad pet Entithornent  Ex-Employes  Mrmubammad Zulfigar AN
Furniturs and fixtire 204 5 -} = Asper Entitternant  Ex-Empioyes  Muokhtar Ahmad
Furniture and fiturs 150 am ag As por Erfiflemant  Ex-Empioyes  Ghidam Abbas Sang:
Furniturs and Hxtuon 7] 40 40 As pot Entitiomont  Ex-Employee  Mubammad Idroes
Furniture and fixtune 168 o 7o - As per Entitlement  Ex-Employes  Abul Ghaloes
Furmiture and fxiure 160 28 26 - AsperEntilemenl Ex-Employes  Mubammasd Akdtar halk
Furmiture and ikt 190 10 10 s por Enfibemant  Ex-Employsa  Samina Parvesn
Furniure and fixtiee 200 . . Agper Entilement Ex-Employes  Haseob Arshod
Furniturs and fusiune 200 28 28 - Az por Eminement  Ex-Employss  Kazl Imiiaz Anmaed
Furmiture and fixtum 100 70 in - As por Enfifiemant  Ex-Employes  Muhammad Anvwar
Fusnitures and fixtums 3060 10 16 = s por Enfiflermnl  Ex-Employes  Khurram Sased Nalk
Flerniturg and fixtuee 160 55 55 Ag por Enfittenant  Ex-Employes  Bashit Ahmed Ol
Furniture and fixtute 180 ar 37 - hs por Enfitiemant - Ex-Employee  Muhnmmad Bashir
Furnitare and fxture 180 8 26 . As per Entiisment  Ex-Empioyes  Niaz Higaain
Furnitume and fistuse 200 as B85 Az por Enfilermen!  Ex-Employes  Hanamest Actar Joseph
13,440 213 2152 -
119,290 d0.247 BN 1,624
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Whers The Nation Banks

Notes to and forming part of the Unconsolidated Financial Statements

For the year ended December 31, 2021

13.

INTANGIBLE ASSETS

At January 1, 2021

Cost
Accumulated amortisation and impairment

MNet book value

Year ended December 2021

Opening net book value
Additions:

- through acquisitions / purchased
Adjustments - addition
Amaortisation charge
Exchange rate adjustmants

Closing net book value

At Deceamber 31, 2021

Cost
Accumulated amertisation and Impairment

Met book value

Rate of amortisation (percentage)
Lizeful life

At January 1, 2020

Cost
Accumulated amaortisation and impairment

Mat book value

Year ended December 2020

Operning net book value
Additions:
- developed |ntermally

Amartisation charge
Adjustments - additions
Exchange rate adjustments

Closing net book valus

‘At December 31, 2020

Cost
Accumulated amortisation and iImpairment

Met book valus

Rate of amortisation (percentags)
Useful lifa

Core

Computer
Banking Total
Application software
- —m (Rupees in '000) —
2,913,952 1,140,555 4,054,507
{2,913,052) (B36,742] (3,750,694)
- m.ﬂ‘la 303|513
- 303,813 303,813
- 304,412 304,412
- 10,392 10,392
- 502, sp2,
24913852 1,678,915 4,592,867
(2,913,952) {1,176,124) (4,080,076)
- 502,79 502,79
-33.33 % on 33.33 % oon
cost ‘cost
3 years 3 years
2,913,852 1,000,731 3.814,683
{2,913.952) (625,781) (3,538,733
- 374,950 374,950
B 374,950 374,250
- 94,788 84,788
- (210,981) (210,961}
- 45,756 45,756
* (720) (720)
B 303,813 303.813
2913852 1,140,555 4,054 507
(2,:6813.952) {B36,742) (3,750.694)
- 303.813 303,813
33,33 % on 33.33 % on
cost cosl
3 years 3 years
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14.

15.

The cost of fully amortised intangible assets that are still in use

Core Banking Application
Computer software

RIGHT OF USE ASSETS

Balance as at Japuary 01,
Additione during the period
Deracognition during the period
Depreciation charged for the pariod

Balance as at December 31,

DEFERRED TAX

Deductible Temporary Differences an

- Tax losses carried forward

- Post retiremant employes benafits

- Provision for diminution in the value of investmants
- Provigion agalnst loans and advances

- Prowision against off-balance shaet obligations

- Fixed assets

- Other provisions

- Right of use assets

Taxable Temporary Differancas an

= Surplus on revaluation of fixed assets

= Surplus on revaluation of nvestmants

- Surplus on revaluation of non-banking assets
- Exchange translation resarve

Annual Report 2021

2021

{(Rupees in '000)

2,913,952
414,806

3,328,858

2020

meeeeeeef{Rupees in '000)—-———--

6,669,684 7,221,266
1,894,476 1,331,535
27,387 -
1,931,373 1,883,117
6,605,400 6,660,684
Recoanised in
At January :ﬁﬁﬁ ather Al December
01, 2021 (G35 BB COUR compreheansive 31, 2021
Income
{Rupees in '000)

10,705 - - 10,705
4,120,855 - 871,295 4,992,150
236,751 : Z 236,751
9,084,601 1,373,337 : 10,457,938
115,222 . - 115,222
1,136,458 53,911 - 1,190,369
105,416 - - 105,416

- 502,538 - 502,538
14,810,008 1,829,786 871,295 17,611,089
(2,386,819) 133,040 (273.922)  {2,537,701)
(15,346,840) . 2,631,420 (12,715.420)
(44,713} - (8,019) {52,732)

- i (679,589) (679,580)
(17,788,372 133,040 1,660,890 (15,885,442)
(2,878,264) 2,062,826 2,541,185 1,625,647
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Notes to and forming part of the Unconsolidated Financial Statements
For the year ended December 31, 2021

16,

Deductible Temporary Differences on

- Tax losses carmed forward

- Post retirement employee banefits

- Provision far diminution |n the valie of investments
- Provision against [oan and advances

- Provision against off-balance sheet obligations

- Fixed assets

- Other provisions

Taxable Temporary Differences an

= Surplus on revaluation of fixed assats

- Surplus on revaluation of investmeants

- Surplus on revaluation of non-banking assets
- Othars

OTHER ASSETS

Income / return / mark-up accrued In local currency - net of provision

Income / return / mark-up accrued in foraign curmancy - net of provision

Advances, deposits and other prepaymenis

Advance taxation (payments less provisions) and Income tax refunds recelvable 16.6

Compensation for delayed tax refunds

Nen-banking assets acquired in safisfaction of claims
Assets acquired from Corporate and Industrial Restructuring Corporation (CIRC)
Unrealized gain on forward foreign exchange contracts

Commission receivable on Governmaent treasury transactions

Stationery and stamps on hand
Bartar trade balances

Receivable on account of Governmen! transactions
Receivable from Governmeant under YHS schame

Recelvable against sale of shares
Acceplances
Others

Less: Provislon held against other assets
Other assets (net of provision)

Surpius on revaluation of non-banking assets acguired in

satisfaction of claims
Other assets - total

: Recognisad in
At January ‘ﬁegﬂiiﬁ other At December
01, 2020 058 oot comprehensie 31, 2020
Income
{Rupessin '000) --
10,705 - - 10,705
3,852,716 - 268,139 4,120,855
236,751 - - 236,751
2625495 6,459,106 - 9,084,680
115222 - - 115,222
800,678 335,780 - 1,136,458
105416 - - 105,416
¥,746.0883 6,794 886 268,138 14,810,008
{2,488,805) 124,050 [30,8674) (2.396.819)
(13.816.518) - (1.530,321) (15,346,840)
{41,438) = {3.274) (44.713)
2,314.832) 2,314,832 - -
(18,662,785) 2,438,882 (1,564,469 (17,788,372}
(10,915,802) 9,233,768 (1.298,330) (2.978.364)
202 - 2020
Nate ————{Rupees in '000})——— -
41,779,183 39,642,348
2,842,659 2274912
16:1 3,870,355 2.818.23
12,824,850 27,183,199
19,221,430 17,556,551
164 1,195,660 1,211,122
208,423 208.423
3,058,205 =
5,008,019 4612174
470,402 488,511
185,388 195,399
16:2 323172 J23are
16.3 418,834 418,834
11,083 868,996
10,311,259 15,741,754
7,355,244 6,437,628
109,092,218 119,312,254
16.5 11,700,956 11,873,693
87,391,262 107 438,561
2,863,886 2,757.207
100,255,148 110,195,768
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16.1

16.2

16.3

18.4

16.4.1

16.5

16.5.1

16.6

This inciudes Rs. 2 800 million (2020: Rs. 800 million) advance against Pre-IPO placement of Term Finance Certificatas.

This represants amount receivable from GoP on account of encashment of various Instruments handled by the Bank for
GaP as an agent of the SBP. Due to uncertainty about its recoverability, full amount has been provided for

This represents payments made under the Voluntary Handshake Schema (VHS), recoverable from GoP Due to uncertainty
about its recoverability, full amount has been provided for.

2021 2020
— {Rupees in '000}—————

Market value of Non-banking d@ssets acquired in satisfaction of claims 4,059,546 3,968,329

An Independent valuation of the Bank's non-banking assets was parformed by an independent professional valuer 1o
datermine the falr value of the assets as atl December 31, 2021. The valuation was carried outl by Imtech (Private) Limited,
registered at SBP pans! of valuers on the basis of an assessment of present market values,

2021 2020
~————{Rupees in '000) —————
Mon-banking assets acquired in satisfaction of claims

Opening batance 3,968,329 3.762.068
Revaluation 106,679 217.404
Depreciation (15,462) (15,784)
Adjustment - 4,641
Closing balance 4,059,546 3,968,329

Provision held against other assels

Income / mark-up acorued in local currency 152,607 152,607
Advances, depasits, advance rent and other prepayments 837,949 837,949
Stationery and stamps on hand 96,542 86,542
Barter trade balances 195,389 195,399
Aeceivable on account of Government transactions 323,172 423,172
Receivable fram Government under VHS schame 418,834 418,834
Pratested bilis 4,184,485 4,082,280
Ex-MBL / NDFC 770,398 770,398
Assets acquired from corporate and industrial restructuring corporation asset (CIRC) 208,423 208,423
thers 4,533,147 4,778,089

11,700,956 11,873,693

Movement in provision held against other assets

Opening balance 11,873,693 10,853,587
Gharge for the year 72,205 1,517,709
Transfer in / (out) - (484,393)
Adjustment against provision (244,942} (13,210
Closing balance 11,700,856 11,873,693

During the year, the Bank has adjusted an amount of Rs. 11,322 million (2020; A=s. 20,950 million) its advance tax llabllity
and demand of previous tax year against income tax refunds recelvables,
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17.

18,

181

18.2

BILLS PAYABLE

In Pakistan
Qutside Pakistan

BORROWINGS
Secured

Borrowings from State Bank of Pakistan
Under Export Refinance Scheme
Under Expornt Refinance Scheme (New Scheme)
Financing Scheme for Renewabie Energy
Refinance Facility for Modemization of SME=
Financing Facility for storage of Agriculture Produce (FFSAP)
Under Long Term Financing Facility (LTFF)
Refinance Scheme for Payment of Wages and Salarles
Temporary Economic Refinance Faoility
Refinance Facility for Combating Covid-19

Repurchase agregement barrowings
Bai Muaijjal
Tatal secured

Unsecured

Call borrowings
Cverdrawn nostro accounts

Total unsecured

Particulars of borrowings with respect to currencles

In local currency
In fareign currencies

18.2
18.2
18.3
18.4
18.5
18,8
18.7
188
18.9

1810

1810

2021

-(Rupees in '000)—

2020

21,775,348 16.718.064
72922 iri22
21,848,270 16,795,186
5,057,300 2,451 874
28,193,202 28,686,149
740,483 481,261
130,288 177.976
526,479 256,184
19,465,068 16,380,117
566,315 1,167,527
12.122.947 537,812
79,976 61,448
67,882,068 50,200,448
126,810,340 5,266,007
72,195,209 79,788,522
266,887,617 135,254,877
46,011,008 2,047,688
26,480 1,236,440
46,037,489 3,084,028
312,925,106 138,539,005
275,739,772 136,491,430
37,185,334 2,047,575
312,925,108 138,539,005

The Bank has entered Into an agreement with the SBP for extending export finance to customers. As per the terms of the
agreement, the Bank has granted the SBP the right to recover the outsianding amounts from the Bank at the date of
maturity of the finances by directly debiting the Bank's current account maintained with the SBP. These borrowings are
repayable within 180 days. These carry mark-up at rates ranging from 1.00% to 2.00% (2020: 3.00%) per annum.
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183

184

18.5

18.6

187

18.8

189

1810

18.11

18.12

These borrowings have been obtained from the SBP for providing financing facilities to address challenges of energy
shortage and climate change through promotion of renewable energy. These borrowings shall be repayable for a
raximum period of twelve (12) years. These carry mark-up at rates ranging from 2.00% to 3.009% per annum.

These barrowings have been obtained from the SBP under a scheme to finance modemization of Small and Medium
Enterprises by providing financing facilities for setting up of new units, purchase of new plant and machinery for
Balancing, Modemization and Replacemant (BMRA) of existing units and financing for import / local purchase of new
generators upto a maximum capacity of 500 KVA: These bomowings shall be repayable for.a maximum period of ten
yaars and camy mark-up at rates upto 6,00% (2020: 6.00%) per annum.

These borrowings have been obtained from the SBP for providing financing facilities to develop the agricultural produce
marketing and enhance storage capacity, 1o encourage Private Sector te establish Siles, Warehouses and Cold Storages.
These borrowings shall be repayable for a maximum period of ten years. These carry mark-up at rates ranging from 2.5%
10 3.5% per annum.

These borrowings have been obtained from the SBP for providing financing facilities to exporters for adoption of new
technologies and modernization of their ptant and machinery. Thesa borrawings shall be repayable for a masimum pariod
of ten years. Thesa carry mark-up at rates ranging from 1.5% 10 3% per annum.

These borrowlngs have been abtained from the SBP with a view to support businesses to continue payment of wages
and salaries to their workers and employees In the attermath corona virus (COVID-19) gutbreak. These bomowings are
repayable for @ maximum perod of 2.5 years. These camy mark-up at ratas ranging from 1.00% to 2.00% (2020: 71.00%
to 2.00%) per annum.

These borrowings have been obtained from the SBP under a scheme to provide concessionary refinance for setting up
new industrial units In the backdrop of challenges faced by the industries during the pandemic. These borrowings are
repayable for a maximum period of 10 years. These carry mark-up at rates ranging at 3.00% (2020: 3.00%) per annum.

These borrowings have besn obtained from the SEP with a view to provide iong term local currency finance for imported
and locally manufactured medical equipment to be used for combating COVID - 19. The facility will be available to all the
Hospitals and Mecdical Centres duly registerad with respective provincial / federal agencies / commissions and engaged
in‘controliing & eradication of COVID - 19. Thesa borrowings are repayable for a maximum period of 5 years. These carry
mark-up at rates at 0.00%9 (2020: 0.00%) per annum.

Mark-up / interest rates and other terms are as follows:

- Repurchase agreement borowings camy mark-up ranging from 2.7% 1o 10.21% per annum (2020: 7% to 7.05%
per annum) having maturity on Jan 4, 2022 to Feb 18, 2022.

. Call borrowings carry interest ranging from 0.63% to 4.15% per-annum (2020: 0% to 2% per annum).

Barrowings from the SBP under export oriented projects refinance schemes of the SBP are secured by the Bank's cash
and security balances held by the SBR

Pakistan Investment Bond and Market Treasury Bill having maturity of 5 years and 6 months respectively, are pledged as
security under borrowing having carrying amount of Rs. 126 810 million (2020: Rs. 5,266 million).
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15. DEPOSITS AND OTHER ACCOUNTS

2021 2020
In local In foreign In foreign
&y ks Total In lncal currency A Total
R in "000]
Customers e )
Current deposits -
PRSIV 648,854,267 - 648,854,267 405,738,851 405,738,851
Current deposits - non-
remunerative 476,510,388  145031,064 622,441,452 433,284 063 115,191,412 548,475,475
Savings depasits 675,591,525 79,434,498 755,026,021 637 694,450 68,126,336 703,820,786
Term deposits 400,805,240 70,853,064 471,758,304 278,454,916 81,153,488 357,608,404
Others - 6,463 5,483 4,683,735 316,040 4,999,775
2,201,861,420 206,225,087 2,498,086,507 1,757,856,015 262,787,276  2,020,643,281
Financtal Institutions
Currant deposits 445,782,844 1,155463 || 446,938,307 360,581,882 1,634, 466 362,216,348
Savings deposits 7,075,299 3,842,651 10.917.950 4,253,051 3,246,855 7,499,008
Tarm deposits 21,613.144 5,760,557 27,373,711 12,613,687 8,883,345 21,497,032
Others 35,838,540 - 35,838,540 7,109,902 - 7,108,802
510,309,827 10,758,711 521,088,538 384,558,522 13,764,666 398,323,188
2712171,247 306,983,798 3,019.155045 2 142,414,537 276,551,942 2,418,966.479
207 - 2020
cmeee—{Rupees in '000) ————
19.1  Composition of deposits
Individuals 1,032,316,946 B47.611.816
Govamment (Federal and Provincial) 931,109,067 674,085,259
Public Sector Entities 279,984,058 257,331,543
Banking companies 460,090,410 368,855,014
MNon-Banking Financial Institutions 60,978,126 29,468,173
Private sector 254,586,437 240,714,674
3019155045 2418966479
19.2 Faoreign curencies deposits includes deposit of forgign branches amounting to Rs, 75,485 milllon (2020: Rs, 73,145
millian).
19.3 This includes deposits eligible to be covered under insurance arrangaments amounting 1o Rs. 1,132,236 million (2020: Rs.

981,942 million) including islamic branches.
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20.

21,

LEASE LIABILITY AGAINST RIGHT OF USE ASSETS

Lease liabilities included In the statement of financial position

Az at Decembar 31

Of which are:
Current lease liability
Non-current lease llability

Maturity analysis - contractual undiscounted cash flows

Less than one year
Ore to five years
More than five years

Total undiscounted lease liabilities as at Decembear 31

OTHER LIABILITIES

Mark-up / Return / Interest payable in local currancy
Mark-up / Return / Interest payable in forelgn currency
Uneamed commission and Income on bills discounted
Accrusd expenses
Advance paymanis
Unelaimed dividends
Urrealised loss on forward forelgn exchange contracts
Unrealised loss on put option
Branch adjustment account
Employee benefits:

Pension fund

Post retiremant medical benefits

Benevolent scheme

Gratulty schems

Compensated absences
Staff walfare fund
Liabilities relating 1o banter frade agreements
Provision against off-balance sheet obligations
Provision against contingancies
Payable to brokers
PIBs shortselling:
Acceptances
Othars

Annual Beport 2021

39.4
39.4
39.4
394
39.4

2021

2020

e {Rupeeas in "000) ———

7,893,960 7.533.691
1,524,809 1,367,840
6,369,151 8,165,851
7,893,960 7,533,691
2,199,012 2,315,989
5,981,702 5,869,956
6,500,876 5,839,515
14,681,580 14,025,460
48,801,768 37,808,884
384,638 B44,452
428,443 1,574,563
21,027,250 18,183,815
370,807 362,466
181,997 185,516

- 2,018,017
306,339 306.339
1,342,640 917,487
17,834,945 15,704,077
24,516,717 22 282 747
1,778,825 2,054,218
3,168,258 2,711,914
9,952,554 0,251,755
371,257 371,257
3,006,122 2,142,033
627,494 627,494
3,805,376 4,180,071
155,001 65,137
34,144,415 3,237,676
10,311,259 15,741,754
16,143,418 14,683,842
108,650,523 156,155,514
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21.1  Provision against contingencies
Opening balance
Charge during the year
Transfer out
Adjustmient

Closing balancea

2021 2020
...... -(Rupees in '000)—

4180,0M 4,629,645

253,229 321,080

- {830,664)
{521-934} =

3,805,376 4,180,071

21.1.1 This represents provision made on account of regulatory violations and reported instances of financial improprieties for

which investigations are in progress,

22. SHARE CAPITAL

221 Authorized capital

202 2020
~=eeee (Mumber of shares) —----

2,500,000,000 _2,500,000,000  Ordinary shares of Rs, 10 each

22.2 Issued, subscribed and paid up

2021 2020
wsmees (Mumbrer of shares) —----
140,388,000 140,388,000

1,987,125,026  1,987,125,026

2127,513,026 2,127.513,026

Fully paid in cash
Issued as bonus shares

2021 2020
————{Rupees in 000} ————

The Federal Government and the SBP hold 75.60% (2020: 75.60%) shares of the Bank.

22.3  Shares of the Bank held by subsidiary and assogiate

Following shares ware held by the assoclate of the Bank as of year end:

First Cradit & Investment Bank Limited

23. RESERVES

231 Exchange translation reserve

25,000,000 25,000,000
2021 2020
——{Rupees in '000}——

1,403,880 1,403,880
18,871,251 19,871,251
21,275,130 21.8275.13

—_—
2021 2020
{Mumber of shares) -—-—
70,000 70,000
70,000 70,000

This comprises all foreign currency differences arsing from the translation of the financial statements of forsign operations.

232 Statutory reserve

Every bank incorporated in Pakistan is required to trangfer 20% of their profits to a statutory reserve until the reserve
equals share capital, thereafter 10% of the profits of the Bank are o be transferred to this reserve.
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233 Merger reserve

As per the Scheme of Amalgamation, all the assets, liabilities and obligations of NEP Leasing Limited weme merged with,
transferred to, vested in and assumed by the Bank as at the effective date July 31, 2017, The reserve represents the
excess of net assats transferred to the Bank over its investment in NBP Laasing Limited.

234 General loan loss reserve

Trie Bank is cognizant of the fact that a part of its credit or loan portfolio (funded and non-funded) which is not currently
impaired as per the applicable Prudential Regulations is underperforming and therafore the potantial for risk of credit
losses on this part of portfolio is higher than the usual risk. Thersfore, as a matter of abundant caution and in order to
protect the equity base of the Bank from future contingencies in respect of the credit portfolio, the Board of Directors in
their masting held on April 28, 2015 decided 1o transfer an aggregate amount of Rs. 12 billion from the unappropriated
profits to-a "General loan loss resarve”. This appropriation was made on the basis of the managemeant's best estimatas
and judgernent regarding the inherent portfolio risks. Subsequently, Board of Directors in their mesting held on' 11 & 12
July, 2018 dacided to transfer Rs. 4 billion from general loss reserve to unappropriated profit based on ravised estimates.

2021 2020
Note —eeeeee{Rupees in '000) ———-—
24, SURPLUS ON REVALUATION OF ASSETS
Surplius on revaluation of:
- Available for sale securities 101 32,603,638 43,848,111
- Fixed assets 24.1 44,320,452 44 BB2 309
- Mon-banking assets acquirsd in satisfaction of claims 242 2,863,888 2,757,207
79,787,976 01,487,717
Defared 8% on surplus on evaluation of;
- Available lor sale securities (12, 715.420) (15,346, 840)
- Fixed asseis 24.1 (2,537,701) (2,396,818)
- Non-banking assats acquired in satisfaction of claims 242 (62,732) (44.713)
{15,305,853) {17,788.373)
64,482,722 73,809,344
241 Surplus on revaluation of fixed assets
Surplus on revaluation of fixed assets as at January 1 44,882,369 44.576.547
Recognised during the year - 660,281
Realised on disposal during the year - nat of defiermed lax (220.818) -
Transtarrad to unappropristed profit in respect of incremental
depreciation charged during the year - net of defamed tax (208.088) {230,379)
Related deferred tax lability on incremental
depreciation charged during the year {(133.040) {124,050)
Surplus on revaluation of fixed assels as al December 31 44,320,452 44,882,399
Less: refated deferrad tax atlity on:
- revaluation as at January 1 {2,396.619) (2.489,995)
- ravaluation recognised during the year - (30,874
- Aate adjustment (273,922) -
- Incramental depreciation charaed during the year 133,040 124,060
(2,537,701) (2,396,819)
41,782,751 42,485,560
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2021 2020
Note ———-{Rupees in "000)——

242 Surplus on revaluation of non-banking assets acquired in satisfaction of claims

Surplus on revaluation as at January 1 2,757,207 2,539,695

Recognised durning the year 106,679 217,512

Surplus on revaluation as at December 31 2863 B84 2,767,207

Less: mtated deferred tax liability on:

- revaluatlon as at January 1 (44,713) [41,439)

- ravaluation recognised during the year (8.019) {3.274)
52,732) (44,713)

2,811,154 2.712.494

25. CONTINGENCIES AND COMMITMENTS

Guarantees 251 261,356,068 242030415
Cammitments 252 2,182,951,563 1,543,932, 780
Other contingent liabllities 25.3 36,196,804 34,820,672

2,490,504,435  1,820.783,867

25,1 Guarantees

Financial guarantaas 187,024,912 145,379,682
Performance guarantess 64,331,156 96,650,723

261,356,068 242,030,415

252 Commitments
Documentary credits and short-tanm trade-related transactions
= latters of credit 1,582,757,532 1,086,347 086
Commitments in respect of;

- forward foreign exchange contracts 25.2.1 571,111,340 419,327,735
- forward government securities transactions 25.2.2 38,255.954 27,625,340

Commitments for acquigition of;

- operating fixed assets 826,737 B32.619
2,192,951,563 1,543,932,780

25.21 Commitments in respect of forward foreign exchange contracts

Purchase 337,870,120 272,245,550
Sale 233,141,220 147,082,185

571,111,340 419,327,735

Commitments for outstanding forward foreign exchange contracts are disclosed in these unconsclidated financial
statements at contracted rates. Commitments denominated in foreign currencies are expressed in rupee terms at the rates
of exchange prevailing at the stalement of financial position date.
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2021 2020
—————{Rupees in '000) ————

25.2.2 Commitments in respect of forward government securities transactions

Purchasa 30,218,032 496,331
Sale 8,037.922 27,129,009
38,255,954 27.825.340

Commitments for outstanding forward government securities transactions are disclosed In these unconzolidated financial
staterments al contracted rates.

2021 2020
~————{Rupees in '000)—

25.3 Other contingent liabilities
25,31 Claims against the Bank not acknowledged as debt 36,196,804 34,820,672

Claims against the Bank not acknowledged as debts includes claims refating to formear Mehran Bank Limited amounting to
Rs.1,587 million (2020: Rs. 1,587 million).

25.3.2 Taxation

Tax returns af the Bank have been filed up to tax year 2021 and ameanded by tax autharities up to tax year 2020, For Azad
Kashmir and Gilgit Baltistan branches no ameandment to returns filed under seation 120 of the Drdinance has been made,
hence returns filed are desmed assessments for all the years till tax year 2021,

a) The Taxation Officer had issued show-cause notices under section 221 of the Income Tax Ordinance, 2001 1o the
Bank last year to withdraw compensation on delayed refunds already glven to the Bank, and guestioned issuance
ol refund orders already Issued to the Bank in the past several years which had become past and closed
transactions and thus legally fall outside the scope of rectification. The amount involved is Rs. 14,874.88 million
and Rs. 26,406.58 million respectively. These notices being totally illegal were challenged by the Bank befors the
Honorable Sindh High Court {SHC) which Instructed the taxation dfficer not to take adverse action. The Honorable
SHC has stayed the recovery of tax demands. The Bank as a matter of abundant caution had also filed appeal
before Commigsioner Infand Revenues Appeals) (CIR(A) which has remanded the matter to the taxation officer for
re-ad|udication for failing to given opportunity of hearing to the Bank. Similar notices have been issued and orders
ware passed for tax year 2013 during the year cancelling refund compensation aggragating to Rs. 535.91 million
which has been ¢hallenged before CIR{A) and appeal is pending for hearing,

5] Sindnh High Court had guashed the show-cause notices issued in previous round in 2013 for passing orders for tax
years 2006 and 2007 under section 1681 of the Ordinance on the grounds thal these were tima-barred in terms of
section 17443) of the Ordinance. Suprame Court on Department’s appeal has subsequently allowed taxation officer
to initiate proceedings through fresh notices, subject to certain directions. Orders were passed by 1axation officer
for tax years 2006 and 2007 last year, tréating the Bank as taxpayer-in-default and raising tax demands of Rs.
1.032.18 milion and Rs. 1,394.72 million respectively, Bank has filed appeals before CIRIA} primarily on the
grounds that Supreme Court's instructions have been blatantly ignored as cogent reasons for late proceedings
were not givan and peither amount of tax default nor names of parties were disclosed in the show-cause notices or
the orders. The orders are also assailed for being passed in guite arbitrary manner and vanous legal and factual
mistakes are made therain, The appeals have been heard by CIRA] and decision 15 awaited.

a} Taxation officer has passed assessment ortler for tax year 2020 during the year. The Bank has filed appeal belore
CIR(A) which is pending for hearing. Stay has been granted against tax demand arising out of the assessment
ardler. The Bank has shown the additional tax liability of Rs. 4,298.17 million arising out of the impugned order as
contingency based on the tax consultants' expectation that the [ssues would be decided in Bank's favour
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d) Taxation officer has passed assessment order for tax year 2019 during the year. The Bank has filed appeal befora

&)

CIR{A) which is pending for hearing. Stay has been gramted against tax demand arising out of the assessmant
order. The Bank has shown the additional tax effect of Rs. 1,772.78 milllon arising out of the impugned order as
contingency based on the tax consultants’ expectation that the issues would be decided in Bank's favour.

The Additional Commissioner, PRA has passed an order creating the Punjab sales tax labllity on the non-
withholding of Punjab Sales Tax on the insurance services recelved by the Bank for the tax periods January 2016-
December 2016 and January 2017-December 2017 amounting to Rs. 254.734 millon and Rs. 281.774 milllon
respectively. The rectification application has been submitted under section 79 of the Punjab Sales Tax on Services
Act, 2012 for the apparent mistake of facts. After the rectification, the net principal exposure would be Rs. 56.621
million and As. 50.685 million, Based on the legal and factual position; the Tax Advisor |s confidant that the ultimate
autcome of the proceeding will be decided In the Bank's favar.

The other matters undar tax contingencies include allocation of common expenditure between taxable income and
exempt / low tax rate income, Interest credited fo suspanse account, reversal of bad debts expense, reversal of
provisions of non-performing loans, provisions for diminution in value of investment. Surplus on ravaluation of
Available for Sale securities disclosed in the Statemant of Comprehensive Income in respect of tax year 2013.The
aggregate effect of these contingencies as on December 31, 2021, Including amount of Rs. 1,982.32 million
{December 31, 2020: As. 645.27 million) In respect of indirect tax issues, amounts to As. 18,264.93 million
(December 31, 2020: Rs. 21,163 milllon). No provision has been made against these contingencies, based on the
opinion of tax consultants of the Bank, who expect favorable outcome upon decisions of pending appeals.

25.3.3 Contingencies in respect of employees benefits and related matters

25.3.3.1

The following are the detalls.of the contingencies arising out of the various legal cases pending adjudication in respact of
employees’ benefits and related matters. The Bank considers that except for Pensionary benefits note 25.3.3.1, the
financial impact of other matters s impracticable to determine with sufficient rellability.

Pensionary benefits to retired employeas

In 1977 the Federal Government vide letker No. 17 (9) 17 X1 / 77 dated Novembaer 30, 1977, addressed to the Pakistan
Banking Council, directed that afl executives / afficers of all thie nationalized banks would be paid pension as calculated
@ 70% of average emoluments upon completion of 30 years of qualifying service of employees and where gualifying
sarvice was less than 30 years but not less than 10 years, proportionate reduction in percentage was to be made. This
pension scheme was made applicable with effect from May 01, 1977

In the year 1987, the Banks Mationallzation Act, 1874 ("BNA, 19747 was substantially amended whereby the Pakistan
Banking Councll was abalished and the Board of Directors of the nationalizad banks were empowered / mandated
respectively to determine parsonnel policies with the Prasident of the Bank deciding the remuneration and benefits of the
employeas in accordance with policies determined by the Board. In the year 1999, by virtue of the said amendments In
BMA, the Board of Directors of the Bank approved the Revised Pay Structure for the officers / executives of the Bank
with effect from January 01, 1999 vide Circular No. 37/1994, whereby the basic salary was increased by 110 % 1o 140%
and besides giving multifarious benefits to its employess, formula for manthly gross pension was revised. However, the
amount of gross pension on the basis of existing Basic Pay and existing formula was protected,

A number of Bank's employees, after attaining the age of superannuation filed Writ Petitions befare the Lahore High
Court and the Peshawar High Court, praying for re-calculation of their pensionary benefits and increases in accordance
with the Bank Clreular Ne. 228 (C) dated Decamber 26, 1977 and furthermore, for allowing the increasas in thair pension
as per the increases allowed by the Federal Government (o its employees. This litigation started in the year 2010 and
2011.

The Peshawar High Count, in terms of judgment dated June 03, 2014, dismissed the petition while obsarving that the
petition was hit by laches and that the petitioners could not claim the benefits granted to the similarly placed employees
of ather institutions who were governed through different Statutes and Service Rules.
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The Lahore High Court vide its judgement dated Jdanuary 15, 20186, allowed the Writ Petitions-on the same matter and the
Bank was directed to release the pensionary benefits of the petitioners. The said order was assalled by the Bank by filing
Intra Court Appeals in January 2016 which were disrnissed by the Lahore High Court, Lahore, through its judgemant
dated January 16, 2017. The Bank assailed the-said judgement by filing appeals in the Suprermne Court of Pakistan.

The Honorable Supreme Count of Pakistan after hearing the arguments of both parties, vide its judgement dated
September 25, 2017 upheld the decision of the Division Bench of the Lahore High Court on the contenticn of increase In
Bank's employees’ pension, thersby instructing the Bank to give pension banelits to its employees in the light of Head
Office Instruction Ciroular No. 228 (C) of 1977, Under this Circular, the pension of employees was 1o be calculated &
70% of average emoluments upon completion of minimum qualifying service requirement, besides requiring the Bank to
follow subsequent revisions in pension scheme and rates granted by the Federal Government to civil senvants from time
to time as well,

The Bank as well as Federal Government filed review petitions against the aforesald judgment of the Honorable Supreme
Court of Pakistan and aiso made an applicatien for constitution of larger bench of the Supreme Court to hear the review
patition, which was reportedly accepted by the Chief Justice, However on March 18, 2019, the matter came up for
hearing before a three member Bench Instead of a larger bench. As advised by our legal counsels, the Bank considers
that due to conflicting decision of the other banch of the Supreme Court in-a case which, in all material facts and
cirgumsiances, is identical to the Bank's case and varigus ather legal infirmities in the judgement as highlighted by the
Bank In its Review Petition, the Bank has a reasonably strong case on legal grounds to convinge the Supreme Court for
review of its decision. The Review Petition is ongoing and |s expected to be listed lor hearing soon.

A related matter has also been appealed in the Suprame Court where the petitioners have asked for increases in pension
in accordance with government increases in Pension for Government employees which is pending -adjudication and a
favorable outcome is expected.

In case the above matters are decided unfavorably, the Bank estimates based on the actuarial advice that the financial
impact arising from the additional kability would be approximately Rs. 74.4 billion excluding any penal interest / profit
payment (it any) due to delayed payment Pension expense for the current year and onward will also Increase by Rs.8.4
billlon due to this decision, Based on the opinion of legal counsel, na pravision has been made in these unconsolidated
financial statements for the above-mentioned amount as the Bank is confident about the favorable outcome of the
matter,

25,3.3.2 Regularizing the temporary hires / workers deployed by service provider companies under outsourcing arrangements

The Bank outsourced certain non-core jobs to varous service provider companies afier entering into confracts with
them. The resources deployed by the service provider companies were their employeas and the said companies have
had sole administrative control over thess resources. Some of these resources filed writ pelitions before the High Courts
and Mational Industrial Relations Commission [NIRC) seeking to be absorbed by the Bank in its regular senvice based on
grounds that they were in fact employees of the Bank. Presently, there are & cases on appeal pending at the Suprems
Court whare these have been clubbed to be heard as one. The Chief Justice of Pakistan has constituted a larger banch
comprising of five Judges being headed by himsaif for adjudication. The casa is ongoing and is presently adjourned for a
date to be fixed. A favorable outcome of this case s expected.

25.3.3.3 Litigation related to management trainee program

Treatment of Non-MTOs (regular employees) al Par with the MTOs (alse appeinted in regular cadras) - Litigation arising
out of order dated September 21, 2016 passed by the Supreme Court in our CA No,1644/2013 out of our CPLA No.
B05/2013 filed against order dated March 13, 2012 of the Division Bench of Sindh High Courl, Sukkur in CP No. D-
417200 {_T.he “Degision”).

Mr. Ashfag Ali and three (3) others filed a GP No. D-417/2010 before the Sindh High Court, Bench at Sukkur while

praying to treat them equally in réspect of remunerations with other employees (MTOs) having same grade, nature of job
and gualification.
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The Honorable Division Bench at Sukkur. vide order dated March 13, 2013, directed the Bank to ensure equal reatmiant
1o the petitioners with similarly placed employess without any discrimination.

Certaln employess filed petitions in the Hoenorable High Court of Peshawar who also gave its decision in favor of the
petitioners. Review peatition filed in the Honorable Supreme Court of Pakistan by the Bank was also dismissed.

Last year, the Bank entered into out of court settlements which have successfully been executed with many Non-MTQ
employess (' petitioners’) and accordingly compromise agreements {'the agreament’), affering waiver of loans, increase in
basic salaries and provision of other allowances, were signed with those petitloners who have withdrawn their cases
against the Bank. Simultaneously the Bank continues to make payments to claimants as per any court orders from time
1o i,

Foreign exchange repatriation case

While adjudicating Foreign Exchange repatriation cases of exporter namely: M/S Fateh Textile Mills Limitad, the Foreian
Exchange Adfudicating Court of the State Bank of Pakistan has also adjudicated penalty of Rs. 1,020 million, arbitrarily on
the Bank. The Bank has filed appeals before the Appellate Board and Constitutional Petitions in the Honorable High Courd
of Sindh against the said judgments. The Honorable High Court has granted relief to the Bank by way of interim orders,

As advised by our counsel, NBP has also fled a Constitutional Petition challenging the constitution of the Appellate Board
by the Commisslon and has obtained restraining order on the ground that the Appellate Board constituted by the
Commission lacks legal merit in the light of Supreme Court ruling. Our counsel, Mr. Raashid Anwar, Advocate has
concluded his arguments In respect of the Fareign Exchange Regulation Appellate Board constitution. However, another
petition filed by another company whereby challenging the constitutionality of the Competition Act was also tagged with
tha patitlons filed by the banks,

Based on merits of the appeals management is confident that these appeals shall be decided in favor of the Bank and
therefore, no provision has been made against the impugned penalty.

Compliance and risk matters relating to anti-money laundering

The Bank operates a branch In New York which is licensed by the New York State Department of Financial Services
(MYSDFS) and is also subject to supervision by the Federal Reserve Bank of New York (FRENY),

The Bank and its New York Branch had entered into a Wrtten Agreement with the FRBNY and NYSDFS (US regulators) n
2016 which inter-alla requirad the Bank to address certain compliance and risk management matiers refating to anti-
money laundering and the WS bank secracy law reguirements and the implementation of the requisite systems and
controls and allocation of adaguate resources lo ensure full compliance with such reguirements.

in Fabruary 2022, the Bank has reached agreements with the US Regulators. The agreements include fines tataling US &
55.4 milllon equivalent to FAs. 9,778 million focused on historical compliance program weaknesses and delays In making
compliance related enhancements.

Under the agreements, the Bank is required to submit status and progress reports at defined frequencies to the US
Regulators with respect to the remedial measures being taken in respect of non-compliances at the New York branch. The
MNew York branch has besn under new management since May 2020 and has substantially enhanced its compliance
program. Management and the Board of Direciors of the Bank are committed {o ensure compliance with the conditions
agreed in the orders given by US Regulators. There were no findings of iImproper transactions or wiliful misconduct.
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201 2020
Note ———-{Rupees in '000)—--—

26. MARK-UP / RETURN / INTEREST EARNED

am:
a) Loans and advances 87,346,632 99,780,695
b) Investments 139,115,194 154,040,914
¢) Securities purchased under resale agreaments 3,856,776 2,373.880
dj Balances with banks 1,464,100 1,615,526
231,882,702 257,811,015
27. MARK-UP / RETURN / INTEREST EXPENSED
Deposits 87,838,223 103,380,273
Borrowings 6,838,985 5.929,625
Cost of foreign currency swaps against forgign currency deposits / barrowings 8,018,491 8,175,328
Finance charge on lease liability against right of use assets 774,664 784,180
Securities sold under repurchases agreemaents 30,794,533 33,416,602
134,264 806 153 655,008
28. FEE AND COMMISSION INCOME
Branch banking customer faes 1,211,530 1,264,985
Cansumer finance relatad fees 764,985 771,758
Card related fees (debit cards) 1,751,172 1,051,111
Credit related fees 273,464 186,655
Investment banking fees TE9.17 BO7.481
Commission on trads 1,947,282 1,830,680
Cammission on guarantees 459,515 477271
Commission on cash management 95,267 14,149
Commission on remittances including home remittances 1,724,239 1,763,544
Commission on bancassurance 332,743 278,406
Commission on government fransactions 8,408,285 9,652 545
Others 65,8902 154,960
17,803,801 18,263,547
29. GAIN/(LOSS) ON SECURITIES - NET
Realised 29.1 E;SDE.BQ&# 7,883,429
Unrealised - hald for trading 101 (120,675) 2074
5,188,319 7,885.503
281 Realised gain on
Federal Govarnment securities 1,065,169 5,346,600
Shares 5,136,681 1,868,517
ljarah sukuks 10,809 8
Foreign securities 96,335 668,304
6,308,994 7,883,420
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30. OTHER INCOME

Rent on property

Gain on sale of fixed assets - net

Postal, SWIFT and other charges recoverad
Claim frém insurance company
Compensafion for delayed tax refunds

Gain on derecognition on right of use assels
Tender money

Cthers

2021 2020
Note ———{Rupees in "000)—————

63,480 36,919

62,045 10,775

23,450 48,071

30.1 1,664,879 3,834,424
12,378 -

2,082 5,836

10,667 27,269

1,844,236 3,963,294

301 This represents compensation of delayed refunds determined under Section 171:of Ihcome Tax Ordinance 2001,

31. OPERATING EXPENSES

Total compensation expenses
Property expensas

Rent and taxes

Irsurance

Litilities cost

Security (including guards)

Repair and malntenance (including janitorial charges)
Depreciation

Depraciation on non banking assets

Depreciation on ljarah asssts

Depreciation on ROUA

Information technology expenses

Software maintenance
Hardware maintenance
Depraciation
Amortisation

MNetwork charges

IT Manage Services

2021 2020
Mate ————{Rupees in '000)—

311 37,044,928 40,549,691
800,250 778,645
31.2 33,590 34,734
1,363,539 1.345.618
2,846,980 2,728,215
909,904 965,093
475,951 466,348
15,462 15,784
72,807 85,593
1,831,373 1.883117
8,449,986 8,301,148
1,353,962 1,366,196
87,765 19,802
332,791 247,410
339,382 210,961
612,209 559,235
359,054 164,897
3,085,163 2.568,501
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202 2020
Other operating expenses Note ——————-{Rupees in '000)
Directors' fees and allowances 25,431 36,160
Fees and allowances to Shariah Board 12,564 9407
Legal and professional charges 1,255,610 2,150,248
Cutsourced senipes costs 31.3 640,760 829,229
Travalling and conveyance 816,183 653.230
NIFT clearing charges 177,442 188 866
Depreciation 1,591,362 1,852,352
Training and developmant 82,409 62,038
Postage and coungr charges 212,843 213,403
Communication 339,605 322654
Stationery and printing 1,334,676 1,128 834
Marketing, advertisement and publicity 368,095 317,000
Contributions for other corporate and social responsibility 314 Ba7y 85447
Auditors’ remunaration 31.5 183,610 198,063
Finangial charges on leased asssts 38,300 30,852
Ententalnment 265,210 252,132
Clearing charges. verification and licence fee 293,148 342,554
Brokesage 140,233 121,092
Insuranca gandral 461,301 360473
Vehicls sxpenses 173,999 149,421
Daposit pramium expansa 1571107 1,388,248
Repairs and maintenanca general 698,708 677533
Cthers 306,363 198,046

11,077,244 11,377,283
Grand Total 59,657,321 62,786,623

311 Total compensation expense

Managaral Ramuneration
i) Fixed 7,843, 884 12,957 847
of whieh:

a) Cash Bonus / Awards ate; 4,481,382 4,413,504
Charge for defined benefit plan 7408 457 7.382.388
Rent & houss maintanance 5,305,594 4,591,065
Uthitles 1,861,619 1,712,734
Medical 3,453,565 3,141,830
Conveyanoe 3,358,933 3,192 648
Club Membership & Subsaripticn 187,461 80,796
Education Allowance 1,455,624 1.463.449
Insuranca 337,287 440,776
Haonorarium to Statf and Staff Walfars 251,752 206,662
Overtime 44 248 25196
Spectal Duty Allowance 138 A77
Washing Allowance 16,590 15,871
Kay Allowancs f2813 72,208
Unattractive Ama Allwanoe 56,898 57823
Leave Encashment 9,775 8,246
Teaching Allowancs 10,392 9,199
Incentive on CASA déposits mobilization 20,473 6,780
Meal Allowance 125,580 126,585
Livaries 1,265 1,086
Others 532,096 630 405

37,044,928 40,548,691
a7,044.028 40,549,681
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1.2

3.3

31.449

31.5

This includes Rs. 3.422 million (2020: Rs.3.550 million) insurance premium against directors’ liabflity insurance.

Total cost for the year included in other operating expenses relating to cutsourced activities is Rs. 640.8 million {2020: Rs.
828 million). Qut of this cost, Rs. 631.7 milllon (2020: As. 821 milllon) pertains to the payment to companies incarporated
in Pakistan and As. 9.1 million (2020: Rs. 8 million) pertains to payment to companies incorporated outside Pakistan. Total
Cost of outsourced activities for the year given to related parties is Ra. nil {2020; Rs. nil}. Outsourcing shall have the same
meaaning as specified in Annexure-1 of BPRD Circutar Mo, 06 of 2017, The material cutsourcing arrangements along with
their nature of services are as follows:

Mame of Company Mature of Services 2021 2020
~e—{Rupees in '000) ——
HTECH Solutions (Private)] Limited Call center managament 94.770 97.407
94,770 97,407

During the year, outsourcing services were hired In respect of sales, call centre services, IT support. data entry, protocal
services, collaction sarvices, janitorial & cleéaning services and lift operator and engineearing services.

Contributions for Corporate & Social Responsibilities include following amounts exceeding Rs. 500,000;

202 2020

Description ————{Rupees in '000) ———
Karachi Ralisf Trust (IKAT) - 20,000
Rural Cammunity Development Program - 20,000
Mational Fural Support Program - 25,000
SAFCO Support Program - 5,000
Thardeap Mirco Finance Foundation = 5,000
Agha Khan Rural Support Program - 5,000
Mamat Education Foundation 5,197 5,200
Pakistan Hindu Council 1,000 -
Tehzibul Akhlag Trust 2,000 -
Total 8187 85,200

None of the Directors, Sponsor shareholdars and Key Managemant Personnel or thelr spouse have an interest in the
Donee.

i AF. Ferguson & Total Total
Yousul Adi e 2021 2020
Auditors' remuneration
{Rupees in '000)
Audit fee 6,226 6,226 12,452 12.452
Review of interim financial statements 2178 2,178 4,356 4,356
Fee for audit of domestic branches 5,060 5,060 10,120 10,120
Speclal certifications and sundry advisory services 6,798 1,136 7.934 5.604
Tax servioes - - - 20,000
Sales Tax 1,900 1,608 3,508 4,203
Cut-of-pockat expenses 4,500 4,600 9,000 9,000
26,662 20,708 47,370 65,735
Fee for sudit of overseas branches Including
advisory setvices and out-of-pocket expenses - - 136,240 132,328
26,662 20,708 183,610 198,063
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32,

34.1

34.2

286,

OTHER CHARGES

Penalties Imposed by State Bank of Pakistan
Penaltias imposed by other regulatory bodlies

{Central bank of international branches)

PROVISIONS AND WRITE OFFS - NET

Provisions for diminution in value of investments
Frovisions against loans and advances
Provision against other assets

TAXATION
Currant

Prior years
Defarrad

Current taxation includes Rs: Nil (2020: Rs. Nil million) of overseas branches.

Relationship between lax expense and accounting profit

Accounting profit bafore tax

Income tax at statutory rate @ 35% (2020: 35%)
Increase / (decrease) in taxes resulting from;
Super t1ax at statutory rate @ 4% (2020: 4%)
Inadmissible ems

Enhanced rate on Govl, Securitias

Reduced rate on SME / Housing

Impact of tax arder

Others:

Tax charge for current and prior years

BASIC EARNINGS PER SHARE

Profit for the year (Rupees in 000's)

Walghted average number of ordinary shares (Number in 000's)

Basic earnings per share (Rupees)

DILUTED EARNINGS PER SHARE

Profit for the year (Bupeses in 000's)

Weighted averags number of erdinary shares (adjusted
for the effects of all dilutive potential ordinary shares) (Number in 000's)

Diluted =amings per share (Rupeas)

Annual Report 2021

2021

2020

Note —————Rupees in '000)——

10.3
11.4

4.1

343,698 310,588
2,765 4,719
346,463 315,307
663,219 (126,367)
11,119,007 28,320,023
134,157 1,702,302
11,916,383 30,895,938
26,915,246 24,898,997
(2,062,826) (9.933.768)
24,852,420 15,665,228
— 52860408 _  46.224.147
18,501,143 16,178,451
2114.416 1,848,966
3,048,871 122,870
B3z 181 65,134
(96,438) (27,636)
- (2,314,632)
(447,753) (207,625)
24,852,420 15,665,228
2021 2020
28,007,988 EDEESB.ETE
2,127,513 2,127,513
1316 14.36
28,007,988 30,558,019
2127513 2,127,513
13.16 14.36
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a7.

ara

2021 2020
CASH AND CASH EQUIVALENTS Note ——-——-{Rupees in '000)—
Cash and balances with treasury banks T 278,747,059 248,258,580
Balances with other banks : 17,667,067 14,227,355
Call / clean money lendings a9 21,008,723 2,040,800
Call borrowings 18 {45,011,009) (2.047.588)
Querdrawn nostro accounts 18 (26,480) (1.236,440)

271,386,360 262,243,717

Reconcillatian of movements of liabllities to cash flows arising from financing activities

[ 2021 |
Lease Unclaimed
Obligation Dividend
———e{Rupees in '000}——
Balance as at January 1, 2021 7,533,691 185,516
Changes from financing cashilows
Payrnent of isase obligation / dividend | (2,450,084} | (3,519) |
Total charges from financing activities (2,450,084) (3.519)
Other charges
Renewed lease during the year 1,884,476 -
Interest unwinding 774.664 -
Foreign exchangs loss 141,213 -
Total other charges 2,810,353 -
Balance as at December 31, 2021 7,883,960 181,997
i 2020 |
Lease Unclaimed
Obligation Dividend
—————{Rupees in '000}—
Balance as at January 1, 2020 7,640,188 186,668
Changes from financing cashflows
Payrment of lease obligation / dividend | {2,040,384) | | {1,162
Total charges from financing activities (2,040,384} (1,152)
Other charges
Renewed lease during the year 1,237,488 -
Interest unwinding 764,180 -
Foreign exchange gain (57.781) =
Total other charges 1,883,887
Balance as at December 31, 2020 7,533,691 185,516
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2021 2020
------ -—{Numbers) —————
38. STAFF STRENGTH
Permanent 10,437 10,751
On Bank contract 4972 4,358
Bank's own staff strength at the end of the year 15,409 15,108

381 In addition to the above, 1273 (2020: 1,838) employees of oulsourcing services companies were assigned to the Bank as
at the end of the year to perform services other than guarding and janitorial services. Out of these, 1258 employess are
warking domestically (2020: 1,825) and 15 (2020: 13) abroad respectively.

39, DEFINED BENEFIT PLAN
391  General desaription

General description of the type of defined benefit plan and accounting policy for remeasurements of the net defined
liabllity / asset Is disclosed in note 5,13 to the unconsolidated financial statements.

392 Number of employees under the scheme

The number of employeas covered under the following defined banafit schemes are:

2021 2020
(Numbers)
Pansion fund 10,437 10,751
Post ratirement medical scheme 10,437 10,751
Benevolent schame 10,437 10,751
Gratulty scheme 4,685 3,985
Compensated absences 10,437 10,751

39.3 Principal actuarial assumptions

The actuarial valuations were carried out as at December 31, 2021 using the follawing significant assumptions:

2021 2020
= (Pl @nnum) ————-
Discount rate 11.75% 8.75%
Expected rate of return on plan assets 11.75% 9.75%
Expected rate of salary increase 11.75% 9.75%
Expected rate of increase in pension 28% for next one year, 14.00%
7.25% onwards
Expected rate of increase in medical benefit 11.75% 8.75%
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Notes to and forming part of the Unconsolidated Financial Statements

For the year ended December 31, 2021

39.8 Compenents of plan asseis - Pension fund

Pakistan investment bonds
Treasury bllis

Term finance certificates
Mutual funds

Shares

Dafence saving certificates
Speclal saving certificates
PLS - Term Deposit Recesipts
Cash at bank

39.81

2021 2020
e {Rupees in '000) — -

18,320,490 22,127,729
1,500,000 1,655,750
104,000 104,000
6,687,543 6,427,374
6,868,287 7,179,354
8536176 8,479,970
10,888,005 9,635,260
6,625,201 -
133,034 1,428,516
61,773,750 57,038,053
. 8§

The Funds primarily invests in government secunties which do not carry any significant oredit nsk. These are subject to

interest rate risk based on market movements. investment in term finance certificates are subject 1o credit nsk and interest
rate risks, while equity securities are subject to price risk. These risks are regularly monitored by Trustees of the Pension

fund.

39.9 Sensitivity analysis

The increase / (decreass) In the present value of defined benefit obligations as a result of change in each assumption is

summarised as balow:

2

Post relirgment

Benwolent  Gratuly  Compensated

Pansion fund miadical Totat
schems sthama ahsances
{Rupees in '000)—
1% increase in discount rate (7801671} (3200097} (11278 (350414)  (F23780) (12,187.240)
1% decraase in discount rate 8421062 4025296 125533 425462 B25 806 14823108
1 9% ingrease in expected rate of salary increase 3002322 1255580 20717 437303 BB5321  GA48272
1 % decrease in expected rate of salary increase (3524818 (112158  [21.2097) (365858 (FI0514)  (5.794.646)
1% increase in expectad rate of pension increase 5283386 1,663,193 = - - T.146,579
1% decrease in expected rate of pension increass (4,543,855 (1,502,549} - . - {B146404)
1% increase n expected rate of medical beneiit increase - 662,076 - - - 882,078
1% decraase in expected rate of medical benefit ncrease (721,887 - - - {721,887)
39,10 Expected contributions 1o be paid 1o the funds in the next financial year 1,589,502
39.11 Expected charge for the next financial year 8,622,697
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ag.12

39.13

39.14

Maturity profile

The weighted average duration of the obligation

Panslon fund

FPost retirement medical scheme
Benevolent schame

Gratulty scheme

Compensated absences

Funding Policy

Years

10.86
14.82
6.66
12.33
779

Pension Fund - Bank's current assets and its percentage is given below;

Current Assels

Cash and cash equivalents - nat
Govemment securities

Shares

Mor-Govermment debt sequrities
PLS - Term Deposit Receipts
Mutual funds

Amount Percentage

(Rupees in '000)
133,034 0.2%
41,244,675 66.8%
6,869,297 11.3%
104,000 0.2%
6,625,201 10.7%
6,687,543 10.8%
100.0%

61,773,750

Bank will continue to invest with the same percentage In the asset categaries mantioned but increase the assets gradually
so that there is no deficit in the pension fund.

Significant risks associated with the staff retirement benefit schemes are as follows:

Asset volatility

Changes in bond yields
Inflation risk

Life expectancy / Withdrawal rate

Investment Risk

DEFINED CONTRIBUTION PLAN

The risk arises whan the fulure earnings are lower than expectation. This risk is
measured at a plan level over the obligation peried of the current population. The
company assets are aither invested in fixed securities or cash,

The risk arizes when the actual return en plan assets |s lower than expectation.

The mast commen type of retirement benefit is one whar the bensfit is linked with
last drawn salary. The nsk arises when the actual increases are higher than
expectation and Impacts the liability accordingly.

The risk anses when the actual lifetime of retirses s longer than expactation, This risk
is measurad at the plan level over the entire retiree population. The nisk of actual
withdrawals varying with the actuaral assumptions can impose a nsk {o the benefit
obligation. The movement of the liability can go either way.

The risk arises when the actual performance of the investments is lower than
expectation and thus creating a shortfall in the funding objectives.

A defined contribution (DC) plan Is a type of retirement plan in which the employer, employse or both make contributions
on a regular basis. Individual accounts are sat up for participants and benefits are based on the amounts credited to thass
accounts (through employee contributions and, If applicable, employer contributions) plus any investment earnings on the
maney in the account. In defined contribution plans, fulure banefits fluctuate on the basis of investmant earnings.

Bank currently doas not have any defined contribution plan.

B
' ]
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Notes to and forming part of the Unconsolidated Financial Statements
For the year ended December 31, 2021

41. COMPENSATION OF DIRECTORS AND KEY MANAGEMENT PERSONMEL

41.1 Total Compensation Expense

2021
Lireclors . Ky Other Material
Membars Presidant / :
ltems Marn- Management | Risk Takers /
Ghalrnan Exscutives Sheriah Goand CEQ Parsanna| Controllers
{Rupees In '000)
Fees and Allowances eic. 4,874 20,557 9,981 - - -
Managerial Remuneration
i) Fixed - - - 54,000 181,256 484,281
i) Total Variabie - - - - - -
af which
a) Cash Bonus / Awards - - L) - 162,086 237324
Charge for defined benafit plan - - 88 4,500 30,631 103,925
Rent & house mainienance - - 8649 - 99,691 254,784
Utilities - . 268 - 48,007 86,030
Medical - - 198 - 23,964 78,027
Conveyance - - avs - 19,526 73,588
Others - - - 3,870 9,463 102,454
Total 4,874 20,557 12,564 62,470 574,634 1,400,413
Number of Persons 1 [:] 5 1 32 138

The President and certain executives am also provided with free use of Bank's cars, household equipment, moblle phones
and free membarship of clubs.

41.1.1 The total amount of deferred bonus as at December 31, 2021 for the Key Management Parsonnel and other Material Risk
Takers (MRT) / Material Bisk Controllers (MRC) is Rs. 55 millicn, The deferred bonus is held in a trust fund.

Performance bonus s accounted for on payment basis,

2020
Directors Ky Other Matsrial
Items Chairis Non- Sharl ahb;-;s w i‘-"reg:g;nl / Managemant | Risk Takers /
Executives Rersonnel Controllars
{Rupees in '000)

Fees and Allowanoes sto. 4,109 32,060 7,362 - - -
Managerial Remuneration
i} Fixed - - - 54,000 208.031 406,064
fi) Total Vardable - £ - - - -
of which
a) Cash Bonus / Awards - - 544 - 64,745 175,480
Charge for defined banefit plan - - 117 4500 40,979 104,283
Rent & house maintanance - - 683 - 88,343 183,085
Lifilitiag - - 211 - 27615 80211
Medical - - 155 - 24,633 63.510
Conveyance 2 - 230 - 17,234 50,435
Othgrs - - - 3.5 13,709 61.611
Total 4,108 32,0650 8,407 62,011 484,288 1,113,679
Mumber of Persons 1 B 3 1 34 89
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41.2  Remuneration paid to Directors for participation in Board and Committee Meetings

2021
Measibing Foos and Allowanies Pasd
For Baard Committess
S.ha. Warme of Dwector For Board Board Fiak & | Boad HA & Hop Vel Intpergtional
Board Audit - |Tochnology &' |  Inciusive 8 o | Total aresiing
Mitetings c Compliance. | Romunarstion Chitakcaion | D Franchisas & | Allowances ;
Commitiee | Committes S ! Remiftance o
omunittes | Commithes
Ctmmithg *
{Rupaes in "000)
1 Mr Zubye Sgomio 1850 - - m - - - 2N 48T
2 M Farid Mtk 1550 - . H 804 - - n 350
I MW, Tenifig Asghar Huasain 14650 BOJ 1,500 eae - - 150 £ A 250
4 M Imam Bukhsh Balseh 1850 = = - - 152 - - 10
£ Nin Sadafi= Abg 1,500 - - - 11 1] ] . WE L'l.l.l_i!ﬁ
B Mr Asl Soorra 120 e - 0 - 4= = . 21500
T M, Absan A Clisgis 750 . - e - L = 1,430
B M Muhaminss Sohai Rt 450 15 . . - 00 . e
Total Amounit Prid 10850 0 2,250 2550 1,59 AL 160 323 fitn)
—Lo” L
* Dinsokvad m 3171h Board Moeting held on Fabuary 24, 2021,
™ dliowiances include accommodation and travel axpenses.
** mount includes NBP - NY Governance Council [Sub-Commuttes of BROC).
2000
it Filees andd Abowancss Paid
Fiaf Board Chmmimbaed
oy Mot Citector Fer Baard Banrd iee & | Boad WA & b et instave] irtavmedibrd
Moetings | Baoedd Awant | o Techinciony & [ i frssimiatel [ ToAnl Amexiin
Cormritine | - ormiiibe | Gormitse’ |- tubeion | To o ss | Famiitsne Pael
Leseli o HATEEY Wﬂ"ﬂﬂ
(Fupess In ‘000
1 M Zuliyr Soomee 20 . 1,450 - s . H58 2108
2 M Fard Makk' 12460 1050 1350 13560 » - T8 0787
3 My, Tawlig Asghar Hussein S04 700 15050 - - - 1,260 - 5550
4 M. Imam Bukhah Balech 2,100 . 1,060 - - 10150 . - 2300
5 Ms, Sadafio Absd 1,650 . - - 1350 1.050 v H 41
B M Asd Jooma 1.850 800 T.0050 . . . 500
T M, Muhaifrmad Sohall Ragna 2400 aa - - - 1,050 - 385 44158
8 M. Zator Masud 000 . - 500 250 - 200 - 2,250
8 Mk Muhammad Nasam 45D 300 150 - - . b 1118
Totul Amount Pald 15,000 3,300 0.0500 4 X650 3,150 3,150 1500 410 160
41.3  Remuneration paid to Shariah Board Members
2024 2020
Nains Resddisnt | Mon-Henident Reasidant Hion-Aesdani
CHaim@n | ember | Mambartc) i Chalmman | yppentor | Meortul Tl
[Fupess In 000}
Firtamer Fee & Fluss Rrmursration 3462 £763 4800 12,363 1240 1267 2R 8,407
Tolal Armaunt Pald AARD [R1=3 453 12,564 1240 L 24880 8,407
Tl Munbae of Parnons 1 1 - B 1 ' 1 3
42, FAIR VALUE MEASUREMENTS

The fair value of quoted securities other than those classified as held to maturity, is based on quoted market price. Quoted
instruments classified as held to maturity are caried at cast. The fair value of unquoted equity securities, other than
investments in assoclates and subsidiaries, is determined on the basis of the break-up value of these investmants as per
their latest available audited financial statemeants.

The fair value of unguoted debt securities, fixed-term loans, other assets, other liabilities, fixad-term deposits and
borrowings cannot be calculated with sufficient refiability due to the absence of a current and active market for these
assets and liabllities and reliable data regarding market rates for similar instruments.
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421  Fair value of financial assets

The Bank measures fair values using the following fair value hierarchy that reflects the significance of the inputs used in
making the measuremenis:

Level 1: Fair value measuremenis using quoted prices (unadjusted) in active markets for identical assets er abilities.

Level 2: Falr value measurements using Inputs other than guoted prices included within Lavel 1 that are ohservable for
the assets or liability, either directly (e, as prices) orindirectly (i.e. dervad from prices),

Level 3: Fair value measurements using input for the asset or liability that are not based on obsarvable market data (i.e.
unobsarvable inputs).

The fable below analyses financial instruments measured at the end of the reporting period by the level in the fair value
hierarchy into which the fair value measurement s categonsed.

202
Carrying Valuo Lawval 1 Leval 2 Lavel 3 Total
On baance shest financial instrumants ek o
Financial assots - measured at far valuo
Invastments . :
Markat Troasury Bills 611,693,893 . 811,893,893 - 611,803,893
Pakistan Investment Bonds 562,430,000 - 592,430,008 - 592,430,009
ljnrah Sukouks 13,968,700 . 13,969,700 - 13,969,700
Crdinary shares of lisled companies 39,784,837 39,784,637 - - 29,784 637
Profomnce shames 1,265,729 1,265,729 . - 1,265,729
Investrrants in mutusl funds 1,668,184 - 1,868,184 - 1,588,184
Tarm Finance Cotificates / Mushanka
and Sukuk Bonds 51,224,167 17,059,736 34,184,431 - 51,224,167
GoP Foreign Gumency Bonts 20,604,963 - 20,804,863 - 20,804,863
Fersign Goverrament Seourilies 807,304 - 407,304 - B07. 304
Foraign Cumancy Debt Secunties - - - - -
Ordiinary shares-of a bank outside ) .
Pakistan 27,524,206 27,524,206 - - 27,524,206
1,561,672,782 B5834.008 1,476,008 484 - 1,581,8672,792
Financiz! assets - disclosed but not measored
ot falr volue
Cash and baiances with treasury banks 278747059 . - - .
Balances with other banks 17,667,067 . = = &
Lending to financial institution 335,466,875 . . = T
Invaatments
Pakisian vestment Bonds 124 555 862 - - - -
GoP Foreign Currency Bonds - - - = -
Ordinary shares of uniisted companiées 1,471,308 - = = i
Market Traagury Bills ) - . . = =
Foraign Bovestement Securities 24,091 600 £ = o z
Fovelgn Currency Debt Secuntias 680 . . . _
Debentures. Bords, Sukuks, Panicipation Temm
Certificates and Term Finance Certificates 30 - . & S
Bl mivasjjal with Government of Pakistan 10,914,188 - - = .
Advanoes 1,113,353 485 . - - .
Othar dssots 3,484 600 - = = =
2,179,792 548 C + - =
3,741,485 340 BS 83308 1478038484 - 1,501,672, 792
Off-balance sheat financlal instruments -
mensurod al {alr valugs
Formign exchange contracts purchinse and sale 571,111,340 = :i,q_ﬁu,..":m - 3,058,205
Forwand govarnmant securtios fransactions 38,255 954 - [308,328) - Mﬁ
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2020
Carrying Valus Lael § Levyni 2 Léyed 3 Tatal
(Rupaes In '000)
On balance sheet financial instruments
Finangial assets - measured at fair value
[nvestmients
Market Treasury Bilis BB, 248, 789 - Ed5.248,789 - 626,248,788
Pakistan Investment Bonds 473,408,082 . 473,408,082 . 473.408 082
liarah Sukuks 6,015,600 - 6,015,600 = 6,015,600
Ordinary shares of listed companies 47,807,782 47807 782 - - 47,807 782
Praference shares 1,090,850 1.099, 850 . - 1,093,850
Investmants in mutual funds 2000170 - 2,000,170 - 2,000,170
Term Finance Centificates / Mishariks
and Sukuk Bonds 55,860,007 19,511,278 35,948,724 - 55,860,007
(GaP Forsign Cumency Bonds 10,840,875 - 10,840,875 - 10,840,875
Fareign Governmeant Securitias 28471786 - 2847176 . 2847176
Foreign Currency Debt Securities 80,640 . 80,640 . 0,640
Ordinary shares of a bank outside Pakisian 17.852778 17,652,778 - - 17.652.778
1,243 961,749 BE571.888  1.157.390,081 - 1,243,961,748
Financial assats - disclosed but not measured
at fair value
Cash and batances with tregsury banks 249,259,550 - . -
Balances with other banks 14,387,355 - . +
Lending to financial instruments 126,804,675 - : -
Investments
Fakistan Investmant Bonds 168,422 981 - - -
GoP Foreign Currency Bands - - - -
Ordinary shares of unfisted companiss 1,455,089 - - -
Foreign Govemmant Securities 32,328,738 # . - -
Faoreign Currency Datit Secuntes 818 - . = =
Debentures, Bonds, Sukuks, Participation Term
Cerfificates and Tesm Financa Cartilicates 7838 - - -
Bal muajial with Govammant of Pakistan 11,841,133 - - -
Acvances 083,254 527 . -
Oither assals 63,745 335 -
1.651.147 920 - . - -
2.895,109,678 BG.ST1.688  1,157.380,061 - 1,243,961,740
Off-balance sheet financial instruments -
maeasurad at fair value
Fareign exchange confracts purchase and sale 419,527,735 - (2.918.017) . (2.918,017]
Forward government securities transactions 27,625,340 - 52,885 - 52,885
Valuation techniques used in determination of fair valuation of financial instrumients within fevel 1 and level 2
Itam Valualion approgch and input used
Markat Treasury Biis PERV (MUFAR)
Fakistan Imvestment Bonds PKRV MUFAR)
ljarah Sukuks MUFLP
Drdinary shares of unlisted companies Breakup value 25 per latest avaiabla audited financal statements
Term Finance Carificates / Musharlka and Sukuk Bonds MLIFAP
GaP Foreign Cumency Bonds Reuter page
Forgign Governmant Securities Reuter page
Farsign Currency Debt Securities Reuter page
Investments in mutual funds MUFAR
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Notes to and forming part of the Unconsolidated Financial Statements
For the year ended December 31, 2021

42.2 Fair value of non-financial assels
Infarmation about the fair value hierarchy of Bank's non-financial assels as at the end of the reporting pericd are as follows:

2021
Carrying Value Level1 Level2  Level3 Tetal
(Rupees in '000)
Land & building (fixed assats) 48,739,721 - - 48,739,721 48,7387
Non-banking asssts acquired in safisfaction of claims 4,059,548 = - 4,069,546 4,058 546
52,780,267 - - vi 7 52798267
2020
Carrying Value Level1l Level2  Laveld Total
(Rupees in '000)
Land & building (fixed assets) 48,764,139 - - 48764138 4B.7F64139
Non-banking assets acquired in satisfaction of claims 3,968,328 - - 3,066,329 3,868,329
52,732.468 - . 52,732,468 52,732 468

43,  SEGMENT INFORMATION
43.1  Segment Details with respect to Business Activities

During the year the Bank changed jts internal organisation structure in & manner that changed the composition of its
reportable segments, and accordingly the prior year disclosure is restated to reflect the current reporiable segments.
Branch banking has been bifurcated in to Retall Banking Group and Inclusive Development Group.
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Whers The Nation Banks

Notes to and forming part of the Unconsolidated Financial Statements
For the year ended December 31, 2021

44.2 The Bank undertakes Trustee and other fiduciary activities that result in the holding or placing of assets on behalf of

45.

individuals and other organisations. These are not assets of the Bank and, therefore, are not included as such in thess
unconsofidated financial statements. Assets held under trust are shown in the tabie below:

As at December 31, 2021
Securities Held (Face Valug)
Category mﬁ;: Tm:.q:::r;ll?dlts ISR e SO e i Fodal
{Rupees in "000)
Assets Management Comparnies 3| - = = =
Charitable institutions 5 205,320 854,000 - 1,059,320
Companies 3 41,314,365 128,980,600 27,417,400 197,712,365
Employes Funds 41 12,597,120 43,178,900 - 55,776,020
Individuals 944 203,025 79,700 - 282,725
Insurance Companias 8 23,821,000 172,528,500 - 186,349,500
Others T4 76,701,745 234,918,697 - 311,620,442
Total 1,134 | 154,842,575 580,540,397 27,417,400 | 762,800,372
As at December 31, 2020
Securities Held (Face Valug)
Category muﬁf ngmegilrs lnms}?:xhaimﬁagnnﬁs Gnuerglmﬂufﬂ!jmh Total
{Rupaes in "000)
Assets Management companies 21 = B = =
Charitable mstitutions 5 - - - -
Companies 17 34.121,235 82,187,200 = 126,308,435
Employee Funds 62 2,540,385 102,960,700 - 112,601,085
Individuals 853 146,315 70,800 - 218215
Insurance Companies T 11,211,270 145,209,700 - 156,420,970
Others 58 66,930,535 143,722,542 - 210,653,077
Total 1,025 122,081,740 484,151,042 - 606,202,782
RELATED PARTY TRANSACTIONS

The Bank has related party transactions with is subsidiaries, assoclates, joint ventures, employes benefit plans and its
directors and Key Management Personnel, The details of investment in subsidiaries, joint venture and associated
undertaking and their provisions are stated in nate 10 of the unconsolidated financial statements of the Bank.

The Bank anters into transactions with related parties in the ordinary course of business and on substantially the sams
terms - as for comparable transactions with person of similar standing. Contributions to and accruals in respact of staff
retirement benefits and other benefit plans are made in accordance with the actuanal valuations / terms of the contribution
pian, Remuneration to the executives / officers is determined In accardance with the terms of thair appointmeant.

Diatails of transactions with related parties during the year, other than those which have been disclosed elsewhere in these
unconsolidated financial statements are as follows:
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Notes to and forming part of the Unconsolidated Financial Statements
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Notes to and forming part of the Unconsolidated Financial Statements
For the year ended December 31, 2021

46,

CAPITAL ADEQUACY, LEVERAGE RATIO & LIQUIDITY REQUIREMENTS

The Bank's objectives when managing capital, which is a broader concept than the ‘eguity’ on the face of the statement of
financial position, are:

- to comply with the capital requirements set by the requlators of the banking markets where the Bank oparates;

= to safeguard the Bank's ability to continue as a going concern so that it can continue to proyide returns for
shareholders and benefits for other stakeholders; and

- 1o maintain a-strong capital base to support the development of s business.
Bassal-lll instructions comprise the following three capital standards:
i Minimum Capital Requirement (MCR):

The MCR standard sets the nominal amount of capital banks / DFls are required 1o held. Currently, the MCR for
banks and DFis is As. 10 billon as prescrnbed by SBR

il Capital Adequacy Ratio (CAR):

The Capital Adeguacy Ratlo assesses the capltal requirement based on the risks faced by the banks / DFis. The
banks / DFis are required to comply with the minimum requirements as specified by the SBP on standalone as well
as consolidated basis. Currently, the required CAR for banks s 11.50% (plus 2.0% for NBP as D-SIB requirement],

iii. Leverage Ratio:

Tier-1 Leverage Ratio of 3% is introduced in responss to Basel Il Accord as the third capital standard, Bank level
disclosure of the leverage ratlo and its components has started from December 31, 2015. The Bank has a leverage
ratio of 3.47% In the year December 31, 2021 (2020; 4.06%) and Tier-1 capital of As. 199,752 miliien (2020: Rs.
172,898 million).

The SBP's regulatory capital as managed by the Bank is analysed into following tiers:
1. Tier 1 Capital {going-concern capital)

. Commaoan Equity Ter 1

= Additional Tier 1

- Tier | capital, which comprizes highest quality capital slement and include fully paid up capital, balance in share
pramium account, reserve for jssue of bonus shares, general reserves and un-appropriate profits (net of
accumulated losseas, if any),

2, Tier 2 Capital (gone-concern capital)

- Tier Il capital, which includes general reserve for loan losses, revaluation reserve, exchange translation reserve and
subordinated debt,

Basal Il capital rules requires bank to make certain deductions from the capital before amiving at the Capital Adequacy
Ratio (CAR).

Risk weighted assets are measured according to the nature and reflact an estimate of credit, market and other risks
associated with each asset and counterparty, taking info account any eligible collateral or guarantees. A similar treatmant
is adopted for off-balance sheet exposures, with some adjustments toa reflect more contingent nature of potential losses.

The Bank's policy 1s to maintain strong capital base so as to maintain, investor, creditor and market confidence, and to
sustain future: development of the business. The adequacy of the Bank's capital is monitored using, among other
meadsuras, the rules and ratios established by the SBP. The ratios compare the amount of eligible capital with the total of
risk-weighted assets. The Bank monftors and reports its capital ratio under the SBP rules, which ultimately determines the
regulatory capital, required to be maintained by Banks and DFls.
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Notes to and forming part of the Unconsolidated Financial Statements
For the year ended December 31, 2021

The paid-up capital of the Bank for the year endad Decamber 31, 2021 stood at Rs. 21,275 million (2020: Rs. 21,275 million)
and is in compliance with the SBP requirement for the said year In addition the Bank has maintained minimum Capital
Adequacy Raftio (CAR) of 20.39% (2020: 19.78%).

There have been no materal changes in the Bank’s management of capital during the year,

2021 2020
Minimum Capital Requirement [MCR): ————{Rupeaes in '000}——
Pald-up capital (net of lozses) 21,575,131 2127513
Capital Adequacy Ratio (CAR):
Efigible Comman Equity Tier 1 (CET 1) Capital 199,752,308 172,896,361
Eligible Additional Tier 1 {ADT 1) Capital & :
Total Eligible Tier 1 Capital 199,752,308 172 BOE. 361
Eligibte Tier 2 Capital 64,343,018 55,224,088
Taotal Eligible Capltal (Tier 1 + Tier 2) 264,006,327 228,120,459
Alsk Welghted Assats (RWAs):
Cradit Risk 983,659,218 58,263,350
Market Risk B2.342.372 B7, 765,828
Operational Risk 229,114,480 207,071,580
Total 1,285.116,070 1,153,100,758
Commen Equity Tiar 1 Caplital Adequacy ratic 15,42% 14.90%
Tier 1 Capital Adequacy Ratio 15.42% 14,994
Total Capital Adequacy Ratio 20.39% 19.78%
Laverage Ratio (LR)
Eligitite Ties-1 Capital ] 188,752 308 172,896,367
Total Exposuras 5,758.085,315 4,256,253,296
Leverage Raticr 3AT% 4.06%:
Liguidity Coverage Ratio (LCR):
Total High Guality Liquid Azseats 1,362,545,096 1,200,257.790
Total Net Cash Outflow B28,459,514 GhG.T22.922
Liguidity Coverage Ratio 164% 180%
Net Stable Funding Ratlo (NSFR):
Total Avallable Stable Funding 2,753.443,506  2,309,310.465
Tolal Required Stable FL_Il'H:Ii'ng 890,042,101 801,126,786
Met Stable Funding Ratio 278% 256%

The full disclosure on the Capital Adequacy, Leverage Ratio and Liquidity Requirements as per SBP instructions

issued from time to time, is available an

httpssfwww.nbp.com.pk/blsd/

NBF's website. The link

o the full disclosure Is availgble at
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Notes to and forming part of the Unconsolidated Financial Statements
For the year ended December 31, 2021

which is continuously evolving In various firancial ‘activities including loans and advances, commitments: to [and,
contingant liabilities such as letter of cradit and guarantess, and other types of both on and off-balance sheet transactions.
The Bank has a dedicated setup led by Chief Risk Officer that ensures the sffectivenass of the frameworks for assessment
{ measurement, review and reporling of credit risk under supervision of Board Risk and Compliance Committes.

The Bank has in place Risk Appetite Framewark and Credit Risk Concentration Management Framewark to ascertain the
levels of credit risk it underfakes by placing limiis on exposures in relation fo existing or poteritial ebligors, sconomic
groups and o varnous industry segments. Persistert locus on malntaining a robust risk management framework
encompassing structured assessment models, effective pre-disbursement evaluation tools and an array of post
disbursement review syslems has enabled NBP to effectively manage its credit risk.

The Risk Management function of the Bank is regularly conducting assessments, on perpatual basis, of the credit portialio
to identify borrowers and sectors most likely to get affected due to changes in the business and economic environment
locally as well as giobally. The Bank is cognizant of the fact that COVID-19 situation is posing challenges for the industry m
general, and for the risk management function in particular. Bank |s proactively keeping an eye on the delinguency In the
aceounts, financial position of the counterparty and other relevant infarmation.

Credit review and approval process of the Bank is well-defined and Is managed under strict supervision of senior
management. For analysis of counterparties within various asset classes / constitutions / economic group, the Bank has in
place a statistically validated rating madel, which further enhances the credlt risk analysis. This creales an integral
contribution In decision making by senior management of the Bank. Concentration of exposure / risk in any of
countarpartly, Bconomic group, or industry |s assessed frequently and accordingly limit setting is tailored.

The Bank has also engaged itsell towards implementation of IFRS 9 standard, which is currently in paraliel-run phase. The
standard sets out new model for financial assets, which requires recognition of impairment charge based on an ‘Expected
Credit Loss' approach rather than the ‘Incurred Credit Loss' approach as cumently followed.

Moreover, under the leadership of CEO & CRO, the credit approval process was brought in line with global best practices
by implementing the delegated approval authorities to Country Credit Officer (CCOY) & Seniar Credit Cfficer (SCO). This has
vastly improved the turnareund time (TAT) for credit approvals besides a focused approach to asset / loan maonitoring. The
SC0s have heen assigned loan portfolios per their expertise Le. 1DG. CIBG, IFRG & Special Asssts (Remedial).
Furthermore, tha risk team has also started making joint visits with the business teams o customers site which has proved
to be very helpful In undarstanding the ground realities and also supports in making an informed decision.

Retall & Program Lending Gmoup has recently besn established within Risk Management umbrella. This Group will
strengthen focus on products that are managed on program lending basis and will add controls; governance and risk
culture around it, Group has bean organized on a Cradit Cycle approach, with an end fo end credit view. It is engaged n
areas of Policy & Portfolic Management, Credit Approvals, Collection & Recovery Oversight, Automation & Risk
Technology, MIS & Prolect Management, Quality & Compliance, etc. To ensure that the group plays a key rale, its Group
Head has besn added to Managament Credit Cormmittes as a voting member. Given the ovarall focus on this area, Retail &
Program Lending Risk will play a significant rale within larger scheme of Risk Management Group in 2022,

Currently undar Base| Framework, Standardized Approach is bsed to caloulate capital charge for credit risk waighted
assets, with simple approach for credit risk mitigation. Additionally, stress testing for credit risk is completed on regular
basis 1o evaluate the conceivable effects of scenarios provided by the reguiator.

Particulars of the bank's signifiicant on-balance sheet and off-balance sheat credit risk In various seclors are analysed as
follows:;

47.2.1.1Lendings to financial institutions
Credit risk by public / private sector

Gross lendings Non-performing lendings Provision held
2021 2020 2021 2020 2021 2020
{Rupeas in '000) -
Public / Government - - = - = =
Private 335,640,825 126,980,825 174,150 176,150 174,150 178,150
335,640,825 126,980,825 174,150 176,150 174,150 176,150
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47.

471

47.2

47.2.1

RISK MANAGEMENT

Risk management is about understanding and managing the potential for volatility of earmings, loss of access to refiable
deposits and funding and depletion of capital arising from the business actwities, whilst pursuing iis strategic objectives.
The Bank has in place a well-defined rsk management strategy / policy with clear cbjectives and deliverables through
multi-pronged risk management processes,

The Bank applies the Basel framework as a cornerstone of the NBP's risk management framework and capital strateqy.
The Bank maintains a strong capital, funding and liquidity position In line with Its on-going commitment to maintain
balance sheat strength, The strength of risk profile management of the Bank stands at the following pillars!

- Identification and assessment of significant material risks.
- Oversesing and managing the risk profile of the Bank within the context of the risk appetite.
- Optimize risk / return decisions by aligning them to businegss objective of achieving sustainable optimum growth.

Information Security Division (ISD) s also an Integral part of Risk Management Group to oversee independently the
emerging information / eyber security risks.

In arder to support Aisk Management Group (AMG's] activities, the strong data management mechanism is also in place ta
collect and consolidate exposure wise information various risk related analysis and reviews. The mechanism also helps in
identification of e-CIB related information, performing periodic review, generates reports and highlights inconsistencies
and ermors, and issuing instructions to the relevant data eniry polnts for rectification.

Risk Governance Structure

Risk Management Group (RMG) operates as an independent group uncler the supervision of Chiel Risk Gfficer {CRO).
RMG's scope and coverage has been enhanced to cater enterprise-wide risk management, credit approvals, and program
tending. CRO reports directly 1o the Président with a dotted line reporiing to the Board Risk & Compliance Committes
(BRCC). The group is responsible to perform the functions pertaining to development and ovarsight of tha risk framework,
meathodologies and other functions assigned from time 1o time in ling with local / international best practices and under the
suparvision of SBP's regulations / guldelines.

The Bank's Board Is responsible to ensure active oversight over Implementation of policies and frameworks so as to
prevent any significant financial loss or reductions in shareholders’ value that may be suffered by the Bank. Therefare, it is
the responsibility of the Board to ensure that policies and frameworks are in place to recognise all significant / material
risks to which the Bank is / may be exposed and that the required human resource, culture, practices and systems are
adequate to address such risks. The Board and its relevant committee, |.e. Board Risk and Compliance Committes (BRCC)
and the senjor management along with its relevant committees L.e. Managemeant Cradit Committes (MCC), Enterprise Risk
Committee (ERC), Asset and Liability Commities (ALCO) etc. are responsible to ensure implementation of risk
managemaent framework.

Risk Management Framework

The Bank's risk management policies are established to identify and analyze the risks faced by the Bank, 1o ssi
appropriata risk limits and controls, and to monitor risks and adherence to limits. Risk management policies and sysfems
are reviewed requiarly to reflect the changes in markeat conditions, products and services offered.

The Bank implements risk management framework through a Thres Lines of Defence’ model which defines clear
rasponsibilities and accountabilities for various offices and ensures effective and independant oversight and also that the
activities take place as intended. RMG together with Compllance Group acts as second line of defence and performs
infegrated function of oversight and indepandently challenges the effectivéness of risk management actions taken by
business groups, who are the first line of defence. The risk management s further strengthened by the thind line of
defence, where Board Audit and Complignce Committee and Audit and Inspection Group add value through independent
and objective assurance in impraving risk management functions of the Bank.

Following paragraphs introduce Bank's exposures to material risks associated with its business activities and explain
overall strategles and processes to manage those raks:

Credit Risk

Credit Risk arises from the potential that & customer's or counterparty’s willingness or ability to mest such an obligation is
impalred, resulting in an economic loss 1o the bank. NBP's lending activities account for most of the Bank's cradit risk
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Notes to and forming part of the Unconsolidated Financial Statements
For the year ended December 31, 2021

47.2.1.2 Investment in debt securities

Gredil risk by industry sector

Gross investmeants Nen-perfoming investmants Pravision held
2021 2020 20 2020 2021 2020
(Rupees in "000)

Cement 470,168 470168 20,168 20,168 20,168 20,168
Chemical 2,076,742 2,073,812 326,742 323,812 326,742 323,812
Construction 3,380,824 3885420 1,633,738 1,633,739 1,633,739 1,833,738
Enginearing 4,842 4,842 4.842 4,842 4,842 4,842
Fertilizer 655,109 1,040,960 -ﬂ5_5,1 08 656,831 655,109 636,831
Sugar 709,719 766,719 709718 766,719 709,719 766,719
Textie 1,079,625 1,151,054 651,053 651,054 651,053 651,054
Transport - - - - - -
Finangial 8,734,656 9,658,543 201,252 210,020 201,252 141,681
Efectronics and electrical appliances 1,308,738 1,308,738 1,308,738 1,308,738 1,308,738 1,308,738
Glass and Ceramics 11,361 11,361 11,351 11,361 11,361 11,361
Laather and Tenneries 5.288 5,288 5.288 5.288 5,288 5.2688
Food and Personal Care Products 11,184 11,184 11,184 11,184 11,184 11,184
Pharmaceuticals 2413 2413 2413 2413 2413 2413
Technology and Communication 11,072 11,072 11,072 11,072 11,072 11.072
Yanaspat] and Allied Industries 4,238 4,238 4,238 4,238 4,238 4,238
Cil and Gas Marketing BT BBT 687 BET 637 687
Cabile and Electrical Goods 4,509 4,509 4,508 4,509 4,509 4,509
Automobile Parts and Accessories 1,185 1,185 1,185 1186 1,185 1,185
Power (electricity), Gas, Water, Sandtary  34,545470 37,903,004 - - e -
Tohaoco 144 144 144 144 144 144
Paper and Board 10,794 10,794 10,794 10,794 10,794 10,794
Juts 7,081 7,081 7,081 7.081 7,081 7,081
Metal Products 500,000 500.000 - - - -
Services 867.239. 890,258 - = = -
Miscallensous 467,203 891,002 25,996 25,992 25,996 25,991

55870201 60,614,725 5,607,314 5671871 5607314 5,803,540

Credit sk by public / private seclor

Gross investments Non-performing Investments Provision held
20 2020 2021 2020 2021 2020
(Rupees in "000)
Public / Government 29,853,090 31,810,714 7,620 7.620 7.620 7,620
Private 26,017,201 28.804.011 5,680,694 5.664.251 5,599,694 5595820

55,870,291 ©60,614,725 5,607,314 587187 5,607,314 5,603,540
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Notes to and forming part of the Unconsolidated Financial Statements
For the year ended December 31, 2021

47.2.1.3 Advances
Credit risk by industry sector Giross advances Mon-performing advances Provision held
2021 2020 2021 2020 2021 2020
(Aupees in "000)

Agriculture, Forestry, Hunting & Fishing 71243087 63054331 7208158 6204000 5,192.290 4514299
Mining & Quarrying 88,334 280,368 11,336 117.440 11,338 117,448
Tentile 160,048,253 132,701,566 36,876,601 47427234 36828216 35611823
Chemical & Pharmaceuticals 5,284,057 4,033,024 271312 2645492 2,661,064 2,634,249
Cement 32057795 53124120 617887 EANATT 4,084,267 4,083,767
Sugar 35639218 35,237,473 15354821 15335077 15354821 14,335,087
Foolwear and Leather garments 2,016,893 2,461,054 892,779 840,449 BaT 472 840,114
Automobsie & Transportation Equipment 8,567,080 6,607 421 940,147 471,267 937,456 966,887
Electronics & Electrical Appliances 9684327 10,036,223 2380885  2,232.278 2,370,272 2,223,278
Construction 20,183,083 12,258,203 9643454 4484620 £,754,352 4,481,950
0ff & Gas 102,762,247 82,061,196 20216650 5413208 20,074,535 4,526,541
Pawier (electricity), Gas, Water, Sanitary 108,046,668 201,186,044 13209848  7.789,326 8,311,105 6,745,325
Wholesale and Retall Trade 42441006 38,564,735 10,731,332 13,444,080 10675368 12,012,896
Exports |/ Imparts 1,501,450 1,687,708 - - . .
Transport, Starage and Communication 55054805 55,176,582 12774422 11248175 10,353,422 9,169,761
Financial 32,198,215 6,083 650 302,384 308,375 309,394 308,975
Services 3B006872  32.830,062 4298462 4452760 2,540,822 2,606,881
Individuals 196,128,761 184,020,751 6,150,281  5300,1%6 4,300,297 4,085,882
Fartilizer 11602568 15733123 2588462 2,947,539 2,947,541 2,888,738
Metal Products TILO0TF0S 67313302 25680256 25,111,134 25,511,029 24557 341
Telecommunication 22,011,036 17,064,247 1,156,813 1,158.350 1,136,813 1,158,350
Public Sector Commadity Operations TTMEATA 62413440 - 74,108 74,108 74,198 74,198
Rica Trading & Processing 37707920 30685877 4780678 4685312 4,555,487 4,537,360
Foad and Tobacoa 16080605 13,995,035 6959780 5224085 6,336,654 5,200,684
Glass and Ceramics 8,070,726 5,859,200 389,447 396,911 380,447 396,911
Papar & Board 27%,772 1,601,970 1,183,718 1,187 897 1,183,719 1,187,897
Engineering 32121938 33444437 1422820 1416950 1415149 1,410,274
Flastic Products 2,662,060 2,627 648 872,005 851,148 670,607 £48,950
Media 1,529,488 2,189,405 381,881 718,124 208,971 203,124
Flour Mills 2663013 2,713,758 649,015 638,998 585,705 524,012
Sports Goods 1,280713 978,994 23818 93618 93,618 93,618
Surgical equipments 824,409 A27.764 12,151 64,674 8,558 B4 674
Others 2,578,157 2,017,760 1,525,315 1817521 1,526,315 1,730,678

1,305,176,798  1,158,873,747 197,038229 171,284,133 179311,722  154,145.472
Crecit visk by pubilc / privita Sactar Gross advances Non-performing advances Provision held

2021 2020 2021 2020 201 2020
{Rupees in '000}

Public / Governmant 420,736,532 337572330 - 2672432 - 2522432
Private BBAA40,266  B22.301.417 197,838,209 168,621,701 178,311,722 151,623,040

1,305,176,798  1.158,873.747 197938220 171,284,133 179,311,722 154,145,472

Annual Report 2021



@NBP i

Notes to and forming part of the Unconsolidated Financial Statements

For the year ended December 31, 2021

47.2.1.4 Contingencies and Commitmenis

Credit risk by industry sector

Agriculture, Forestry, Hunting and Fishing
Mining and Quarrying

Textile

Chemical and Pharmaceuticals
Cemant

Sugar

Footwear and Leather garments
Automobile and Transportation Eguipment
Electronics and Electrical Appliances
Construction

Ol & Gas

Power (electricity), Water, Sanitary
Wholesale and Retall Trade

Exports/ Imports

Transport, Storage and Commumcation
Financial

Services

Individuals

Fertilizer

Metal Products

Telecommunication

Public Sector Commodity Operations
Rice processing and Trading

Food and Tobacco

Glass and Ceramics

Paper and Board

Engineering

Plastlc Products

Surgical equipments

Others

2021 2020
------ -{Rupees in '000)—————

100,504 170,777
1,418,487 2,605,392
25,421,310 18,571,105
6,001,560 9,558,756
9,718,289 4,269,235
592,840 303,184
182 162
4,435,897 11,886,834
2,843,195 2,959,697
9,718,062 9,036,763
104,645,267 39,173,307
61,808,701 83,646,557
2,346,016 1,624,388
272,733 317.086
47,721,546 28,020,866
719,855,625 544,516,361
1,355,079,802 950,517,287
77,114 394,092
3,652,239 1,394,690
15,961,141 9,828, 654
25141,852 14,070,734
8,249,178 12,565,661
20,825 38,174
448,128 376,730
1,484 463 1,007,344
2,046,783 551,469
77,952,489 43,596,296
258,541 27,432,671
19,459 750
3,411,207 2,347,864
2490,504,435  1,820,783,867

* Contingent Habilities for the purpose of this note are presentad at cost and includes direct credit substitutes, transaction

related contingent liabllities and trade related confingent liabilities.

Credit nsk by public / private sector

FPubilic / Government
Private
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2021

2020

e ——{Rupees in '000)-———

1,402,649,361 948,334,918
1,087.855.074 872,448,549
2,490,504,435

1,820,783, 867
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Notes to and forming part of the Unconsolidated Financial Statements
For the year ended December 31, 2021

47.2.1.5 Concentration of Advances

The bank's top ten (10) exposures on the basis of total (funded and non-funded exposures) aggregated to Rs. 1,474,941
milion {2020: Rs. 1,093,518 million) are as following:

2021 2020
—————{Rupees in '000) ————
Funded 244,605,208 250,314,704
Non Funded 1,230,335,750 843,203,477
Total Exposure 1,474,940,958 1,093.518,181

The sanctioned limits against these top 10 exposures aagregated 1o Bs: 1,563,667 million (2020: Rs. 1,280,786 million).

Total funded classified therein 2021 2020
Amount Provision held Amount Provision held
{Rupees in "000)
Loss - - 2,522,432 2,522 432
Total - - 2522432 2,522 432

Far the purpose of this note, exposure means oltstanding funded facilities and utilised non-funded faciiities as at the reporting date.

47.2.1.6 Advances - Province / Region-wise Disbursement & Wtilization

2021
Disbursements Utilization

. 3 = : AJK including

Provinte [ Region Punijab Sindh Balochistan Istarmahd Gilgit-Balt
(Rup=es in '000)
Punzab 227,503,486 221078413 1855506 3.944.464 - 11,120 613,903
Sindh 479,243,405 4,500,000 466,243,405 . - 8,500,000 -
KPK inciuding FATA 11,658,517 - - 11,688,517 - - -
Balochistan 3,678,107 - - - 3,678,107 - -
Islamabad 62,861,679 12,830,357 9,892,187 3,089,940 - 37,039,185 -
AJK inchudirg Gilgit - Baltistan 7,310,487 x - = - - 7,310,487
Total 792,285,691 238408770 477891188 18742921 3678107 455503156 7,924,390
2020
_ Dighursaments Utilization
Provings / Plagion b Singh KPE #E%Jlétdlng Bakachistn gﬂm l'nclumm;
{Hupaes in '000)

Punjsh 210145408 207,831,532 1,525,942 - 587.834
Sindh 390,658,220 4,704,208 377.454.014 - +* 8,500,000 -
KPH inctuding FATA 6176877 - . 6,178,877 - - -
Balochistan 3,855,824 . * - 3332024 - 523,000
islamatad 49,951,187  BBS3 822 12271029 1,712,540 - 27,153,696 -
AJK incheding Gilgit-Baltstan 2,798,820 - : - - . 2,788,820
Tatal BE3. 626,536 221,480,660 391,350,985 7883517 3332924 35,653,608 3,908,754
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Notes to and forming part of the Unconsolidated Financial Statements
For the year ended December 31, 2021

47.2.2 Market Risk

Market Risk is the value of on and off-balance sheet positions of a financial institution that will be adversely affected by
movemeants in market factors such as interest rates, foreign exchange rates, equity prices, credit spreads and / or
commodity prices resulting in a loss to earnings-and capital.

The Bank's market risk is managed through Market Risk Managemant (MAM) Framework approved by the Board which
is comprised of related palicles / procedures with the objective to mitigate market risk. Bank has In-place scorecards /
criteria for various market risk limits. Under the developed Value-at-Risk (VaR) models and poliey framework, VaR limits
are being monilored with an objective to be used lor capital charge calculation under IMA approach in futura.

Standardized Approach s used to calculate capital charge for market risk as per Basel framework. Whereas, stress
testing for interest rate, equity prices, and exchange rates risks activities Is carried out regularly to estimate the impact
on the capital of the Bank.

In addition to the regulatary requirements, Bank has devised proprietary markat risk stress testing scenarios which are
performed on penodic basis to assess the impact on capital of the Bank for Internal Capital Adequacy and Assessment
Process (ICAAP). Limits / zones and Management Action Triggers and Management Action Plans coresponding to
Liguidity Ratio, Balance Sheet Duration Gap, Government Securities PVBFP and Duration have also been developed.

47.2.21 Statement of Financial position spiit by trading and banking books

200 2020
Banking book  Trading book Tatal Banking book  Trading boak Tatal
{Rupees in "000)
Cash and balances with treasury banks 278,747,058 - 278,747,050  249.259,590 - 249,259,600
Balances with other banks 17,667,067 - 17,667,067 14,227,355 - 14,227 385
Lendings 1o linancial institutions 335 466,675 i 335,466,675 128,804,675 - 126,204,675
investments 1,818433,016 116,737,626 1,938,170,642 1 366.741,881 86,656,185 1.463,308,076
Advancos 1,113_.392.-!_35 - 1.1 1-‘!.392._435 983,254 52T - 983,254,527
Fixed gssats 54,251,555 - 54,251,555 54,413,493 - 54,413 483
Intangibis assets 502,791 - 502,791 303,813 = 303,813
Fight of use assets 6,605,400 - 6.605.400 6,660,684 - 6,660,684
Crelarrad tax assat 1,625,647 - 1,625,647 - - -
Cifhier assats 100,255,148 - 100,255,148 110,195,768 - 110,195,768

3726946843 119,737,626 3846684460 2911870786 96656185 3008526881

47.2.2.2 Forelgn Exchange Risk

Fareign exchange and translation risk arises from the impact of eurrency movements an the value of the Bank's cash
flows, profits and losses, and assets and liabilities as a result of participation in global financial markets and international
oparations.

In order to manage currency risk exposure the Bank enters into ready, spol, forward and swaps transachions with the
SBP and In the jnterbank market, financial institutions and corporates: The Bank's forsign exchange exposure comprises
of forward contracts, purchases of foreign bills; foreign currencies cash in hand, balances with Banks abroad, forsign
placements with the SBP and foreion curmencies assets and llabilities. Forelgn Exchange exposure is managed within the
statitory limits, as fixed by the SBR Appropriate segregation of duties exists between the fronl, middie and back offica
functions.
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Notes to and forming part of the Unconsolidated Financial Statements
For the year ended December 31, 2021

201 2020
Foreign Foreign  Off-balance  Net foreign Forelgn Farsign Off-batance  Net forsign
curmency qurmency shest cumency currensy curency shast currency
assals liabifities items axpaaura assels [sbilities ilams Expostirs
(Rupees in '000)

United States Dollar 230,350,433 321,577,638 87,452,155 (3,766,050) 157851413 249206809 115295103 23,853,707
Great Britain Pound 5010,104  5950,831 4303047 3,362,320 4236300 5513700 3235840  1,858380

Japanese Yen 3938966  2,283911 2315204 2,970,349 4077288 1123760 166,624 3,122,153
Euro 13,402,801 10,043,837  7.628.240 1,987,213 8364855 100430867 3482911 1783798
Other currencies 72,736,519 18,379,635 3,130,155 57,487,008 65404170 20499900 2995887 47,991,148

275,447,823 386,235.852 104828000 62040871 240004006 286576235 125163365 78,609,168

2021 2020
Banking book Trading book Banking bock  Trading book
{Rupess In '000)
Impact of 1% change in foreign exchange rates
- Profit and loss account - - - -
- Other comprehensive income - 620,400 - 786,062

47.2.2.3 Equity position Risk

The trading activilies aiso raisa risk which ocours resulting in negative fluctuations of daily stock prices specifically in
those stocks which are held by the Bank, hence, deplete capital. The Bank's equity position is managed through limits
imposed by regulator for both, overall investment and exposure in single serip. Moreover, internal limits are sat 1o
possibly manage overall earnings in the form of placing of stop loss limits and/ or through diversification within the
structure of overall eguity position portfolio.

2021 2020
Banking book Trading book Banking book  Trading book
{Rupeas in ‘000)
impact of 5% change In equity prices
- Profit and loss account . - - -
- Other comprahensive income 2,671,767 - 3,065,915 -

47.2.2.4 Yield / Interest Rate Risk in the Banking Book (IRRBE)-Basel Il Specific

Interast rate nisk specifically arises dusa 1o adverse movements In yield curve of underlying asset which Is baing
monitored by ALCO with an objective to possibly limiting the potential impact over the profitability of the Bank which
may resull m instability of market based interest rates and mismatching or gaps in the amount of financial assats and
financial llabilities in different maturity time bands. Bank assumes that the sources of IRR are based on following sub-
risks.

- Re-pricing risk; arising from changes to the overall level of interast rates and inherent mismatches in the re-pricing
term of banking book items.

- Yield curve risk; arising from a change In the relative level of Interest rates for different tenors and changes in the
slope or shape of the yield curve,

e Basis risk: arsing from differences between the actual and expected interest marging on Banking book items over
the implied cost of funds of those items.
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Notes to and forming part of the Unconsolidated Financial Statements
For the year ended December 31, 2021

47.2.3 Operational Risk

Operational risk is the risk of loss resulting from inadequate or falled internal processes, people and systems or from
gxternal events. This definition includes legal risk but excludes strategle and reputational risks. To mitigate, operational
risk & Operational Risk Management (ORM) Framework has been developed to allgn the Bank's oparations with sound
practices of operational risk by Basel framework. ORM Framework provides guidance for setting the operational risk
strategy of the Bank, selection and adoption of risk and loas measurement tocls, reporting, and establishment of
operational risk managament processes.

Operational risks are a core component of doing business arising from the day-to-day operational activities of the Bank
fncluding faunching of new products-and services by the bank. Bank realises that operational risks cannot be fully
mitigated, it therefore determines an appropriate balance between accepting pofential losses and Incurring costs of
mitigation.

Further, the Bank has adopted a cemprahensive Operational Risk Management Strategy and Operational Risk Tolerance
limits approved by the Board in-line with Basel framework. Furthermore, the Bank has rolled-out Operational Less Data
Collsction Mechanism wheraby field functionaries and Groups/Divisions at head office are responsible to report
operational losses under their jurisdictions on a certain frequency. Operational loss avents are reviewed and appropriate
corective measures are taken on an ongoing basis. Risk Evaluation exercise is carried oul for naw products, processes
and systemns as per the operational risk policy of the bank.

The Bank has also conducted analysis of major Operational Risk Incidents covering key control lapses and accordingly
suggested recommendations & mitigations, As per Basel requlatory framewaork, the Bank calculates caphtal charge for its
operational risk using Basic Indicator Approach, This approach is congidered most sultable in view of the business model
of the bank which relies on an extensive network of branches to offer banking services to its customers.

Moreover, the Bank closely monitored the situation and undertaken required actions to ensure the safety and security of
Bank staff and maintenance of service to its customers. The Senior Management of the Bank including the Covid Crises
Management Team closely monitored the situation, and took timety decisions to resolve any concems.

The Bank continued to take measures 1o ensure the maintenance of therr service levels. resolved customer complaints to
maat the expectations of ils stakeholders,

The Bank's operations:stayed highly resilient and the Bank deployed all necessary measures for the health and safety of
its amployees to prevent tham from the pandemic situation.

47.2.4 Information Security Risk

Cyber Security is one of our top prionty risks. Considering extensive customer base and increasing digital footprin,
machanism has been devised for upscaling of technology infrastrugture and related channels from information securnty
standpoint. Further, due to evolving cyber threat landscape. the Bank has taken appropriate actions to monitor ard
respond to cybersecurity risks and adopted a heightened state of cybersecurity. We are living in the highly technology
dependent environmeant, whare most of the business functions are perdormed with information technology for storing,
processing and sharing information; the information “assets” that are being used to store, process and transmit the
information, face various types of threats. If threats get materialized and ara able to exploit the vulnerabilities (weaknesses)
prasant in these information assets. the confidentiality, integrity and availability of information get compramisaed. norder to
mitinate the risks, cerlain controls and counter-measures need to be assessed and implemeantad. The Bark has devised a
govarnance mechanism to manage related nsks through development of Policies and Framework, and deployed sacurnity
toois to snsure adequate implementation of  internal controls ‘amd monitoring of security threats within technology
infrastructure.

Qur stafi Is first line of defence against any cyber attacks therafore the Bank regularly assesses the Information security
controls and undertake employess' awareness and trainings. The Bank works with its key technology partners to ensure
that potential vulnerable systems are identified and appropriate controls, updates and patches are implemented to secure
the systems. The Bank s actively communicating with its customers on interacting with the Bank in a secure manner
through its full sulte of channels Inciuding online and digital banking.
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In the late hours of October 29, 2021 and early morning of Cctober 30, 2021, the Bank’s T Infrastructurs came under a
cyberatiack. As a resull, NBF's business-critical servers along with saveral workstations went down which disrupted the
business operations. The services primarily running on the Windows operating system were impacted. A committes was
formed lo Kesp track of the systams affected and their restorations. The status of the systems that were affected as a
result of cyberattack and their restorations was also reported to the State Bank of Pakistan: The management has also
taken on board various vendors to assist the Bank in carrying out analysis of the potential lapses that led to the attack and
also o take initiatives and develop processes for dealibg with such events in future. The systems of the Bank are up and
running and as per management's assessment, there s no impact on the Bank's T infrastructure as a resull of
cyberattack. The management s cognizart of the fact that cyber security is a top prionty risk and the Bank s taking
appropriate steps o monitor and respond Lo it

47.2.5 Enterprise-wide Risk

In addition to the above mentioned risks, the Bank has a structure to identify residual material risks on periodic basis. The
source of these reperts Includes, but not limited to, the Board approved Intemal Capital Adeguacy and Assessment
Process (ICAAP), which commensurate risks over and above those which directly occurs as a result of dally business and
operations of the Bank. These risks include Concentration Risk, Interest Rate Risk in Banking Book (IRRBB), Increase in
MPL Categories, Reputational Risk, Strategic Risk, elc.

Moreover, all those brewing nsks that are matenal and arise within the Bank or due to inherent behaviour of country's
market and economic conditions, whether in isolation or in combinations are coverad under the Bank-wide Recovery Plan.
These risks are-monitored on certain fragquency and corrective actions are taken as and when deamed nacessary.

Bank's Stress-testing framework, comprises of tools, to deliver a timely assessment of the resilience of the Bank's capital
under stressed conditions to the senior management. [t encompasses simplest to sophisticated stress testing methods to
capture the abnormal movement of market and economy based indicators and to translate such scenarios into projections
of Bank's profitability and capital planning.

This framework paves the way to a quantitative, forward-looking assessment of capital adequacy (movement! leval of
Capital Adeguacy Ratio (CAR) of the Bank) to provide an indication of how much capital might be neaded to absorb
losses, It helps in identifying potential vuinerabllitiss within the Bank and assessing solvancy by applying plausible/ past
adverse scenancs under axtreme conditions,

47.2:8 Liquidity Risk

Liguidity risk is the risk of loss to a bank arising from its inability to meet obligations as they fall due or 1o fund growth in
assets, without ncurring unacceplable costs or losses, Mare simply, lguidity risk |s the possibility that a bank will be
unable ta meet i1s financial commitmeant to a customer, crediton, or investar when due, in a timely and cost-effective
manner.

To mitigate this risk, Bank has arranged diversified funding sources, manages specific assets with liguidity in mind and
monitars liquidity on daily basis, In addition, the Bank maintalns statutory deposits with central Banks inside and outside
Pakistan. The purpose of lquidity management is to ensure that there are sufficient cash flows to mael 2l of the Bank's
Habilities: when due, undar both normal and stressed conditions without Incurring unacceptable losses, as well as o
capltalize on cpportunities for business expansion and profitability. This includes the Bank's ability to meel deposit
withdrawals either on demand or at contractual maturity, to repay borrowings as they mature and to make new loans and
investments, as opportunitles arise.

Asset and Liability Committee (ALCO) is responsible for ensuring that the Bank has adequate liguidity and monitors
iguidity gaps. to execute this responsibility. Mandatory as well as advanced / optional stress testing and ratio based
hquidity assessmants are performed to proactively identify and manage liquidity position, needs / requiremeants. Bank has
various limits / ratios, tnggers and management actions in place 1o monitor and mitigate liquidity nsk. The Bank caloulates
and rmonitars, on regular basis, Basel-|ll Liguidity standards (includes LCR. NSFR and LMTs), liquidity ratios as per SBF
parameters besides other internal liquidity measures.
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47.2.7 Derivative Risk

A derlvative is a contract that derives its value from the performance of an underlying asset which can be an Index, interast
rate, commodity price, security price, FX rate etc. Derivatives Include forwards, futures, foreign currency and interest rate
swaps, options etc. In Pakistan, futures and forwards are most commaonly traded derivatives.

Currently, the Bank |s not an active participant in the Pakistan derivatives market as it dogs not hold an Authorized
Derivative Dealer (ADD) licence to perform derivate contracts. Once acquired, the Bank will carry out the fransactions
which are permitied under the Financial Derlvatives Business Regulations |ssued by the SBR which may Include Interest
rate swaps, forward rate agreements, foreign currency options etc.

Moreover, the Bank may also offer other derivative products to satisfy customer requirements, specific approval of which
will be sought from the SBP on a transaction by transaction basis.

48. EVENTS AFTER THE REFORTING DATE

The Board of Direclors has proposed a cash dividend of Rs. 1 per share (2020: Rs. Nil per share) amounting to Rs.
2,127.513 million (2020: Rs. NIl at its mesting held on March 08, 2022 for approval of the members at the annual general
maeting to be held on March 30, 2022. These unconsolidated financial statemants do not reflect this appropriation as
explained in note 5.20,

48. CORRESPONDING FIGURES

Certain corresponding figures have been reclassified whemver necessary to confirm to the presentation adopted (n the
current year,

50. GENERAL
50.1 Figures have been rounded off to the nearest thousand rupaes,

51. DATE OF AUTHORIZATION FOR ISSUE

The unconsolidated financial statements weare authorized for issue on March 08, 2022 by thae Board of Directors of the

Bank.
Zubyr Soomro Arif Usmani Abdul Wahid Sethi Asil Jooma Ahsan Ali Chughtai
Chatrrman Prezident & CEO Chiaf Financial Officer Dirpctor Deractor

el Repert 2021



Where The Nation Barks

Annexure ‘I’ as referred to in note 11.6 of the Bank’s Unconsolidated

Financial Statements

G EGOE- 2T wbepy ey ptial riming g
s . ; L] 2 : Eri i e B |1y iy nowwy ey 4
L AERAO-O0MEE] D PR v B B b Bty |2 70) e wnay
] 1] 2r5 ZrG Sy peaiEnyy| (R0 wersy PR ety pransyn|
G IELEI0EEE S e T T R EEEEE_
£25 s b B LR, PRUALE LSS SRS WS ART ]
£-piostm-tosze]| beEmyemy s perapEmp e R VEg
008 e 00F 02 Py Sete LY YMUET g (£ TIEEEE o 4T T - -
F e
GOLPROOE-JOLLE] LY O BULYDE W LSS Uy Jopeg seg
fHs Bt il 5 WEDIE 00SEH EYY EIFES] sy EES]
By L0 iay s aeats RESHE R EEEB._EJHM_
=] fea 4 [55i] Pivlilry biling ROy DS by by, palg i At L
ERBLIFS I T} U] ARSI 0N D DO H)
5] pie ] =8 g sbey SEPTE TN worg el
Z-ROSSRRL-T0PIT|
ACAmIS, DGy U roug B
g AL i A
JOOVENS (NG JOCHELS iy JE
B-CERB00- 202 LE
EGTG PGy Nt BUEINE 6
EPILLE-SOTYE
oS MDY {hey hpay]
GRLLIERL ORI
B0 Moy g npiy
E-presigi-anail
WS ey pOGEE PG|
OEREUEE ' f, UNo] P00y Ak EnAnOl LSy -y
E-{COETHE-20ELE: IrREMEEE
e e 62 = ! el s ey | ity qrly (L Bt L it 1|
P51 i al [} f 1 ] 5 £ z
Erp (=T E ] L
I, ik ) (BN M Wi Lo
Jioan | o oo B & PRSI AEE R MO 7] |3 SERDY § MUEH e
liisgiegl | joouewy | do-wuw | jpo-uRium arad o BlswiiBag JE =g Buipiisnng [MENPIU) Jo MAION
L BED psa | Ediooug
000 =y

FE0Z "HE HIBNSDI0 GI0ONT HVIA SHL ONIENG G3QACHC IAOEY HO S334NY ONVSNOHL GIHANNH IAH 40 J373H TVIONYNE HIHLO ANY HO SNVOT 440-NZLUEM DNIMOHS INIWSLVLS

‘Annual Report 2021



FERDSULFERiEY

i) Ewnm)| ooy ke b

e e e

Matlonal Bank af Pakisisn

Annexure ‘I’ as referred to in note 11.6 of the Bank’s Unconsolidated

Financial Statements

BNBP

25 {2 (=47 Iy iy IR Ay Aty umroan| @
PECRROIE LG SN (TS
Eelos re-10ute| Miyn| 'oghg mipesdaA UG Al Emonw sEes

548 L Gif Arg EOYn| By NS #0) IYEs aE)| 2
G-RBOLEER-ZRLH FRCEGIIET PETERYET T

154 i6d [t} gy Jiikip) prelieisngly eI Ny wtdiary Jelfy puisdiuegg g anbuy rogy | (2
ELEEREAS-E0TDY| IDRNBiS SUAN] HE] SRR TatGEN oanmy

k] 748 &9 L ey i R D UEDADY 05 gy BRI ETY G2
G0 LOZES YR O e pealEiyy B4 slmay

B 5g =] PO B il i iy ) IO U WRIGAW Q%G iy iy il 6L
(P0G 5 -COTTn | MDY PR PRGY RASTEY FETYY My e iy E=

L [I]7] Qi IRECHRY QUi =SR] LEEEEN QECLLF EHT HHROGY S I 05 WESERN PR 6 il
o AU AT [N ) Bl ad

g fl#s F95 AT, ST Gy [Ty R 27T AR PR DT /5 DT pdy B L
. o K e dh NEmE 8] Butiay e

Pl ¥id o] iR g 0Ty Ly ZTHAN 6 JEMI N WS g pouy IEEN HEY| L
JECELSSECOEr BU T T ETEN My

918 g B I TR STy |y Bnkisy ) y Fea Py o7y SbwEy @] L
Ei_.m_
S-FEERre-p0ETe | ILmiung WO | o HEEON SEN0H PO SR 5 D3RR

&8 408 i@ e T IRIELR 1) TR v I e OF e ] kL
VBRI - ST (e
B el JORPRRIE (7 DU ueyy lugjy =S

e 7% Fail] UEGSE] Peany| BRI PRRLLBING SIE ERYSETY PRy 0% Sne, pRamn i) £
PR, - S| RS
L= AT TETES O 400 Il

£dn EL6 £l LY (R EE{RY WRIAUE) i) Ll | B O BN wErdh el 3L
TONDROUIS - S (e ey
G-ZErTE-OCER| WAy TR SO (BN T Ol e e i)

HiB e g B DLty iy R 20 Dlodill PULLUUYRY 005 wy Jaouny 0| ||
. -LTSERI002TY| VI ¥ S RYYSL QAT S9F (e NS ) sem

S5l LE] =11 LEH(iFRR P my [y S Lima=g tuEM O iy ERE Al 01
PRS- SRy LREST]
B LG Z00T SR TV B L R 4Em

114 11 1% umgingy Beluttyy g Unesyd QU B LGy Mo A0 0% oy e EE] @

feliig
['om DiM Huw) 033800
T LI ERHEE e L RIS a0 D1 J0 GERIDDY § Uy N R
T TR f dnpey | oL g g Busurbian 18 seragel Bupusnng FEENRIAIPOL P AN
™oy e M

8
._.l._"
2
g




Where The Nation Barks

Annexure ‘I’ as referred to in note 11.6 of the Bank’s Unconsolidated

Financial Statements

gt iy BLRPRIE] RETEN SpEy
g reg i g 030 Rt M RS SNETRG PRI anbes pruusny| 66
ey
FEEESAVE-108Th| 100 uRRA SRR ewnm] ape [ Okooumy ooz aliowy
0 048 04 . ‘ i DT PELILTLYY LEn WESE, RPN wEsEn AeN|  BE
) G-F ERSOTGOL LN HNeLL ESRUCTIY MPRO) I B M_Em_
iyl % [a] £og (UL ] MY e Wil T e T | N
|4 BB COL ] IR 40 g e R sy
FEG L |rep 23] WHE NG ey =iy k] .
SREREG equml)
| BRGECED-I | A Ll peg DOOnD (1 '|Ue emy Whoey sy shegy
s 4 955 - - 8L fiiltag] Uiy URMEg By 1) pouajy Ton| 66
TR L L0y NP (ARG WSCHLNGS IBnLE,) (EEpog stn
i BLE L - . fiLd L T 1| prUlLSE 5 |
E-ZRELCE-COEY WAL (R I TR
S5 ¥ bl : . SFS oty vy Bleg PR W peluTun el (E
£ LATEreS-0CTY| OWPRRNES suIng i) i, O e eBu iy abegy
e s i e S iy L s ey el s wegmy paksl g
BLERLAT]
E-UROCOCR-COZEY] MUEID) PR 0000 DTUNYY SO0 paad Biron Sn0H Moy diy
5 i3 Ll Yy FER0GY Doy Ty Y NPTy oy PogY)  LE
LT Ee e gy LB 0GE) BjEUrG Jeped of by
ais Bs | M RIS WU X [oosRY UBESTH ) ke o 1L
SLC2EFRE-COZLP RSN W TSR] A ()i Ry e sl
] £ ] £Z8 BUHARJIEE] SELEY) LIy dgesy Wl G2
AL Db T WG I L, Ay L ey, i By
58 [] BER HEE Ot MR KITnUE [Eing ] g
BP0 LNE-I0E0T DN TR S TR IR e Ol __Ei
L i LT L] RRTEHY Ty Ay [ R ] s ||
S-CRE 1 Ze-pihy| EEIRUG MEL| 1w Ouyy T comey =y el
i3 1B i . . 18 G RIS My oy Ty aq iy e 92
L
LObEEELi-phasy| i Ul lp) esnE] G oo EEGOY USGETH LEgipusy
251 ThL [ 251 Ty TUSHER R, ) DY joost WerNo | g2
(i T RIIHEY i) W Iy ey nam.....g..._
irs . i Aty £ . Ers HUTNLY A0 0 IS EY i gUunposky @] FE
papuad. 1 GG Eog
JoALEM. e [Lise ) [N DI Y] Sa053e0
i | e g MU EPUIGIIH LRGeS fee T E SSMILEIG DI J0 FRUDDY § AT NS
(visoraal | poseuy | dnopey | jpo-leniie e yo Busauban 18 sapgay Buipueiaing [HENQINP] 0 Biny
™oy ) ey | Edousg

Anual Report 2021



@ NBP ::t:.il Hank af F;::::

Annexure ‘I’ as referred to in note 11.6 of the Bank’s Unconsolidated

Financial Statements

) ErSOERILHGlyIT] PUARMTY IEpALS vl ‘PRORTEUS VI ‘ri-O0 £ H

B% ] ] o] (BFFARY) KUY TR ORIy DRBARY 1THE) oy DaARN D] S
FEECL0L 000k PRSI WO () IO N A BTN

] ] e %3 SR w) IE3] TR sy 25
Bgaean | nest it A "y P Unigey Ly EITOR

il S oisr ok E04r') 06T pilalgyyy Dy HEREN PR a5
BTORA'N
LR ERIRE TR 1N cuRpuy pyiE] Sapuy Losr) giuS e i S pe

1 FETy| i L WO PR | Jop anbemsi | WO PEURLEAW 7 2 entrienyg| o5
Mg
- PEEETRE 055N Py AT T " LT 4 -0 SR

[ [ [ o ismssiHapsl|  'wesiy aesstH paEy ‘el UEsaH PRl 6
i~ iCEEONE-DOPEE wapolies
Fey plsntiy say) PRULLENY | TROR VST W14 m3) T WD) TERDDY LTS
LE2009EE-10eE wpofiag e MEeS v e HIONH

Bil'l il sarl 0t e =g pemuTury =y eyl AN ARG § Expep Sy RN usRl] &
BedVELLGII0ZER| WU (] MO0 OIS O DM el ey

o] ] U o BIGEE Jtyni Ty TR, W ) A0 WROSEL, WU ey ip
Cogtrrag ooty e gy Uty BEm g Deay Lod dy

VR [ 185 i WHIBYS L VSRR BAGHEUN NG BE anbeeyy Ny o] ay
HEWALR ESH Wik, pED EWEL dRpen O
sl = il Of ey iyep L) Suled roep iBeg,

£5h £59 [E98 ESd- BET Mg LES) HE{inpagy ol EFpER aE]| &b
GOFETLSE-(0ZEr] e R0 e A0 AR elol] o Lefen Y

it s g [ QRAICDE L) 1Y) Py T poanpy g o] b
QAL g rin g LT T T T T T TR B T

2 [x77] ] 55 LR pRRALITER Y [PER] LACTEriRsIn upprausp | -
P |y TnEL
b JRBIORE-S0TLK "ty i Jenie) peuiLEyyy R aleiy

il i |348 (4] QPATIT) WT g AT WY RS ¥ AES Ay e
Fignip s afan | BT (1 /PR abegp

Tl bl b5l il g e pemanrg|  pER peanuEgy Bl pelngy prsimr ey
. Gy STRE-SR G| RIS T YES Qe f] il ey dmp) nbamg

L . [ L + ‘ L QU Aty POLLASIT Y 0y LAy inasiy wmrym|  Or

ppatnud — s .
Jnajm M | ) Ton ZiND ] sa0paug
JER | U T 5 URGETH s faimang IBROIITH BUY o SEADYY § adiny ‘oN'g
[Lpvgiedl | peoumuy | dnopey | po-Usjus amall jo BujisnBen 1o seqingey Baymitieing MR [0 DUsTH,
e L) fsalau) | mEdpulig

Annual Report 2021



Where The Nation Barks

Annexure ‘I’ as referred to in note 11.6 of the Bank’s Unconsolidated
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Annexure ‘I’ as referred to in notes 2.1 and 11.7 of the Bank’s

Unconsolidated Financial Statements

Whers The Nation Banks

ISLAMIC BANKING BUSINESS

The bank is operating 188 {2020: 191) Islamic banking branches and no |slamic banking windows at the yaar ended December
31, 2021.

2021 2020
ASSETS Note ————{Rupees in '000)———
Cash and balances with treasury banks 6,581,138 5,713,009
Balances with other banks 12,531 11,0948
Investments 1 49,548,760 42,108,641
Islamic financing and ralafed assels - nat . 42,316,208 37,546,704
Fixed assats 100,620 148,884
Right of use assets (ROUA) 641,973 755,116
Other dssels 1,686,568 2,676,118
Total Assats 100,897,800 88,951,420
LIABILITIES
Bills payabis 339,102
Deposits and other accounis a 84,848,520 75,268,262
Due to Head Office 7,635,926 4,124,758
Lease liabllity against rght of use assels 826,081 803,196
Other liabilibes 455,249 2,198,144

84,166,127 B2.833483
MET ASSETS 6,742,673 6,127,957
REPRESENTED BY
fslamie Banking Fund 4,646,000 3,360,000
Surplus on revaluation of assets 504,005 E59.569
Unappropriated | unremitted profit 5 1,502,668 2,108.388

6,742,673 6,127,957

The profit and loss account of the Bank's Islamic banking branchas for the year ended December 31, 2021 Is as follows:

Profit / return eamed 6
Profit £ return expensed 7

Mt Profit / returm

Other income

Fea and Commission Incoma
Forelgn Exchange Income
Oftiar Income

Total ethar income

Total Income

COther exfienses
Oparating sxpansas
Other charges

2021 2020
Note —————[Aupess in '000)—

7.212,495 7,854,804
{3,180,848) {3.456,533)
4,031,648 4,538,361
285,694 367,852
37,404 56,745
13,218 1,744
336,316 425841
4,367,962 4,564,302
{2.742,428)| 12,453,854)
{1,51 (2.512)
(2,743,844) (2,456,406

Total other expenses

Frofit before provisions
FProvisions and write offs - net
Frofit before taxation
Taxation

Profit after taxation

2,607 896

Iﬁﬂﬁ}ﬁ1 E
%121% tsm.su%
1 2,108,

1,502,668

2,108,388
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Annexure ‘I’ as referred to in notes 2.1 and 11.7 of the Bank’s
Unconsolidated Financial Statements

Costf Provision for | Surphus/ carrin Valle Cost/ Powgontor | Suphs ! Campng
Amavriised cost | diminuticn Delicity Amitestionsd|  diminufion (Deficy Yaka
1 Investments by segments:
[Ruipoes in '000)
Federal Government Secunties;
-ljarah Sukuks 14,000,970 - (31,278)| 13,969,700 | &,000,000 15800 6015600
-Cthers (Ba Muajjal with GOP & 13.30%,) 10,914,185 - - | 10,914,185 11,641,133 11,641,133
24815164 - (31,279 24883885 17,641,133 15800 17,656,743
Won Government Debt Securities
-Listad 8,200,000 . 240,000 | 8,540,000 | 8.400,000 . a4 | ariuT
-Unligiad 155970,208 | '(130807)| 265284 | 16,124 875 | 15,598,747 | (130807)] 332228 15,741,168
24170398  130,807) 625,084 246B4875 23000747  [130.807)  B4306% 24452909
Total Investmenis 49,085,562 (130,807) 504,005 49548760 41580878 (1008070  ©59.589 4210964
2021 2020
8 islamic financing and related assets MNote ———(Rupeeés in '000)—
ljarah 2.1 85,075 168,788
Murabaha 2.2 803,901 3,464 4
Diminishing Musharaka 21,834,074 17,614,309
Istisna - 50,000
Other Islamic Modes (Wakala tul Istisrmar) 8,500,000 8:500.000
Advances against lslarmic assets (Murbaha, DM, Istisna) 11,226,981 B.076,678
Inventory related to Islamic financing (Istisna) 459,000 275,800
Gross Islamic financing and refated assets 43,029,031 38,148,776
Less: Provision against Islamic financings
- Specific (F12,763) (602.913)
- General (59) (159)
(712,822) (B03.072)
islamic financing and related assets - net of provision 42,316,209 37.546,704
2 ljarah vyl
Cost Depreciation
Book Value as
At January1, | Additions / FEa Al January 1 Charge idie at December
m";“' | celatonsy | Pocemberst, | PV agustmentor | December 31, | gy Sy
2021 the yoar 2021 :
{Rupaes in '000)
Plant & Machinery 249,123 - 245257 175,050 35,566 207,075 38,182
(3,866) (3,541)
(28,499 28,011)
Total 488,342 - 454 984 318,554 72,807 350,800 95,075
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Annexure ‘I’ as referred to in notes 2.1 and 11.7 of the Bank’s

Unconsolidated Financial Statements

2020
Cost Accumulated Deprecration
s Book Valus as
Asatlanuary | Additions/ |Asat December| AsatJanuary A.dt!.lslmgenl for |5 & December at Decembar
01, 2020 {deletians) 31,2020 01, 2020 31,2020 31, 2020
thi year
(Rupees in 000)
Plant & Machinary 255,075 - 240123 137 966 42 TE0 175,060 74073
{5,952} {5,676)
Vehigles 2T |z 238218 139,262 42 532 144,504 4.5
{38,583} [37.610)
Total 532887 - 488,342 17248 85,502 319,554 168,788
{44 545) 13,286
Future ljarah payments raceivable
2 200
Later than 1 Later than 1
NS | pewrtioss (Omrtveyears | Tow Mo g | Overfmgen | To
B than5years ? 5 jours
{Rupees in "000)
ljarah rental receivables 71,589 54,398 125,987 85,318 91,280 176,608
2021 2020
Note ———{Rupees in '000)——
22  Murabaha
Murabaha fimantcing 2.2.1 903,901 3,464,401
Advances for Murabaha 1,285,000 1,199,500
2,188,901 4,663,901
2.21 Murabaha recalvable - gross 222 982,249 3.679.825
Less: Deferred murabaha incomea 224 25,980 47,308
Less: Profit recelvable shown in other assets 52,368 118,118
Murabaha financings 803,801 4.464.40
2.2.2 The movemeant in Murabaha financing during the year is as follows:
Opening balance 3,629,825 1.835,295
Sales during the year 7,905,588 10,600,101
Adjusted during the year 10,653,164 B,B05,571
Closing balance 982,249 3,629,825
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Annexure ‘II' as referred to in notes 2.
Unconsolidated Financial Statements

1 and 11.7 of the Bank’s

2021 2020
————={Rupees in '000)———-—

223 MNurabaha sale price 7.805,588 10,600,101
Murabaha purchase price 7,739,500 9,901,022
166,088 699,079
2.24 Deferred murabaha income
Opening balance 47,306 71,106
Arising during the yesar 184,383 287.727
Less; Recognised during the year (205,704) 311.526)
Closing balance 25,980 47,306
3 Deposits 2021 | 2020 |
In Lacal In Foreign In Local In Foreign
Currency cummencles ot Currency currancies ot
(Rupees in '000)
Customers
Current daposits 21,520,192 264,536 21,784,727 26,363,269 111,710 26474979
Savings deposits 42,730,234 . 42,730,234 33,051,442 - 33,051 442
Term deposits 8,148,745 - 8,148,745 10,129,005 10,129,005
72,399,171 264,535 72,663,706 69,543,716 111,710 69,655,426
Financial Institutions
Current daposits 700,103 - 700,103 ir8,039 778,039
Savings depasils 6,064,983 - 6,064,983 3,633,787 = 3,633,797
Term deposits 5.420,728 - §.420,728 1,201,000 - 1.201,000
12185814 - 12,185,814 5612836 - 5,612,836
584,085 264,535 84,849,520 75,158,552 111,710 75,268,262
2021 2020
e {RUpees in '000) ———————
3.1 Composition of deposits
- Individuals 41,007,219 36,485,509
- Government / Public Sector Entities 21,697,189 23,406 681
- Banking Companias 6,873,275 2,608,853
- Nen-Banking Financial Institutions 5,312,538 2,813,883
- Private Sector 9,959,258 9,763,236
84,849,520 75,268,262
3.2 This includes deposits eligible to be covered under insurance armangements amounting to Rs. 43,701 million {2020; Rs.

39,137 million).
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Annexure ‘I’ as referred to in notes 2.1 and 11.7 of the Bank’s
Unconsolidated Financial Statements

2021 2020

—————{Rupees in '000) ———
4 Charity Fund

Opening Balance 621 10,911
Additions during the period
Racetved from customers on account of delayed paymant 79 710
Profit an charity saving account 14 -
74 11,621
Payments / utilization during the period
Education - 1,500
Health 650 9,500
Others 650 11,000
Closing Balance 64 621
Charity amount exceeding Rs. 0.5 million paid to the following organizations.
The Indus Hospital = 3.000
The Prime Ministar's Covid-19 Pandemic Relief Fund -2020 = 5,000
Shaukat Khanum Memonal Trust = 1.000
Institute of Business Administration (IBA) = 1.500
- 10,500
5 Islamic Banking Business Unappropriated / Unremitted Profit
Opening Balance 2,108,388 2.039,140
Add: Istamic Banking profit for the year 1,502,668 2,108,388
Less: Transferred / Remitted to Head Office (2,108,388) (2,028,140)
Closing Balance 1,502,668 2,108,388
] Profit / Return Earned of Financing, Investments and Placement
Profit earred on:
Financing 3,157,329 3,991.54
Investmants 2819221 2,714,544
Placements 560 30.245
Others (Bal Muajjal) 1,235,385 1,258,664

?ﬁ 5495 7,994,894
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Annexure ‘I’ as referred to in notes 2.1 and 11.7 of the Bank’s
Unconsolidated Financial Statements
2021 2020

—————{Rupees in '000) ———
i Profit on Deposits and other Dues Expensed

Dieposits and othér accounts 2,520,353 2 956,846
Amortisation of lease liability against - ROUA 82,908 89.738
Others (General Account) 577,588 409,849

3,180,849 3,456,533

8 Pool Management
NEP-AIBG has managed following pools for profit and loss distribution.
a) General depositor pool

The General pool consists of all other remunerative deposits. NBP Altermaad (the Mudarib) accepts deposits on the
basis of Mudaraba from depaositors (Rab ul Maal), The net return on the pool Is arrived at after deduction of direct
costs from the gross return earned on the pool. The entire net return after paying equity share to Mudarib is
considerad as distributable profit of the pool.

b) Special depositor pools (Total 78 during the year and 44 as at December 31, 2021)

Special pool{s) are created where the customers desire to invest in high yield assets. These pooi(s) rates are higher
than the general pool depending on the assets: In case of loss in special pool, the loss will be borne by the spacial
pool members. The net return on the pool is amved at after deduction of direct costs from the gross return earmed
on the pool. From the net return, and after allocation of share of profit to commingied equity, profit is pad to the
Mudarib in the ratio of the Mudarib's equity in the pool to the total pool. The balance represents the distributable
profit.

[} Equity pocl

Equity pools include AIBG's fund and current account deposits. The equity pool may have constructive liguidation
every month and risk associated with asssts of pool includes operational, market, eguity, returm and Shanah.

Key features and risk & reward characteristics

Deposits are accepled from customers on the basis of Qard (current accounts) and Mudarabah (Saving and term
deposits), No profit ar loss is passed oh to current account depesitars.

For deposits accepted on Mudarabah basis from depositors (Rab-ul-Maal) the Bank acts as Manager (Mudarlb) and
invests the funds in the Sharlah Compliant modes of financings. Rab ul Maal share is distributed among depositors
according o weightages declared for a month before start of the period.

In case of loss in & podl dunng the profit calculation period, the loss is distributed among the depositors (remunerative)
according to their ratio of investment,

For all pools, the Mudarib’s share is deducted from the distributable profit to calculate the profit to be allocated 1o
depositors. The allocation of the profit to various deposit categories Is determined by the amount invested in that category
ralative to the total pool, as well as by the welghlage assigned to the various deposil categories.

The assets, liabilities, equities, income and expenses are segregated for each of the pool Mo pool investment is
intermingled with each other. The risk associated with each pool is thus equally distributed among the pools.
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Annexure ‘I’ as referred to in notes 2.1 and 11.7 of the Bank’s
Unconsolidated Financial Statements

Avenues /fsectors of economy / business where Modaraba based deposits have been deployed.

2021 2020

Sector ———— {Perzentage)

Fertilizer 1.12% 1.54%
Textile 4.60% 3.21%
Fuel & snergy 40.71% A8.019%
Leasing/Modarbas 0.34% 0.21%
Sugar 7.84% 6.51%
Cement 7.43% 8.00%
Gas 0.91% 1.58%
Financial 1.59% 2.00%
Federal Government 24.81% 18.68%
Feal Estate 2.98% 2.20%
Agricufture 0.34% 0.00%
Others 7.43% 6.06%
Total 100.00% 100.00%

Parameters for profit allocation and charging expenses

Profit of the poals has been distibuted between Mudarib and Rab-ul-Mall by using preagread profit shanng ratios, The
share of Rab-ul-Mall's profit has been distributed among different customers using the various weightages assigned to the
different categories of the pool.

Mo provisien against any non performing asset of the pool is passad on to the pool except on the actual less / write off of
such non performing asset, Administrative expense are barne by mudarib and not chamed to Mudaraba poal,

31-Dec-21

Mudarit Share {Rupees in '000)
Gross Distributable Income 4,749,885
Mudarib (Bank) share of profit before Hiba 1,899,055
Mudarity Share in percentage A40%
Hiba from Mudarib Share

Mudarib (Bank) share of profit before Hiba 1,899,055
Hiba from bank's share to depasitors 230,882
Hiba from bank's share to depositors in percentage 12%
Profit rates

During the year ended December 31, 2021 the average profit rate earmed by NBP Islamic Banking Group |s 8.98% and the
profit rate distributed to the depositors is 4,93%.
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Directors’ Report to the Shareholders

Consolidated Financial Statements

Dear Shareholders,

On behall of the Board of Directors, we are pleased to prasent the Directors’ Review together with audited consolidated financial
statement of National Bank of Pakistan "the Bank" and its Group Companies for the year ended December 31, 2021,

Consalidated after-tax profit for the year ended December 31, 2021 amountad to PKR 28.76 Bn, being 6.0% lower than PKR
30.59 Bn earned for the corresponding year 2020. During the year, the Bank's subsidiaries contributed a net profit of PKR 388.95
Mn (2020: PKR 328.06 Mn) towards the Group's profitability, and the share of profits from associates was PKR 23.06 Mn (2020:
PKR 42.81 Mn). A share of profil of PKR 217.51 Mn (2020: loss of PKR 219.39 Mn) was however recorded on account of UNBL, a
UK btased Joint Venture In which NBP has 45% shareholding. Accordingly, consolidated EPS for the year 2021 stood at PKR
13.44 as compared to PKR 14.33 for the coresponding year. As of December 31, 2021, consolidated assets of the Bank
amounted to PKR 3,857.03 Bn ie. 27.8% higher than December 31, 2020 level of PKR 3,017.21 Bn.

Profit for the year ended December 31, 2021 after carry forward of accumulated profit of 2020 is proposed to be appropriated as
follows:

{PKR '"Mn)

After-tax profit for the year ended December 31, 2021 28,760.38
Unappropriated profit brought forward 120,631.78
Other comprehensive income - net of tax {1,326.99)
Non-controliing interest (159.92)
Transfer from surplus an revaluation of fixed asseis 208.09

119,352.96
Profit availlable for appropriations 148,113.35
Appropriation:
Transfer to statutory reserve (2,800.80)
Unappropnated profit camied forward 145,312.55
For and on behalf of the Board of Directors
Arif Usmani Zubyr Soomro
Prasidant & CEO Chalrman

Farachi
Date: March 08,2022
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Yousuf Adil A.F. Ferguson & Co,
Chartered Accountants Chartered Accountants
Cavish Courl, KCHSU State Life Building No. 1-C
Shahrah-e-Faisal || Chundrigar Road
Karachi, Pakistan PO, Box 4716

Karachi - 74000

Independent Auditor’s Report

To the members of National Bank of Pakistan
Report on the Audit of the Consolidated Financial Statements

Opinion

Wa have audited the annexed consolidated financial staterments of National Bank of Pakistan and its subsidiaries {the Group),
which comprise the consolidated statement of financial position as at December 31, 2021, and the consolidated profit and Joss
account, the consolidated staternemt aof comprehensive income, the consolidated statement of changes In egquity and the
consolidated cash flow statemant for the year then ended. and notes to the consolidated financial statements, Including a
summary of significant accounting policies and other explanatory information.

In our opinion, consolidated financial statements give a true and falr view of the consolidated financial position of the Group as at
December 31, 2021 and of its consolidated financial performance and its consolidated cash flows for the year then ended in
accordance with the accounting and reporting standards as applicable in Pakistan.

Basis for Opinion

We conducted our audil in accordance with International Standards on Auditing (ISAs) as applicable In Pakistan. Our
rasponsibilities under those standards are further described I the Awdfifor's Responsitilifies for the Audil of the Consohidaled
Firancial Steferments section of our report, We are independent of the Group in accordance with the International Ethics Standards
Board for Accountants' Code of Ethics for Profassional Accountants as adopted by the Institute of Chartered Accountants of
Pakistan {the Code), and we have fulfiled our other ethical responsibilities in accordance with the Code. We believe that the audit
avidance we have obtained is sufficient and appropriate to provide-a basis for our apinion.

Emphasis of Matter

We draw attention to note 26.3.3.1 to the consolidated financial statements which explains the contingency in relation to the
pension obligation of the Group. The Group, based on the opinion of its legal counsel, s confident about a favorable outcome on
this matter and hence, no provision has besn made in these consolidated financial statemeants. Our opinion s not qualified in
respect of this matter

Key Audit Matters
Key audit matters are those matters that, in our professional judgment, were of most significance In our audit of the consolidated

financial stataments of the current period. These matiers were addressed in the context ol our audit of the consolidated financial
stataments as a whole, and In forming our apinion thereon, and we do net provide a separate opinion on these matters.

Independent Correspandent Firm to Mamber firm of PwC network
Deloitte Touche Tohmatsu Limited
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Yousuf Adil
Chartered Accounianis

Fullowling are the key audit matters:

S.No. Key Audit Matter

1 Provision against advances:

{Refer notes 5.8 and 11.4 to the consolidated
financial statemants)

The Group makes provision against advances
aextended in Pakistan on-a time-based criteria
that involves ensuring that all non-performing
advances are ciassified in accordance with the
agelng criteria specified in the Prudential
Regulations (PRs) issued by the State Bank of
Pakistan (SBP).

In addition 1o the above time-based criteria, the
PHs require a subjective evaluation of the oradit
warthiness of borowers to determine the
classification of advances.

The PRs alsc require the creation of general
pravigion for gertain catégories of advances.

Provision against advances of overssas
branches ls made as per the requiremanis of the
respactive regulatory regimas.

The Group has recognised a net provision
against advances amounting to Hs. 11,003
millipn in the consolidated profit and loss
account in the cument year. As at December 31,
2021, the Group holds a provision of Bs 192,127
million against advances. Moreover, the Group
has recognised a general provision against the:
underparforming portfolio on a prudent basis.

The deterrnination of provision against advances
based on the above criteria remains a significant
area of judgement and estimation. Because of
the significance of the impact of these
judgements / estimations and the materiality of
advances relative to the overall consolidated
financial statements of the Group, we
considersd the area of provision against
advances as a key audil matter,

Independent Correspandent Firm to
Deloitte Touche Tohmatsu Limited

Where The Nation Banks

AF. Ferguson & Co.
Charterad Accounlants

How the matter was addressed in our audit

Our audit procedures to verify provision against domestic
advances included, amongst others, the foliowing:

*  Obtained an understanding of the management process 1o
recerd provision and ensure that it s consistent with the
requirement of PRs; and

*  Evaluated the désign and tested the operating effectiveness
of the relevant controls established by the Group 1o identify
loss events and for determining the extent of provisioning
required against non-performing advances.

We selected & sample of lgan accounts and performed the
following  substantive  procedures to  evaluate tha
appropristeness of specific and general provision:

* (Checked credit documentation, repayments of loan / mark-
up instalments, tested classification of non-perdforming
advances based on the number of days overdue;

* Evaluated the management's assessment for classification of
a customer's loan facilities as performing or non-performing
based on review of repayment pattern; insgection of credit
documentation and thorough discussions  with  the
managament;

* In case of restructured loans, we reviewed the detailed
documentation of restructuring Including approvals, l&gal
opinians, terms of restructuring, payment records and any
other relevant documants to ensure that restructuring was
made in accordance with the PRs;

* We alsn reviewed minutes of the meeting of credit and audit
commities to ldentify fisky exposures; and

* We had discussions with management to challengs
assumptions and judgements used in recording provisions.

We issued instructions to auditors of those overseas branchas
and a joint venture which were selected for audit, highlighting
‘Provision against advances’ as a significant risk, The auditors of
those branches and joint venture performed audit procedures to
check compliance with regulatory requirements and reported tha
results thereof to us. We, as auditors of the Group, evaluated the
waork perfarmed by the component auditors and the resulis
thereof.

Member firm of PwC network

Annual Report 2021



BNBP

Matlonal Bank af Pakisisn

e ]

Yousuf Adil
Chartered Accounianis

S.No.

2

Key Audit Matter

Valuation of listed equity shares, units of mutual
funds and term finance certificates classified as
available-for-sale

(Refer notes 54 and 10.1 to the consolidated
financial statements)

The Group has sighificant investments In-equity
sharas, units of mutuat funds and term finance
certificates (TFCs) classified as Avallable for Sale
(AFS). As per the Group's policy, listed equity

‘shares and units of mutual funds are required o

be considerad for impairment when there is a
significant or prolonged decline in the fair value
ol investments. Further, TFCs are required to ba
assessed for impairment as per the SBP's
Prudential Regulations which involves subjective
criteria.

The significance of the nvestment amount,
sublactivity involved and assumpfions used in
impaiment make it significant to the
consalidated financial statements. Therefore, we
have considered this as a key audit matter,

Regulatory Matters in respect of New York
Branch

(Refer note 26.5 to the consolidated financial
statements)

The Group operates a branch in Mew York which
is licensed by the New York State Department of
Financial Services (NYSDFS) and is also subject
to supervision by the Federal Reserve Bank of
Mew Yark (FRENY).

In February 2022, the Group has reached
agreements with FRBNY and NYSDFS, the US
Regulators of NBP's New York Branch. The
agreements Include fines totaling US § 554
million equivalent to Rs, 9,778 million and
focused on historical compliance program
weaknessas and delays in making compliance
related enhancements.

Independent Correspandent Firm to
Deloitte Touche Tohmatsu Limited

Annual Report 2021

AF. Ferguson & Co.
Charterad Accountants

How the matter was addressed in our audit

On a sample basis, we have performed the following
procedures:

sach investmant’s cost was comparad to its market
value wherever available to detarmine decline [ surplus
in valuation;

checked whether, In case of listed equity shares and
units of mutual funds classified as available for sale,
impact of significant or prolonged decline was
recognized consistently as per the policy of the Group
as disclosed in note 5.28(c); and

For TFCs, checked that listed TFCs were valued as per
the quoted prices and for unlisted TFCs, we checked
that these were valued al cost less provision. Further,
on sample basis, TFCs ware also evaluated based on
gvidence of deterioration in the financial health of tha
invastee and repayment pallern,

Cur audit procedures included the following:

Biscussed with the senior managemeant and the Board
Audit Committes to obtain their views on the status of
the requlatory matters;

Reviewed relevant regulatory correspondence  with
State Bank of Pakistan on the compliance matters
ralsed with respect to New Yerk Branch;

Reviewed the orders issued by the US Regulators In
which fines were imposed on the Group;

Membear firm of PwC network
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Yousuf Adil AF. Ferguson & Co,
Chartered Accounianis Chartered Accountanis
S.No. Key Audit Matter How the matter was addressed in our audit
Under the agreements, the Group is required Lo *  Reviewed the minutes of meelings of the Board of Directors
submit status and progress reporis at defined in which deliberations refevant to compliance mattars raised
frequencies o the Bagulalors with respect o by the US Reguiators with respect to New York Branch took
the remedial measures being taken, place; and

The above action taken by the US Regulators; Evalyated the adeguacy of disclosure in accordance with the
including the amount of penalties imposed s a applicable financial reparting framework.

significant event-and has been considered as a

key audit matter.

Information Other than the Consolidated and Unconsolidated Financial Statements and Auditor's Reporis
Thereon

Managemant is responsible for the other information. The other information comprises the information included in the Annual
Report, but doas not include the consolidated and unconsolidated financial statements and our auditors’ reports therson.

Qur opinion on the consolldated financial statemants does not cover the other information and we do not express any form of
assurance conclusion therean,

In connection with our audit of the consolidated financial statements, our responsibility 15 to read the other information and, in
daing so, consider whether the other information is materially inconsistent with the consaolidated financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated. If, based on the work we have performed, we
conclude that there is a material misstaternent of this other information, we are reguired to report thal fact. We have nething to

report In this regard.
Responsibilities of Management and the Board of Directors for the Consolidated Financial Statements

Management |s responsible for the preparation and fair presentation of the conselidated financial statements in accordance with
accounting and reporting standards as applicable In Pakistan and Companies Act, 2017 and for such internal control as
management determines s necessary to enable the preparation of consolidated financial statemants that are {ree fram material
misstatement, whether due to fraud or ermor.

In preparing the consolidated financial staternents, managament is responsible for assessing the Group's ability to continue as a
going concern, disclosing, as applicable, matters related to going cencern and using the going concern basis of accounting
unless management either Intends to liquldate the Group or to cease operations, or has no realistic allernative but to do so.

The Board of directars is responsible for overseeing the Group's financial reperting process.
Auditor's Responsibilities for the Audit of the Consolidated Financial Statements

Qur ohjectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable
assurance 15 a high level of assurance, but 15 not a guarantee that an audit conducted in accordance with ISAs as applicable - in
Pakistan will always detect a material misstatemant when it exists. Misstatements can arise from fraud or eror and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence the econornic decisions of
users taken on the basis of these consolidated financial stafements.

As a part af an audit in accordance with 1SAs as applicable in Pakistan, we exercize professional judgment and maintain
professional skepticism throughout the audit. We also;

* |dantify and assess the risks of matanal misstatement of the consolidated financial statemants, whether due o fraud or errar,
design and perform audit procedures respansive to those risks, and obtain audit evidence that is sufficient and appropriate 1o
provide a basis for our opinion. The risk of nol detecting a materal misstaternent resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrgpresentations, or the ovarride of
interral control,

Independent Correspandent Firm o Mermber firm of PwC network
Deloitte Touche Tohmatsu Limited
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Yousuf Adil A.F. Ferguson & Co,
Chartered Accountants Charterad Accountants

* Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the
circumstances, but not for the purpese of expressing an opinion on the effectiveness of the Group's Internal control,

= Evaluate the appropnateness of accounting policies used and the reasonablensss of accounting estimates and related
disclosures made by management.

= Conclude on the appropnateness of management's use of the going concern basis of accounting and, based on the audit
evidence obtained, whether a matenal uncertainty exisis related to events or conditions that may cast significant doubt on the
Group's ability to continug as-a going congemn. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor's report to the related disclosures in the consolidated financial statements or, if such disclosures are
inadequate, 10 modify our opinion, Dur conclusions are based on the audit evidence abtained up to the date of our auditar's
raport. However, future events or conditions may cause the Group to cease to continue as a going concern,

* Evaluate the overall prasentation, structure and content of the consclidated financial statements, including the disclosures,
and whether the consolidated financial statements represent the underlying transactions and events in a manner that achieves
fair presentation.

*  Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within tha
Group to express an opinion on the consolidated financial statemants. We are responsible for the direction, supervision and
performance of the group audit. We remain solely responsible for our audit opinion.

We communicate with the Board of Directors regarding, among other matters, the planned scope and timing of the audit and
significant audit findings, Including any significant deficiencies in Intermal contral that we identify during our audit,

We also provide to the Board of Directors with a statement that we have complied with relevant ethical requirements regarding
indepandence, and to communicate with them all relaticnships and ether matter that may reasonably be thought to bear an our
indepandsnce, and where applicable, related safeguards.

From the matiers communicated with the Board of Directors, we determine these matters that were of most significance in the
audit of the consolidated financial statements of the current penod and are therefore the key audit matters. We describe these
matters in our auditor's report unless law or regulation preciudes publie disclosure aboul the matter or when, in extramely rare
circumstances, we determine that a matter should not be communicated in our report because the adverse consequences of
daing sa would reasonably be expected to outweigh the public interest benefits of such communication,

Other Matter

The cansolidated financlal statements of the Group as at and for the year ended December 31, 2020 were audited by Yousuf Adil,
Chartered Accountants and Grant Thornton Anjum Rahman, Chartered Accountants, who had expressed an unmodified opinion
an those statements vide their report dated February 25, 2021.

The engagement partners on the audit resulting in this independent auditors’ report are Nadesm Yousuf Adil and Shahbaz Akbar
on behalf of Yousuf Adil and A. F. Ferguson & Co, respectively.

Yousuf Adil A. F. Ferguson & Co.

Chartered Accountants Chartered Accountants

Karachi Karach|

Dated; March 8, 2022 Dated: March 8, 2022

UIDIN: AR2021100911sBEUgLVe LIDIN: AR202110068o0dhSaWepV
Independent Correspandent Firm to Membier firm of PwC network

Deloitte Touche Tohmatsu Limited
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Consolidated Statement of Financial Position

Where The Nation Banks

As at December 31, 2021
2020 202 202 2020
eemenees (US Dollars in "000) --==---- Note -—————(Rupeas in '000)—
ASSETS
1,416,150 1,579,872 | Cash and balances with treasury banks 7 278,868,736 249,869,566
BS, 0BG 108,837 | Balances with other banks 8 19,211,237 15,015,366
718,385 1,800,516 | Lendings to financial institutions 9 335,466,675 126,804,675
8,307,610 11,008,190 | Investments 10 1,842,741,131 1,466,405,373
5573916 6,307,246 | Advances 11 1,113,314,128 983,871,421
312,083 310,649 | Fixed assets 12 54,833,801 55,086,809
57N 6,637 | Intangible assets 13 1,171,446 1,022,143
39,753 40,172°| Right of use assets 14 7,080,980 7.017.020
- 10,780 | Deferred tax assets 15 1,902,811 -
634,612 580,318 | Other assets 16 102,433,942 112,017,619
17.0483,366 21,851,217 3.857,034.8947 3,017.208,982
LIABILITIES
85,150 123,777 | Bills payable 17 21,848,270 16,795,186
784,864 1,772,811 | Borrowings 18 312,925,106 138,539,005
13,703,929 17,098,679 | Deposits and other acoounts 19 3,018,147, 708 2,418,928,469
1.117 757 | Liabifities against asssts subject to finance lease 20 133,508 197,224
44 582 47,366 | Lease liabllity against right of use assets b2 | 8,360,755 7,869,355
16,617 = Deferred tax Habilities 15 = 2,933,124
BO2 540 1,136,435 Other liabilities 22 200,596,128 157,545,347
15,538,799 20,179,825 3,562,011,566 2,742,807.710
1,554 667 1,671,382 NET ASSETS 295,023,381 274,402,282
REPRESENTED BY
120,530 120,530 Share capital 23 21,275,131 21,275,131
326,272 353,668 Reserves 24 62,427,269 57,501,417
419,162 368,215 Surplus on revaluation of assets 25 64,994,980 73,987,802
683,414 823,237 Unappropriated profit 145,312,547 120,631,784
o Total Equity attributabie to the equity halders of
1,549,378 1,665,650 the Bank 294,009,927 273,486,134
5,189 5742 Nen-contralling interest 1.013,454 916,148
1,554,667 1,671,382 205,023,381 274,402,282
CONTINGENCIES AND COMMITMENTS 26

The annexed notes 1 to 52 and annexures | and Il form an integral part of these consolidated financial statemeants.

Arif Usmani
Prasident & CEO

Abdul Wahid Sethi
Chiaf Financial Officer

Asil Jooma
Diractor

Zubyr Soomro
Chairran

Ahsan Ali Chughtai
Diractor
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Consolidated Profit and Loss Account
For the year ended December 31, 2021

2020 2021 2021 2020
~--==--— (US Dollars in "000) -----—- Note ————(Rupees in '000)-—
1,461,822 1,314,643 Mark-up / return / interest eamed 27 232,052,245 258,031,378
870,483 760,781  Mark-up / return /interest expensed 28 134,284,644 153,651,048
591,339 553,882 Net mark-up / interest Income 87,767,601 104,379,430

NON MARK-UP / INTEREST INCOME

110,362 108,776 | Fee and commission income 29 19,200,385 19,480,452
10,397 25,582 | Dividend income 4,515,634 1,835,129
24,600 38,827 | Forelgn exchange income 6,853,433 4,342 2M
44 B28 35,139 | Galn on securities - net 30 6,202,625 7.912,766
(1,243) 1,232 | Share of profit / fioss) from joint venlure - net of tax 10,4 217,507 219,389)
243 131 | Share of profit from associates - net of tax 104 23,057 42,813
22,466 10,516 | Other income 2| 1.856,263 3,965,483
211,653 220,203 Total non-markup / interest incoma 38,868,804 37,359,455

802,992 774,085 Total income 136,636,405 141,738,885

NON MARK-UP / INTEREST EXPENSES

363,283 345,918 | Operating expenses 32 61,059,172 64,126,064
1,783 1,966 | Other charges 3 346,979 316,439
365,086 347,884  Total non-markup [ interest expensas 61,406,151 64,442,603
437,906 426,201 Profit before provisions 75,230,264 77,296,382
175,125 66,053 Provisions and write offs - nat 34 11,659,325 30,811,976
- 55,400 Extra ordinary item 265 9,778,848 -
262,781 304,748 PROFIT BEFORE TAXATION 53,792,081 46,384 406
89,503 141,812 Taxation 35 25,031,700 15,798,487
173,278 162,936 PROFIT AFTER TAXATION 28,760,381 30,585,919
Attributable to:
172733 162,030 Equity holders of the Bank 28,600,481 30.489,753
545 906 Non-controlling intergst 159,920 96,166
173,278 162,936 28,760,381 30,585,919
------------- (US Dollars) -=e-=eeeees wmmmmmeeeeanes (RUDEES) ~eeeeememnnan
0.08 0,08 Basic earnings per share 38 1344 1433
0.08 0.08 Diluted earnings per share ar 13.44 14.33

The annexed notes 1 to 52 and annexuras | and i farm an integral part of these consolidated financial statements,

Zubyr Soomro Arif Usmani Abdul Wahid Sethi Asil Jooma Ahsan Ali Chughtail
Chairrman President & CEQ Chiaf Financial Officer Biractor Diractor
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Where The Nation Banks

Consolidated Statement of Comprehensive Income
For the year ended December 31, 2021

2020 2021 2021 2020
s (US Dollars in "000) ~—-o— -{Rupees in '000)—
173,278 162,936  Profit after taxation for the year 28,760,381 30,585,918
Other comprehensive income
ltems that may be reclassified to profit and loss
account in subsequent periods:
_ Exchange gain on translation of net assets of foreign
7.222 11,629 branchas, subsidiaries and joint venture 2,035,053 1,274,736
18,981 (49,278) | Movemant in surplus on revaluation of investmants - net of tax {8,698,153) 2,097 432
24,7203 (37,749) (6,663,100) 4,272,168
ltems that will not be reclassified to profit and
loss account in subsequent periods:

(2,821) (7,721)| Remeasurement loss on defined benefit obligations - net of tax {1,362,794) {497,872}
3,671 (1.049) |  Movement in surplus on revaluation of operating fed assels - el o tax (185,241) 647,824
1.214 589 | Movement in surplus on revaluation of non-banking assets: - net of $ax 98,660 214,238

Share of remeasurement gain on defined benelit obligations of
- 203 joint venture - net of tax 35,807 -
2,064 (8,008) (1,413,568) 364,180
199,545 117,179 Total comprehensive income 20,683,713 35222 277
Taotal comprehensive income attributable to:
199,000 116,273  Equity hoiders of the Bank 20,523,793 35,126,111
545 906 Mon-controlling interast 158,920 96,166
199,545 17arm 35222277

20,683,713

The annexed notes 1 to 52 and anmexures | and |l form an Integral part of these consolidataed financial statements,

Asil Jooma
Diractor

Arif Usmani
Prasident & CEO

Abdul Wahid Sethi
Chiaf Financial Officer

Zubyr Soomro
Chairran

Ahsan Ali Chughtai
Diractor
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Consolidated Statement of Changes in Equity

For the year ended December 31, 2021
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Consolidated Cash Flow Statement
For the year ended December 31, 2021

2020

2021

---= (US Dollars in '000) --—-

262,761 304,748
(10,387} (25,580
252,584 279,166
26,370 26,750
1.354 2428
175,125 66,053
{131} (406)
4844 4,73
(60) 650
42,191 42,274
1,243 (1,232
{243 {13
250,493 141,218
BOZB7T 450,384
53,681 {1,074,655)|
(342.763) (133,088)
{35.124) {820,280}
279,856 | 35,534
{44,870) (1,992,
17405 28,627
(1,685,431} T45T3T
1,251,711 3,304,750
(182,481) 22,388
B13.676) 390,502
{4,644} {4,781)
(121,221} (126,878)
[10.287) {17,178)
(201,531 2,669,560
i449,783) {1,736,575)
742,147 (888,382)
10,387 25,582
{11,802 {13.121)
548 7m
7,222 11528
298 527
(483 (483]
(12,386} 15,105
4] 120]
(12,566} {15,818)
(5.090) 52,746
1,500,262 1484173
1,494,172 1,546,918

CASH FLOW FRDOM OPERATING ACTIVITIES

Profit balors taxation
Less: Dividand Incormis

Ad|ustmeants:
Dapireciation
Amortization
Prowasion and write-alts
Gain on sale of fleed assets - net
Finance charges on leased assets
Unrealzad loss f fgam) on ravaluation of nvestrmsants
classified as haid-fer-trading
Charge far defined benefit plans - mat
Shara of (profil)/ loss from joint venture - nat of fax
Share of praflt from assaciates - net of fax

(Increasa) / Decraase in operating assels
Lendings to financial institutions:
Hetlel-toe-tradding securities
Advances
Ohhers assels (excluding advance taustion)

ngreasa / (Dedreass) in operating Habilities
Bills payabie
Borrowings from frnancial institutions
Deposits
Other liabilties:

Financial charges paid

Incarma iy adjusted / pald

Benafits paid

Net cash flow generated from / (used in) operating activitins

CASH FLOW FROM INVESTING ACTIVITIES

Mat investrmenis in available-for-aake securlities

Mot investments in held-to-maturity securities

Oividends recalyed

Investrments in oparating fixed assats

Procesds from ssie of cpumting fixed assats

Effect of translation of nat investmeant in foreign branches
Mat cash liow (used in) £ generated from investing activities

CASH FLOW FROM FINANCING ACTIVITIES

Paymants af finance jeass obligations

Paymants of lease fmbillity aganst nght of use assets
Dividend paid

Hat cash fiow used in financing activities:

Incraase / (Decreass) in cash ard cash equivalents

Cash and cask squivalents at baginning of tha year
Cash and cash squivalents at end of the year

MNote

1686

38

Where The Nation Banks

20 2020
(Rupees in '000) ————
53,792,081 46,384,406
(4,515,634 11,835,129
30,276,447 43548277
4,721,808 4,654,608
428 807 238 832
11,669,325 30,911,076
[71.709 (£3.05%
B45B16 819777
121,834 (10,566)
7,461,802 7447274
1217.507) 219,389
(23,05 (42 813
24,027,026 44,215,504
74,203,473 BA,7H4.8117
(188,681,077) §.475.335
(23,491 840) (RD,505,845)
(144,780.548) (6.169885)
6,272.244 49,310,051
T {351,701,221) 7,500, 384)
5,053,084 3,072 236)
131,632,840 {2a3,881,6:39)
599,218,240 220,943 898
38,077 867 (F2.212,081)
774,982,931 (108,322 062)
iB45,616) 1618777
(22,385,757) (21,387 144
(3.032.126) i1.817,492
477,211,684 i51 .5‘12.ﬁ}
1306,529,008) | (79,302,601
(156,887,867)| | 130,999,035
4,515,634 1,835,128
(2,318,083 (2 100,884
137,830 96,316
2,035,053 1,274,736
{450,144 41 53, 711641
(86,992 86,997 |
(2.666,257) (2,186 264)
3519 {1,152
(2.756,768) (2274408
8,310,503 11.074,775)
283,741,704 264 H16 479
273,052,207 263,741,704

The annexad notes 1 1o 62 and annexuras | and || form an integral pan of these consolidatad financial statamants.

Arif Usmani
Prasident & CEO

Abdul Wahid Sethi
Chiaf Financial Officer

Asif Jooma
Diractor

Zubyr Scomro
Chairrman

Ahsan Ali Chughtai
Deractor
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Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2021

1.1

THE GROUP AND ITS OPERATIONS
The "Group” consists of;
Haolding Compary

- National Bank of Pakistan (the Bank)
Percentage Holding

2021 2020
Subsidiary Companiss % %

- CJSC Subsidiary Bank of NEP in Kazakhstan 100.00 100.00

- GJSC Subsidiary Bank of NBP in Tajikistan 100.00 100,00

- NBP Exchange Company Limited, Pakistan 100,00 100,00

- National Bank Modaraba Management Company Limited, Pakistan 100.00 100.00
First National Bank Modaraba, Pakistan 30.00 30.00

- Taurus Securities Limited, Pakistan 58.32 5832
NBP Fund Management Limited, Pakistan 54.00 54.00

- Cast-N-Link Products Limited (Note 10.17.1) 76.51 76.51

The subsidiary company of the Group, MNational Bank Modaraba Management Company Limited, Pakistan exercises
control over First National Bank Modaraba, Pakistan as its management company and also has a direct economic interest
in it. The Group has consolidated the financlal staterments of the modaraba as the ultimate holding company.

The Group is principally engaged in commercial banking, modaraba management, brokerage, leasing, foreign currency
remitiances, asset management, exchange transactions and investment advisory asset. Briel profile of the Holding
Company and subsidiaries is as follows:

Mational Bank of Pakistan

Mational Bank of Pakistan (the Bank) was incorporated in Pakistan under the National Bank of Pakistan Ordinance, 1949
and is listed on Pakistan Stock Exchange (PSX), Its registered and head office Is situated at ||, Chundrigar Road, Karachi,
The Bank |s engaged in providing commercial banking and related services In Pakistan and overseas, The Bank also
handles treasury transactions for the Government of Pakistan (GoP) as an agent to the State Bank of Pakistan (SBP). The
Bank operates 1,513 (2020: 1,514) branches in Pakistan including 189 (2020: 191} Islamic Banking branches and 19 (2020:
21} overseas branches {including the Export Processing Zone branch, Karachi). The Bank also provides services in respeat
of Endowment Fund for students loan scheme,

CJSC Subsidiary Bank of NBP in Kazakhstan

GJSC Subsidiary Bank of NBP In Kazakhstan (JSCK) is a joint-stock bank, which was incorporated in the Rapublic of
Kazakhstan in 2001, CJSC conducts its business under license number 252 dated December 27, 2007 (initial llicense was
dated December 14, 2007) and is engaged In providing commercial banking services. The registered office of JSCK is
located at 105, Dostyk Ave, 050051, Almaty,

CJSC Subsidiary Bank of NBF in Tajikistan

CJSC Subsidiary Bank of NBP in Tajikistan (JSCT) is a joint-stock bank, which was incorporated in the Repubfic of
Tajikstan in 2012, JSCT obtained its license on March 20, 2012 and s engaged in providing commercial banking services.
The registered office of JSCT is located at 48 Ayni Street, Dushanbe, Republic of Tajikistan.
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For the year ended December 31, 2021

NBP Exchange Company Limited, Pakistan

NBP Exchange Company Limited (NBPECL) is a public unlisted company, incorporated in Pakistan on September 24,
2002 under the repealed Companies Ordinance, 1984 (now Companies Act, 2017). NBPECL obtained llcense for
commeancement of cperations from State Bank of Pakistan {SBP) on November 25, 2002 and commencement of business
certificate on December 26, 2003 from the Securitles and Exchange Commission of Pakistan (SECP), The registerad office
of NBPECL Is situated at Shaheen Complex, M.R. Kiryani Road, Karachi, NBPECL is engaged in foreign curency
remittances and exchange transactions. NBPECL has 21 branches (2020; 21 branches) and 1 booth (2020: 1).

National Bank Modaraba Management Company Limited, Pakistan

Mational Bank Modaraba Management Company Limited (NEMMCL) is a public unlisted company, incorporated in
Pakistan on August 6, 1992 under thie repealed Companies Crdinance, 1984 (now Companies Act, 2017). The purpose of
the NBMMCL is to float and manage modaraba funds. NBMMCL at present is managing First Nationai Bank Modaraba. fts
registerad office is situated at Ground Floor, National Bank of Pakistan, Regional Headquarters Building, 26-Mc Lagon
Road, Lahore.

First National Bank Modarba, Pakistan

First Mational Bank Modaraba (the Medaraba) is a multi-purpose, perpetual and multi-dimensional Modaraba formed
undear the Modaraba Companies and Modaraba (Floatation and Control) Ordinance, 1980 and Fules framed thereunder.
The Medaraba is managed by National Bank Modaraba Management Company Limited (@ wholly owned subsidiary of
Mational Bank of Pakistan), incorporated In Pakistan under the repealed Companies Ordinance, 1984 {now Companles
Act, 2017) and registered with the Registrar of Modaraba Companies, The registered office of the Modaraba is situated at
Ground Floor, National Bank of Pakistan, Reglonal Headquarters Bullding, 26-Mc Lagon Road, Lahore. The Modaraba is
listed at Pakistan Stock Exchange Limited, It commenced its operations on December 04, 2003 and is currently engaged
ir various Islamic modes of financing and operations including ljarah, musharaka and murabaha arrangements.

Taurus Securities Limited, Pakistan

Taurus Securities Limited (TSL) is a public unguoted comparny, incorparated in Pakistan on June 27, 1993 under the
repealed Companies Ordinance, 1984 {now Companies Act, 2017). The redistered office of TSL is situated at 6th Floor,
Progressive Plaza, Beaumont Read, Civil Lines, Karachi. It is engaged in the business of stock brokerage, investment
counselling, and fund placements. TSL holds a Trading Right Entitlement (TRE) Certificate from Pakistan Stock Exchange
Lirmited.

NBP Fund Management Limited, Pakistan

NEP Fund Management Limited, Pakistan - MBP Funds, was incorporated in Pakistan as public limited company on
August 24, 2005 under the repealed Companies Ordinanca, 1984 [now Companies Act, 2017) and obtained certificate for
commencement of business on December 19, 2005, The main spansors of NBP Funds are National Bank of Pakistan and
Baltoro Growth Fund. Baltoro Growth Fund has acqguired shareholding of NEP Funds which was previously heid by
Alexandra Fund Management Private Limited on October 08, 2018. NEP Funds is mainly involved in the business of asset
management and investment advisory services. NBP Funds has been issued license by the Securities and Exchanga
Commission of Pakistan (SECP) to carry out business of asset managerment services and investment advisory sarvices as
a MNon-Banking Finance Company (MBFC) under section 282C of the repealsd Companies Ordinance, 1984 (now
Companies Act, 2017) and under the Non-Banking Finance Companies and Motified Entities Regulations, 2008. The
principal / registered office of the company is situated at 7th Floor, Clifton Diamond Building, Block No. 4, Scheme No. 5,
Cliftan, Karachi.

As at December 31, 2021 NBP Funds is managing the following funds and discretionary portfalio:
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NBP Income Opportunity Fund

NBP Savings Fund

MBP Islamic Savings Fund

MNBP Islamic Sarmaya lzafa Fund

NBP Balanced Fund

NBP Stock Fund

MNBP Financial Sector Income Fund

NEP Governmant Securities Liguid Fund
MBP Sarmaya Izata Fund

NBP Mahana Amdani Fund

MBP Riba Fres Savings Fund

NBEP Monesy Market Fund

NBP Government Securities Savings Fund
MNBP Islamic Stock Fund

MBP Islamic Active Allocation Equity Fund
MBP Islamic Enemy Fund

MBP Islamic Money Market Fund

MBP Financial Sector Fund

NBP Islamic Mahana Amdani Fund

MBP Islamic Regular Income Fund
MAFA Islamic Active Allocation Fund-|
NAFA Islamic Active Allcoation Fund-Il
NAFA Islamic Active Allocation Fund-ll
MAFA Pension Fund

MAFA Islamic Pension Fund

MNBP Islamic Daily Dividend Fund

NBP Islamic Income Fund

MNBP Pakistan Growth Exchange Traded Fund

1.2  Basis of consolidation

Type of Fund

Open end Fund
Qpen end Fund
Cpan end Fund
Open end Fund
Open end Fund
Opean end Fund
Open end Fund
Open end Fund
Open end Fund
Open end Fund
DOpen end Fund
Open and Fund
Open end Fund
Cpen end Fund
Open and Fund
Open end Fund
Open end Fund
Open end Fund
Open end Fund
Opan end Fund
Open end Furd
Open end Fund
Open end Fund
Open end Fund
Cpen end Funid
Opan end Fund
Open end Fund
Open end Fund

The consolidated financial statemeants include the financial statements of the Bank (Holding Company) and its
subsidiany companies togather - “the Group®.

Subsidiary companies are fully consolidated from the date on which more than 50% of voting rights are transferred
1o the Group or power to control the company Is established and excluded from consolidation from the date of
disposal or when the control is lost.

The assets, liabilities, income and expenses of subsidiary companies have been gonsolidated on a ling by line
basis,

Income and expenses of subsdianes acquired during the year are included in the consolidated statement of the
comprahensive income from the effective date of acquisition.

Non-Controling Interest / (mincrity Interest) in eguity of the subsidiary companies are measurad at fair value for all
the subsidiaries acquired from period beginning on or after January 1, 2010 whereas minerity interest of praviously
acqulred subsidiaries are measured at the proportionate net assets of subsidiary companies attribulable to interest
which is nat owned by holding company.

Material intra-group balances and transactions have besen efiminated.
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Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2021

2.1

2.2

3.1

3.2

3.3

BASIS OF PRESENTATION

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

Key financial figures of the lslamic banking branches have been disclosed in note annexure-ll of these consolidated
financial statements,

The US Dallar amounis shown on the statement of financial position, profit and less account, statement of comprahensiva
income and cash flow statement are stated as additionat information solely for the convenience of readers. For tha
purpose of conversion to US Dollars, the rate of Rs. 176.5135 1o 1 US Dollar has been used for 2021 and 2020 as it was
the prevatent rate as on Decernber 31, 2021.

STATEMENT OF COMPLIANCE

These consolidated financial statements have been prepared In accordance with the accounting and reporting standards
as applicable in Pakistan. The accounting and reporting standards applicable in Pakistan comprise of:

- international Financial Reporting Standards (IFRS). issued by the International Accounting Standards Board JASE)
as notified under the Companies Act, 2017;

- Islarnic Financial Accounting Standards (IFAS), issued by the Institute of Chartered Accountants of Pakistan as
natified under the Companies Act, 2017,

- Provisions of and dirsctives issued under the Banking Companies Ordinance, 1982 and the Companles Act, 2017;
and

- Directive issued by the State Bank of Pakistan (SBF) and the Securities and Exchange Commission of Pakistan
(SECP),

Whare the requirements of the Banking Companies Ordinance, 1962, the Companies Acts, 2017, or the directives issued
by the SBP and the SECF differ with the requiremants of IFFS or IFAS, the requiremenis of the Banking Companies
Ordinance, 1962, the Companies Act, 2017 and the said directives shall pravall,

SBP has deferred the applicability of International Accounting Standard (IAS) 39, 'Financial Instruments: Recognition and
Measurement’ and IAS 40, 'Investment Property’ for Banking Companies through BSD Circular Letter No. 10 dated August
26, 2002, Further, according to the notification of SECP dated April 28, 2008, the IFRS - 7 “Financial Instruments:
Disclosures” has not been made applicable for banks. Accordingly, the reguirements of these standards have not been
considered in the preparation of these consolidated financial statements, However, investmenis have been classified and
valued in accordance with the requirements of various circulars issued by {he SBR

The SECP vide SRO 56 (1) / 2018 dated January 28, 2016, has notified that the requirements of IFRS 10 (Consclidated
Financial Statements) and section 228 of the Companies Act. 2017 will not be applicable with respect to the investment in
miltual funds established under trust structure.
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Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2021

3.4  Application of new and revised International Financial Reporting Standards (IFRSs)

341 New accounting standards, amendments and IFRS interpretations that are effective for the year ended December 31,
201

Trie following standards, amendments and Interpretations are effective for the year ended December 31, 2021. These
standards, amendments and Interpretations are either not relevant to the Bank's operations or are not expected 1o have
significant impact on the Bank's consolidated financial statements other than certain additional disclosures:

- Amendment to IFRS 16 'Leases’ - Covid-18 related rent concessions. Effective from aceounting period beginning
onor after June 01, 2020.

- Interest Rate Benchmark Reform - Phase 2 (Amendments to IFRS 9, 145 38, IFRS 7, IFRS 4 and IFRS 16), Effective
fram-accounting pericd beginning on or after January 01, 2021,

Certain annual improvements have also been made 1o a number of IFRSs
3.4.2 New accounting standards, amendmeants and IFRS interpretations that are not yet effective

The following standards, amendments and interpretations are only effective for accounting periods, beginning on or atter
the date mentioned against each of them. These standards, interpretations and amendments are ither not relevant 1o the
Group's operations or are not expected to have significant Impact on the Group's consolidated financial statements other
than cartain additional disclosuras:
Effective from accounting
period beginning on or after

Amendments to IFRS 3 'Business Combinations' - Reference io the conceptual

tamswork January 01, 2022

Amendmaents 1o 1AS 16 'Property, Plant and Equipmeant’ - Procseds before intended

use January 01, 2022

Amendments to IAS 37 'Provisions, Contingent Liabilities and Contingent Assets’ -

Onerous Contracts — cost of fulfilling a contract Jahiiary |91 2es

International Financial Reporting Standard - 9 “Financial Instruments” January 01, 2022

Annual Improvemants to IFRS Standards 2018-2020 Cycle (related to IFRS 9, IFRS 16

and [AS 41) January 01, 2022

Amendments to IAS 1 'Presentation of Financial Statements' - Classification of

liabllitias as current ar non-curmsant January 01, 2023

Amendments to 1AS 1 "Prasentation of Financial Statements’ - Diselosure of accounting

policies January 01, 2023

Amendments 1o IAS 8 ‘Accounting Policies, Changes in Accounting Estimales and
Errors' - Definition of accounting estimates January 01, 2023
Amendments to 'IAS 12 Income Taxes' - deferred tax related (o assets and labllities

arising from a single transaction January 01,2023

Amendments tg IFRS 10and 28 - Sale or Contribution of Assats between an Investor

and its Assoclate or Joint Venture Daferred indefinitely
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343

344

34.5

5.1

There ara certain new and amended standards and interpretations that are mandatory for the Group's accounting pericds
baginning on or after January 1, 2022 but are considered not 1o be refevant or do not have any significant effect on the
Group's operations and are therefore not detailed in these consolidated financial statemeants.

As per SBP's BPRD Circular Letter no. 24 of 2021, IFRS 2 'Financial Instruments’ is applicable to banks in Pakistan
effective January 1, 2022. The aforementicned circular letter required banks to submit IFRS 9 compatible pro forma
financlal statements for the year ended December 31, 2021 and parform parallel run of IFRS 9 on quartery basis, Further,
it was stated that final instructions will be issued subsequently basad on the results of parallel reporting of banks.

The Banks in Pakistan through the Pakistan Banks Association (PBA) have submitted their comments on instructions
issued for paraliel reporting and requested that those are addressed in the final instructions to be issued. The matters
ralsed Include retaining some relaxations given presently in the Prudential Regulations, prescription of macro-sconomic
variables, retaining local reguiatory requirements pertaining to IFRS 2 related areas on overseas branches, impact on
Capital Adequacy Ratio (CAR). guidance on Significant Increase In Credit Risk (SICR) criteria, future tax impacts of any
reversals, recording of Expected Credit Loss (ECL) on Government securities denominated in local currency, including
further clarifications reguired In certain areas.

Due to the fact that final instructions have not yet been issued and there are a large number of reservations on thie draft
instructions, the banks are collectively of the opinion that impact on initia! application of IFRS 9 cannot be determined as
at December 31, 2021.

Other than the atoresaid standards, interpretations and amendments, the International Accounting Standards Board (IASB)
has also issued the following standards which have not been adopted locally by the Securities and Exchange Commissian
af Pakistan:

- IFRS 1 = First Time Adoption of International Financial Reporting Standards
- IFRS 17 = Insurance Contracts

The management anticipates that these new standards, interpratations and amendments will be adopted in the Group's
consolidated financial statements as and when they are applicable and adoption of these new standards, interpratations
and amendments, may have no material impact on these consolidaied financial statements of the Bank in the period of
initial application.

BASIS OF MEASUREMENT

These consalidated financial statements have been prepared under the historncal cost convention except for revaluation
of land and buildings and non-banking assets acquired in satisfaction of claims which are stated at revalued amount and
cerfain investmants and dervative financial instruments that are carried at fair value. In addition, obligations in respect of
defined benefit plan are camad al presant value.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policy adopted In preparation of these consolidated financial statements are consistent with those of the
previous financial year,

Business Gombination

Acquisitions of businesses are accounted for using the acquisition method. The consideration transferred in a business
combination Is measured at fair value, which is calculated as the sum of the acquisition-date fair valugs of the assetls
transferred by the Group, liabilities incurred by the Group to the former owners of the acquires and the equity Interests
lssued by the Group in exchange for control of the acquires. Acquisition-related costs are recognised in profit and loss
account as incurrad.

At the acquisition date, the identifiable gassets acquired and the liabilities assumed are recognised at thelr fair value.
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.3

54

Goodwill is measured as the excess of the sum of the consideration transferred, the amount of any non-controlling
interests in thie acquiree, and the fair value of the acquirer’s previously held equity interest in the acquiree (if any) over the
nat of the acquisition-date amounts of the identiflable assets acquired and the liabilities assumed. If, after reassessment,
met of the acquisition-date amounts of the identifiable assets acquired and labilities assumied exceeds the sum of the
consideration transferred, the amount of any non-controlling Interests in the acquiree and the fair value of the acquirer's
praviously held interest In the acquiree (If any), the excess is recognised immediately in profit and less account as a
bargain purchase gain.

Mon-contralling interests that are present ownership Interests and entitle their holders to a proportionate share of the
Group's net assets In the event of liguidation Is measured at fair value at the date of the acquisition,

When a business combination is achieved in stages, the Group's previously held equity Interest In the acquires is
remeasured to fair value at the acquisition date (l.e. the date when the Group obfalns control) and the resulting gain or
loss; if any, is recognised in prefit and loss account.

Goodwill

Goodwill arising on an acquisition of a business is carred at cost as established at the date of acquisition of the subsidiary
cormpany,

For the purposes of Impairment testing, goodwill is allocated to each of the Group's cash-generating units (or entities of
cash-ganerating units) that is expected to benefit from the synargles of the combination,

A cash-generating unit to which goodwill has been allocated is tested for impairment annually, or more freguently when
there is indication that the unit may be impaired; If the recoverable amount of the cash-generating umt is less than its
carrying amount, the impairment loss is allocated first to reduce the carrying amount of any goodwill allocated to the unit
and then to the other assets of the unit on a pro-rata basis based on the carrying amount of sach asset in the unit. Any
impaimment loss for goodwill s recognisad directly in profit and loss account. An impairment loss recognised for goodwill
is not reversed n subseguent perods.

On disposal of the relevant cash-generating unit, the attributable amount of goodwlll is Ingluded in the determination of the
profit or loss on disposal,

GCash and cash equivalents

Cash and cash eguivalents include cash and balances with treasury banks, balances with other banks and call money
lendings, less call barrowings and overdrawn nostro accounts.

Investments

Investments other than those categorised as held-for-trading are initiglly recognised at fair value which Includes
transactions costs associated with the investments, Investments classified as held-for-trading are initiaily recognised at
fair value, and transaction cosis are expensed in the profit and loss account.

All reguiar way purchases / sales of investmentis are recognised on the trade date, i.e., the date the Group commits to
purchase / sell the investments. Regular way purchases or sales of investments require delivery of securities within the
time frame generally established by regulation or convention in the market place.

The Group has classified s investment partfolio, except for investments in subsldiarles, assoclates and joint ventures into
‘held-for-trading’, "held-to-maturity’ and "available-for-sale’ as follows:

- Held-for-trading — These are securities which' are acquired with the intention to trade by taking advantage of short-
term market / interest rate movemants and are to be sold within ninety (20) days. These arm carried at market valus,
with the related unredlized gain / (loss) on revaluation baing taken to profit and loss account.
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- Held-to-maturity — Thesa are securities with fixed or determinable payrments and fixed maturity that are held with
the intention and ability to hold to maturity. Theses are carried at amorised cosl.

- Avallable-for-sale - Thesa are investments that do not fall under the held-for-trading or held-to-maturity categories.
These are carried at market value except In case of unguoted securlties where market value is not available, which
are camed at cost less provision for diminution in valuse, if any. Surplus [ (deficit) on revaluation is taken to 'surplus /
{deficit) on revaluation of assets’ account shown In equity. Provision for diminution In value of investments in
respect of unguoted shares is caloulated with reference to break-up value of the same, On derecognition or
impairment in quoted avallable-for-sale Investments, the cumulative galn or loss previously reported as 'surplus /
(deficit) on revaluation of assets’ in eqgulty Is included In the profit and loss account for the year,

- Provision for diminution in value of investments in unguoted debt securities is calcufated as per the SBP's
Prudantial Reguiations.

Held-for-trading and quoted available-for-sale securities are marked to market with reference to ready guotes on Reuters
page or MUFAP (PKRV / PKISRV) or the Stock Exchanges; as the case may be.

Associales ~ Associates are all entities over which the Group has significant influence but not control, generally
accompanying a sharsholding of between 20% and 50% of the veting rights. Investmants in associates are accounted for
under the equity method of accounting, However, in case where assoclates are considered as fully impaired and financial
statemants are not available, these Investments are stated at cost |ess provision,

Under the equity method, the Group's share of its associales' post-acquisition profits or losses Is recegnized in the
consolidated profit and loss account, its share of post-acquisition movements in reserves is recognized in reserves. The
cumulative post-acquisition movements are adjusted against the camying amount of the jnvestment. When the Group's
share of losses in an associate equals or exceeds its inferest in the associate, including any other unsecured recelvables,
the Group does not recognize further losses, unless it has incurred obligations or made payments on behalf of the
associate,

Joint venture - The Group has interests in joint venture which is jointly controffed entity, A joint venture is contractual
arrangement wharaby two or more parties undertake in econdmic activity that is subject to a joint control and includes a
jointly controfied entity that involves the establishment of separate antity in which each venturer has an interest. The Group
goccounis for s interest in joint venture using the aquity method of accounting,.

Thi carrying values of investments are reviewed for Impairment when indications exist that fhe carrying values may exceed
the estimated recoverable amount. Provision Is made for impairment in value, if any.

Repurchase and resale agreements

Securities sold with a simultaneous commitment to repurchase at a specified future date {repos) continue 1o be recognised
in the statement af financial position and are measured in accordance with accounting policies for investment securties.
The countarparty liability for amounts received under these agreements is included in borrowings. The difference betwesen
sale and repurchase price s treated as mark-up / returm [ interest expense and accrued over the lite of the repo agreement
using effective yield method.

Securities purchased with a corresponding commitment to resell at a specified future date (reverse repos) are not
recognised in the statemeant of financial position, as the Group does not obtain control over the securities. Amounts paid
under these agreements are included in lendings to financial institutions. The difference betwesn purchase and resale
price is treated as mark-up / return / interest income and accrued over the life of the reverse repo agreement using
affective yield mathod,

Derivative financial instruments

Dervative financial instruments are initially recognised at fair value on the dates on which the derivative coniracts are
entared Into and are subsequently re-measured at fair value using appropriate valuation techniques. All derivative financial
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instrurments are carried 25 assets when far value is positive and labilities when fair value is negative. Any changs in the
fair value of derivative instruments during the year is taken to the profit and loss account.

Financial instruments

All financial assets and financial liabilities are recognized at the fime when the Group becomes a party to the contractual
provisions of the Instrument. A financial asset is derecognised where (a) the rights 1o recelve cash flows from the asset
have expirad; or (b) the Group has transferred its rights to receive cash flows from the asset or has assumed an obligation
to pay the recelved cash flows in full without material delay to a third party under a 'pass-through’ arangement; and
gither ([} the Group has transferred substantially ail the risks and rewards of the assel. or (i) the Group has neither
transferred nor retained substantially all the risk and rewards of the asset, but has transferred control of the asset. A
financial liability |s derecognised when the obligation under the liabllity is discharged or cancelled or expires. Any gain or
less on derecognition of the financial assets and financial liabilities is taken (o profit and loss account,

Advances

Advances are stated net of specific and general provisions. Provisions are made fn accordance with the requirements of
Prudential Regulations [ssued by the SBP and charged to the profit and loss account. Thesa regulations prascriba a time
based criteria {as supplemented by subjective evaluation of advances by the Group) for classification of non-performing
loans and advances and computing provision there against. Such regulations alsa require the Group to maintain general
provision agalnst consumer and SME advances at specified percentage of such portfolio, General provision for loan
losses of overseas branches is made as per the requirements of the respective central banks, Advances are written off
where theme are no realistic prospects of recovery. The amounts so written off is a book entry and does not neccesarily
prejudice the Group’s right of recovery against the customers. The Group determines write-offs in accordance with the
criteria as prescribed by SBP vide BPRD clrcular ne. 06 dated June 05, 2007.

Istamic financing and refated assets

Under Murabaha financing, funds disbursed for the purchase of goods are recorded as advance against Murabaha finance
and the financing is recorded at the deferred sale price. Goods purchased but remaining unsold at the statement of
financial position date are recorded as inventories.

Assats given on ljarah are stated at cost less accumulated depreciation and accumulated impairment losses, if any. ljarah
assels are depreciated on a retucing balance basls over the term of the ljarah after taking into account the estimated
residual value, Impairment of ljarah assets is recognized in line with the Prudential Regulations or upon the ccourmence of
an impatment event which indicates that the carrying value of the llarah asset may exceed its recoverable amount.

In Running Musharakah, the Group and the customer enter-a Musharakah agreement where the Group agrees to finance
the operating activities of the customer’s business and share in the profit or loss |n proportion to-an agreed ratio at an
agreed frequency.

Under Diminishing Musharakah financing, the Group creales joint ownership with the customer over the tangible assets to
fulfill capital expenditure / project requirements. The Group receives periodic paymeants from the customer against the
gradual transfer of its share of ownership to the customer.

In Istisna transactions, the Group finances the cost of goods manufactured by the customer. Once fhe goods are
manufactured, these are sold by the customer as an agent of the Group to recover the cost plus the agreed profit.

Under Tijarah, the Group purchases the finished goods from the customer against payment, takes possession and appaint
customer as an agent to sell these goods to ultimate buyer on deferred payment basis. Profit is recognized on accrual
basis over the period of transaction,

Wakalah is an agency contract in which Group provides funds to the customer who invests it in a Shariah compiant
Manner.
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5.9
5.9.1

In Musawamah financing, the Group purchases the goods and after taking the possession, selis them to the customer
either in spot or credit transaction, without disclosing the cost.

Fixed assets and depreciation

Property and eguipment

5.9.1.1 Owned assels

Property and equipment except land and buildings are stated at cost less accumulated depreciation and accumulated
impairment losses; if any. Land is stated at revalued amount. Buildings are stated at revalued amount less accumulated
depreciation and impairment, if any. The cost and the accumulated depreciation of property and equipment of foreign
branches include exchange differences arising on currency translation at the year-end rates. Depreclation is charged to
profit and loss account applying the stralght ling method except buildings, which are depreciated on diminishing balance
method at the rates stated in note 12.2. Depreciation on additions is charged from the month in which the assets are
avallable for use and no depreciation is charged for the manth the assets are disposed off.

Subsequent costs are included in the asset's carrying amount or recognised as a separate assat, as appropriate, only
whean it s probabie that future economic benefits associated with the item will flow to the Group and the cost of the item
can be meaasured refiably. The camying amount of the replaced part is derecognised. All other repairs and maintenance are
charged to the profit and loss account during the period in which they are incurred.

Assets are derecognised when disposed off or when no future economic benefits are expected from its use or disposal.
(Gains and losses on disposal of property and equipment are included in profit and loss account.

The assets’ restdual values and useful lives are reviewed annually, and adjusted if appropriate, at statement of financial
position date.

Land and buildings' valuations are carried out by professionally qualified valuers with sufficient regularity fo ensure that
their carrying amounts do not differ materially from their falr value.

- Any ravaluation increass arising on the revaluation of such assets s recognised in the statement of comprehensiva
income and accumuiated in equity, excapt to the extent that it reverses a revaluation decrease for the same asset
previously recognised in profit and loss account, in which case the increase is credited to profit and loss account to
the extent of the decrease previously expensed. A decrease in the carrying amount ansing on the revaluation of
such assets |s recognised in profit and loss account to the extent that it exceeds the balance, if any, held in
*Surplus on Revaluation of Fixed Assets” relating to.a previous revaluation of that assat.

- Depreciation on assets which are revaluad is determinad with reference to the value assigned to such assats on
revaluation and depreciation charge for the year is taken to the profit and loss account.

- An amount equal lo Incremental depreciation for the year net of associafed deferred tax Is transferred from
“Surplus on Revaluation of Fixed Assets account” 1o unappropriated profit through statement of changes in eguity
to record realization ol surplus to the extent of the incremental depreciation charge for the year.

- On the subseqguent sale or retirement of a revalued assetf, the aftributable revaluation surplus remaining in the
revaluation reserve is transferred directly to unappropriated profit.

5.9.1.2 Leased assels (as lesses)

Assets subject to finance lease are accounted for by recording the asset and the related liability. These are recorded at
lewer of falr value and the presant value of minimum lease payments at the Inception of lease and subsequently stated net
of accumulated depreciation. Depreclation is charged on straight line basis at rates disclosad In note 12.2. Financial
charges are allocated over the period of lease term so as to provide a constant perodic rate of financial charge on the
outstanding liability.
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§5.9.1.3ljarah (as lessor)

5.8.2

593

510

Assets leased out under ‘ljarah’ are stated at cost less accumulated depreciation and accumulated impalrment losses, if
any. Assets under ljarah are depreciated over the period of lease term. However, in the event the asset is expected to be
available for re-llarah, depreciation is charged over the economic life of the asset using straight line basls.

ljarah income is recogrnisad on a straight line basis over the period of ljarah contract.
Capital work-in-progress

Capital work-in-progress is stated at cost less accumulated impairment losses, if any. These are transferred to specific
assets as and when assets are available for use.

Impairment

The carrying values of fixed assels are reviewad for impairment when evants or changes in circumstances indicate that the
carrying values may not be recoverable: If any such indication exists and where the carrying values axceed the estimated
recoverable amounts, fixed assets are written down to their recoverable amaounts.

The resulting Impairment loss is taken to profit and loss account axcept for impairment loss on revalued assets which is
adjusted against the related revaluation surplus to the extent that the Impairment loss does not excesd the surplus on
revaluation of assets, Where impairment loss subsequently reverses,; the carrying amount of the asset is increased to the
revised recoverable amount but limited to the extent of the amount which would have been defermined had there been no
impalrment. Beversal of impairment loss is recognized as income in profit and loss acocount.

Lease liabllity and right-of-use assets

The lease Habilities are initially measured at the present value of lsase paymenis that includes:

- fixed payments {including in-substance fixed payments), less.any lease incentives recelvable;

- variable lease payment that are based on an index or a rate as at the commencament dats;

- amounts expected o be payable by the lassee under residual value guarantess, if any;

- the exercise price of a purchase option If the lessee is reasonably certain to exercise that opfion; and

- paymeants of penalties for terminating the lease, if the lease term reflects the lessee exercising that option.

The lease payments are 1o be discounted wsing the incremental borrowing rate being the rate that the Group would have
to pay to borrow the funds necessary to obtain an asset of similar value in a similar aconomic environment with similar
terms-and conditions.

On Initial recegnition Right-of-use assets are measured at cost comprising the following:

. the amount of the initial measurement of lease lability;

- any lease payments made at or before the commencement date less any lease incentives received;
- any initial direct costs incurred; and

- an estimats of restoration costs.

The Group leases varous offices [ branches for the purpose of its operational activities, Rental contracts are typically
made for fixed perinds of 3 to 10 years. Lease terms are negotiated on an individual basis and contain a wide range of
different terms and conditions. The lease agreements do not Impese any covenants, but leased assets may not be used as
securlty for barmowing purposes.
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6.11

512

513

§.14

5141

Intangible assets

Intanglble assets are stated at cost less accumulated amortisation and accumulated impairment losses, if any. The cost
and the accumoulated amoriisation of intanglble assets of forelgn branches Include exchange differences arising on
currency translation at the year-end rates. Amortisation |5 charged to profit and loss account applying the straight-line
method at the rates stated In note 13. Amortisation on addition is charged from the month In which the assets are
available for use and no amortisation Is charged in the month the intangible assets are disposed off. The estimated usaful
life and amortisation method are reviewed at the end of each annual reporting peried, with the effect of any changes in
aestimate being accountad for on & prospective basis.

intangible assets with indefinite useful life are carried at cost less Impairment losses, it any,
Non-banking assets acquired in satisfaction of claims

In accordance with the requirements of the 'Regulations for Debt Property Swap' (the regulations) Issued by SBP vide its
BRRD Circular No. 1 of 2016, dated January 1, 2016, the non-banking assets acquired in satisfaction of claims are carried
at revalued amounts less accumulated depreciation. These assets are revaluad by professionally qualified valuers with
sufficient regulanty to ensure that their net carrying value does not differ materially from their fair value. A surplus ansing
an revaluation is credited to the 'surplus on revaluation of assets' account and any deficit arising on revaluation s taken to
the profit and loss account directly, Legal fees; transfer costs and direct costs of acqulring title to property is charged to
profit and loss account and not capitalized, Depreciation on non-banking assets acqulred In satistaction of clalms is
charged to the profit and loss account on the same basis as depreciation charged on the Group's owned fixed assets.

Deposits and their cost

Deposils are recorded at the fair value of proceads received.

Deposit costs are recognised as an expense in the period in which these are Incurred using effective yield method.
Taxation

Current

Provision of current faxation is basad on 1axable income for the year determined in accordance with the prevailing laws of
taxation on income earned for local as well as foreign operations, as applicable to the respective Jurisdiclions. The charge
for the current tax also Includes adjustments wherever considerad necessary relating to prior years, arsing from
assessments framed during the year.

5.14.2 Deferred

Deferred tax is provided on all temporary differences at the reporting date between the tax bases of assets and liabilities
and their carrying amounts for financial reporting purposes.

Deferred tax assets are recognised for all deductible temporary differences and unused tax losses, to the extent that it is
probable that taxable profits will be available against which the deductible temporary differences and unused tax losses
can be utilised. Deferred tax is not recognised on differences relating to investment In subsidiaries, branches and
associates and interest in joint arrangments 1o the extent the deductible temporary dilerence probably will not revarse In
the foresesable future,

The garrying amount of deferred tax assets are reviewed at each reporting date and reduced 1o the extent that it is no
longer probable that sufficient taxable profit or deductable tfemparary differences will be avallable 10 allow all or part of the
deferrad {ax assel to be utilised,

Deferred tax assets and liabilitres are measured at the tax rates that are expected to apply to the period when the asset is
realised or the llability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at the
reporting date:
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Deferred tax relating to gain / loss recognized on surplus on revaluation of assets s charged [ credited to such account.

5.15 Employee benefits
5.15.1 Defined benefit plans

The Group operates an approved funded pension scheme, an un-funded post retirement medical benefits scheme and an
un-funded benevolent scheme for its eligible employees. The Group also operates an un-funded gratuity schame for its
eligible contractual employees. An actuarial valuation of all defined bensfit schemes is conducted every year. Tha
valuation uses the Projected Unit Credit method. Remeasurements of the net defined benefit liability / assets which
comprise actuarial gains and losses, return on plan assets (excluding interest) and the effect of asset celling (if any,
excluding interest) are recognized immediately in other comprehensive income. Past-service costs are recognized
immediately in profit-and loss account when the plan amendment occours.

5.15.2 Other emplayee benafits
Employees' compensated absences

The Group also makes provision in the financial statements for ils liability towards compensated absences: This liability is
estimated on the basis of actuarial advice under the Projected Unit Credit method.

5.15.3 Retirement and other benefit obligations
In respect of CJSC Subsidiary Bank of NBP in Kazakhstan (CJSC)

The CJSC withholds amounts of pension contributions from employee salanes and pays them to state pension fund. The
requiraments of the Kazakhslan's legisiation state pension system provides for the calculation of current payments by the
employer as a parcentage of current total payments to staff. This expense is charged in the period the related salanes are
earned. Upon retirement all retirement benefit payments are made by pension funds selected by employees.

516 Revenue recognition

Income on loans and advances and debt security investments are recognized on a time proportion basis that takes into
account effective yleld on the assel. In case of advances and investments classified under the Prudential Regulations,
interest / mark-up is recognized on receipt basis,

Interest / mark-up on rescheduled / restructured advances and investments is recognized in accordance with the
Prudential Regulations of 58F

Fee, brokerage and commission income othar than commission on letter of credit and guarant=es and remuneration for
trustes services are recognized upon performance of services.

Commisslon on letters of credit and guarantees Is recognized on time proportion basis,
Dividend income on equity investments and mutual funds s recognized when right to receive is established.

Premium or discount on debt securities classified as held-for-trading, available-for-sale and held-to-maturity securities is
amaertised using the effective interest method and taken to profit and loss account.

Gains-and losses on disposal of investments and fixed assets are dealt with through the profit and loss account in the year
in which thay arise.

Incoma from leasa financing is accounted for using the financing method. Undar this method, the unearned leasa income
{defined as the sum of total lease rentals and estimated residual value less the cost of the leased assets) is deferred and
taken to income over the term of the lease so as to produce a constant periodic rate of raturn on the outstanding net
investmeant in the lease. Gains or losses on termination of lease contracts sre recogrized through the profit and loss
account when these are reglized. Unrealized lease income and other feas on classified leases are recognized on a receipt
basis.
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518

5.19

5.20

521

5.22

Met investment in finance lease

Leases where the group transfers substantially all the risk and ewards incidental to ownership of the assets 1o the lesses
are classifled as finance leases, Net investment in finance lease is recognisad at an amount equal to the aggregate of
prasant value of minimum lease payment Including any guaranteed residual value and excluding unearned finance income,
write-offs and provision for doubtful lease finances, if any.

Foreign currencies translation

The Group's financial statements are presentad in Pak Rupeas (Rs.) which is the Group's functional and presentation
clrrancy,

Foreign currency transactions are converted into Rupess applylng the exchange rate at the date of the respective
transactions. Monetary assets and liabilities in foreign currencies and assets / Habilities of foreign branches are translated
into Rupees at the rates of exchange prevailing at the statement of financial position date. Forward foreign exchange
contracts  are valued at the rates applicable to their respective maturities. All gains or losses on dealing in foreign
eurrencies are taken to the profit and loss account.

Profit and loss account balances of forelgn branches and subsidiaries are translated al average exchange rate prevalling
during the year. Gains and losses on transiation are included in the profit and loss-account except gains / losses arising on
translation of net assets of foreign branches and subsidiaries, which are credited to the statament of comprehensive
ircorme,

Statement of financial position balances of foreign branches and subsidiaries are transiated at exchange rate prevailing at
statement of financial position date. Gains and losses on transiation are included in the profit and loss account except
gains [ losses arising on translation of net assets of foreign branches and subsidiaries. which is crediled to the statermant
of comprehensive income.

Commitments for outstanding forward foreign exchange contracts are disclosed in these consolidated financial
statements at committed amounts. Contingent liabllities / commitments for letters of credit and letters of guarantee
denominated In foreign currencies are expressed in Rupee terms at the rates of exchange prevailing at the statement of
financial position date,

Provision for off balance sheel obligations

Provision for guarantees, claims and other off balance sheet obligations is made when the Group has legal or constructive
abligation as a result of past events. it is probable that an outflow of resources will be required to settie the obligation and
a reliable estimate of amount can be made. Chargs to profit and loss account s stated net of expected recoverias,

Off setting

Financial assets and financial liabilities are only sel off and the net amount is reported In the consolidated financial
statements when there is a legally enforceable night to set off and the Group Intends eithar to settle on a net basis, or fo
realize the assels and 1o settle the liabilities simultansously,

Fiduciary assets
Assats hald in a fiduciary capagity are not treatad as asse!s of the Group in the statament of financial position,
Dividend and other appropriations

Dividend and other appropriation to reserves, except appropriations which are required by the law, are recognised in the
Group's financial statements in the year in which these are approved.
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5.23

5.24

5.25

Earnings per share

The Group presents basic and diluted eamings per share ([EPS) for its shareholders. Basic EPS Is calculated by dividing
the profit or logs attributable to ordinany shareholders of the Group by the weighted average number of ordinary shares
autstanding during the year. Diluted EPS is determined by adjusling the profit or loss attributabile to ordinary shareholders
and the welghted average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, if
any. Thare were no dilutive potential ordinary shares in issue at December 31, 2021,

Bai Muajjal

Bai Muajjal transactions represent sales of Sukuks on a deferred payment basis and are shown in lendings to financial
institutions except for transactions undertaken directly with the Government of Pakistan which are disclosed as
investments.

The difference between the deferred payment amount récelvable and the carrying value at the time of sale is accrued and
recorded as incame over the Iife of the transaction,

Segment reporting

A segmant is a distinguishable component of the Group that is subject to risks and rewards that are different from those of
other segments. A business segment is one that is engaged either in providing cerlain producis or services, where as a
gecgraphical sagment is one engaged in providing certain products or services within a partioular economic environment.
Segment information is presented as per the Group's functional and management reporting structura.

During the year the Group changes its organizational structure In a manner that causes the composition of its reportable
segments 1o change, and accordingly the prior year disglosure is restated to reflect the current reportable segments In
nate 44,

Business segments
The Group's primary segment reporting is based on following business segments:

l. Retall Banking Group Includes ratall lending and deposits, banking services, cards and branchless banking.

Il Inclusive Devalopment Group consists of loans to individuals, agriculiure, SME, commadity and commercial
customerns,

. Corporate and Investment Banking segment offers a wide range of financial services to medium and large sized
public and private sector entities. Thess services include, providing and arranging tenured financing, corporate
advisary, underwriting, cash management, trade products, corporate finance products and customer services,

IV Treasury Includes fixed income, equity, forsign exchange, cradit, funding, own position securities, lendings and
borrowings and derivatives for hedging and market making.

Vv International Financlal institution and Remittance segment includes the resulls of all intermational branches,
correspondent banking business and global remittances, This represents Group's operations in 14 couniries
Including Pakistan and 18 branches inciuding one branch in export processing zone in Pakistan,

Wi Aiternaad and Istamic Banking provides shariah compliant services to customers including loans, deposits and
ather transactions

Vil Head Cffice / Others includes the head office related activities and other functions which cannat be classified in
any of the above segmants,
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5.26

Geographical segments
The Group |s operating followlng geographic lines for monitoring and reporting purposa:

[\

A

Pakistan

Asia Pacific (including South Asia)
Europe

United States of America

Middie East

Accounting estimates and judgments

The preparation of the consolidated financial statements in conformity with Approved Accounting Standards reguires the
use of certain critical accounting estimates, It also requires management lo exercise its judgment in the process of
applying the Group's accounting polices. The estimates, judgments and associated assumptions used in the preparation
of these consolidated financial statements are based on historical experience and other factors, Including expectations of
future events that are balieved fo be reasonable under the circumstances. The key areéas of estimales and |udgments in
relation to these consolidated financial statements are as follows;

aj

b

€

Provision against non-performing loans and advances

The Group raviews its loan portfolio 1o asseas amount of nen-performing loans and determine provision required
there against on a quarterly basis. While assessing this requirement, various factors including the past dues,
dalinquency in the account, financial pasition and future business / financial plan of the borrower, value of collateral
held and requirsments of Prudesntial Regulations are considered. The Group also considers the effect of Forced
Sale Value (FSV) of collaterals in determining the amaunt of provision, however, no benefit of F5V of collateral has
been taken during the year in determining provisioning amount,

General provision for loan losses of ovarseas branches Is made as par the requirements ol the respective central
banks.

The amount of genaral provision against domestic consumer and SME advances is determined in accordance with
the ralevant Prudential Regulations and SBP directives.

In addition, the Group has alsc made general provision In respect of its corporate portfolio on prudent basis. This
general pravision is in addition o the requirements of Prudential Regulations.

Fair value of derivatives

The fair values of derivatives which ara not quoted |n active markets are determined by using valuation technigues.
The valuation technigues take into account the relevant interest and exchange rates over the term of the contract.

Impairment of available-for-sale investments

The Group considers that avallable-tor-sale equity investmants and mutual funds are impaired whan there has bean
a significant or prolonged decling in the fair value below its cost except for investments where refaxation has bean
allowed by SBR This determination of what is significant or prolonged requires judgment. In addition, impairmant
may be appropriate whan there is evidence of deterioration in the financial health of the investee, industry and
sector performance,

Further the Group has developed internal eritena according ta which a decline of 30% in the market value of any
scrip below its cost shall constitute as a significant decline and where market value remains below the cost for a
period of one year shall constitute as a prolonged decline.,
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d) Held-to-maturity investments

The Group follows the guidance provided n the SBP circulars on classitying non-derivative financlal assets with
fixed or determinable payments and fixed maturity as held-to-maturity. In making this judgment, the Group
avaluates its intention and ability to hold such Investments till maturity,

aj Income taxes

in making the estimates for current and deferred taxes, the management looks at the income tax law and tha
decisions of appefiate authorities on certain issues in the past. There are certain matters where the Group's view
differs with the view taken by the income tax department and such amounts are shown as contingent liability.

fl Fixed asset and intangible assets, revaluation, depreciation and amortization

In making estimates of the depreciation / amortization method, the managemant uses mathod which reflects the
pattern In which economlc benifits are expected to ba consumed by the Group. The method apphied is reviewed at
each financial year end and if thers is a change in the expected pattern of consumption of the future sconomic
banefits emboedied In the assets, the methed |s changed to refiect the change in pattarn.

The Group also revalues its properties on a periodic basis. Such revaluations are carmed out by independent valuer
and involves estimates / assumptions and vanous markat factors and conditions.

al Employees’ benefit plans

The labilittes for employees' benefits plans are determined using actuarial valuations. The actuarial valuations
involve assumptions about discount rates, expected rates of return on assets, future salary increasss, future
inflation rates and future pension increases as disclosed in note 40. Due to the long lerm nature of these plans,
such estimates are subject to significant uncertainty.

h) Provision against contingencies

Provision against contingencies is determined based on the management |udgement regarding the probability of
future outflows of resources embodying economic benefits to settie an obligation ansing from pas! evants,

i) Determination of control over investees
The Group's management applies its judgement to determine whather the control exists over the investes entities.
6.  CLOSURE OF FOREIGN SUBSIDIARIES AND OPERATIONS

The Board of Dirsctors (BoD) of the Bank, in their meating held on January 20 and 21, 2020, have decided for closure of
their two overseas Subsidiaries In Almaty {Kazakhstan) and Dushanbe (Tafikistan) along with three overseas branches in
Baku (Azerbaljan), Bishkek (Kyrgyzstan) and Asghabat (Turkmenistan) so their camying amount will ba recovered principally
through continuing use. With regards o regulatory approval, the Bank applied to ministry of finance and State Bank of
Pakistan for their endorsements and accordingly received their approval, with respect to the BoD decision, on April 07,
2020 and April 24, 2020 respectively.

Further, it has been decided by BoD 1o restrict their country operations in Afghanistan (Jalalabad) and Bangiadesh (Sylhet,
Chittagong and Guishan) to one branch in each country located in Kabul and Dhaka respectively.

As of December 31, 2021, Bank has closed down its operations In Tashkent (Uzbekistan), Jalalabad (Afghanistan) and
Sylhet {Bangladesh). The licenses of Ashgabat {Turkmenistan), Dushanbe (Tajikistan) and Almaty {Kazakhstan) have been
cancelled and these locations are under closure process. Further, as of January 17, 2022, the BoD has approved the
cloaurs of its operatlon of Paris branch.
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As at December 31, 2021

74

1962.
7.2

prescribed by the SBR
7.3

CIsC CJsC
Subsidiary  Subsidiary .
, i : Baku Bishkek Ashgabat Paris
Particulars Bank of NBP in  Bank of NBP in = : Total
Kazakhsian  Tajist {Azerbajan] (Kyrgyzstan) (Turkmenistan]  (France)
[Almaty) (Bushanbe)
ceveereees (Subsiciaries) (Beanches)
{Rupees in '000) --
Total Assets 1,700,218 TO6,668 981,308 1,714,063 352,382 3329382 8874032
Total Liabilibes 1.566 ans 60,027 4101 = 2,776,328 2,842,928
Profit / (loss) for the year (57,131) (30,082) (34,466 12,527 (21, 624) (408,835) (539,711)
2021 2020
Note —————{Rupees in '000)——
7. CASH AND BALANCES WITH TREASURY BANKS
In hand:
Local currency 56,039,638 48,499,842
Foreign curmency 6,924,389 6,925 688
62,964,027 55,425,630
With State Bank of Pakistan in:
Loeal currency current acoounis 71 133,688,708 || 125,017,412
Faoreign currency current accounts 7.2 11,738,428 10,209,399
Foreign currency deposilt accounts 72 24,098,591 21,022,297
Foreign currency collection accounts 1,226,824 1,618,084
170,752,551 157,867,192
With other central banks in:
Farelgn currency current accounts 73 40,265,103 29,581 326
Fareign currancy deposit accounts 73 2,920,706 4,789,170
43,185,808 34,370,496
Prize bonds 1,966,349 2,306,248
278,868,736 249 969,566

This [neludes statutory liquidity reserves maintained with the SBP under Section 22 of the Banking Companies Ordinance,

These représent mandatory reserves maintained in respect of forsign currency deposiis under FE-25 scheme, as

These balances periain to the foreign branches and are heid with central banks of respective countriss, These inciuds

balances to meet the statutory and regulatory requirements in respact of liquidity and capital requiramants of respactive
countrigs. The deposit accounts carry interest at the rate of 0% to £.30% per annum (2020: 0% 1o 3.50% per annum).
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8.1

8.2

2.1

9.2

83

2.4

8.5

202 2020
BALANCES WITH OTHER BANKS MNote -—————{Rupees in '000)—
In Pakistan;
In qument accounts 171,930 33,502
In deposit accounts 8.1 595,236 394,071
767,166 427,573
Chutside Pakistan:
In cument dccounts 12,797,681 8,708,983
in deposit acoounts 8.2 5,646,390 5,878,810
18,444,071 14,587,793
19,211,237 15,015,366

These include various deposits with banks and carry interest at rates ranging from 2.5% to 8% per annum (2020 2% to
8% per annum).

These include various deposits with cormespondent banks outside Pakistan and carry interest at rates ranging from 0% to
1.5% par annum (2020: 0% to 2.5% per annumy.

2021 2020
MNote -———{Rupees in '000)—

LENDINGS TO FINANCIAL INSTITUTIONS

Call / clean money lendings 91 21,009,723 2,040,800
Repurchase agreament lendings {(Reverse Repo) 924848 282,051,308 124,763,875
Musharaka Lending 8.3 30,000,000 =
Rlacemeants with State Bank of Pakistan 9.4 2,405,644 -
Latters of placement 9.5 174,150 176,150
9.6 335,640,825 126,980,825
Less: provision held against lendings to financial institutions 97 &099 {(174.150) (176,150)
Lendings to financial Instiutions - net of provision 335.466,675 126,804,675

This includes zero rate lendings to a financial institution Rs. 9.7 million (2020: Rs. 40.8 million) which is guarantesd by the
SBR

These carry mark-up at rates ranging from 8.75% 1o 10.7% per annum (2020: 6% to 7.29% per annum) with maturities
ranaing from Jaruary 4, 2022 to January 14, 2022,

This represents Musharaka agresments entersd inlo with Meezan Bank Limited and earrying profit at the rate of 10.65%
(2020: nily par annum.

These represent placements made with the SBP as a result of shortfall in respact of time-based mandatory targets of
disbursemants under Government's scheme "Mera Pakistan Mera Ghar". These placements are for a penod of six months
to one year and camy ng mark-up.

Thiese are overdue placements and full provision has been made against these placements as at Degember 31, 2021.
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9.6

9.7

8.8

2.8.1

a9

202 2020
Particulars of lending e {Rupees in '000)—
In local currancy 335,640,825 126,980,825
In foreign currencies £ 3

335,640,825 126,980,825

Movement in provision held against lendings is as follows:

Opening balance 176,150 176,150
Reversal for the yaar (2,000) -
Closing balanca 174,150 176,150

Securities haeld as collateral against lendings to financial institutions

2021 2020
vny [t o | ey [Emam] e
(Rupees in "“00G)
Markst Treasury Bills 163,584,180 - 163,594,180 91230121 - 91,230,121
Pakistan Investmeant Bonds 118,457,128 - 118,457,128 33533754 - 33,533,754
Total 282,061,308 - 282,061,308 124,763,875 - 124,763,875

Market value of the securties under repurchase agreement lendings amounts to FAs. 279,633 million {2020: Rs. 125,094
million).

Category of classification 2021 2020
Classified Pravision Classified Frovision
Lending held Lending held
Domestic ~(Fipaas:In 1000)
Loss 174,150 174,150 178,150 176,150

Tatal 174,150 174,150 176,150 176,150
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10.3  Provision for diminution in value of investments

2021 2020
~—————{Rupees in '000)—

Dpening balance 12,862,773 12,895,866
Charge / (reversals)
Chargs for the year 1,242,251 1,258,140
Reversals for the year (718,973) (1,291,233}
523,278 (33,043
Closing Balance 13,386,051 12,862,773
10.3.1 Particulars of provision against debt securities 2021 2020
Category of classification NP1 Provision MNP Provision
Domaestic (Rupees in "000)
Doubtful - 119,133 59,567
Loss 5,607,314 5,607,314 5,552,738 5,543,973
Total 5,607,314 5,607,314 5,671,871 5,603,540
104 Movement Schedule for Associates and Joint Venture
i)
Shnwe of Sharo of
Surples | | Surplus /
. it/ Exchange othar .
Opening Addion | Diposat n;}*;d m:‘- Hod |deficit Dﬂ r[thﬁclf].nﬂ -:uﬂ:r‘:mu- m
et ot s PIOSTIINE | BSOS | | ocome

Joint Vanture (Rupees in '000)
Linibed Mational Bank Limited 6,054,002 . N5 e0pe m i??m 35807 7140002

6,054 005 - - - AT G010%0 9500 {77008 ALH07 740807
s
Unfisted
Pakistan Emerging Veature Limited 50,565 = . 50,585
Mational Fructose Company Limdad 8,500 - E500
Featomal Azsads Insuranca Company Limfag 44815 = - 4,615
Diazabhoy Energy Supply Company Liméed a0 . - . 2105
Pakistan Maroantile Exchangs Limitad 106,53 - - - 106,539
Listid
Firat Crecit and Iméestiment Bank Limitad 210,505 - 4,381 (3345 2157
Land Mark Spining Mits Limited B0 . . 3,710
&G Allied Business Limied HE.5% - il Bty
Nira Indusines Limited 43,060 . - 48,060
Agntach Limited - . . ; - . .
NEP Stock Fun 500,734 {7,008 18,478 . = Bt2A01

1.250,067 . {7.008) 205 [REC 1,811,766
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2020

Shan of Exchange Surplak /| Surplul | Shano ol
[Hotednnid | gnahid / phoan) {wlleit) g | phefica) an wther Ciesing

Etinon paid | for the year - | "ESON guation | Favabon | comprnen-|  Baiance
nedoltae | Tt | Propeites | Securlties | s Irecme
{Pipes I O

Joint Venture
Uinitad National Bank Limited 5,827 B85 - - . [219.384) 303835 18516 122807 - 6,054,005

GAZ7ERE - - - 1219389 303836 18516 122097 - § 54,008
Associates
Linligted
Paklstan Ermarging Verture Limited 50,565 * - - e - - - - B0,565
Mational Friuctose Company Limited £.500 = - - . - - - - 6,500
Matitenil Assets nsurance Gompany Limited 44 815 . - . . 2 - B 2 44815
Dadabhay Eneeyy Supply Compary Limded 006 - . . . - . . - 82108
Pakistan Marcantile Exchange Limited 108,538 - - - . - - - - 106,530
Listec
First Gredit and Investment Bank Limited bel i - - : 9242 - - (6828 - 210,508
Land Mark Spining Mills Limitad 38,710 . - > * - = 9.0
SG Allied Business Limited 218,534 = = . . = - = = 218,534
Nina Industries Limited 40080 - . . . . : : - 49,060
Agritech Limited . . - . . = . y . -
NBP Stock Fund 467,163 - - . 33571 . . 5 . 500,734

1,223,080 - - - 42813 - . (5,828) - 1258087
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10.5 Quality of available for sale securities

Detalls regarding quality of available for sale securities are as follows:

Federal government securities - government guaranteed

Markat Treasury Bills 721,736,763 520,397,138
Pakistan Invastment Bonds 571,528,321 470,136,168
liarah Sukuks 14,000,979 6.000,000
Cost 1,307,266,063 1,005,533, 306
Shares
Listed companies sector-wise
Automabile Assambler 614,233 536,303
Automabile Parts and Accessories 1,113,967 843,923
Cable and Electrical Goods 269,665 211,166
Cement 2,919,974 1,882,741
Cheamical 768,003 753,684
Commercial Banks 3,648,181 3,896,815
Enginearing 1,086,335 855,646
Fertilizer 1,029,148 2,457,103
Food and Personal Care 1,218,026 1,393,503
Glass and Ceramics 72,522 203,855
Insuranos 1,842,720 1,713,756
Investment Banks / Investment companies / Securities companias 513,566 513,840
Leasing Companias 13,738 21,890
Leather and Tanneries 297.568 189,470
Modarabas - 120
Oil and Gas Exploration Companies 2,702,776 2,408,733
Ol and Gas Marketing Companies 6,117,686 5,954,784
Paper and Board B75.312 402,039
Pharmmaceuticals 895,798 512,974
Power Generation and Distribution 3,000,787 2,988.617
Real Estate Investment Trust 305,872 586,526
Fefinary 44T 422 a00,948
Sugar and Allisd Industries 260,476 288 528
Synthetic and Rayon 32,622 91,980
Technology and Communication 754,027 960,033
Textile Composite 1,552,549 1,890,534
Teatile Spinning 655,364 638,440
Textile Weaaving 25,854 25,854
Transport 32,068 32,385
Miscallaneous 454,607 86,486
Cost 34,150,987 33,242,726
2021 2020
Uniisted companies Cost  |Breakup value]  Cost  [Breakup value]
(Rupees In '000)
Digri Sugar Mills Limited 4,063 135,585 4,063 135,585
JOM Textile Mills Limited - - 4,784 324,651
Gelcaps Pakistan Limited 4,665 8,842 4,665 8842
Pakistan Agriculture Storage Service Corporation 5,500 1,623 5,500 1,623
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2021 2020
Unlisted companies | Cost  |Breakup value| Cosl | Breakup value |
{(Rupees in '000)

Al Ameen Textiles 327 N/A* 327 N/AT
Professional Managemant Modaraba (Formierly Al Zamin

Modarba Management (Private) Limited) 1,000 2134 1,000 2,134
AMZ Venture Limited Class A 121 MrA 121 M
Arabian Sea Country Club 6,500 {6,810) 6,500 (6,640)
Atias Power Limited 375,000 | 1,544,905 375,000 1,328,000
Attock Textile Mills Limited 200 N/A 200 MSA
Pakistan Morigage Refinance Company Limited 600,000 1,006,700 600,000 770,195
FT.C. Management Company Private Limited 250 40,094 260 46,998
Fauji Akbar Portia Marines Terminal Limited 321,076 570,681 321,076 570,680
Faujj Oll Terminals and Distribution Limited 10,886 118,741 10,886 99,059
First Women Bank Limited 21,100 79,733 21,100 71,946
Fortune Securities Limited 5,000 11,411 5,000 7.574
Frontier Textile Mills Limited 500 272 500 272
Gulistan Powsar Generation Limited 2,200 8,098 2200 8,096
Hazara Woolen Mills Limited 200 N/A 200 MN/A
Industrial Development Bank of Pakistan 107 MN/A 107 M
Inter Asia Leasing Company Limited 500 N/A 500 MN/A
ISE Towers REIT Managemant Company Limited 30,346 50,802 30,348 46,890
Junaid Cotton Mills Limited 37 MN/A 327 MN/A
Kaisar Arts and Krafts Limited 8,385 N/A B,395 MA
Kaytex Mills Limited 3,778 N 3,778 MNSA
Mian Mohammad Sugar Mills Limited 15 N/A 15 M
Muslim Ghee Mills Limited 1,810 N/A 1,810 N/A
Myfip Video Industries Limited 5,373 N/A 5473 MIA
National Asset Leasing Corporation Limited 14 MN/A 14 MR
National Construction Limited 250 597 250 597
National Institution of Facllitation Technology (Private) Limited 1,526 35,899 1526 74,484
National Investment Trust Limited 100 1,003,28 100 Ban,7a2
Mational Woolen Mills Limited 183 NiA 183 MNA
Matover Lease and Refinance 2602 N/A 2,602 MNIA
Nowshehra Engineering Waorks Limited 41 N/A 41 MNiA
Pakistan Export Finance Guarantea Agency Limited 11,528 1,152 11,529 1,152
Pakistan Paper Corporation Limited 373 N/A ara M/A
Pakistan Telephone Cables 143 MN/A 143 MN/A
Pakistan Textile City 100,000 12,410 100,000 12,410
Pakistan Tourtsm Development Corporation 100 a2 100 82
People Stesl Mills Limited 3,276 N/A 3276 A
Cladri Textile Mills Limitec 500 N/A 500 MAA
Hehman Cotton Mills Limited 16,958 107,895 16,958 107,895
Refrigerator Manufacturing Company Limited 4,589 MN/A 4,589 MR
Rousch Power Pakistan Limited 132,888 1,503,561 132,888 1.322,458
Aubry Rice and Ganeral Mills Limited 750 NFA 750 NA
Sahrish Textile Mills o N/A 21 MN/A
Shoaity Capital 272 544 272 544
SME Bank Limited 26,950 (318) 26,950 {318)
South Asia Regional Fund 287 N/A 287 A
Star Salica Industries Limited 267 MN/A 267 MNrA
Syed Match Industries 2 N/A 2 MA
Union Insurance Company of Paklstan 4 MNAA 4 MN/A
Unity Modaraba 28 N/A 28 MIA
Zafar Textiles Mills Limited 257 N/A 257 N/A

* Mot available

Annual Repert 2021



Matlonal Bank af Pakisisn

i

BNBP

Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2021

2021 2020
Unlisted companies | Cost | Breakup value | Cost | Breakup value |
{Rupess in '000)
Zulsham Engineering Works Limited 330 M/A® 330 h/A
Information System Associates Limited 1,719 MNSA 1,718 N/A
1 Link {Guaranteg) Limited 50,000 267,895 50,000 139,362
Pakistan Corporate Restructuring Company Limited 96,000 NSA 96,000 NIA
Pakvitae {Private) Limited 21,000 MN/A - -
1,882,198 1,865,982
" Not available
2021 2020
Mon Government Debt Securities (Rupees in '000)
Listed
S AAA 42,055 1,597,751
- AA AAL AA- 9,265,030 11,048,398
- A+ AL A- 833,334 866,667
- Unrated 7,073,292 7,072,012
Cast 17.213,681 20,685,829
Unlisted
- AAA 22,132,840 19,782,681
- A+, AA, AA- 4,010,113 5,212,657
- Ak, B A 2745811 2,850,000
- BBE+, BEB, BBE- 288,760 299,820
- Unrated 9,102,917 11,408,407
Cost 38,281 541 39,664,465
Foreign Securities
2021 2020
Government Securities Cost Rating Cost Rating
{Rupees in '000) {Rupees in '000)
USA 880,932 AA+ 2,785,017 Ad+
2021 2020

...... -(Rupees in '000)—

Non Governmient Debt Securities - Cost
Listed

- A+ - 79,438
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10.6

10.6.1

10.7

10.8

2021 2020
Particulars refating to Held to Maturity securities are as follows: ————{Rupees in '000)———
Federal Government Securities - Government guaranteed
Pakistan Investmant Bonds 324,726,185 168,676,415
Bal Muajjal with Governmant of Pakistan 10,914,185 11,641,133

335,640,370 180,317,548

Non Government Debt securities

Listed
- Unratad 19,181 27.948
19,181 27948
Unlisted
- Unrated 387,983 387,025
387,983 387,025
Foreign Securities
201 2020
Cost Rating Cost Hating
Government Securities (Rupees in "000) (Rupees in “000)
Azerbaijan 204,494 BB+ 646,643 BB+
Bangladesh 28,672,064 Ba3 27.277.984 BE-
Kyrgyzstan 841,944 B2 1,118,290 B2
Kingdom of Saudi Arabia 2,631,007 A 2,551,243 A
Korea 742,001 AL 734,572 Al
34,091,600 32,418,809
e _—
2021 2020

—————{Rupees in ‘000) ————
Mon Government Debt Securities “P I

Listed
- Unrated - Cost 680 818

The market value of securities classified as held-to-maturity as at December 31, 2021 amounted to Rs. 366,869 million
(2020: Rs. 218,678 million).

Investmant in shares of a bank Incorporated outside Pakistan - Bank Al-Jazira

The Bank holds 30,333,333 (2020: 30,333,333) shares in Bank Al-Jazira (BAJ) incorporated in the Kingdom of Saudi
Arabia, representing 3.7% (2020: 3.7%) holding in total equity of BAJ. The investment has been marked to marke? using
closing price as quoted on the Saudi Stock Exchange in accordance with SBP concurrence vide letter No. BSD/SU-
13/331/685/2006 dated February 17, 2006. BAJ's Viability Rating is F2 with short term and long term |DR at BBB+ by Fitch
Rating Agency.

The 84273510 {2020; 94 273.510) shares of Agritech Limited were acquired from Azgard Mine Limited as part of multiple
agreements including the Master Restructuring Agreement (MRA). These shares were acquired at an agreed price of Rs.
35 per share. The market value of these shares at December 31, 2021 amounted to-Rs. 3.79 per share resulting in an
impairment of As. 3,264 million (2020: Rs. 3,124 million) which has been fully recorded in these consolidated financial
stataments.

Annual Report 2021



BNBP e

Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2021

10.8

10.10

1011

1012

10121

10.13

1014

10.15

1016

There is a put option available to Azgard Nine Limited, under which Azgard Nine Limited has the right 1o sell 58.28 million
preference shares of Agritech Limited to the Bank at a prce of Rs. 5.25 per share subject to the occcurrence of certain
avents under the agreement.

Aggregate market value of investmant in associates (quoted) on the basis of guoted prices amounts to Rs. 1.880 million
(2020: Rs. 1,456 million).

Associates with zero carrying amount, represent the investments acquired frem former Mational Development Finance
Corporation (MDFC) which have nagative equity or whose cperations were closed at the time of amalgamation.

The detalls of braak-up value based on latest available financial statements of unlisted investmeants in associales are as
follows:

Year / Perlod Break-up
ended value
(Rupees in '000)
Mational Assets Insurance Limited December 31, 2020 61,114
Pakistan Emerging Venture Limited June 30, 2019 283
Mehran Industries Limited June 30, 2001 5,681
Tharparkar ngar wilts Limited September 30, 2001 (83,140)
Prudentlal Fund Management June 30, 2007 (2,482)
Dadabhoy Energy Supply Campany Limited Jure 30, 2007 103,952
Pakistan Mercantile Exchange Limited Jure 30, 2021 16,876
2021 2020
Investment in joint venture Note ~——{Rupees in 000} —————
United National Bank Limited (UNBL)
{Incarporated in United Kingdom) mi}fﬂf:F / 7,140,903 &.054.005

Linder a joint venture agreamant, the Bank holds 20.25 million ordinary shares {45%) and United Bank Limited (UBL)
holds 23.25 million ordinary shares (55%) in UNBL. In addition to ordinary shares, four preference shares categories as
‘A, *B®, "C" and "D" have been issued and allotted. The "B® and "D" category shares are held by the Bank and
category “A" and "C* are held by UBL. Dlvidends payable on "A" and "B" shares are related to the ability of the venture
to utilize tax losses that have been surrendered to It on transfer of business from the Bank or UBL as appropriate.
Dlvidends payable on “C" and "D" shares are related to loans transfarred to the veniure by the Bank or UBL that have
been written-off or provided for at the point of transfer and the ability of the venlure to realize In excess of such loan
value:

The Invastments in shares include shares of Pakistan State Oil Company Limited, Sul Northern Gas Pipeline Limited and
Pakistan Engineering Company with cost of Rs. 4,603 milllon (2020: Rs. 4,603 milion) that have been frozen by the
Government of Pakistan for sale in the equity market due to thelr proposed privatization,

The investments also include shares acquired under tri-partite consent agreement daled June 28, 2011, These sirategic
irvestments comprise of the shares of Pakistan State Q) (38,055,247 shares), shares of Sui Northern Gas Pipeline
Limited (18;805.318 shares) and Pakistan Engineering Company (135,243}, The cost of these shares amounts to Rs.
4,603 million and market value as at Becember 31, 2021 amounts to Rs. 7,606 million. These shares can not be scid
without concurrence of privatization commission.

The investments also Include 10,555,000 shares of Pakistan Reinsurance, The cost of these shares amounts to Rs, 220
millian and market value as al December 31, 2021 amounts to Bs, 236 milion. These shares can not be sold without
caoncurrence of privatization commission.

The investment also include 20,000,000 shares of First Credit and Investment Bank, The gost of these shares amaounts to
As. 157 million. Thess shares can not be disinvested without prior consultation with Ministry of Finance.
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1047

10171

11.

111

2021 2020

———{Rupesas in 000} —————
Investments in subsidiaries

Cast-N-Link Products Limited
Less: provision for diminution in value of investinants

1,245 1,245
(1,245) (1,245)

The financial statements of Cast-N-Link Products Umited (CML) are not available since the year 1997. Accordingly, the
management of the Group had applied to the Secunfies and Exchange Commission of Pakistan (SECP) for the
exemption from the requirements of section 228 of the Companies Act, 2017 (the Act) in respect of consolidating its
subsidiary CNL. The SECP, vide its letter EMD/233/627/2002-103 dated November 18, 2019, has pot acceded the
Bank's request from the exemption from consolidation of CNL in its consolidated financial statements for the year ended
December 31, 2018 and further directed to comply with the requirement of section 228 of the Act. However the Bank,
based on the fact that investment of the Group in CML is not material and comprise of 0.000032% of the total assets of
the Bank and the investment have been fully provided for, has not consolidated the financial statements aof CNL

Perorming Non Performing Total

AEVANCES 2021 2020 2021 2020 202 2020

Note (Aupees in '000)
Lians, sash credits, nunning finances, atc. 1,045,532,008 €32517.087 183456,702 160,534,747 1,228,088,195 1,083.051,544
Islamic financing and related asseis 42316260 37546863 Ti2,762 602,813 43,029,001 38,142,778
Mat Investment in finance ease 114 47,548 58,239 25,944 28,844 76,492 87183
Bills discounted and purchased 19169730 18,996,127 14,047,881 10645008  S3347TE11 29644135
Advances - gross 112 1,007.085640 988,120,326 198,345,689 171,812,612 1,305441,329 1,160,932,938
Provision against advances
- Spacific - . !?Mﬁﬂq 154,587,760 | 179654610 | 154,587 fe8
- General 12,472,591 22475748 - - 1247250 22 473,748

114 12472501 22473748 179,854610 154587760 192127201 177,061,517
Advances - nat of provision 1,004,623,049 965,646 578 18,691,073 17224843 1113314128 SR3IATL AN

Laler fian ong Lster (50 G
Hmﬂhmm mdmplofe (Defepas | Tl ":_lfw and upfo fiee | Ower e marm Tots
B e B s
{Rupees in '000)

Lease rentals receivable 51,796 64 - 51,880 61,751 556 - 82307
Hesidual value 48,804 185 - 48,988 48,804 815 . 49,619
Minimuem lzase paymants 100,600 2498 - 100,849 110,655 1.37M - 111,926
Less: Financial charges Tor futurs penods 24,356 1 = 24,357 24,110 32 - 24,742
Present value of minimum [ease paymants 76,244 248 - 76,492 85845 1,339 - 87,183

The leases executed are lor aterm of 1 1o 5 years. Security deposit is generally obtained upto 10% of the cost of leased
assets at the time of disbursement. The Group requires the lessee to insure the leased assets in favour of the Group.
Additional surchame Is charged on delayed rentals. The average refurn implicit ranges from 10.18% to 14.85% (2020
10.19% to 17.30%) per annurm.
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2021 2020
———{Rupesas in 000} —————

11.2 Particulars of advances (Gross)

In local currancy 178,144,911 1,071,981,595
In foreign currencies 127.206,418 88,951,345
1,305,441,320  1,160,932,938
11.3 Advances include Rs. 198,346 million (2020: As. 171,813 million) which have been placed under non-perfarming status as
detailed balow:
Category of Classification o o
Non Mon
Parforming Frovision Parforming Provision
Domsatic Loans Loans
' {Rupees in '000)
Other Assets Especially Mentioned 1,950,183 84,550 1,626,950 45392
Substandard 5,245,094 1,230,458 5,418,693 1,336,002
Doubtiul 17,048,217 8,455,990 15,816,861 7.881.223
Loss 127,537,486 124,864,378 106.261.071 103.817.273
151,780,980 134845383 129,123,575 113,179,889
Overseas
Mot past due bt impalmed - - - -
Overdue by:
Lipto 80 days - - 11,666 9,183
91 10 180 days - - B -
181 1o 365 days 286,746 143,373 - -
=365 days 46,277,963 44,865,854 42 577371 41,388,697
45,564,708 45,009,227 42 689,037 41,407,880
Total 108,345,689 179654610 171812612 154 587,769
11.4  Particulars of provision against advances
2021 2020
Specific General Total Specific General Total
Note {Rupees in '000)
Opeaning balance 154,587,760 22473,748 177,061,517 134,688,566 8.005951 143.,684.917
Exchange adjustments 4,293,544 50,984 4,344,528 1,462 567 15,535 1.478,102
Charge fof the year 15,680,535 513,602 | 16,194,137 || 19,001,917 | 13,707,207 | 32,709,124
Raversals (4,238,039)| (952,785)| {5.190,824)|| (3.138,355) (321.795)| (3.480.150)
11,442 496 (439,183) 11,003,313 15863562 13385412 29248974
Amounts written off 11.51 (171,425) - (171,425) (BS.494) - (89.434)
Amounts charged off-
agricutture financing 11413 (110,733) - (110,733) (193,807) - (183,807)
Transfar from genaral
to specific provision 9,612,958 (9,612,958) - - - -
Transfer from other assets = = - 2,855,975 66,850 2,922,825
Closing balance 179,654,610 12,472,591 192,127,201 154,587,768 22473748 177,061,517
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Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2021

11.4.1 Particulars of provision against advances

2021 2020
Specific General Total Specific General Total
(Rupees in '000)
In local currency 134,645,382 12,220,748 146,866,131 113,179,889  22,27408B8 135,453,978
In foreign currencies 45,009,228 251,843 45,261,071 41,407,880 199,659 41,607,539

178,654,610  12472,501 192,127,201 154,587,769 22,473,748 177.061.517

11.4.1.1 General provision includes provision amounting to Bs. 5,618 million (2020: Fs. 5,196 milllon) against consumer & SME

finance portfolio as required by the Prudential Regulations issued by the SBP General provision also includes Hs, 252
million (2020: As. 200 million) pertaining to overseas advances to meet the requirements of regulatory authorities of the
respective countries In which the Group oparates.

The Group has also maintained general provision of Rs. 6,603 milion (2020: Rs. 17,078 milion) In respect of its
underparforming portfolio on prudent basis.

11.4.1.2 The SBP has allowed specific relaxation to the Bank for non-classification of overdue loans of certain Public Sector

Entities {PSEs) which are guaranteed by Government of Pakistan as non-performing loans up till December 31, 2021, No
provision Is required against these loans; however, mark-up Is being suspended as required by the Prudential
Regulations:

11.4.1.3 These represent non-parforming advances for agriculture finance which have been classified as loss and fully provided

1.8

11.51

11.5.2

11.6

12

for more than 3 years. These non-performing advances have been charged off by extinguishing them against the
provision held in accordance with Prudential Regulations for Agnculture Financing lssued by the SBP This chame off
does not, in any way, prejudice the Group's right of recovery from these customers.

2021 2020

Particulars of write-offs MNote —{Rupees in '000)————
Agains! provisions 11,52 171,425 89,494
Write-offs of Rs. 500,000 and above
- Domastic 44 538 40,260
- Cverseas 81,364 -

11.8 125,900 40,260
Write-offs of below Rs. 500,000 45,625 49,234

171,425 89,494

Details of loan write-off of Rs. 500,000/- and above

In terms of sub-section (3) of Section 33A of the Banking Companies Ordinance, 1962 the Statement in respect of
written-off loans er any other financial relief of rupees five hundred thousand or above allowed 1o a personis) during the

year ended Decamber 31, 2021 |5 given in Annexure-l to the consclidated financial statemants. (except whera such
disclosure is restricted by overseas regulatory authorities).

Infermation related o islamic financing and related assets is givan in note 2 of Annesure |l and s an integral part of
these consalidated financial statemants.

2021 2020
FIXED ASSETS Mote ———{Rupees in '000)————
Capital work-in-progress 12.1 1,628,810 2.232.00
Property and equipment 12.2 53,204,991 52,854 808
54,833,801 55,086,809
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12.3 Details of disposals of fixed assels to related parties
The particulars of disposal of fixed assets to related parties are glven below:

Gaint
Particulrs of proparty and ﬂ;ﬂ m p:::a fosson | Wiade ol Partculsm of vt e
e dinpenal pota
-[Aupees in "000)-
Wishacing 1,658 186 186 As por Entiflomient  Ex-Employes D, Qadie Bakuh
ahiclaa 1,673 335 a5 - As par Entitlement  Empiloyes Muharmimad Zahesr Aboos
Vehitles 1,673 338 335 = AgperEntiiement  Employes Sy Khumam Hinssin
Vahecles 1,883 375 Ime - AsperEntllement Employes  Syed Muhammad AN Zamin
Vehicles 1673 335 335 - As per Entiflerment  Ex-Empioyee  Sywd Stmkes! Riza Abid|
Vihirles 1673 ass 415 - AsperEnitement  Employes Wasimalian
Vahieles 5,257 gBL 1051 B7  AdperEntilemant  Employes Al Wahid Sathil
Veksoies 1,868 . 188 186  AsperEnfitferment  Employes Sardar Armal Babar Chaban
Vahicles 1,673 307 a5 58 AsporEfiflement  Employes Umeed Ayaz Mahmood
Vehicies 1,858 186 188 B As per Eniitlement  Ex-Empioyes  Tarkg Latlf Ansan
Vahaclos 1,673 a3s 335 . As por Entitlsmant  Employes Hammad Sarwar
Vahacies 1673 a7 335 8 A pet Entilemant  Emiployoa Marnean Zaka
Viahatlis 1,673 aav a5 28 As par Entitierment  Employoes Iruaarm Wallichk
\inhiclesg 1673 307 k13 28 AsporEnliflemmnl  Ex-Employes  Sghill Ahned
\ahiclan 1,824 7ou 701 - AspatEntilemenl  Ex-Employse  Aiffar Suttara Mughal
Vehicles 1824 B31 B&1 - As pef Entitfement  Employes Satdar Ali
Vahicies 5106 . 511 511 As par Entitiemaent  Ex-Employes  Sultann Nabeed
Wishicles 2,580 1,864 1,864 - As per Ertitiemant  Ex-Employse Az Ur Rahrman
Viehinles 1,664 333 333 As por Entilemont  Employes Ashman Nazir
Vahitles 1.864 ficle] 233 Anpar Entiemant  Ex-Employsa  Hagesb Arstod
Vehaoles 1,684 333 333 = PuperEntiemant  Employes Mufmmmad Faud Mabain
Vehicles 1,664 305 393 28 AsperEniiffemsnt Employee  Kaleemufizh Shalkh
Vehiles 1564 aad w3 - AsperEntilement  Employes Mujstid Abbas Khan
Viohscliss 2BT5 2252 2283 As por Entitlement  Ex-Employoe  Muhammoad Atlns
Vinhacios 1,664 BAS 384 Aapor Entitiemant  Ex-Empicyae  Nadir Khan
Vahicles 2380 1,746 1,45 B par Entitlemant - Ex-Employes  Ahmad Sohail Warrich
Whicles 1,664 361 361 - AsperEntilemsml  Ex-Employes  Abdul Hamis Asim
Vehiclaa 2,380 1668 1686 - AsperEntiemenl  Ex-Employss  Tahir Shahbas Anjum
Vehicles hE6T 2,050 2,050 - A par Entitiement  Ex-Employes  Uaman Shahid
Voheciea 2875 2,156 21566 As por Entimement  Ex-Employee 5 M irtiza Kazmd
Wil 1,864 LT 40 s per Entitiomont  Ex-Employee  Muhammad Faroog
Vehicies 1,899 B5S 655 - AsperEntilemenl  Ex-Empioyee  Karl Imtisz Abmed
Vahicles 1,854 a3z 332 - hsporEntilemant  ExEmploysa  Khurram Seeed Mok
Wahecles 1,673 . 167 167 Asper Entitement  Employes Shahila Ghulam Hussain
Vahicies 1,668 - 166 166  As por Entitiement  Ex-Employos  Salgem Ahmad
Vehiclin 6L aas 3 - Asper Entitlement  Employes imtiaz Anmes
Viahsclns 1,604 333 a3 . As par Entithemnent  Employes Marzane Ahmed
Vahicles: 1,734 a7 a7 = AsperEntifement  Employes Diibur Hissain Khan
Vahiclos 1,664 333 3 As por Erfitiement  Ex-Employee  Syed Akhtar All Shah
\ehicles 1,664 333 333 - A=perEntitlerment  Employes Aarmar Manzooe
Wpheelen 1,654 ara T - AsperEnitemenl  Employes Tarir Abbas
Vishitles 5,257 108t 1051 - AdpetEntilemsnt | Employso Rehmat Al Hasnly
Vigheotes 1,664 333 bt Ag peor Ertilernent  Employes Sy Azhar Ali
Vinhicles 1,664 e 33 As por Entifiernant  Employes Sumaira Mazhar
Vahiries 1,764 353 as3 - AsperEnfilemenl  Employes Muhammad Yaunas
Vehicigs: 1664 233 333 = s por Enfitlement | Employes Javed Ashrol
Vahscles 1.8 342 anz - Mg por Entitemant  Employes Shakesl Hayo!l Mir
Vahiciea 1,673 251 ais B4 Anpor Entitloment  Emplayea Kashit Knan
Vihiclns 124 (7125 ) . As por Entifloment  Ex-Employes  Mukhlar Alvned
\ahitiag 1,873 3z G 63 As per Entitlement  Ex-Ermployss  Adnan Adil
105,223 28,029 28433 1.404
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. . § Gain f
‘Particutars of propy and ﬂ;i.-:ul m Sala fiommyyory. | Whaim of " Barticulars af Buyors name
o dingronal Rl
PR COEneL LU [FUspDeg i 'DO0=sossmmsamsnnminan
Computer and pafipheakeguinmant @0 10 10 As pet Entitiemant  Employes Fammian Javald Dusrani
Computar and penphemt egupmsant | 10 10 As par Enfifiemian]  Employes Nabesl Aslam
Compuber and parphecal sgquipomen 8 1m0 10 Ag par Entiternant  Ex-Employes  Sajad Ahvined Aana
Compister and pseriphecl squipomsan 4 & & As per Enfitlermanl  Employes Mutsammiag Nosim
Computer and peripheral equigmen 114 1 11 AsperEnfilemanl  Ex-Empioyes  Abdul Qadir
Compdsr and poriphoral squigmert 114 Al " As per Entitlsmont Ex-Empicyes  Abdul Qadie
Computer and periphetal aguipiment 106 11 11 Asi por Entitlenant  Ex-Employde  Abdul Qadie
Computarand paripharal squipmant 08 " 1 Ao por Entittemant  Dx-Employes  Aiffar Sustans Mughal
Computer and penpheal squipman Ba 6 6  AsporEnfilament Employes Wagor Ahmed
Computar and poriphoeral aquipmest 106 1 11 AsporEntitiemant  Employes Fowiad Farmush
Computer and peripheral equipment a0 20 “0 As per Entitlermin Ex-Employes  Usman Shshiig
Compiner and periphemnl agulpmani 93 L ] As per Entitlemenl  Ex-Employse S H brfiza Karmi
Comprierand penphernt agulpment a3 1o 10 Aspar Entittemant  Employoa Hishiam Jan Kianl
Computarand panphot squigment aa 10 10 Aspor Entitiemant  Emplovoe Hashid Ata
Campuer and panphoeal aquipment 123 12 12 As-por Ertiterment  Employes Igjbad Al
Computer and penpheal-aquipmen i mn 10 AsparEntitlement  Employes Abdul Refman Shah
Compuiter and peripheral squinment B4 6 6§  AsporEnfillement  Employee Hadia Ahmar
Camputer and perphoml squinmant 110 1 11 AspetEnilemant  Employes Moin Uddin Khah
Compiter and poriphennl sguipmant 135 14 13 Aspor Entitlemant  Employes Qaisar Mg
Compidar and periphemt aguipmsnt 100 10 10 AsperEntiiement  Employes Aqits Malik
Computer and (snphent squigmesn 105 m n As par Enfiferrent  Employed Mudsarmmad Adi Usmani
2202 - 220 270
Electrical, otfice sylipmsit 50 - - - As per Entiflermant  Ex-Empioyee  Abdul Qadir
Elacirical, affice eqllme 148 : - AsperEntilemen!  Ex-Employss S H htiza Kazmd
Electrical, otfice squignent 115 - As par Entitlemant  Ex-Empigyoe S H iiza Karmi
Electrical, office equiprrent 114 - Ad et Entitlornsnt Ex-Employse  Dr. Cladis Baksh
Efsctrical, affice aguipmsnt m - = A por Entitemant  Ex-Empioyes D, Cadir Baksh
Etactncal, offioe eguipmant 115 As por Entilement  Ex-Empioyee O, Gadir Bukah
Elettrical, alice aquigmoti 167 As por Entitlienont  Ex-Employee  Usman Shatid
Elagtrical, otfineg equipmesnt 161 s - AsperEnthlement  Ex-Employes  Usman Shahid
Efectrical, office sguipmasnt a4 = - AsperEntiemenl  Ex-Employes  Adnan Adi
Eiactrical, otfice-aguilpimant 50 . . A pot Entitlerant  Ex-Employea  Syed Shakies] Raza Abidi
Efectrical, office equipment 35 8 B As por Entitiement  Ex-Employes  Muhommad Anvwas
Elactncal, oifice squipmant a0 29 24 = AsperEmitemont Ex-Employse  Tahr Shahbaz Anjum
Etectrical, office souipment 115 48 48 - As por Enfitiement  Ex-Employes  Muhammad Faroog
1.225 T a6 -

Flrnttune and tituen 10 51 51 As por Entitamant  Ex-Employes  Muhammag Hanil
Eurnitisrs and fixtuee 200 . - < AsporEnlitement  Ex-Employee Az Ur Rehman
Furnitizre and Mt 180 15 15 = AgperEntifiement  Ex-Empioyes  Ejaz Munear
Furniure and fistuse 200 16 16 As por Enfillerrent  Ex-Employes  Abdul Hamid Amim
Forniturm aned fixtum 2Da 12 12 - An par Entitfament  Ex-Employas  Ghulam Hydar Channa
Fusniture and futurs 160 11 1% - AsperEntitlermemt  Ex-Empioyes  Mulmmmad ismail
Fusniture ared fixture 200 41 a1 - AsperEnftlement Ex-Employes Ahmed Sohail Waich
Furnifure nnd flxtuse 190 a2 B2 As par Entitlement  Ex-Employoe  Witseam Zahra
Furnituns and fixture 160 8 B - As pot Entitliemant  Ex-Employes  Ghidam Nabi Bhatti
Furniture and fdurs 200 T2 12 - As per Entittenant  Ex-Emr¥oyes  Tahir Shahbar Anjum
Furniture: and fixtura 180 e 39 As por Erfiffemant - Ex-Employee  Sees A
Fuerniture and fixtune 160 &2 o2 As por Entitiomant  Ex-Employese  Mubammad Lsman
Fusriture and fixtune 200 4B 46 - AsperEntilement  Ex-Employes  Mubammad Yousul
Furniturs and Exture 200 B2 82 - AsperEntitemenl  Ex-Employss  Marour Ahmed
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Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2021

. . . Galn /
Particular of piopady and ﬂ;i.-:ul m Salo fiommyyory. | Whaim of il Barticulars of Buyors name
o dingronal Rl
PR COEneL LU [FUspDeg i 'DO0=sossmmsamsnnminan
Furnitare and fixiure 160 as 36 . As pef Enfitiemant  Ex-Employes  Laiquiat All Shaikh
Furmiture and fcdums 200 &1 51 = Asper Enfitermenl  BoEmployes  Muhammad Shahibaz
Furnitur and fistum 200 [ 62 = Anpor Entifomant  Ex-Employos  Safdar Ali
Fuerniture and fxture 180 45 45 - Aa par Enfitlerant  Ex-Empéoyes  Daiser Sattar
Furniture and fictyne 1 a8 a8 = AsperEntilement  Ex-Empioyes  Mulmmmad Sarwae
Furniturs and fixture 180 2] s | - As por Etitlement  Ex-Employes  Gulzar Ahrmed
Furniture and fixtuee 180 B3 B3 - Ad por Entihernant  Ex-Employes AS Mehmobd Khon
Furmiture and fixiurs 100 57 57 " Anpor Entiemant  Ex-Emploves  Muhommad Rozzeg
Furnifure and fsiure 180 B 18 Ag per Entiftampnt  Ex-Employee  Huma Maz
Furniture and flxtune 500 23 23 As por Entifiemant  Ex-Employes  Sultana Naheed
Furniure and fisture 180 58 59 - A e Enititlirmient Ex-Employes  Saming Ziy
Fueniture nnd fxtuee 164 51 51 - As per Entitlemenl Ex-Employes  hMubmmad Amwor Khan
Furmitiure and fxture 180 T 7 - Aspar Entilemant Ex-Employea  Shafzad Ahmed
Furnitisrs and fixtuse 160 8 18 As por Entitiemant  Ex-Employes  (rsfud Ghand
Furnitwre and fixtuee 180 B B - As-por Ertifernent  Ex-Employee  Shalvd Hugsain
Furniture and fistums 160 . - - Az parEntilement  Ex-Employes  Menzoor Sultan
Furniturs and xturs 30 m 101 - AsporEnfitlement  Ex-Employes  Mibmmmad Atlas
Funittum and ftuns 160 84 ad As pot Enfitermont  Ex-Employes  Muhammad Qasim
Fueniture and fixtue 180 45 45 As por Entithermant - Ex-Employes  Muhammad Husasin Zar
Furnitare and fixiure 160 83 B3 . A pef Entitiement  Ex-Employes  Perver Ahmad
Furniture and fixturs 160 aa 28 = AsperEnfifement Ex-Employes  Nayab Abmed
Furnilura one fixTum 60 76 % - An por Entitiorment  Ex-Employes  Abdwi| Rasheed
Furniture and flxture 180 12 12 - As per Entillerment  Ex-Empioyes  Salesm Abbas Bangssh
Fiarniture aned Hxture 160 ] el - AsperEntilemenl  Ex-Employss  Juwaid Akldar
Furriffurs: and fituse 200 a8 a5 - As par Entithement  Ex-Employes  Muhamimad Faroog
Furnitune and fixtune 200 23 23 - Ad pet Entithornent  Ex-Employes  Mrmubammad Zulfigar AN
Furniturs and fixtire 204 5 -} = Asper Entitternant  Ex-Empioyes  Muokhtar Ahmad
Furniture and fiturs 150 am ag As por Erfiflemant  Ex-Empioyes  Ghidam Abbas Sang:
Furniturs and Hxtuon 7] 40 40 As pot Entitiomont  Ex-Employee  Mubammad Idroes
Furniture and fixtune 168 o 7o - As per Entitlement  Ex-Employes  Abul Ghaloes
Furmiture and fxiure 160 28 26 - AsperEntilemenl Ex-Employes  Mubammasd Akdtar halk
Furmiture and ikt 190 10 10 s por Enfibemant  Ex-Employsa  Samina Parvesn
Furniure and fixtiee 200 . . Agper Entilement Ex-Employes  Haseob Arshod
Furniturs and fusiune 200 28 28 - Az por Eminement  Ex-Employss  Kazl Imiiaz Anmaed
Furmiture and fixtum 100 70 in - As por Enfifiemant  Ex-Employes  Muhammad Anvwar
Fusnitures and fixtums 3060 10 16 = s por Enfiflermnl  Ex-Employes  Khurram Sased Nalk
Flerniturg and fixtuee 160 55 55 Ag por Enfittenant  Ex-Employes  Bashit Ahmed Ol
Furniture and fixtute 180 ar 37 - hs por Enfitiemant - Ex-Employee  Muhnmmad Bashir
Furnitare and fxture 180 8 26 . As per Entiisment  Ex-Empioyes  Niaz Higaain
Furnitume and fistuse 200 as B85 Az por Enfilermen!  Ex-Employes  Hanamest Actar Joseph
13,440 213 2152 -
119,290 d0.247 BN 1,624
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Where The Nation Banks

Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2021

13.

INTANGIBLE ASSETS

At January 1, 2021
Cost
Apcumulated amaortization and Impalrment

Net book valus

Year ended Degember 2021
Opening niet book valus
Additions:

- devaloped intemally

- through acquisitions ¢ purchased
Adjustments - addition
Disposals
Amortization charge
Amortisation adjustment - disposal
Oiher adjustments - cost
Oither adiustments - amortisation
Closing net book value

At December 31, 2021

Cost

Accumulated amortization and Impalrmeant
Net book value

RAate of amortisation |percantane)

Ligatul ife

At January 1, 2020

Cost

Aocumulated amortisation and Impalmant
Met book value

Year ended Decembear 2020
Opening net book value
Additions:

- developed Intamally

- directly purchassed
Adjustmenis - addition
Dispozals
Amaortisation charge
Other adiustments - cost
Cither adjustments - amartization
Closing net beak valua

Af December 31, 2020
Cost
Accumulated amonisation and impalmant

Met book value
Rate of amordisation (percentage)

Uigatul fife

2021
Core Goodwill on
Banking c"'""i‘:’ Website | NBPFund | Others Total
Application Acquisition
(Rupees in '000)
2913853 1,493.470 1,041 655,146 4,774 5,074,384
MLLERTE) <) L1 AP Srfels S SN
= 457,558 = 562 553 2,042 1,022,143
- 457,558 - 562,553 2032 1,022,143
= M‘m = - - 39‘.5‘3
= 305,012 = . - a06,012
- 223,558 - - - 223,556
= (69,040 = = = {69,040)
= (428,807 - - - (428,807)
- 8,408 - - - BB,406
- (127,418) - - (4,774) (132182)
- 140,583 - - 2,742 143,325
- 608,843 - 562,553 - 1,171,448
2,913,853 1,870,623 1,041 655,146 - 5,440,763
—(2.813,863)  (1,261,730) {1,041} {82, 583) = {4,269.17)
- Hgﬂ.-a'm - 562,553 - 1,171,446
=3333 %on 2333%on 3333 %on
cist cost cost Nit Nil
3 ynars 4 yoars a yoars
2020
Core Goodwill on
Banking 2;'::5::: Webste | NBPFund | Others Total
Application Actulsition
(Rupesas in "000)
2913953 1,310,345 1.041 655,148 4,774 4 BBS,258
(2.813953) (804, 164) {1,041} {82,533 12.742) (3,814,483
- 508,181 = 562,553 2032 1,070,766
- 506,181 B 562,553 2,002 1.070.766
- 146,646 . . . 146,546
- 1,578 - 1,576
. 45,756 - - - 45,766
- (238,932} = 3 - (238,932)
= {4,853) = % (4,853)
- 1,184 - - - 1,184
- 457 558 - 562,553 2,032 1,022,143
2813,8053  1,499470 1,047 655,148 4,774 5,074,084
2813853 (1,081,923 (10411 !9{2‘.!?9‘3! 2.742)  (4.062.241)
- AST 558 - 562,553 2,032 1,022,142
3333 % on 3333%on IAI3Won Nl NIl
cost cost cost
3 yBars 3 years 3 yedrs
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Notes to and forming part of the Consolidated Financial Statements

For the year ended December 31, 2021

13.1  For the purposa of impairment testing of goodwill, management has considerad discounted cash flow method using cost
of equity of 168.3% and termimal growth of 4.0% considerng five years cash flows. Further, discount for lack of
marketabilily Is also considered at the rate of 20%. Other key assumption used in the method are management fees,
growth rates on asset under maragemeant Keeping In view of industry growth, ‘expenses based on the historic growth
tranids, short term Investment with the assumption of reinvestment and discount rate which s based on risk free rate,
sector beta and market equity risk prermium.

For the past 5 years, the company has provided sustainable profitabllity, As a result, the recoverable amount exceeds the
carrying value as-at December 31, 2021, therefore, manageament did not identity any impalmeant.

18.2 The cost of fully amortised intangible assets that are still in use.

{(Rupees in '000)
Core Banking Application 2, 3.'95‘2
Computer software 430,570
Wabsite 1,041
3,345,563
14,  RIGHT OF USE ASSETS 2021 =0
——(Rupess in 000} ———
Balance as at January D1, 7,017,020 7,447,414
Additions during the pariod 2,201,551 1,622,504
Derecognition during the penod (37,767) -
Depragiation charged for the period |2,088,824) (2,062,498
Balance as at December 31, 7,080,980 7.017.020
2021
Recognised in
15.  DEFERRED TAX At January1, |Becoamisedin | T, At December
2021 RN % |comprehensive | 31,2021
accoun inGome
(Rupesas in "000)
Deductible Temporary Differences on
- Tax losses carried forward 10,705 - - 10,705
- Post retirement employee benafits 4,188,201 13,272 871,285 5,072,768
- Provision for diminution in the value of investmants 236,751 - - 238,751
- Provision against loans and advances 9,084,601 1,373,337 - 10,457,938
- Provision against off-balance sheet obligations 115,222 - - 115,222
- Fixed assets 1,025,894 53,911 - 1,079,805
- Other provisions 105,418 2,425 - 107,841
- Fight of use assets - 502.538 - 502,538
= Others 3,058 [3.058) - -
14,769,848 1,842,425 B71,285 17,583,568
Taxable Temporary Differances on
- Surpius on revaluation of fixed asseis (2,298,739 123,756 (271.347) (2.448,324)
- Excess of accounting book value of leased assets
over lease liabiiities (12,680 11,581 1,885 706
- Surplus on ravaluation of Investments (15,346,840) {82) 2631421 (12,715,501)
- Surplus on revaluation of non-banking assets (44,713) - (B,018) (52,732)
- Exchange translation reserve - - (466,996) (466,996)
(17,702,972) 135,255 1,886,960 (16,680,757)
(2,933,124) 2,077,680 2,758,255 1,802,811
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Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2021

16,

Deductible Temporary Differences on

- Tax logsas camed fonwand

= Post retirement employee benafits

- Provision far diminution in the value of investmeants
- Provision against Ioans and advances

- Provision against off-balance sheet obligations

- Fixed assats

- Othar provision

= Othars

Taxable Temporary Differences on

- Surplus an revaluation of fixed assetn

- Exress of acpounting book value of leased assats over lease labilities
- Surplus on revaluation of investments

= Surplus on revaluation of non-banking assats

= Dthars

OTHER ASSETS

Incorme / return ¢ mark-up-acoruad in local currency - net of provision
Income f raturn ( mark-up acorued in forgign cumency - net of provision

Advances, depaaits and oiher prepayments

Advance taxation (payments leas provisions) and Income tax reflunds recaivabls

Compensation for delayed tax refunds
Non-banking assets acquired in satisfaction of claims

Assets acquired fram Corporate and Industrial Restructuring Corporation (CIRC)

Linrealized gain on lorward fomign exchange donlracts
Commission recaivable on Government teasury ransactiong
Stationary and stamps on hand

Bartar trade balances

Recaivable on account of Govarnment transactions
Aecelvable from Government under VHS scheme

Feceivable agalnst sale / purchase of shares
Recelvable from Pakistan Stock Exchange
Recaivable from mutual funds

Acceptances
Others

Less: Provision hold against other assots
Other assets (nat of provision)

Surpiug on revaluation of non-banking Gssets acquired in
satlstaction ol claims

Other assets - total

2020
i Fecognized in
At January 1, Fﬁ.ﬁﬁaﬁ; other At December
2020 ¥ ot |comprehensive| 31, 2020
income
{FRupees fn "000)

10.705 - - 10,705 |
3,005,148 14,914 268,139 4,188.201
238,751 - - 236,751
2,625,495 6,459,108 2 0,084,601
115,282 = . 115202
620,114 335,780 - 1,025,854
105,416 . . 105,416

3,827 _(329) {441 3,058
7,692,678 6,808,471 267,638 14,768,848
{2,386,521) 116,559 (28,777 {2, 288,739

{3.720) (6,682 {2.278) {12,680

(13,816,519 : (1,530,321) (15,346,840

{41.438) - {3.27a) f44,713)

(2,314,832} 2,314,832 - -
(18,562,031) 2424708 (1,565,650 {17, 702.872)
{10,860,353) a.734 180 (1,297 .952) (2.833,124)

2021 2020
Nota ———{Rupees in '000)————
41,787,103 39,648,974
2,842,698 2,253,317
16:1 4,047 873 3,065,977
16.8 12,983,211 27,392 273
18,221,431 17,556,561
16.4 1,195,680 1,211,124
208,423 208,423
3,058,205 -
5,006,019 4812174
470,402 498,511
195,399 195,399
16.2 323172 Fpa72
16.3 418,834 418,834
435422 128,240
158,848 128,743
896,162 892,562
10,311,258 16,747,754
7,718,051 6,760,485
111,279,374 121,142,531
165 11,708,318 11,882,119
99,570,056 109,260,412
2863086 2,757 207
102,433,942 M207618
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Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2021

16.1

16.2

16.3

164

16441

16.5

This includes Rs. 2,800 million (2020: Rs. 800 million) advance against Pre-IPO placement of Term Finance Certificates:
This represents amount recelvable from GoP on account of encashment of various Instruments handled by the Group for
GoP as an agent of the SBP. Due to uncertainty about its recoverability, full amount has been provided for
This represents paymenis made under the Voluntary Handshake Scheme (VHS), recoverable from GoP Due 1o uncertainty
about its recoverability, full amount has been provided for.
2021 2020

———{Rupees in '000)————
Market value of Non-banking assets acquired in satisfaction of claims 4,059,546 3,968,329
An Independent valuation of the Bank's non-banking assets was performed by an Independent professional valuer to
determine the falr value of the assets as at December 31, 2021, The valuation was carried out by Imtech (Private) Limited,
reglstered at SBP panel of valuers on the basis of an assessment of present market values.

202 2020

~———-{Rupees in 000} ———
Non-banking assets acquired In satisfaction of claims
Opening balance 3,968,329 3,762,068
Ravaluation 106,679 217,404
Depreciation (15,462) {15,784)
Adjustment . 4,641
Closing Balance 4,059,646 3,968,329
Provision held against other assets
Income / mark-up accrued in local cumency 152,607 152,607
Advances, deposits, advance rent and other prepayments 837,949 837,848
Stationary and stamps on hand 95,542 95,542
Barter trade balances 185,399 195,399
Recalvable on account of Governmant transactions 323,172 32372
Recelvable from Government under VHS schemsa 418,834 418,834
Protested bills 4,164 485 4,092,280
Ex-MBL / NOFC 770,398 770,398
Assets acquired from Corporate and Industrial Restructuring Corporation asset (CIRC) 208,423 208,423
Others 4,541,508 4,786,515

11,709,318 11,882,118

16.5.1 Movement in provision held against other assets

16.6

Opening balance 11,882,119 10,853,588
Charge for the year 70,781 1,511,502
Transfer in/ (out) = (484,393}
Adjustment against provision (243,582) 1,422
Closing balance 11,709,318 11,882,119

Dwirirg the year, the Group has adjusted an amount of Rs. 11,322 million (2020: As. 20,950 milljon) its advance tax liability
and demand of previous tax year against income tax refunds recetvables.
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Notes to and forming part of the Consolidated Financial Statements

For the year ended December 31, 2021

17.  BILLS PAYABLE

In Pakistan
Cutside Pakistan

18. BORROWINGS

Secured

Borrowings from State Bank of Pakistan

Under Export Refinance Schame

Under Export Refinance Scheme (New Schame)

Financing Scheme for Renewabla Energy

Refinance Facllity for Modemnization of SMEs

Financing Facility for storage of Agnculture Produce (FFSAP)
Under Long Term Financing Faeility (LTFF)

Refinance Scheme for Payment of Wages and Salaries
Temporary Economic Refinance Facility

Refinance Facility for Combating Covid-19

Repurchase agreament borrowings
Bal Muajjal

Total secured

Unsecured

Call borrowings
Owverdrawn nostro accounts

Total unsecured

18.1 Particulars of borrowings with respect to currencies

In local currency
In forelgn currenciss

2021

2020

Notea ——{Rupees in '000}———

18.2
18.2
18.3
18.4
18.5
18.8
18.7
18.8
188

1810

18.10

21,775,348 16,718,064
72,922 77182
21,848,270 16,705,186
5,057,300 2,451,874
29,193,202 28,688,149
740,493 481,261
140,288 177.976
526,479 256,184
18,465,068 16,380,117
566,315 1,167,527
12,122,947 537.912
79,976 51.448
67,882,088 50,200,448
126,810,340 5,266,007
72,195,209 79,788,522
266,887,617 135,254 977
48,011,009 2,047,588
26,480 1,236,440
45,037 489 3,284 028
312,925,106 138,539,005

_
275,739,772 136,491,430
37,185,334 2,047,575

312,825,106

138,538,006
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Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2021

18.2

182

18.4

18.5

18.6

18.7

18.8

189

18.10

18.11

18.12

308

)

The Bank has entered into an agreement with the SBP for extending export finance to customers. As per the terms of the
agresment, the Bank has granted the SBP the right to recover the outstanding amounts from the Bank at the date of
maturity of the finances by directly debiting the Bank's current account maintained with the SBR. These borrowings are
repayable within 180 days. These carmy mark-up at rates ranging from 1.00% to 2.00% (2020: 3.00%:) per annum.

These borrowings have been obtained from the SBP for praviding financing facilities to address challenges of energy
shortage and climate change through promotion of renewable energy, These borrowings shall be repayable for a maximum
period of twalve (12) years. These carry mark-up at rates ranging from 2.00% to 3.00% per annum.

Thesa borrowings have been obtained from the SBP urider a scheme to finance modernization of Small and Madium
Enterprises by providing financing facilities for setting up of new units, purchase of new plant and machinery for Balancing,
Meodemization and FReplacement (BMR) of existing units and financing for Impart / lecal purchase of new generators upto a
maximum capacity of 500 KVA, These bomowings shall be repayable for a maximum pericd of ten years and carry mark-up
at rates uplo 6.00% (2020 6.00%) per anmum.

These borrowings have been obtained from the SBP for providing financing facilities to develop the agricultural produce
markating and enhance storage capacity, to encourage Privdte Sactor to establish Silos, Warahouses and Cold Storages.
These borrowings shall be repayable for a maximum period of ten vears. These carry mark-up at rates ranging from 2.5%
fo 3.5% perannum.

These borrowings have been oblained from the SBP for providing financing facilities to exporters for adoption of new
technologies and modernization of their plant and machinery, These bormowings shall be repayable for a maximum penod
ot ten years. These carry mark-up at rates ranging from 1.5% to 3% per annum,

Thesa borrowings have besn oblaingd from the SBP with a view to support businesses to continue paymeant of wages and
salaries to their workers and employees in the aftermath corona virus (COVID-19) outbreak. These borrowlngs are
rapayable for a maximum period of 2.5 years. These carry mark-up at rates ranging from 1.00% to 2.00% (2020: 1.00% to
2.00%) par annum.

These borrowings have been obtained fruom the SBP under a scheme 1o provide concessionary refinance for setting up
new industrial units in the backdrop of challenges faced by the induslries during the pandemic. These borrowings are
repayable for a maximum period of 10 years, Thase carry mark-up at rates ranging at 3.00% (2020: 3.00%) per annum,

These borrowings have been obtained from the SBP with a view 1o provide long term local currency finance for imported
and locally manufactured medical equipment 1o be used for combating COVID —19. The facility will be available to all the
Haospitals and Medical Centras duly registered with respective provinoial / federal agencies / commissions and angaged n
controlling & eradication of COVID - 19, These borrowings are repayable for a maximum penod of 5 years. These carry
mark-up at rates at 0.00% (2020; 0.00%) per annum.

Mark-up / interest rates and other terms are as follows:

Repurchase agreement borrowings carry mark-up ranging from 8.7% to 10.21% per annum (2020: 7% to 7.05%
par annumj having maturity on Jan 4, 2022 to Feb 18, 2022,

- Call bormowings cary interast ranging from 0.63% to 4.15% per annum (2020: 0% 1o 2% per annum].

Barrowirgs from the SBP under export orientad projects refinance schemes of the SBP are secured by the Bank's cash
and security balances held by the SBR.

Pakistan Investment Bond and Market Treasury Blll having matunty of 5 years and 6 months respectively, are pledged as
gacurity under borrawing having carrying amount of Rs. 126,810 million (2020: Rs. 5,266 milion),
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19. DEPOSITS AND OTHER ACCOUNTS

2021 2020
In Logal In Foreign Ir Local In Foreign
Currency currencles ol Currency currencles Tol
{Rupees in "000)
Customers
Currant daposds - remungrative 648 B54,267 - 648,854,267 | 405,738,851 - 405,738,851
Current deposits - non-
remunerative 476,510,388 145,931,064 622,441,452 433,284,063 116,587,781 548,881,844
Savings deposits 675,581,525 79434496 | 755,026,021 | 637634450 B6,235,665 703,930,115
Tarm deposits 400,805,240 70,853,084 | 471,758,304 | 276.454.916 81,153 488 357 608,404
Others - 5,463 5,463 4,883,735 316,040 4,989,775
2.201.861,420 296,225,087 2,488,086.507 1757856015 284302974 2022168989
Financial Institutions
Current deposits 444,804,430 1,168,235 | 446,073,665 | 260,373.3% 654,758 361,028,089
Savings deposits 7,075,299 3,842,851 10,7950 4,253,051 3,246,855 7,499,906
Term deposits 21,470,450 5,760,597 27,231,047 12,392,089 B,738.484 21,131,583
Others 35,838,540 - 35,838,540 7.109.202 - 7.109.902
509,288,719 10,772.483 520,061,202 184,128,373 12641007 395,769,480
2711150138 306887570 3018147708 2141984388 276944081 2418928 488
2021 2020
~-———~{Rupees in "000)—————- -
18.1  Composition of deposits
Individuals 1.032,316,948 847,730,521
Government (Federal and Provincial) 931,199,067 674,985,259
Public Sector Entities 279,884,059 257,336,852
Banking Companies 460,000,410 368302117
Mon-Banking Financial Institutions 58,970,790 29,051,796
Private Sector 254,586,435 241,521,924
3,018,147.709 2418928469
19.2 Foreign currencies deposits include deposit of farelgn branches amounting to Rs. 75,485 million (2020: Rs. 73,145 milllan).
19.3 This includes deposits eligible 1o be covered under insurance arrangemeants amounting 1o Rs. 1,132,236 millien (2020 Rs,
981.942 million) including islamic branches,
20,  LIABILITIES AGAINST ASSETS SUBJECT TO FINANCE LEASE

Not later than one year
Later than one year and upto five years
Over five years

203 2020
Minimum Financial Principal Winienim Financial Principal
lease charges for  culstanding lesge charges for outstanding
payments  fulure periods payments.  future penods
(Rupeas in '000)
83,418 5,302 78,118 B3.6T7 10,197 73,480
57,804 2,322 55,482 128,082 5348 123,744
141,222 7624 133,588 212,769 156,545 187,224
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The Group has entered into lease agreements with various financial institutions for lease of vehicles. Lease rentals are
pavable in monthly instaliments. Financial charges included in lease rentals are determined on the basis of discount
factors applied &t the rate of 6M KIBGR + 1.5% per annum (2020: 6M KIBOR + 1.75% per annum). At the end of lease
termn, the Group has option to acquire the assets, subject 1o adjustment of security deposits.

21.  LEASE LIABILITIES AGAINST RIGHT-OF-USE ASSETS

Lease liabilities included in the statement of financial position
As at December 31

Of which are:
Currant laase liability
MNon-current lease llabllity

Maturity analysis - contraciual undiscounted cashflows

Less than one year
One to five years
More than five years

Total undiscounted lease liabilities as at December 31,

22, OTHER LIABILITIES

Mark-up / Return / Interest payable in local currency
Mark-up / Return / Interest payabla in forsign currency
Unearmed commission and income on bills discounted
Accrued expenses
Advance paymenis
Acceplances
Unclaimed dividends
Unrealised loss an forward forgion exchange contracts
Unrealised |oss on pul option
Branch adjustment account
Employee benefits:

Pansion fund

Paost ratirement medical benefits

Benevolent schemea

Gratuity scheme

Compensated absences
Staff welfare fund
Liabiiities relating to barter trade agresments
Provision against off-balance sheet obligations
Provision against contingencies
Payable to brokers
Payable to customerns
PIBs shoriselling
Othars
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Note

404
40.4
40.4
40,4
404

224

2021

2020

e -{RUpEes in '000)-—-———

8,260,755 7,860,355
1,646,939 1,517,181
6,713,816 6,352,174
8,360,755 7,869,355
2,379,333 2,473,379
6,387,263 6,130,245
6504031 _ 5843702
15,270,627 14,447,326
48,801,768 37.808.884
384,638 B44.452
440,231 1,593,730
21,168,039 18,315,863
387,576 398,682
10,311,259 15,741,754
181,997 185516
S 2,918,017
306,339 306,339
1,342,640 917 487
17,834,945 15,704,077
24 516,117 22 282 747
1,778,825 2,064,218
3,467,939 2,956,827
9,952,554 9,251,755
ar,2s7 ar1,267
3,006,122 2,142,033
627,494 627,494
3,805,376 4,180,071
155,001 65,137
781,522 301.585
34,144,415 3,237,676
16,829,474 15,339,746
200,596,128 157,545,347
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2214

23.

231

23.2

233

24,

241

242

2021 2020
Notea ——{Rupees in '000}———

Provision against contingencies

Opening balanoe 4,180,071 4,629 645
Charge during the year 263,239 381,090
Transfer aut - (820,664)
Adjustmant (627.934) -

Closing balance 22.1.1 3,805,376 4,180,071

This represents provision made on account of ragulatory violations and reported instancas of financial improprietiss for
which Investigations are in progress.

SHARE CAPITAL
Authorized Capital
2021 2020 2021 2020
cemeeeeee (Mumber of shares) --eeeee-- —————{Rupeas in 000} ————
2,500,000,000 2.500,000,000 Ordinary sharas of As. 10 each 25,000,000 25,000,000

Issued, subscribed and paid up

2021 2020 2021 2020
----- - (Number of shares) —---—-- ~———-(Rupeses in '000})————
140,388,000 140,388,000 Fully paid in cash 1,403,880 1,403,880
1;987,125,026 1.987,125.026 Issued as bonus shares 19,871,251 19,871,257
2127513026  2,127.513.026 21,2751 21,275,131

The Federal Government and the SBP hold 75.60% (2020: 75.60%) shares of the Bank.

Shares of the Bank held by subsidiary and assoclate 2021 2020
e (Number of shares) ————-
Following shares were held by the assoclate of the Bank as of year end:
First Gredit & Investment Bank Limited 70,000 70,000
70,000, 70,000
RESERVES
Exchange translation reserve

This comprisas all foreign currency differences arsing from the transtation of the financial statements of foreign operations.
Statutory reserve

Every bank incorporated in Pakistan is required to transfer 20% of their profits to a statutory resenve until the reserve
equals share capital, thereafter 10% of the profits of the Bank are 1o be transferrad to this reserve.
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24.3 General loan loss resanve

25.

The Group is cognizant of the fact that a pant of its credit or loan portiolia (funded and non-funded) which Is not currently
impairec as per the applicable Prudential Regulations is underperforming and therefore the potential for risk of credit
losses on this part of portfolio Is higher than the usual risk. Therefore, as a matter of abundant caution and in order ta
protect the equity base of the Bank from future contingancies in respect of the credit portfolia, the Board of Directors:in
thelr mesating held on April 29, 2015 decided to transfer an aggregate amount of As. 12 billlon from the unappropriated
profits to & "General loan loss reserve’. This appropriation was made on the basis of the management’s best estimates
and judgement regarding the inharant portfolio risks. Subsequently, Beard of Directors: in their meeting held on 11 & 12
July, 2019 decided to transfer Rs. 4 billion from general loss reserve to unappropriated profit based on revised estimates.

SURFLUS ON REVALUATION OF ASSETS

Net surplus on revaluation of

- Avallable for sale securities

- Fixed Assats

- Mon-hanking assets acequired in satisfaction of claims
- On securities of associates and jainl ventura

Dafemed tax on surpius on revaluation of;

- Available for sale securitias
- Fixed Assats
- Mon-hanking assets accquired In satisfaction of claims

Surplus an revaluation of fixed assets

Surplus on revaluation of fixed assets as at January 1
Recognised during the year

Realised on disposal during the year - net of deferred tax
Transferred to unappropriated profit in respect of incremantal
depreciation charged during the yaar - net of deferred tax
Ralated deferad tax liability on incremental
depreciation charged during the year

Surplus on revaluation of fixed assets as at December 31

Less: miated deferred tax liability on:

- revaluation as at Janiary 1

- revaluation recognised during the year
- rate adjustment

- inctemental depreciation charged during the year

Share of surplus on revaluation of fixed assets of associates and joint venture
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2021

2020

Note -————-({Rupees in '000)———

10.1
251
252

25.1
252

32,617,936 43,867,153
45,168,797 45,421,244
2,B63,806 2,757,207
(349,787) (268.430)
80,300,833 91,776,174
{(12,715,419) {15,346,840)
{2,537,701) {2,395,819)
__(52,732) (44.713)
(15,305,852 (17,788,372
64,094,980 73,887,802
44,882,399 44,576,547
- 660,281
{220,819)
(208,088) (230.379)
(133,040) (124,050
44,320,452 44,882 399
12,396,819) (2,489 995)
- {30,874
(273,922) -
143,040 124,050
(2,537,701) (2,396,819)
848,345 538.845
42,631,096

43,024,425
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2021 2020
Note -{Rupees in "000}———
25.2 Surplus on revaluation of nan-banking assets acquired in satisfaction of
claims
Surplus on revaluation as at January 1 2,757,207 2,539,605
Recognised during the year 106,679 217,512
Surplus on revaluation as at December 31 2,663,886 2.767.207
Less: related deferred 1ax fability on:
- ravaluation as at danuary 1 (44,713) (47.448)
- revaluation recognised during the year (8.019) (3.274
(52,732) (44,713
EEB‘H !154 2,712 484
26, CONTINGENCIES AND COMMITMENTS
Guaranteas 26.1 261,356,068 242 030,415
Commitments 262 2,192,851 ,563 1,543,932.780
Other contingent liabilities 26.3 36.196.804 34,820,672
2,490.,504.435  1.820,783.B67
26,1 Guarantees:
Firancial guarantees 197,024,912 145,379,692
Performance guarantess 64,331,156 96,650,723
261,356,068 24203005
26.2 Commitments:
Documentary credits and short-term trade-related transactions
- letters of credit 1,682,757.532  1,096.347.086
Commitmeants in respect of;
- forward foreitin exchange contracts 26.21 571,111,340 418,327,735
- forward government securities transactions 26.2.2 38,255,954 27,625,340
Commitments for acquisition of:
- operating fixed assets 826,737 632,618
2,192,851,563 1,543 4932780
26.2.1 Commitments in respect of forward foreign exchange coentracts
Purchase 337,870,120 272.245.550
Sale 233,141,220 147,082,185
571,111,340 419,327,735

Commitments for outstanding forward foreign axchange contracts are disclosed in these consolidated financial staterments
at contracled rates. Commitments denominated in foreign currencies are expressed in rupee terms at the rates of
exchange prevailing at the statement of financial position date.
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2021 2020

———{Rupees in '000}—————
26.2.2 Commitments in respect of forward government securities transactions pe )

Purchase 30,218,032 496.331
Sale 8037922 27,129,009
38,265.954 27,605,340

Commitrments for outstanding forward government securities transactions are disclosed In these consolidated financial
statements at contracted rates.

2021 2020
26.3 Other contingent liabilities ———~{Rupees in '000) ———
26.3.1 Ciaim against the Group not acknowledged as debt 36,196,804 34,820,672

Claims against the Group not acknowledged as debis including claims relating to formar Mehran Bank Limited amounting
o R=, 1,597 million (2020: Rs, 1,597 million),

26.3.2 Taxation

Tax returns of the Bank have been filed up o tax year 2021 and amended by tax authorities up to tax year 2020, For Azad
Kashmir and Gilgit Baltistan branches no amendment 1o returns filed under section 120 of the Ordinance has been made,
hence returns filed are deemed assessments for all the years till tax year 2021,

a) The Taxation Officer had Issued show-cause notices under section 221 of the Income Tax Ordinance, 2001 1o the
Bank last year lo withdraw compensation on delayed refunds already given ta the Bank, and guestioned issuance
of refund orders already Issued to the Bank in the past several years which had become past and closed
transactions and thus legally fall outside the scope of rectification. The amount involved is Rs. 14,874.98 million
and Rs, 26,406.58 million respectivaly. These notices being totally illegal were challenged by the Bank before the
Honarable Sindh High Court {SHC) which instructed the taxation officer not lo take adverss action. The Honorable
SHC has stayed the recovery of tax demands. The Bank as a matter of abundant caution had also filed appeal
before Commissioner Inland Revenue (Appeals) (CIR{A)) which has remanded the matter to the taxation officer for
re-adjudication for failing fo given oppartunity of hearing fo the Bank. Similar notices have been issued and arders
were passed for tax year 2013 during the year cancelling refund compensation aggregating to Rs. 535.91 million
which has been challenged before CIR(A) and appeal is pending for hearing.

b} Sindh High Court had guashed the show-cause notices issued in previous round in 2013 for passing orders for tax
years 2006 and 2007 under saction 161 of the Ordinance on the grounds that these weare time-bamed in terms of
section 1743} of the Crdinance. Supreme Court on Department’s appeal has subsequently allowed taxation officer
to initiate proceedings through fresh notices, subject to cerain directions. Qrders wera passed by iaxation officer
for tax years 2006 and 2007 last year, treating the Bank as texpayar-in-default and raising tax demands of Fs.
1,.032.18 million and Rs: 1.324.72 million respectively. Bank has filed appeals before CIR(A} primarnly on the
grounds that Supreme Court's instructions have beer blatantly ignorad as cogent reasons for late procesdings
ware not given and neither amount of tax default nor names of parties were disciosed in the show-cause notices or
the orders. The orders are also assailed for being passed in guite arbitrary manner and various legal and factual
mistakes are made therain, The appeals have been heard by CIR(A) and decision is awaited.

G} Taxation officer has passed assessment order for tax year 2020 during the year. The Bank has filed appeal before
CIR{A) which is pending for hearing. Stay has been granted against tax demand arising oul of the assessment
order. The Bank has shown the additional tax liability of Rs. 4,288.17 million arising out of the impugned order as
contingency based on the tax consultants' expectation that the issues would be decided in Bank's favour.
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d) Taxation officer has passed assessment order for tax year 2019 during the year. The Bank has filed appeal befora

&)

26.3.3

26.3.3.1

CIR{A) which is pending for hearing. Stay has been gramted against tax demand arising out of the assessmant
order. The Bank has shown the additional tax effect of Rs. 1,772.78 milllon arising out of the impugned order as
contingency based on the tax consultants’ expectation that the issues would be decided in Bank's favour.

The Additional Commissioner, PRA has passed an order creating the Punjab sales tax labllity on the non-
withholding of Punjab Sales Tax on the insurance services recelved by the Bank for the tax periods January 2016-
December 2016 and January 2017-December 2017 amounting to Rs. 254.734 millon and Rs. 281.774 milllon
respectively. The rectification application has been submitted under section 79 of the Punjab Sales Tax on Services
Act, 2012 for the apparent mistake of facts. After the rectification, the net principal exposure would be Rs. 56.621
million and As. 50.685 million, Based on the legal and factual position; the Tax Advisor |s confidant that the ultimate
autcome of the proceeding will be decided In the Bank's favar.

The other matters undar tax contingencies include allocation of common expenditure between taxable income and
exempt / low tax rate income, Interest credited fo suspanse account, reversal of bad debts expense, reversal of
provisions of non-performing loans, provisions for diminution in value of investment. Surplus on ravaluation of
Avallable for Sale Securities disclosed in the Statement of Comprehensive Income in respect of tax year 2013. The
aggregate effect of these contingencies as on December 31, 2021, Including amount of Rs. 1,882.32 million
{December 31, 2020 Rs. 645.97 million) In respect of Indirect tax issues, amounts to Rs. 19,964.93 million
{December 31, 2020: Bs. 21,163 million). Mo provision has been made against these contingencies, based on the
opinion of tax consultants of the Bank, who expect favorable outcome upon decisions of pending appeals.

Contingencies in respect of employees benafits and related matters

The following are the detalls.of the contingencies arising out of the various legal cases pending adjudication in respact of
employees’ benefits and related matters. The Group considers that except for Pensionary benefits note 26.3.3.1, the
financial impact of other matters s impracticable to determine with sufficient rellability.

Pensionary benefits to retired employees

In 1977 the Federal Govt. vide letter No. 17 {9) 17 XI / 77 dated November 30, 1977, addressed to the Pakistan Banking
Council, directed that all executives / officers of all the nationalized banks would be paid pension as calculated & 70%
of average emoluments upon completion of 30 years of gualifying service of employess and where gualifying service was
less than 30 years but not iess than 10 years, proportionate reduction in percentage was to be mads. This pension
scheme was made applicable with effect from May 01, 1877.

In the year 1987, the Banks Mationallzation Act, 1874 ("BNA, 19747 was substantially amended whereby the Pakistan
Banking Councll was abalished and the Board of Directors of the nationalizad banks were empowered / mandated
respectively to determine parsonnel policies with the Prasident of the Bank deciding the remuneration and benefits of the
employeas in accordance with policies determined by the Board. In the year 1999, by virtue of the said amendments In
BMA, the Board of Directors of the Bank approved the Revised Pay Structure for the officers / executives of the Bank
with etfect from January 01, 1993 vide Ciroular No.37/1899, wheraby the basic salary was increased by 110 % to 140%
and besides giving multifarious benefits to its employess, formula for manthly gross pension was revised. However, the
amount of gross pension on the basis of existing Basic Pay and existing formula was protected,

A number of Bank's employees, after attaining the age of superannuation filed Writ Petitions befare the Lahore High
Court and the Peshawar High Court, praying for re-calculation of their pensionary benefits and increases in accordance
with the Bank Clreular Ne. 228 (C) dated Decamber 26, 1977 and furthermore, for allowing the increasas in thair pension
as per the increases allowed by the Federal Government (o its employees. This litigation started in the year 2010 and
2011.

The Peshawar High Count, in terms of judgment dated June 03, 2014, dismissed the petition while obsarving that the
petition was hit by laches and that the Petitioners could not claim the benefits granted 1o the similarly placed employees
of ather institutions who were governed through different Statutes and Service Rules.
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The Lahore High Court, Lahore, vide s Judgement dated January 15, 2016, allowed the Wit Petitions on the same
matter and the Bank was directed to release the pensionary bengfits of the Pefitioners. The said order was assailed by
thea Bank by filing Intra Court Appeals in January 2016 which were dismissed by the Lahore High Court, Lahore, through
its Judgement dated January 16, 2017. The Bank assailed the said judgement by filing appeals in the Supreme Court of
Pakistan.

The Honorable Supreme Court of Pakistan after hearing the amguments of both Parties, vide its Judgement dated
September 25, 2017 upheld the decision of the Divislon Bench of the Lahore High Court on the contention of increase
in Bank's employees’ pension, thereby Instructing the Bank to glve pension benefits to its employees in the light of
Head Office Instruction Circular No, 228 (C) of 1977, Under this Circular, the pension of employees was to be calculated
@ 70% of average emoluments upon completion of minimum qualifying service requiremant, besides requiring the Bank
to follow subsequent revisions In pension scheme and rates granted by the Federal Government to clvil servants from
time ta time as well,

The Bank as well as Federal Government filed Review petitions against the aforesaid judgment of the Honorable
Suprema Court ol Pakistan and alsp made an application for constitution of larger bench of the Supreme Court to hear
thie Review petition, which was reportedly actepted by the Chief Justice. However on March 18, 2013, the matter came
wp for hearing before a three member Bench instead of a larger bench. As advised by our legal counsels, the Bank
considers that due to conflicting decisien of the other bench of the Supreme Court in a case which, In all material facts
and circumstances, is identical 1o the Bank's case and various other legal infirmities in the judgement as highlighted by
the Bank in Its Review Petition, the Bank has a reasonably strong case on legal grounds to convince the Supreme Court
for review of its decision. The Review Petition {s ongoing and is expected to be listed for hearing soon.

A related matter has also been appealed in the Supreme Court where the petitioners have asked for Increases in
pension in accordance with government increases in Pansion for Government employees which is pending adjudication
and a favorable outcorne is expacted.

In case the above matters are decided unfavorably, the Bank estimates based on the actuarial advice that the financial
impact arising from the additional liability would be approximately Rs. 74.4 hillion excluding any penal interest / profit
payment (if any) due to delayed payment Pension expense for the current year and onward will also increase by Rs.8.4
billlon due to this decision. Based on the opinion of legal counsel, no provision has been made In these consalidated
financial statements for the above-mentioned amount as the Bank is confident about the favorable outcome of the
matter.

26.3.3.2 Regularizing the tempaorary hires / workers deployed by Service provider companies under outsourcing
arangamaents

The Bank outsourced certain non-core jobs to vanous service provider companies after entering into contracts with
tham. The resources deployed by the service provider companies were their employees and the said companies have
had sole administrative control over these resources. Some of these resources filed writ petilions before the High
Courts-and Mational Industriali Ralations Commission (NIRC) seeking to be absorbed by the Bank in its regular service
basad on grounds that they were in fact employeas of the Bank. Prasently, there are 6 cases on appeal pending at the
Supreme Court where these have been clubbed 1o be heard as one. The Chiel Justice of Pakistan has constituted a
larger bench comprising of five Judges being headed by himself for adjudication. The case is ongoing and is presantly
adjournad for a date to be fixed. A favorable outcome of this case is expected.

26.3.3.3 Litigation related to management tralnee program

Treatment of Non-MTOs (regular smployees) at Par with the MTOs (also appointed In regular cadres) - Litigation arising
out of order dated Septemmber 21, 2016 passed by the Supreme Court in our CA No.1644/2013 out of our CPLA No.
B05/2013 filed against order dated March 13, 2013 of the Division Banch of Sindh High Court, Sukkur in CP No. D-
4172010 {_tha *Decizion™).

Mr. Ashiag Ali and three (3) others filed a CP No. D-417/2010 before the Sindh High Court, Bench at Sukkur while
praying to treat them equally in respect of remunerations with other employeas (MTOs) having same grade, nature of
job-and gualifioation.
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The Honorable Division Banch at Sukkur, vide order dated March 13, 2013, directed the Bank to ensure equal reatment
to the petitioners with similarly placed employees without any discrimination.

Certain employees filed petitions in the Honorable High Court of Peshawar who also gave its decision in favor of the
petitioners, Review patition filad in the Honorabile Supreme Court of Pakistan by the Bank was also dismissed.

Last year, the Bank entered into out of court settiements which have successfully been exsculed with many Non-MTO
employeas ( petitioners') and accordingly compromise agreemants ('the agreement’), offering walver of loans, increase in
basic safaries and provision of other allowances, were signed with those peatitioners who have withdrawn their cases
against the Bank, Simultaneously the Bank continues to make payments to claimants as per any court orders from time
to time:

Foreign Exchange repatriation case

While adjudicating Foreign Exchanges repatriation cases of exporier namely: M/S Fateh Textile Mills Limited, the Foreian
Exchange Adjudicating Court of the State Bank of Pakistan has also adjudicated penalty of Rs. 1,020 million, arbitrarily
an the Bank. The Bank has fled appeals before the Appellate Board and Constitutional Petitions in the Honorable High
Court of Sindh against the said judgments. The Honorable High Court has granted relief to the Bank by way of interim
arders.

As advised by our counsel, NBP has also fled a Constitutional Petition challenging the constitution of the Appellate Board
by the Commission and has obtained restraining order on the ground that the Appellate Board constituted by the
Commission lacks legal meril in the light of Supreme Court ruling. Our counsel, Mr. Raashid Anwar, Advocate has
concluded his arguments in respect of the Foreign Exchange Regulation Appellate Board constitution, However, another
petition filed by ancther company wherneby challenging the constitutionality of the Competition Act was also tagged with
tha Petitions filed by the banks.

Based on mernts of the appeals managameant is confdent that these appeals shall be decided in favor of the Bank and
therelore, no provision bas been made against the impugned penalty.

Compliance and risk matters relating to anti-money laundering

The Bank operates a branch in Mew York which Is llcensed by the New York State Depariment of Financial Services
(MYSDFS) and is also subject to supervision by the Federal Reserve Bank of New York (FRENY),

The Bark and its New York Branch had entered into a Written Agreement with the FRBNY and NYSDFS (US regulators) in
2016 which inter-alia required the Bank to address certain compliance and nsk management matters relating to anti-
money laundering and the US bank secrecy law requirements and the implementation of the requisite systems and
controls and allocation of adequate resources 1o ensure full compiiance with such requirements.

in February 2022, the Bank has reached agreements with the US Regulators, The agreements inglude fines totaling US §
55.4 million equivalent te As. 9,778 million focused on historical compliance program weaknesses and dalays in making
compliance related enhancemeants.

Under the agreements, the Bank is required 1o submil status and progress meports at defined frequencies 1o the US
Hegulators with respect to the remedial measuras being taken in respect of non-compiiances at the New York branch.
The New York branch has been under new management since May 2020 and has substantially enhanced its compliance
program. Management and the Board of Directors of the Bank are committed to ensure compliance with the conditions
agreed in the orders given by US Regulators. There were no findings of iImproper transactions or wiliful misconduct.
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Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2021

27.

28,

MARK-UF / RETURN / INTEREST EARMED

O

a} Loans and advances

b} Investmeants

¢} Securities purchased under resale agreements
di Balances with banks

MARK-UP / RETURN / INTEREST EXPENSED

Deposits
Bomowings

Cost of foreign currency swaps against foralgn currency deposits / borrowings
Finance charge on lgase lability against right of use assets

Securities-sold under repurchasa agreaments

FEE AND COMMISSION INCOME

Branch banking customer feas
Cansumer finance related fees

Card related fees (dehit cards)

Cradit related fees

Investment banking fees

Commission on trade

Commission on guaraniess

Commission on cash management
Commission on remittances including home remittances
Commissian on bancassurance
Commission on govarnment transactions
Management Fee & Sale Load

Brokerage Incoime

Others

GAIN ON SECURITIES - NET

Realisad
Unrealised - held for trading

Realised gain on:

Faderal Governmant Secunties
Shares and mutual funds

ljarah Sukuks

Foreign Securitles

Annual Report 2027

2021 2020
Note -{Rupees in "000}———
87,349,028 99,797 877
138,163,731 154,128,269
4,057,558 2,474,660
1,481,927 1,630,672
232,052,245 258,031,378
87,831,336 103,348,851
6,838,985 §.929,6825
8,018,491 9,175,328
801,299 781,642
30,794,533 33.416,502
134,284,644 153,651,848
1,211,530 1.264,985
764,985 771,759
1,751,172 1,051,111
273,464 186,655
769,417 807.481
1,847,306 1,830,680
458,515 477,465
85,276 14,855
1,756,353 1,201,639
332,743 278,406
8,408,285 89,652,545
1,238,014 1.071.266
123,673 113,828
67,652 157,777
18,200,385 19,460,452
201 6,324,358 7.902;210
101 (121,834} 10,556
6,202,525 7,912,766
1,065,169 5,346,600
5,152,046 1,887,208
10,809 a8
96,335 668,304
6,324,359 7.802.210




Where The Nation Banks

Notes to and forming part of the Consolidated Financial Statements

For the year ended December 31, 2021

31. OTHER INCOME

Rent on property

Gain on sale of fixed assels - net

Postal, SWIFT and other charges recovered
Compensation for delayed tax rafunds
Claim from insurance company

Gain on derecognition on right of use assets
Tender menay

Others

2021 2020
Note ————-{Rupees in "000}——

55,550 20,234

71,702 23,053

23,450 48,071

311 1,664,879 3,834,424
4,355 -
12,378 -

2,082 5,836

21,867 33,8685

1,856,263 3,865,483

31.1  This represents compensation of delayed refunds determined under Saction 171 of Income Tax Ordinance 2001,

32. OPERATING EXPENSES
Total compensation expanses

Property expense

Rent and taxes

Insurance

Utilities cost

Security (including guards)

Repair and maintenance (including janitorial charges)
Depraciation

Depreciation on non banking assals

Depreciation on |larah assets

Depreciation on ROUA

Information technology expenses

Software maintenance
Hardwars maintenance
Depreciation
Amartisation

MNetwork charges

IT Manage Services

2021 2020
Note -——-—-Rupees in "000)————

a2.1 37,750,321 41,266,568
820,046 792.913

3.2 36,172 41,267
1,383,662 1,365,253

2,914,689 2,770,744

913,269 981,075

476,940 467,444

15,462 15,784

72,807 85,593

2,089,824 2,052,898

8,722,771 B.572,971

1,357,334 1,368,834

80,654 24,421

366,707 278,073

428,807 238,932

612,209, 558,235

359,054 164,897

3,214,785 2 634,492
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Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2021

2029 2020
Note ———{Rupees in '000)————

Other operating expenses
Directors' fees and allowances 25,431 36,160
Directors' fees and aliowances - subsidanes 14,242 12,680
Fees and allowances to Shariah Board 12,563 8,407
Legal and professional charges 1,376,323 2,172,228
Outsourced servioes costs 323 641,428 828,229
Travelling and conveyances 826,568 667,989
NIFT clearing charges 177432 189,866
Depraciation 1,700,068 1,754,815
Training and developmant 83,052 70.837
Postage and courier charges 222,069 22223
Communication 372,283 363475
Stationery and printing 1,344,782 1,138,854
Marketing, advartisement and publicity 371,405 38,675
Daonations 324 1,000 100
Caontributions for other Corporate and Social Responsibility azs 8,197 B5.447
Auditors’ remuneration 328 188,304 205,858
Fixed Assets / Non-banking assst daficit 18,833 -
Financial charges on leased assets 44,317 38,135
Entertainmarnt 270,757 257,223
Clearing charges, verification and licence lea 306,104 353,324
Subscription 1.278 1.268
Brokerags 124,916 117381
Insurance gensral 467,851 3r3,.B34
Vehicle expanses 173,999 149,421
Depaslt pramium axpense 1,571,107 1,388,248
Repairs and maintenance general 710,895 77,533
Others 326,271 217,004

11,371,315 11,652,033
Grand Total £1,059,172 64,126,064

321 Total compensation expense

Marnagerial Remuneration ]
1) Fixad 8,340,084 13,385,588
it} Variabla

of which;

a) Cash Bonus / Awards etc, 4,513,291 4,448,598
Charge for defined benefit plan 7,406,457 7.392.388
Charge for defined benefit plan - Subsidiarias 55,445 54,886
Hant & housa maintenance 5.415,505 4,699,328
Utilities 1,988,327 1,740,373
Medical 3,466,641 3153828
Conveyanca 3,366,477 3.1908,086
Club Membership & Subscription 197,923 81,204
Education Allowance 1,455,624 1,463,449
Insurance 350,235 452,455
Hangrarium to Staff and Stat! Wellare 251,752 206,662
Owartime 44,249 25196
Special Duty Allowance 139 ATT
Washing Allowanoe 16,590 15,871
Kay Allowance 72813 72208
Unattractive Area Allowance 56,808 57,029
Leave Encashment 9,775 8,246
Teaching Allowance 10,392 8,188
Incentive on CASA deposits mobllization 20,473 f,720
Meai Allowanos 125,580 126,585
Liveries 1,265 1,086
Leave Fare Assistance 17,983 18.053
EQBI ' 9,280 2,915
Cthers 557,114 635,568

37,750,321 41,266,568
37750321 41,266,568
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Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2021

32.2

323

32.5

32,51

This includes Rs. 3.422 million (2020: Rs. 3.550 million) iInsurance premium against directors’ lability insurance.
Total cest for the vear included in other operating expensas relating to outsourced activities is Rs. 540.8 milllon (2020: Rs.
829 million). Qut of this cost, Rs. 531,7 million (2020: Rs. 821 milllon) pertains to the payment to companies incorporated
in Pakistan and RAs. 9.1 million {2020: Rs. 8 million) pertains to payment to companies incorporated outside Pakistan,
Total Cost of cutsourced activitias for the year given to related parties is Rs. nil (2020: Bs. nil). Cutsourcing shall have the
same meaning as specified in Annexure-| of BPRD Circular No. 06 of 2017, The matarial outsourcing armangements along
with their nature of services are as follows:
Name of Company Mature of Services 2021 2020
e {HUpEes in "000) -
HTEGH Solutions (Private) Limited  Call center managamant 84,770 97,407
94,770 97,407
During the year, outsourcing services ware hired In respect of sales, call centre services, |T support, data eniry. protocol
services, collection sarvices, {anitorial & cleaning services and lift operator and engineering services.
2021 2020
— Rupeeas in '000)————
Donations include following amounts exceeding Rs. 500,000; = 'ir'
Description
The Patients' Behbud Society for AKUH 1,000 -
1,000 -
Contributions for Corporate & Social Responsibilities include following amounts exceeding Rs, 500,000:
2021 2020
————{Rupess in '000) ——
Description
Karachi Relief Trust (KRT) - 20,000
Aural Community Development Program - 20,000
National Rural Support Program = 25,000
SAFCO Suppert Program - 5,000
Thardeep Mirca Finance Foundation - 5,000
Agha Khan Rural Support Program - 5,000
Marnal Education Foundation 5197 5,200
Pakistan Hindu Ceuncil 1,000 -
Tehzibul Akhlag Trust 2,000 -
Total 8,197 85,200
None of the Directors, Sponsor sharehiolders and Key Managemant Personnel or thelr spouse have an interest in the

Dones.
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Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2021

AF.
- Total Total
Yousul Adil | Ferguson & 2021 2020
Co,
{Rupees in '000)
326  Auditors' remuneration
Audit fee 5,226 5,226 12,452 12,452
Revlew of interim financial statemeants 2178 2178 4,356 4,356
Fes for audit of domastic branches 5,060 5,080 10,120 10,720
Special certifications and sundry advisory serviges 6,798 1,136 7.934 5,604
Tax sarvices - - - 20,000
Saies Tax 1,900 1,608 3,508 4,203
Qut-of-pocket expenses 4,500 4,500 9,000 9,000
26,662 20,708 47,370 65,735
Fee for audit of overseas branches including advisary
sanvices and out-of-pocket expenses - - 136,240 132,328
Fee lor audit of subsidianies including out-ol-pocket axpenses = = 4,694 7.795
26,662 20,708 188,304 205,857
2021 2020

Note -————(Rupees in "000)————
33. OTHER CHARGES

Penalties imposed by State Bank of Pakistan 343,698 310,588
Penalties imposed by other regulatory bodies {Central Bank of international branches) 2,765 4,719
Penalties imposed by other regulatory bodies (Regulators of subsidianes) 516 1,132
346,978 316,434

—_—————mm—————

34, PROVISIONS & WRITE OFFS - NET

Provisions for diminution in value of investments 10.3 523,278 (33.083)
Provisions against loans and advances 11.4 11,003,313 29 248,974
Provision against other assets 132,734 1,696,085

11,669,325 30,911,876

35, TAXATION
Current 351 27,108,380 25,082,667
Prior years = -
Deferred (2,077,680) (9,234,180)

25,031,700 15,798,487

35.1 Current taxation includes Rs. Nil (2020; Nil) of overseas branches:
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Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2021

352 Relationship between tax expense and accounting profit

2021 2020
e JRupees in '000) ———

Accounting profit before tax 53,782,081 46,384 406
income tax at statutory rate @ 35% (2020: 35%) 18,827,229 16,234,542
Increase / (decrease) in taxes resulting from;

Super tax at statutory rate @ 4% (2020: 4%) 2114416 1,848,966
Inadmissible items 3,948,871 122,970
Enhanced rate on Govl. Securities 832,181 65,134
Reduced rate on SME / Housing (96,438) {27.636)
Impact of tax order - (2.314,832)
Others (594,558) (130,657)
Tax charge for current and prior years 25,031,700 15,798,487

2021 2020

36.  BASIC EARNINGS PER SHARE

Prafit for the vear (Rupees in 000's) 28,600,481 30,488,753
Weighted average number of ordinary shares (Mumber in 000's) 2,127,513 2,127,513
Basic earnings per share (Rupess) 13.44 14.33

37. DILUTED EARNINGS PER SHARE

Profit for the year (Rupees in 000's) 28,600,461 30,489,753
Weighted average number of ordinary shares (adjusted _
for the effects of all dilutive potential erdinary shares) (Mumber in 000's) 2.12?!513 2127513
Diluted sarmings per share (Rupeas) 13.44 14,33
2021 2020

Note -—————{(Rupees in '000)———-—
a8. CASH AND CASH EQUIVALENTS

Cash and balance with treasury banks [ 278,868,736 249 969,566
Balance wiih other banks 8 19,211,227 15,015,366
Call / clean money lendings ] 21,009,723 2,040,800
Call borrawings 18 (46,011,009) (2,047 568)
Overdrawn nostro accounts 18 (26,480) (1,236,440)

273,052,207 263,741,704
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Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2021

381  Reconciliation of movemenis of liabilities to cash flows arising from financing activities

| 2021 |
Laasa Unclaimed
Obligations Dividend
e {Rupees in "000)—-—-—
Balance as at January 1, 2021 8,066,572 185516
Changes from financing cashfiows
Payment of lease obligation / dividend I {2,?53,24ng [ {3.519]_1
Total charges from financing activities [2,753,248) (3,518)
Othar charges
Renswed lease during the year 2,241,526 B
Interest unwinding 798,284 -
Foreign exchange loss 141,213 =
Total other charges 3,181,023 -
Balance as at December 31, 2021 8,494,353 181,997
[ 2020 |
Lease Unclaimed
Obligations Dividend
—(HUpees 0 '000)
Balance as at January 1, 2020 8,025,753 186,668
Changas from financing cashfiows
Paymient of lsase obligation / dividend | 2.273.256)| | 11.152) |
Total charges from financing activities (2,273,256) (1,152)
Other charges
Renewed lease during the year 1,871,961 =
Increase fn unclaimed dividend 701,144 -
Foreign exchange gain (59,023)
Total other charges 2314082 -
Balance as at December 31, 2020 8.066572 185516
2021 2020
39.  STAFF STRENGTH ——————(Numbers)— -
Parmanent 11,005 11,278
On conlract 5,355 5,162
Staff atrangth at the end of the year 16,360 16,440
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Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2021

39.1

401

In addition to the above, 1.273 {2020: 1.838) employees of outsourcing services companies were assigned 1o the Bank as
at the end of the year to perform services other than guarding and janitorial services. Out of thess, 1,258 employess ara
working domestically (2020: 1.825) and 15 (2020: 13) abroad respectivaly.

DEFINED BENEFIT PLAN
General description

General description of the type of defined benefit plan and accounting policy for rameasuraments of the net defined
liability / assat is disclosad in note 515 to the consalidated financial staterments.

Number of Employees under the scheme
The number of employeess covered under the following defined benefit schemes ane:

2021 2020
—————— (Numbers)
Pension fund 10437 10,751
Post retiremeant medical scheme 10437 10,7561
Benesvolent schema 10,437 10,751
Gratuity scheme 4,685 3,085
Compensated absences 10,437 10.751

Principal actuarial assumptions

The actuarial valuations were carried out as at December 31, 2021 using the following significant assumptions:

2021 2020
—ee- —=== [Per annum) —----eeceeeeeeees
Discount rate 11.75% 9.75%
Expected rate of rstum on pian assets 11.75% 8.75%
Expected rate of salary increase 11.75% 9.75%
Expected rate of increase in pension 29% for next one year, 14.00%
7.25% onwards
Expected rate of increase in medical benaflit 11.75% 8.75%
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Where The Nation Banks

Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2021

40.8

40.8.1

40.10

40.11

2021 2020
e {Rupees in '000)—

Compaonents of plan assets - Pension fund

Pakistan Investment Bonds 18,320,490 22127729
Treasury Bills 1,500,000 1,655,750
Term Finance Certificates 104,000 104,000
Mutual Funds 6,687,543 6,427,374
Shares 6,969,297 7,179,364
Defence Saving Certificates 9,536,176 B ATYH.970
Special Saving Certificates 10,888,009 9,635,360
PLS - Term Deposit Recaipts 6,625,201 -
Cash at Bank 133.034 1,428,516
61,773,750 57,038,053

The Funds primarily invests in government securities which do not carry any significant credit risk. These are subject to
interest rate risk based on market movemeants. Investment in term finance certificates are subject 1o credit risk and interest
rate risks, while equity securities are subject to price risk. These risks are regularly monitored by Trustees of the Pension
fund.

Saensitivity analysis

The increase [ (decrease) In the present valug of defined benafit obligations as a resull of change in each assumption is
summarised as below:

201
: .WP‘”‘M"‘"” Booowolrt  Gauty Compeossted |
schema schame shsances

stheme
{Rupeas in '000)

1% increase n discount rate 801671 (B.200087) (111,278 (350.414)  (T23.780) (12.187,240)
1% decraase in discount rate 8,421,062 4025246 125539 425462  B25B06 14,823,109
1 % increase in axpected rate of salary increase 3802322 1255388 g7 437300 BESS21 6482752
1 % decrease In expected rate of salary increase (3524818 (1112158  (21297) (365858) (FI0S514)  (5.794.646)
1% increase in expectad rate of pension ingrease 5283386 1,883,193 i : = 7146579
1% decrease in axpected rate of pension ingrease [4,543,858)  (1,602,548) 5 = 5 {6,146,404)
1% increase In expectad rate of medical benefit increase - 882,076 - - - Baz,078
1% decrease in expectad rate of medical benefit increase - (T21,887) - : o {721,887)
Expected confributions to be pasd to the funds in the next financial year 1.53!.5\1&
Expected chargs for the next financial year 8,622,697

_——
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Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2021

40.12 Maturity profile

The weighted average duration of the obligation

Pension fund

Post retirement medical scheme
Banevolent scheme

Gratuity scheme

Compensated absences

40.13 Funding Policy

Years

10,66
14.82
B.66
12.33
7.79

Pension Fund - Bank's current assets and its percentage is given below.

Current Assets

Cash and cash equivalents - net
Governmeant Sacurities

Shares

Maon-Government Debt Securities
PLS - Term Deposit Receipts
Mutual Funds

Amount Percantage
(Rupees in "000)
133,034 0.2%
41,244 675 66.8%
6,969,297 11.3%
104,000 0.2%
6,625,201 10.7%
6,687,643 10.8%
61,773,750 100.0%
s ———— 8 |

Bank will continue to invest with the same percentage In the asset categories mentioned but increase the assets gradualiy
so that there is no deficit in the pension fund.

40.14 The significant risks associated with the staff retirement benefit schemes are as follows:

Asset volatility

Changes in bond yields
Inflation risk

Life expectancy / Withdrawal rate

Investment Risk

41.  DEFINED CONTRIBUTION PLAN

The risk arises when the future earnings are lower than expectation, This nsk is
measured at a plan level over the obligation pariod of the current population. The
campany assets are either invested in fixed sscurities or cash

The rigk arises when the actual retisrn on plan assefs is lower than expectation,

The most commoen type of ratirement benefit is one whare the banefit 1s linked with
last drawn salary. The risk arises when the actual Increases are higher than
axpeciation and impacts the liabllity accordingly.

The risk arises when the actual lifetime of retirees is longer than expectation. This risk
is measurad al the plan level over the enfire retiree population, The risk of actual
withdrawals varying with the actuarial assumptions can impose a risk to the benafit
obligation. The movement of the hability can go either way.

The risk arises when the actual performance of the investmants is lower than
expactation and thus creating a shortfall in the funding cbjactives.

A defined contribution [DC) plan & a type of retiremant plan in which the employer, employse or both make contributions
on a regular basis. Individual accounts are set up for participants and benefils are based on the amounts credited to these
accounts (through employes contributions and, il applicable, employer contributions) plus any invastmeant eamings on the
maney in the-account. In defined contribution plans, future benefits fluctuate on the basis of investment eamings.

Group currently does not have any defined contribution plan.
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Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2021

42,  COMPENSATION OF DIRECTORS AND KEY MANAGEMENT PERSONNEL
421 Total Compensation Expense

202
Directors
Cither
Membars Ky
i President / ) Malerial
Items Non- Shariah ;En Management FIIu:Tukm
Chalrman g Board Parsonnal
Execitives { Controllers
(Rupees in '000)
Fees and Allowances etc. 4,874 -20,557 9,981 b - 5
Managerial Remuneration _
i) Flxed - - - 54,000 181,256 550,870
iy Total Varahie - - - - - -
of which
&) Cash Bonus/ Awards - - 774 - 162,086 256,035
Charge for defined bensafit plan - - 94 4,500 30,631 105,691
Aent & house maintenanca = = BAD - 99,601 268,605
Utilities - s 269 - 48,007 87,545
Medical - - 198 - 23964 79,310
Conveyance - - ars - 19,536 74,492
Others - - - 3,970 9,463 104,868
Tatal 4,874 20,557 12,564 ‘62,470 574,634 1625216
Mumber of Parsons 1 8 5 1 az 144

The President and certain execulives are also provided with free use of Bank's cars, household equipment, mablle phones
and free membership of clubs:

42.1.1 The total amount of deferred bonus as at December 31, 2021 for the Key Management Personnal and other Material Risk
Takers (MAT) / Material Risk Gontroliers (MRC) is Bs. 55 miliion. The deferred bonus is held in a trust fund,

Parformance bonus is accounted for on payment basis.

2020
Directors
Other
hgmbers Kay
Chairman Lt e P'EE'E&S”' " |Man 5 } FII:I!:'EF&I'J‘?I:E
' Exsculives Board Parsanrgl { Cantrolies
(Rupees in "000)
Fees and Allowanoes sic. 4,108 32,0850 T.362 - - -
Managerial Remuneration
) Flaed - - £ 54,000 208,031 478,085
i) Total Varabie - - - - - -
of which
&) Cash Bonus / Awards - - 548 - 84,745 191,238
Charge for defined benefit plan B - 17 4500 40,972 106,861
Aent & house maintenance - E 683 - 89,343 201,827
Litilittes: - - 211 . 27615 61,761
Madiical . . 155 - 24633 64,570
Convayane B - 330 . 17234 51,324
Others - - - 3,511 13,708 61,640
Total 4,108 32,050 a.407 62,01 aB4.289 1.215807
Number of Perstns 1 f 3 1 44 105
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42,2 Remuneration paid to Directors for participation in Board and Committee Meetings

20
Muisiting Fess and Allowanass Paid
Far Bomd Commitises
Board
SNa, Name of Dimclor For m B Buu:ihsk Bosrd HR & 2 Bawrd < h":B;'mlh'll - A e
Meotings | Aget |, b |Aernoention | oo ront ¥ SN | Encrises & | Albwances™ orade
Camsmetion Conmmities Comtiftion Commitien | Committes Ammitiance
{Hupeas in '000)
1 fr 2ubwr Soomio 1,650 - - 800 - - - 2,324 #8714
2 Mr Muhammad Sonail Fajpis 450 150 - - - 300 - - 600
3 Ms. Sacalfe Abid 1,500 . - . B 750 - ‘368 3,518
4 Mr Tewhg Asghar Husssin 1,650 00 1,500 === - - = 150 e 4
5 Mr. Fasid Mal 1,650 A = T50 800 = & 30 &1
&  Mr Imam Bukhsh Baloch 1,850 60 750 . - 150 . = 3300
7 Mr Ahsan Al Chughtnl TE0 - = - = 450 = 238 1,438
8 MrAsit Jooms 1,360 B0 = 900 > 450 = - 3600
Total Amount Paid 18,650 2,700 2350 2550 1,800 2,100 150 323 25,401
*  Dissoived In 317th Board Meeting held on February 24, 2021.
** Allowances nclude accommodation and trave
*=* Amount Includes NBP - NY Govarnance Council {Sub-Committes of BRCC),
W00
Kbmititig Fesm iind Allowwanca Pasd
For Boand Commitees
: . Boad
SN Narma of Dirnctor Eév Bomd Boned Rk Bowd HH A Bom Band dirmaticingl
Mihirgs IﬂmuT l‘.‘an;m;p ot e Technolegy & [:n:t::n:ﬂ Eranchises & | Ao TMHI:;T"“
Corranities R Committes | Committes m:?;:
{Raipzeas in 000
1 My Zubyr Soomio 2,700 - - 1350 - - - 659 4,109
2 M Muhammad Masam 450 aca 180 . = . = 218 1418
3 MrMuhammad Sobail Riput 2,100 00 . 1,050 . a5k 4415
4 Ms Sadafle Abid 1,850 - - - 1,360 1,850 - 7 4921
g Hr. Tawfm Asghior Hussan E.ﬂ 1.200 1.050 =4 K - t.ﬂaé'lg : ggg
r. Zafar Masud . . = = t
T Mr Farid Malik 1,950 . 1.080 1,350 1,350 - - 1,087 6,191
B Mr imam Bukhsh Baloch 2100 . 1,050 . - 1,050 - . 4,200
8 hdrAsit Jooma 1,650 800 - 1.050 - - - - 3.600
Total Amount Paxd 14,590 3300 3.300 4,350 3,150 3,150 1.500 2410 38,760
423 Remuneration pald to Sharah Board Members
M ]
FRpsidient | Non-Fesident . Remadant Hin-Reskdent
i Chairmah | ombar | Mombars) Tolsl Chainnin. | |\ Giociber | Mimbersl Tetal
(Rupeas in 000~
Ratainer Fes & Flood Remunarmtion 3462 4,163 4,828 12563 3,240 3.287 2 Ba0 0,407
Total Amount Paid 3482 4,183 4938 12,563 3.240 3,287 2,880 8,407
Total Numbier of Persons i 1 a 5 1 1 1 a

The above Infermiation does not include particulars of subshdiaries.
43.  FAIR VALUE MEASUREMENTS

The fair value of quoted secunties pther than those classified as held to maturity, is based an guated market price, Quoted
instruments classified as held to maturity are carried at cost.The fair value of unquoted equity securities, other than
nvestrnents in associates and subsidiaries, s delermined on the basis of the braak-up value of these investmeants as per
their latest available audited financial statements.

The fair value of unguoled debt securities, fixed term Ioans, other assets, other liabilities, fixed term deposits and
barrowings cannot be calculated with sufficient reliability due to the absence of a current and active market for thesa
assets and fabilities and refiable data regarding market rates for similar instruments.
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431

Fair value of financial assets
The Group measures fair values using the following fair value hierarchy that reflects the significance of the Inputs used in
making the measuremenis:
Leval 1: Fair value measuremenis using quoted prices (unadjusted) in active markets tor identical assets or liabilities.
Lewval 2: Fair value measurements using (nputs other than quoted prices included within Levet 1 that are observable
for the assets or liability, either directly (l.e. as pnces) or indirectly (i.e. denved from prices).
Leveal 3: Fair value measurements using input for the asset or liability that are not based on observable market data
li.e. unobsereable inputs),
The table below analyses financial instruments measurad at the end of the reporting period by the level in the fair valus
hierarchy Into which the fair value measurement |s categorised;
On balance sheet fingncial instrumeants a0
Carrying Value Level 1 Leval 2 Level 3 Total
Finmmeial assets - measured at fair vidua {Rupoos in 000}
Irvestmants
Markat Treasury Bllls 811,954,803 - 811,954,893 - 811,694 803
Pakistan Investmant Bonds 582,430,008 - 582 430,008 - 582 430,000
ljarah Sukuks 13,869,700 - 13,969,700 - 13,969,700
Orclinary shares of listed companios 39,944 846 39,844 846 - - 39,944,846
Investment in mutual funds 2,318,516 - 2318516 - 2318516
Preference shares 1,285,729 1,265,729 - = 1,205,729
Term Finange Cartificates £ Musharika
and Sukuk Bonds 51,264 518 16,546,431 ‘34,718,087 - 51,264,518
GoP Forelgn Currency Bonds 20,804,963 . 20,804,963 - 20,804,963
Foraign Gowsrmment Seourities 2,281,942 - 2,281,842 - 2,281,942
Oxttinary shares of a bank outside Pakistan 7,524,206 27,524,206 - - 27,524,208
1,563,790,322 B5,281,212 1478518110 = 1,563,799,322
Financial assets - disclosed but nol measured
at fair valuo
Cash snd balances with treasury bonks 278,868,736 - - - -
Bialances with other banks 19,211,237 - - - -
Lendings ta financial institutons 335,468,675 - - = -
Investments
Pakistan Investment Bonds 324,728,185 - B - =
Orciinary shares of unlisted companies 1,471,305 . - - .
Debentures, Bonds, Sukuks, Participation Term
Ceriificates and Term Finance Carificales a0 - - - -
Bai Musjjal with Government of Pakistan 10,814,185
Forelgn Government Securities 34,091,600 - - - B
Foraign Currancy Dabt Securties 880 - - - -
Advances 1,113,314,128 . = = -
Othat Agsats 65,505,033 - = - -
2,183,560,794 - 2 . .
3.74?.3#9,115 85,281,212 1.478,518.110 - 1,563,790,302
Oft-balance shest financial instruments - measured
al fair value
Foreign exchangs contracts purchase and sole 671,111,340 - -3,058,205 - 3,058,205
Forwnrd governmment securities ransactions 38,255,954 - {308,328) = (308,328)
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2020
Qnbalancaabwal frwcial napniients Garmying Value Laval 1 Level 2 Levei 3 Total
Financial assets - measured at fair value gy
Investments
Market Treasury Bils 626,248,790 - £26,248 790 - 626,248 7490
Pakistan Inyvestment Bonds 473 408,082 - 473,408,082 - 473,408,082
ljarah Sukuks ' 6,015,800 - 6,015,600 - £,015,600
Ordinary shares of lsted companles 48,089,192 48.089.182 - - 48,089,192
Imvestmeants in mgtual funds 2,291,013 . 2.291.013 . 2.281,013
Preferance shares 1,089,850 1.068.850 - - 1,089,850
Term Finance Certificates / Mushanka and Sukuk Bonds 55,910,547 20,088,162 35,822 385 - 910,547
(3P Foreign Currency Bonds 10,840,878 - 10,840,875 - 10,840,875
Foreion Govarnment Securities 3.853.016 - 3853016 - 3,953,018
Faraign Cusrency Debt Securifies 80,640 - B840 . 80,840
Ordfinary shares of 4 bank outside Pakistan 17,652 718 17 682,778 - . 17,852 778
1.245 590,383 B6.520.982 1,158,660.401 - 1,245.580.383
Financial assets - disclosed but nof measured
at falr value
Cash and balances with treasury banks 242,969 566 2 = 3
Balanges with othar Banks 15,015,366 - = =
Lending to financial mstruments 126,804 675
Invesiments
Pakistan Investmant Bonds 168676415 = i %
Ordinary shares of unlisted companies 1,455,089
Debentures, Bonds, Sukuks, Paricipation Term
Cerificates and Term Finants Certificates 7838 - = = i
Biai Muaijal with Gowemnmiant of Pakisfan 11,641,133
Forsign Government Securifiss 42418 800 ’ . :
Foreign Currency Debt Securifies 618 " a =
Advancas 983,871,421 ; ; .
Cther assels 60,745 988
1,650,608.918
2,895,187 3 5,820,962 1158660401 - 1.245,590.383
Ofi-balance sheet financial instrumants - measyured
al fair valus
Forgign axchange contracts purchase and sale 418:327.735 - 2918017 - (2818017
Forward govermnment securities ransactions 27825340 - 52,885 - 52,885
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Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2021

Valuation technigues used In determination of fair valuation of financial instruments within level 1 and level 2

Item Valuation approach and inpul used

Market Treasury Bills PRV (MUFAP)

Pakigtan Investmen! Bonds PKARYV (MUFAP)

liarah Sukuks MUFAP

Orcinary shares of unlisted companias Breakup valus as per latest available audited financial statements
Term Finance Certificates / Musharilka and Sukuk Bonds MUFAR

GoP Foralgn Currancy Bonds Reuter page

Forelgn Government Securities Reuter page

Foreign Currency Dabt Securitiss Feuter page

Investment In mutual funds MLUIFAP

43.2 Fair value of non-financial asseis
Informatian about the falr value hierarchy of Group's nen-financial assets as at the end of the reporting period are as follows:

200
Carrying Valua Levei Levei 2 Level 3 Total
{Rupees in "000)
Land & building (fixed assets) 48,745,835 - - 48,745,835 48,745,835
Nan-banking assets acquired in satisfaction of claims 4,050,548 - - 4,088,548 4,050,546
62,805,381 - - 52,805,381 52,805,381
2020
Carrying Valus Ll 1 Lewel 2 Level 3 Totat
(Rupees in '000)
Land & tuding (fixed assets) 48,770,485 - - 48,770.485 48,770,485
Mar-banking assels atquired in satisfaction of claims 3.968.329 - 7 3,968,329 3.968.329
s2.7an.814 - - f2.738.814 52738814

44, SEGMENT INFORMATION
44.1  Segment Details with respact to Business Activities

During the year the Group changed its internal arganisation structure in a manner that changed the composition of its
reporiable segments, and accordingly the prior year disclosure |s restated to refiect the current reportable segments.
Branch banking has been bifurcated in to Retail Banking Group and Inclusive Development Group.
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Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2021

45,
451

TRUST ACTIVITIES
Endowment Fund

Students Loan Scheme was launchad by Government of Pakistan in collaboration with the major commencial banks with a
view to extend financial help by way of mark-up free loan to the mertorlous students without sufficient resocurces for
pursuing scientific, technical and professional education within Pakistan.

The Scheme Is being administered by a high powered commitiee headed by the Deputy Govemnor, State Bank of Pakistan
and the Presidents of NBP. HBL, UBL, MCB, ABL and the Deputy Secretary, Ministry of Finance as member and Senior
Director of IHASME Finance Department (Infrastructure, Housing & SME Finance Department) as a secretary of the
Committee. The State Bank of Pakistan has assigned MNational Bank of Pakistan to operate the scheme.

The Committes In its meeting held on August 7, 2001 approved creation of Endowment Fund initially at an amount of Rs.
500 million, Re. 396 milllon ware transferred from the old Qarz-e-Hasna (Defunct) Fund, Rs.50 million contributed by the
Government of Pakistan and Rs. 54 million weare contributed by participating banks {HBL, NBP and UBL 25% each, MCE
17.5% and ABL 7.5%),

The amount of the Endowment Funds in investments stands at Bs. 835.770 million as at December 31, 2021 (2020: Rs.
785 millian),

The Bank undertakes Trustee and other fiduciary activities that result in the helding or placing of assets on behall of
individuals and other organisations. These are not assets of the Bank and |, therefore, are not included as such in thase
consolidated financial statemenis. Assats held under trust are shown in the table below:

As at Decamber 31, 2001

Securiies Held (Face Valug)
Mo. of IPS | Market Treasury | Pakistan Investment |Government ljarsh
Category Accounts Bills Bonds Sukuks Tatal
(Rupess in ‘000)
Asseis Management companies n - - - -
Charitabls Instititions 5 205,320 554,000 - 1,069,520
Companies <] 41,314,365 128,880,600 27700 167,712,385
Employes Funds a 12,597,120 43,178,900 - 55,776,020
Individuats S 203,025 79,700 - 282,725
Insurance Gompanies 8 23,821,000 172,528,500 - 196,348,500
Othars 74 76,701,745 234,818,687 - 311,620,442
Total 1.1 1 575 Sﬂﬂiﬂﬂlg? 17, 762,80 2
Az gt Decamber 31, 2020
Securities Held (Face Valug)
No.of IFS | ‘Market Treasury | Paklstan [nvestmeant | Governmant |
Catagory Accaunts Bifls Bonds e Tous!
(Rupees:in "G00
Assats Management companies 23 x x = -
Chantable institutions 5 - - - .
Companias 17 34,121,000 a2, 187,000 . 126,308,000
Empilayes Funds B2 8,640,000 102,961,000 - 112,601,000
Individuais B53 148,000 71,000 - 218.000
Ingurarce Companies 7 11.211.000 145.210,000 - 156,421,000
Othars 58 66,831,000 143,723,000 - 210,654 000
Total 1,025 122,051,000 484,152 000 - 06 203,000
RELATED PARTY TRANSACTIONS

The Group has related party transactions with its associates, |oint ventures, employee benefit plans and its directors and
Key Management Personnal. The details of investment in joint venture and associated undertaking and thelr provisions are
stated in note 10 of the financial staterment of the: Group.

The Group enters into transactions with related parties in the ordinary course of business and on substantially the same-
terms as for comparable transactions with person of similar standing. Contnbutions to and accruals jn respect of staff

retirement benefits and other benefit plans are made in-accordance with the actuanal valuations / terms of the contribution

plan. Remuneration to the executives / officers is determined In accondance with the terms of their appointmant.

Details of transactions with malated parties during the year, ather than those which have beén disclosed elsewhere in these
consolidated financial statements are as follows:
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Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2021

47,

CAPITAL ADEQUACY, LEVERAGE RATIO & LIQUIDITY REQUIREMENTS

The Group’s objectives when managing capital, which Is a broader concept than the ‘equity’ on the face of the statement
of financial position, are:

- to comply with the capital requirements set by the regulators of the banking markets where the Group operates;

- to safequard the Group's ability to continue as a going concern so that it can continue to provide returns for
shareholders and benefits for other stakeholders: and

- to maintain a strong capital base to support the development of its business.
Basel-lll instructions comprises of tha following three capital standards:
i. Minimum Capital Reguirement (MCR):

The MCR standard sets the nominal amount of capital banks/ DFIs are required to hold. Currently the MCR for
banks and DFis |s Rs. 10 billion as prescnbed by S8P.

ii. Capital Adequacy Ratio (CAR):

The Capital Adequacy Ratio assesses the capital requirement basad on the nsks faced by the banks/ DFls. The
banks/ DFis are required to comply with the minimum reaquirements as spacified by the SBP on standalone as well
as consolidated basis, Currently the required CAR for banks is 11.50% (plus 2.0% for NBP as D-SIB requiremant).

iii. Leverage Ratio:

Tier1 Laverage Ratio of 3% is introduced in response to Basel Il Accord &s the third capilal standard. Group level
disclosure of the lgverage ratio and its components has started from December 31, 2015. The Group hasa levarage
ratio of 3.54% in the year December 31, 2021 (2020: 4.16%) and Tier-1 capital of Rs. 204,320 million (2020: As
176,735 million).

The S8P's regulatory capital as managed by the Group is analysed into following tiers:
1. Tier 1 Capital {going-concern capital)

. Commaon Equity Tler 1

. Additional Tier 1

- Tier | capital, which comprises highest quality capital slement and include fully paid up capital, balance in share
premium accourd, reserve for issue of bonus shares, general reserves ancd un-appropriate profits (net of
aoccurnulated (osses, iIf any),

2, Tier 2 Capital ([gone-concern capital)

- Tier |l capital, which ncludes general reserve for loan losses, revaluation reserve, axchangs translation reserve and
subgordinated dabt,

Baszel |l capital rules requires bank to make cerain deductions from the capital before arriving at the Capital Adequacy
Ratio (CAR).

Risk weighted assets are measured according to the nature and reflect an estimate of credit, market and other risks

associated with each asset and counterparty, 1aking into-account any eligible coltateral or guarantees. A similar treatment
ts-adopted for off-balance sheet exposures, with some-adiusiments to reflect more contingent nature of potential losses.
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Notes to and forming part of the Consolidated Financial Statements

For the year ended December 31, 2021

The Group's policy is to maintain strong capital base so as to maintain, investor, creditor and market confidence and to
sustain future development of the business. The adeguacy of the Group's capital is monitored using, among other
maasures, the rules and ratios established by the SBP The ratics compare the amount of eligible capital with the total of
risk-weighted @ssets. The Group monitors and reports its capital ratio under the SBP rules, which ultimately determines

the regulatory capital, required to be maintained by Banks and DFls.

The paid-up capita| of the Group for the year ended December 31, 2021 stood at Rs. 21,275 million {(2020: Rs, 21,275
millien} and is in compliance with the SBP requirement for the said year. In addition the Group for the year 2021 has

maintained minimum Capital Adequacy Ratio (CAR) of 20.76% (2020: 20,10%).

There have bean no material changes In the Group's management of capital during the vear,

Minimum Capital Requirement (MCR):

Paid-up capltal (net of losses)

Capital Adequacy Ratio {CAR):

Eligible Gommen Equity Tier 1 (CET 1) Capital

Eligible Additional Tier 1 (ADT 1) Gapital
Total Eligible Tier 1 Capital
Eligible Tier 2 Capital

Total Eiigible Capital (Tier 1 + Tiar 2}

Risk Weighted Assets (RWAs);
Credit Risk

Market Risk

Operational Risk

Total

Common Equity Tier 1 Capital Adeguacy rafio

Tier 1 Capital Adeguacy Ratio
Total Capital Adequacy Ratio

Leverage Ratio (LR):

Tier-1 Capital
Total Exposures

Leverage Ratio

Annual Report 2021

2021

2020

«———{Rupees in '000) ———u-—

21,275,131 21,275,131
204,320,445 176,735,007
204,320,445 176,735,007

66,135,418 56,705,915
270,455,863 233,440,922
987,646,626 862,944 817

82,621,030 88,080,262
232,459,233 210,140,934

1,302,726,889 1,161.166,013
15.68% 15.22%
15.68% 15.22%
20.76% 20.10%
204,320,445 176,735,007
5,768.455,790 4,249,194 564
3.54% 4:16%
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2021 2020
~——-—-{Rupees in '000)———
Liguidity Coverage Ratio (LCR):
Tatal High Quality Liquid Assets 1,362,6545,086 1,200,257.780
Total Met Cash Cutflow 628,459,514 666,722,022
Liquidity Coverage Ratio 164% 180%
_
MNet Stable Funding Ratio (NSFR):
Total Avallable Statile Funding 2,753,443,506 2.,309.310,465
Total Required Stable Funding 890,042,101 901,126,786
Met Stabie Funding Ratio 278% 2568%

The full disclosures on the Capital Adequacy, Leverage Ratio and Liguidity requirermants as per SBP instructions
Issued from time to Umea, i= avallable on NBP's websita. The link to the full disciosure s available at
httpar/iwww.nbp:com. pli/blsd/

RISK MANAGEMENT

Risk management is about understanding and managing the potential for volatility of earnings, loss of access to reliable
deposits and funding and depletion of capital arising from the business activities, whilst pursuing its strategic objectives.
The Group has in place a well-defined risk management strategy / policy with clear objectives and dellverables through
multi-pranged risk management processes. '

The Group applies the Basel framework as a cornerstone of the NBP's risk management framework and capital strategy.
The Group maintains a8 strong capital, funding and lguidity position in line with its on-going commitmeant to maintain
balance shesat strangth. The strength of risk profile management of the Group stands at the following pillars:

- Identification and assessment of significant material risks.
- Oversesing and managing the risk profite of the Group within the context of the risk appetite.
. Ciptimize risk/return decisions by aligning them to business objective of achieving sustainable optimum growth.

Information Security Division (ISD) Is also an Integral part of Risk Management Group to oversee Independently the
gmerging information/ cyber security risks,

In order to support Risk Management Group (RMG's) activilies, the strong data management mechanism is also in place to
collect and consolidate exposure wise information various risk related analysis and reviews. The mechanism also helps in
identification of e-CiE related information, perorming periodic review, generates reporis and highlights inconsistencies
and errors, and issuing instructions to the relevant data entry points far rectification,

Risk Governance Structure

Risk Management Group |[AMG) operates as an independent group under the supervision of Chisf Risk Officer RMG's
scope and coverage has been enhanced to cater enterprise-wide risk management, cradit approvals, and program
landing. CRO reports directly to the Presidant with a dotted line reporting to the Board Fisk & Compliance Committes
(BRCC}, The Group is respansible to perform the functions pertaining to developmant and ovarsight of the risk framewaork,
mathodologies and other functions assignad from time 1o time in line with local / intermational best practices and under the
suparvision of 8BP's regulations’ guidelines..
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Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2021

The Group's Board is responsible to ensure active oversight over implementation of policies and frameworks so as ta
prevent any significant financlal loss or reductions in shareholders' value that may be suffered by the Group. Therefors, it s
the responsibllity of the Board to ensure that pollcies and frameworks are In place to recognize all significant/ material risks
to which the Group is / may be exposed and that the required human resource, culture, practices and systems are
adequate to address such risks. The Board and its relevant committes, e, Board Risk and Compliance Committes (BRCC)
and the senlor managemant along with its relevant committees e, Managemant Gredit Committes (MCC), Enterpriss
Risk Committes (ERC), Asset and Liabliity Committes (ALCO) etc. are responsible to ensure implementation of risk
management framework.

48.2  Risk Management Framework

The Group's risk management policies are established to identify and analyze the risks faced by the Group, to sst
appropriate rigk limits and controls, and to monitor risks and adherence to limits: Risk management policies and systems
are reviewed reqularly to reflect the changes in market conditions, products and services offered.

The Group implements risk management framework through a Three Lines of Defence’ model which defines clear
respansibilities and acoountabilities for various offices and ensures effective and independent oversight and also that the
activities take place as intended. RMG together with Complance Group acts as second line of defence and performs
imegrated function of oversight and independently challenges the seftectiveness of risk management actions taken by
business groups. who are the first fine of defence. The risk management is further strengthened by the third line of
defence, where Board Audit and Compliance Committee and Audit and Inspection Group add value through independent
and objective assurance In Improving risk management functions of the Group,

Following paragraphs infroduce Group's exposures o material risks associated with its business activities and explain
avarall strategles and processes to manage those risks:

48.2.1 Credit Risk

Credit Risk arises from the potential that a customer’s or counterparty's willingness or ability to meet such an obligation is
impalred, resulting in an economic loss to the Group. NBP's lending activities account for most of the Group's credit risk
which is continuously evolving i various financial activities including loans and advances, commitments to lend,
contingent liabilities such as letter of credit and guarantees, and other types of both on and ofi-balance sheet fransactions.
The Group has a dedicated setup led by Chief Risk Officer that ensures the sffectiveness of the frameworks for
assessment [ measuremant, review and reporting of credit risk under supervision of Board Risk and Compliance
Committes,

The Group has in place Risk Appetite Framework and Credit Risk Concentration Management Framework to ascertain the
levels of credit risk It undertakes by placing limits on exposures In relation to existing or potential obligors, economic
groups and o various industry segmants. Persisterl focus on malntaining a robusl sk management framework
encompassing structured assessment models, effective pre-disbursement evaluation fools and an array of post
disbursement review systems has spabled NBP to effectively manage its credit risk.

The Risk Management function of the Group is reguiarly conducting assessmenis, an perpetual basis, of the credit
portfolio to identify borrowers and sectars most likely to get affected due to changes in the business and economic
environment locally as well as giobally. The Group is cognizant of the fact that COVID-19 situation is posing challenges for
tha industry in general, and for the risk management function in particular. Group is proactively keeping an eye on the
delinguency in the accounts, financial position of the countarparty and other refevant information.

Credit review and approval process of the Group is well-defined and is managed under strict superyision of senior
management. For analysis of counterparfies within various asset classes / constitutions / economic group, the Group has
in place a statistically validated rating model, which further enhances the credit risk analysis. This creates an integral
contribution in decision making by senior management of the Group. Concentration of exposure / risk In any of
counterparty, economic group, or industry is assessed frequently and accordingly iimit setting is tailored,
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Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2021

The Group has also engaged itself towards implementation of IFRS 2 standard, which is currently in parallel-run phase.
The standard sets out new model for financlal assets, which requlres recognition of impalment charge based on an
‘Expected Credit Loss” approach rather than the ‘Incurred Credit Loss’ approach as currently followed.”

Moreover, under the leadership of CEO & CRO, the credil approval process was brought in ling with global best practices
by implementing the delegated approval authorities to Country Credit Officer (CCO) & Senior Credit Officer (SCO). This has
vastly improvad the turnaround time (TAT) for credit approvals besides g focused approach to assebt/loan maonitoring. The
SCO's have been assigned loan portfolios per their expertise Le. IDG, CIBG, IFRG & Special Assets (Remedial).
Furthermore, the risk team has also started making joint visits with the business teams to customers site which has proved
fo be very helpiul In understanding the ground realities and also supports In making an Informed decision.

Retail & Program Lending Group has recently been established within Risk Management umbrella. This Group will
strengthen focus on producis that are managed on program lending basis and will add controls, governance and risk
culture around it. Group has been organized on a Credit Cycle approach, with an end 1o end credit view. It is engaged in
areas of Policy & Portfolio Management, Credit Approvals, Collection & Hecovery Owersight, Automation & Risk
Technology, MIS & Project Management, Quality & Compliance, ete. To ensure that the group plays a key role, its Group
Head has been added to Management Credit Committee as a voting member. Given the overall focus on this area, Retail &
Program Lending Risk will play a significant role within farger scheme of Risk Management Group in 2022.

Currently under Basel Framework, Standardized Approach is used to caloulate capital charge for credit risk weighted
assets, with simple approach for credit risk mitigation. Additionally, stress testing for credit risk Is completed on regular
basis to evaluate the conceivable effects of scenarios provided by the regulator.

Particulars of the Group's significant on-balance sheet and off-balance sheet cradit rsk in various seclors are analysed as
follows:

48.2.1.1 Lendings to financial institutions
Cradit risk by public / private sector

Gross lendings Non-performing lendings Provision held
2021 2020 2021 2020 202 2020
{Rupees in ‘000)
Fubilic/ Government = - = - = =
Private 336,640,825 126,980,825 174.150 176,150 174150 176,150
335,640,825 126,980,825 174,150 176,150 174,150 176,150
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48.2.1.2 Investment in debt securilies

Craatitik by indCaty steler Gross investments Non-perfonmiing Investments Provision held

2021 2020 2021 2020 2021 2020

{Rupees in "000)

Cement 470,168 470,168 20,168 20,168 20,768 20,168
Chemical 2,076,742 2073812 326,742 23812 - 326,742 agage
Construction 3,380 824 3,885,490 1633739 1,633,738 1633739  1,533.738
Enginesring 4842 4,842 4842 4842 4,842 4842
Fertilizar 655,109 1,040,960 655,109 856,831 855,109 556,831
Sugar 708,718 766,718 709,718 766,719 708,719 766,719
Textile 1,079,625 1,151,054 651,053 651,054 651,055 651,054
Trarspor . - - - = .
S 973465 9658543 201252 210020 W22 141601
Elactronics and elecincal appliances 1,308,738 1,308,738 1308738 1308738 1308738 1308738
Glass and Ceramics 11,361 11,361 11,361 11,361 11,361 11,361
Miscelleneous 467,203 891,092 26,996 25,992 25,906 25,991
Leather and Tenneries 5,288 5,268 5288 5,288 5288 5288
Food and Parsonal Care Products 11,184 11,184 11,184 11,184 11,184 11,184
Pharmaceuticals 243 2413 2413 2413 2413 2413
Technology and Comimunication 11,072 11,072 11,072 11,072 11,072 11,072
Vanaspati and Allied Industries 4,238 4,238 4,238 4,238 4238 4238
0il and Gas Markefing 9,049 12,382 687 687 687 B87
Cable and Electrical Goads 4,508 4,508 4508 4508 4,500 s
Automotile Parts and Accessones 1,185 1,185 1188 1,85 1,185 1,185
Piawer (glectricity), Gas, Watsr, Sanitary 34,579,163 37 841,840 - - - .
Tobacco 144 144 144 144 144 144
Paper and Board 10,794 10,794 10,704 10,784 10,794 10,784
Jute 7,081 7.081 7,081 7.081 7,081 7.081
Metal Products 500,000 500,000 - - - =
Services B67,239 890,258 - - -

55012346 60,665,266 580714 5671871 5607314  5503,540
Gtk By peibilic:| ptatis sotioe Gross investments Non-performing investments Provision held

2021 2020 2021 2020 2021 2020

(Rupess in "000)

Public / Governmeant 29886783 31840580 7,620 7,620 7,620 7,620
Private 26,025,563 28,815,706 5509604  5664.251 5,599,684 5585820

55012346 60,665,266 5807314 567187 5607314 5603540
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Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2021

48.2.1.3 Advances
Credit nsk by industry sector

Gross advances Non-performing advances Provision held
202 2020 2021 2020 aon 2020
(Rupees in "000) -

Agriculture, Forestry, Hunting & Fishing 71,243,087 £3,054,332 7,208,158 6.204.022 5,182,290 4,514,289
Mining & Cuarrying 88,334 282,368 11,335 117.448 11,335 117,448
Textils 160.297.014 132500923 ras362 3T 37067714 135889959
Chemical & Pharmacauticals 5,284,057 033,024 Zin a2 2645442 2,661 064 2634248
Cament 32,057,795 33124120 B3ITET  BINATT 4,094,267 4093767
Sugar 36,671,049 45,278,585 1586692 15374152 15854 8217 14,335,087
Footwear and Leather gaments 2,016,803 2,461,054 gE2.770 840,448 BaTAT2 84D, 114
Automabile & Transpartation Equipmant 8,567,080 B,607 421 840,147 971,267 o447 468 O5R BET
Etectronics & Elactrical Appliances 8,684 327 10,036,223 2,380,685 2232278 2,470,272 2223278
Conistruction 20,193,083 12 266 442 B.643,454 4 484 629 6,754,352 4,481,950
Oil & Gas 102,762,247 82,061,196 20,218,650 5413208 20,074,535 4526641
Power (elactricity), Gas, Water, Sanitary 190,946,668 201,168,044 13,208 849 7,188,326 9,911,108 6,745,325
Wholesate and Retall Trada 42,510,870 36,642,833 10,801,296 13,514,846 10,745,332 12,083,484
Exports / Imports 1,501,450 1,687,703 . - - .
Transport, Storage and Communication 55,070,251 55,190,848 12,780,768 11263360 10,368,778 g.184M5
Financial 31,806,152 6,358,191 9230 91912 82,33 91,312
Services 38110525 22,929,861 4242115 4543558 2554475 2897 BRD
Individuais 196,236 486 184,106 685 5,215,545 5,982 662 4342413 4123937
Flour Milis 2,T87.238 2,809,954 752338 785,193 689,028 720,207
Rice Trading & Processing 37,707,929 30685877 4,780,678 4,665,312 4,555,487 4,537,360
Food and Tobacoo 16,100,487 14,023,712 6,988 672 5,251.343 667548 5726208
Fertifizer 11,602,568 15,733,123 2088 462 2.847,630 2,947 541 2,888,738
Metal Products 71,007,705 67320802 25,880,256 25,111,134 25511029 24,557,341
Telecommunication 22011036 17064247 1136813 1,159,350 1,136,818 1,159,350
Public Seclar Commadity Opérations 77,346,473 62,413,440 74,198 74,158 74188 74,198
General traders - - - 2903 - 2244
Enginearing 32121933 33,444 437 1,422 8200 1,416,959 1,415,349 1410274
Glass and Caramics 8,070,728 5.854,290 389,447 395,911 389,447 386,511
Madia 1,529,488 2,189,435 381,881 718,124 208,87 293,124
Paper & Board 27ee TR 1,601,970 1,193,719 1,187 847 1,183,118 1,187 &a7
Plastic producis 2,662,060 2827 648 672,085 651,193 670,607 848,250
Sports goods 1,280,713 978,994 93,818 93,818 3818 93818
Surgical equipments 824,409 827,764 12,151 84,674 8,558 64,674
Oihars 2,625,314 2.072,130 1.572.474 1,865,079 1,572,474 1.777.042

1,305,441,329  1,160,952,938 198,345,689 171,812,812 178,654,809 154,687,769
Credit risk by public / private sector Giis dbisieu Non-perfarming advances Provision heid

20 2020 202 2020 A 2020
{Rupees in "000)

Pubdic / Gavemmant 420,736,532 337572330 . 2672432 - 2522432
Private BB4.T04,79T 823360608 198,345,680 160.149,180 179,654,608 152.085337

1305441328 1,160.932.938 198,345,600 171,812,612 179,654,608 154 587,769
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Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2021

2029 2020
——eee{RUpEes in '000) ————
48,2.1.4 Contingencies and Commitments

Gredit risk by industry sector
Agriculture, Forestry, Hunting & Fishing 100,504 170,777
Mining & Quarrying 1,418,487 2,606,392
Textife 25,421,310 18,571,105
Chermcal & Pharmaceuticals 6,001,560 8,558,756
Cement 9,718,289 4,269,235
Sugar 582,840 303,184
Footwear and Leather garmants 182 162
Automabile & Transportation Equipment 4,435,807 11,886,834
Electronics & Electrical Appliances 2,843,195 2,959,697
Conatruction 9,718,062 9,036,763
Ol & Gas: 104,645,267 38,173,307
Power (electricity), Water, Sanitary 61,808,701 83,646,557
Wholesale and Retall Trade 2,346,916 1,624,388
Exports / Imports 272,733 317.086
Transport, Storage and Communication 47,721,546 28,020,866
Financial 719,655,625 544,516,361
Services 1,365,079,802 950,517,287
Indlviduals T7.114 394,092
Fartilizar 3,652,239 1,304,690
Meial Products 15,961,141 9,828,654
Telecommunicaticn 25,141,852 14,070,734
Pubilic Sectar Commodity Operations 8248178 12,565,661
Rice processing & Trading 20.825 39,174
Food and Tobacco 448,128 376,730
Glass and Ceramics 1,484,463 1,007,344
Paper & Board 2,046,783 551,469
Enginearing 77,952,489 43,596,296
Piastic Products 258,541 27,432,871
Surgical equipments 19,458 750
hers 3,411,207 2.347.864

2,480,604,435 1,620,783.867

* Contingent liablities for the purpase of this note are presented at cost and includes direct credit substitutes; transaction
refated contingent liabllities and trade related contingant liabilities,

202 2020
i -(Rupees in '000) —--———

Cradit risk by public / private sector

Public / Government 1,402,648,361 948,334,918
anﬂtﬂ T.W.EEE.UTEI 3?2 rME.gdﬂ

2,490,504,436  1,820,783,867
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Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2021

48.2.1.5 Concentration of Advances

The bark top tan (10) exposures on the basis of total (funded and non-funded expeoures) aggregated to Rs. 1,474,841
rillion (2020:; Rs. 1,093,518 million) are as follows:

2021 2020
———{Rupees in '000)————
Funded 244,605,208 250,314,704
Mon Funded 1,230,335,750 B43.203477
Total Exgosura 1,474,940,958  1,083,518,181

The sanctioned limits against these top 10 exposures aggragated to Rs. 1,563 867 millian {2020; Rs. 1,280,786 million)

Total funded classified therein 2021 2020
Amount Provision held Amaount Provision held
{Rupees in "000)
Loss - - 2522 432 2.522.432
Total - - 2,522,432 2,522,432

For the purposa of this note, expesure means outstanding funded facilities and utiltsed non-funded facilities as at the

reporting date.
48,2.1.6 Advances - Province / Region-wise Disbursement and Utilization
2021
Disbursements Utilization
{ : 4 KPK including : AJK including
Province/Region Punjab Sindh FATA Balochistan lslamabad Gigit-Baltist
{Rupess in “000)
Punjah 277,503,496 anomeaa 1,855,596 3,044 484 . 11,120 §13,903
Sindh 479,243,405 4500000 465,243,405 - . 8,500,000 .
KPK inoluding FATA 11,698.517 - . 11,696,517 . . -
Balochistan 3,676,107 . - = 3,678,107 - -
Islamabad 52,861,679 12,830,357 8,802,187 3,089,940 - 37.039.185 =
AJK including Gilgit-Balfstan 7.310.487 . - - - 7,310,487
Total 792205601 230408770 477991188 18742821 3678107 45550315 7924390
2090
Dishursements Uilizabion

; . ; KPK including AdKincluding

Province/Hegion Punab Sindh FATA Balochstan Isamabad Gilgi-Bal
{Rupess In '000)

Puriab 210,145 408 207,831 532 1625942 . - - ST
Sindh 390,856 220 7206 27T AS4014 . : 8,500,000 -
KPK including FATA B176.477 . . 6176977 - - :
Balochistan 3855024 . . - 3352524 - 523.000
lelamabad 45,981,187 B,B53 922 12,271,029 1,7112.540 . 27,153 596 -
AJK Including Gilgit-Baltistan 2,798,820 . - : 2,798,820
Total 663,626,538 221489660 391,350,983 7888517 3.352.924 35,853,680 3508734
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Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2021

48.2.2

48,2.2.1

48,222

Market Risk

Market Risk is the value of on and off-balance sheet positions of a financial institution fhat will be adversely affected by
movemenis in market factors such as interest rates, foreign exchange rates, equity prices, credit spreads and/or
commuodity prices resulting In a loss to eamings and capital.

The Group's markeat risk is managed through Market Risk Management (MAM) Framework approved by the Board which
ts comprised of refated policies / procedures with the oblective to mitigate market risk, Group has in-place scorecards/
erfteria for various market risk limits. Under the developed Value-at-Risk (VaR} models and policy framework, VaR limits
are being monitored with an objective to be used for capital charge calculation under IMA approach in future.

Standardized Approach is used to calculate capital charge for market nsk as per Basel framework. Whereas, stress
testing for interest rate, equity pnces, and exchange rates risks activities is carried out regularly 1o estimate the impact
an the capital of the Group.

In addition to the regulatory requiremeants, Group has devised propristary market risk stress testing scenarios which are
performed on periodic basis to assess the impact on capital of the Bank for Internal Capital Adequacy and Assessment
Process (ICAAP). Limits / zones and Management Action Triggers and Managemeant Action Plans comesponding to
Liquidity Ratio, Batance Shest Duration Gap, Governmeant Securities PYBP and Duration have also been developed.

Statement of Financial position split by trading and banking books

201 2020
Banking book  Trading bock Total Banking book  Trading book Total
{Rupees in '000)
Cashand baianoes with treasury banks 278,866,735 . 2TB.BEB.TIE 249,960,566 = 249,960,566
Balances with other banks 18,211,237 . 18,211,237 15,015,366 . 15,015,366
Lendings to financial institutions 335,466,675 = 335466675 126,804,675 - 126,804,575
Investments 1821030266 121,701,825 1,942741,181  1,368,195.288 BRZ10085  1.466.405.373
Advances 1,113,314,128 < M3314128 983871421 - 983,871,421
Fixed assets 54,833,801 . 54,833,801 55,086,800 - 55,086,808
Intangible assels 1,171,446 - 1,171 448 1,022,143 - 1,022 143
Right of use assets 7,090,980 - 7,080,980 7.017.020 - 7.M7.020
Defarred tax asset 1,902,811 - 1,902,811 . - .
Other assets 102,433,842 . 102433842 112017819 - 112,017,618

3735333022 12171825 3857034947 2918999907 98,210,085 3.,017,209,992

Foraign Exchange Risk

Forelgn exchange and transiation risk arises from the impact of curmency movements on the value of the Group's cash
flows, profits and losses, and assats and liablities as a result of participation in global financial markets and international
oparations.

In order to manage currency risk axposure the Group enters into ready, spot, forward and swap transactions with the
SBP and In the inter Bank markel, financial institutions and corporate. The Group's foreign exchangs exposure
comprises forward contracts, purchases of foreign bills; foreign currencigs cash in hand, balances with Banks abroad,
foreign placemants with the SBP and loreign currencies assets and liabilities. Foreign Exchange exposure is managed
within the slalutory limits, as fixed by the SBP. Appropriate segregation of duties exists between the frorni, middie and
back office functions.
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Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2021

2021 2070
Fareign Foraign Nat foreign Frarsign Farzign : Nt foraign
Cumency Cumency m currenty Currency Curmency m Eumency
Assats Linhilities ExXposre Assets Lighilfies EXpOsure
(Rupeas in "000)

United States Dollar  230:696,801 321,594,407 87452155 (3.445451) 158975693 250386427 115289103 23,888,369
Great Britain Pound 5,012,811 5950831 4303047 3,365,027 4253451 5613790 3235840 1875500
Japanese Yan 3,939,522 3283911 2,315,294 2,970,504 4,080,732 1,123,760 168 524 3,125,596
Euro 13,413,044 19043837 7628245 1997456 8625157 10208008 3462011 1,780,058
Ofther currencies 75,261,167 18,382,109 3,130,155 60,009213  6B372930 20716084 2996887 50,653,733

328,323,345 368,256,095 104,826,900 64,BOTI49 244307063 288138070 125163365 81333259

2021 2020
Banking book Trading book  Banking book  Trading book
(Rupeesin "DO0) ——— e e e e e e
Impact of 1% change in foreign exchange rates
- Profit and loss acoount - - - -
- Othear comprehensive Income - 648,971 - 813,333

48.2.2.3 Equity position Risk

The trading activities also raise risk which occurs resulting in negative fluctuations of daily stock prices specifically in
those stocks which are hald by the Group, hence, deplete capital, The Group's equity position is managed through limits
impesed by regulator for both, overall investment and exposure In single scrip. Margover, internal limits are sel to
possibly manage overall earmnings in the form of placing of stop loss limits and/ or through diversification ‘within tha
structura of overall equity position partfalio.

2021 2020
Bankingbook  Trading book  Banking book Trading book
. (Rupees in '000)
Impact of 5% change in equity prices
- Profit and loss aceount - - - -
- Other comprehensive income 2.671,767 - 3,065,915 -

48.2.2.4 Yield / Interest Rate Risk in the Banking Book (IRRBB}-Basal |l Specific

Interest rate risk specifically arises due lo adverse movements in yield curve of underlying asset which is being
monitared by ALCO with an objective to possibly limiting the potantial impact over the profitability of the Group which
may result in instability of market based interest rates and mismatching or gaps in the amount of financial assets and
financial liabilities in different maturity time bands. Bank assumes that the sources of IRR are based on following sub-
risks.

- Re-pricing nsk; arising from changes 1o the overall level of interest rates and inherent mismatches in the re-pricing
term of bhanking book items.

Yield curve risk; arising from a change In the relative level of Interest rates for different tenors and changes in the
slope or shape of the yiald curve.

- Basis risk; arising from differences between the actual and expected interest marging on Banking book items over
the implied cost of funds of those items:
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Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2021

48.2.3 Operational Risk

Operational risk is the risk of loss resulting from inadequate or failed internal processes, people: and systems or from
axternal events. This definition includes legat risk but excludes strategic and reputational risks, To mitigate, an Operational
Risk Management (ORM) Framework has been developed to align the Group's operations with sound practices of
operational risk by Basel framework, ORM Framework providas guidance for setting the operational nsk strategy of the
Group, selection and adoption of risk and loss measurement tools, reporting, and establishment of operational risk
managemant processes.

Operational risks are a core component of doing business arising from the day-to-day operational activities of the Group
including launching of new products and services by the Graup. Group reallzes that operational risks cannot be fully
mitigated, it therefore determines an appropriate balance between accepting potential losses and incurning. costs of
mitigation.

Further, the Group has-adopted a comprehensive Operational Risk Management Strategy and Operational Risk Tolerance
limits approved by the Board in-line with Basel framework. Furthermors, the Group has rolled-out Opérational Loss Data
Collsction Mechanism wheraby field functionaries and Groups/Divisions at head office are responsible to report
oparational losses under thelr jurisdictions on a certain frequency. Operational loss events are reviewed and appropriate:
corrective measures are taken on an ongoing basis, Risk Evaluation exercise Is carried out for new products, processes
and systems as per the operational risk policy of the group.

The Group has also conducted analysis of major Operational Risk Incidents covering key control lapses and accordingly
suggested rmecommendations & mitigations: As per Basal reguiatory tramewaork, the Group calcutates capital charge for its
operational rsk using Basic Indicator Approach. This approach s considered maost suitable in view of the business model
of the Group which relies on an extensive network of branches to offer Grouping services to its customers.

Moreover, the Group closely monitored the situation and undeniaken required actlons to ensure the safety and security of
Group staff and maintenance of service to its customers. The Senior Management of the Group Including the Covid Crises
Management Team closely monitored the situation, and took timely decisions o resolve any concerns.

The Group continued to take measures to ansure the maintenance of thelr service levels, resolved customer camplaints to
meet the axpectations of its stakeholders.

The Group's operations stayed highly resiftent and the Group deployad all necessary measuras for the health and safety of
its employees to pravent them from the pandemic situation.

48.2.4 Information Security Risk

Cyber Securty is one of our top priority risks. Considering extensive customer base and increasing digital footprint,
meachanism has been devised for upscaling of technology Infrastructure and related channels from information security
standpoint. Further, due to evolving cyber threat landscape, the Group has taken appropriate actions to monitor and
respond to eybarsecurity risks and adopted a heightened state of cybersecurity. We are living in the highly technology
dependent environment, where most of the business functions are performed with information techinology for storing,
processing and sharing information; the Information "assets” that are being used to store, process and transmit the
information, face various types of threats. I threats get materialized and are able to exploit the vulnerabilities (weaknesses)
present in these information assets, the confidentiality, integrity and availability of information get compromised. In arder {o
mitigate the risks, certain controls and counter-measures nesd to be assessed and implemented. The Group has devised a
governance machanism o manage related risks through development of Policies and Framework, and deployed security
tools to ensure adequate implementation of internal controls and monitoring of security threats within technaology
infrastructure,

Our staff is first line of defence against any cyber attacks therefors the Group regularly assesses the information security
controls and undertake employees’ awareness and trainings. The Group works with its key technology partners 1o ensure
that potential vulnerable systems are identified and appropriate controls, updates and patches are implemented o secure
the systems. The Group is actively communicating with its customers on interacting with the Group in & secure manner
through its full suite of ehannels including online and digital Grouping.
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In the late hours of October 29, 2021 and =arly morning of October 30, 2021, the Bank's IT Infrastructure came under a
cyberatiack. As a result, NBP's business-critical servers along with several workstations went down which disrupted the
business oparations. The services primarily running on the Windows operating system were impactad. A committea was
formed to keep track of the systems affected and their restorations. The status of the systems that were affected as a
result of cyberattack and their restorations was also reported to the Siate Bank of Pakistan, The management has also
taken on board various vendors to assist the Bank in carrying out analysis of the potential lapses that led to the attack and
atso lo take Initiatives and develop processes for dealing with such events in future. The systems of the Bank are up and
running and as per management's assessment, there s no Impact on the Bank's IT infrastructure as a result of
cyberatiack. The management |5 cognizant of the fact that cyber security is a top priority risk and the Bank Is taking
approprate steps to monitor and respond Wot.

48,2.5 Enterprise-wide Risk

In addition to the above mentioned risks, the Group has a structure to identify resldual material risks on periodic basis. The
source of these reports includes, but not limited to, the Board approved Internal Capital Adequacy and Assessment
Process (ICAAP), which commensurate risks over and above those which directly cocurs as a result of dally business and
operations of the Group. These risks include Cancentration Risk, Interest Aate Risk in Grouping Book (IRRBB), Increase in
MNPL Categories, Reputational Risk, Strategic Risk, etc.

Maorasover, all thosa brewing risks that are material and arss ‘within the Group or due to inherent bahaviour of country's
market and sconomic conditions, whether in Isolation or in combinations-are covered under the Group-wide Recovery
Plan. Thesa risks are monitored on certain frequency and corrective actions are taken as and when deemed necessary,

Group's Stress-testing framework, compnses of togls, to deliver a timaly assessment of the resilience of the Group's
capital under stressed conditions to the senior management. It encompasses simplest to sophisticated stress testing
meathods to capture the abnormal movement of market and economy based indicators and to translate such scenarios into
projections of Group's profitability and capital planning.

This framewark paves the way to a quantitative, forward-looking assessment of capital adequacy (movement/ level of
Capital Adequacy Ratlo (CAR) of the Group) to provide an indication of how much capital might be needed to absorb
losses. It helps in identifying potential vulnerabiiities within the Group and assessing solvency by applylng plausible/ past
adverse scenarios under exireme condilions,

48,2.6 Liquidity Risk

Liquidity risk is tha risk of loss to a Group arsing fram its inability to meet obligations as they fall due or to fund growth in
asseis, without incurring unaccapiable costs or losses. More simply, iquidity risk is the possibility that a Group will be
unable to meeat its financial commitment o a customer, creditor, or investor whan due, in a timely and cost-affective
manmner.

To mitigate this risk, Group has aranged diversified funding sources, manages specific assets with liguldity in mind and
monitors liquidity on daily basis. In addition, the Group malntains statutory depaosifs with central Groups Inside and outsida
Pakistan. The purpose of llquidity management is to ensure that there are sufficient cash flows to meet all of the Group's
liabliities when due, under both normal and stressed conditions without incurring unacceptable losses, as well as to
capitalize on opportunities for business expansion and profitability. This includes the Group's ability fo maet deposit
withdrawals either on demand or at contractual maturity, to repay borrowings as thay mature and to make new loans and
investments, as opportunities arise,

Asset and Liability Committee (ALCO) is responsible for ensuring that the Group has adeguate liquidity and monitors
liquidity gaps, to execute this respongibility, Mandatory as well as advanced/ oplional stress testing and ratio based
liquidity assessments are parformed to proactively identify and manags liguidity position, needs /requiremients. Group has
various limits / ratios, triggers and management actions In place to monitor and mitigate liquidity risk. The Group
caleulates and monitors, on regular basis, Basei-lll Liguidity standards (includes LCR, NSFR and LMTs), liquidity ratios as
per SBP parameters besides other internal liquidity measures.
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BNBP e

Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2021

48.2.7 Derivative Risk

A dertvativa 15 a contract that derives its value from the parformance of an underlying asset which can be an index, interest
rate, commadity price, security price, FX rate etc. Derivatives include forwards, futures, foreign currency and interest rate
swaps, options etc. In Pakistan, futures and forwards are most commonly traded derivatives.

Currantly, the Group is not an active participant In the Pakistan derivatives market as it does not hold an Authorized
Derivative Dealer (ADD) licence to perorm derivate contracts. Once acquired, the Group will carry out the transactions
which are permitted under the Financial Derivatives Business Regulations Issued by the SBR, which may include Interest
rate swaps, farward rate agreements, farelgn currency options ste.

Moreaver, the Group may also offer other detivative products to satisfy customer requirements, specific approvat of which
will be sought from the SBP on a transaction by transaction basis.

48, EVENTS AFTER THE REPORTING DATE
The Board of Direclors has proposed a cash dividend of Rs. 1 per share (2020: Rs. Nil per share) amounting to Rs.
2,127.513 million (2020: Rs. Nil) at its mesating held on March 08, 2022 for approval of the members at the annual general
meating to be held on March 30, 2022. These consolidated financial statements do not refiect this appropriation as
explained in note 5.22,

50. CORRESPONDING FIGURES
Cerain corresponding figures have been reclassified wherever necessary to confirm to the presentation adopted in the
current year.

51, GENERAL

51.1 Figures have been rounded off to the nearest thousand rupesas.

82, DATE OF AUTHORIZATION FOR ISSUE
These consolidated financial statements were authorized for Issue on March 08, 2022 by the Board of Directors of the
Bank.

Zubwyr Socomro Arif Usmani Abdul Wahid Sethi Asil Jooma Ahsan Ali Chughtai

Chatrrman Prezident & CEO Chiaf Financial Officer Dirpctor Deractor
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Annexure ‘I’ as referred to in note 11.6 of the Bank’s Consolidated
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Annexure ‘I’ as referred to in note 11.6 of the Bank’s Consolidated
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Annexure ‘I’ as referred to in notes 2.1 and 11.7 of the Bank’s

Consolidated Financial Statements

Where The Nation Banks

ISLAMIC BANKING BUSINESS

The bank is operating 188 {2020: 191) Islamic banking branches and no |slamic banking windows at the yaar ended December
31, 2021.

2021 2020
ASSETS Note ————{Rupees in '000)———
Cash and balances with treasury banks 6,581,138 5,713,009
Balances with other banks 12,531 11,0948
Investments 1 49,548,760 42,108,641
Islamic financing and ralafed assels - nat . 42,316,208 37,546,704
Fixed assats 100,620 148,884
Right of use assets (ROUA) 641,973 755,116
Other dssels 1,686,568 2,676,118
Total Assats 100,897,800 88,951,420
LIABILITIES
Bills payabis 339,102
Deposits and other accounis a 84,848,520 75,268,262
Due to Head Office 7,635,926 4,124,758
Lease liabllity against rght of use assels 826,081 803,196
Other liabilibes 455,249 2,198,144

84,166,127 B2.833483
MET ASSETS 6,742,673 6,127,957
REPRESENTED BY
fslamie Banking Fund 4,646,000 3,360,000
Surplus on revaluation of assets 504,005 E59.569
Unappropriated | unremitted profit 5 1,502,668 2,108.388

6,742,673 6,127,957

The profit and loss account of the Bank's Islamic banking branchas for the year ended December 31, 2021 Is as follows:

Profit / return eamed 6
Profit £ return expensed 7

Mt Profit / returm

Other income

Fea and Commission Incoma
Forelgn Exchange Income
Oftiar Income

Total ethar income

Total Income

COther exfienses
Oparating sxpansas
Other charges

2021 2020
Note —————[Aupess in '000)—

7.212,495 7,854,804
{3,180,848) {3.456,533)
4,031,648 4,538,361
285,694 367,852
37,404 56,745
13,218 1,744
336,316 425841
4,367,962 4,564,302
{2.742,428)| 12,453,854)
{1,51 (2.512)
(2,743,844) (2,456,406

Total other expenses

Frofit before provisions
FProvisions and write offs - net
Frofit before taxation
Taxation

Profit after taxation

2,607 896

Iﬁﬂﬁ}ﬁ1 E
%121% tsm.su%
1 2,108,

1,502,668

2,108,388
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Annexure ‘I’ as referred to in notes 2.1 and 11.7 of the Bank’s
Consolidated Financial Statements

Costf Provision for | Surphus/ carrin Valle Cost/ Powgontor | Suphs ! Campng
Amavriised cost | diminuticn Delicity Amitestionsd|  diminufion (Deficy Yaka
1 Investments by segments:
[Ruipoes in '000)
Federal Government Secunties;
-ljarah Sukuks 14,000,970 - (31,278)| 13,969,700 | &,000,000 15800 6015600
-Cthers (Ba Muajjal with GOP & 13.30%,) 10,914,185 - - | 10,914,185 11,641,133 11,641,133
24815164 - (31,279 24883885 17,641,133 15800 17,656,743
Won Government Debt Securities
-Listad 8,200,000 . 240,000 | 8,540,000 | 8.400,000 . a4 | ariuT
-Unligiad 155970,208 | '(130807)| 265284 | 16,124 875 | 15,598,747 | (130807)] 332228 15,741,168
24170398  130,807) 625,084 246B4875 23000747  [130.807)  B4306% 24452909
Total Investmenis 49,085,562 (130,807) 504,005 49548760 41580878 (1008070  ©59.589 4210964
2021 2020
8 islamic financing and related assets MNote ———(Rupeeés in '000)—
ljarah 2.1 85,075 168,788
Murabaha 2.2 803,901 3,464 4
Diminishing Musharaka 21,834,074 17,614,309
Istisna - 50,000
Other Islamic Modes (Wakala tul Istisrmar) 8,500,000 8:500.000
Advances against lslarmic assets (Murbaha, DM, Istisna) 11,226,981 B.076,678
Inventory related to Islamic financing (Istisna) 459,000 275,800
Gross Islamic financing and refated assets 43,029,031 38,148,776
Less: Provision against Islamic financings
- Specific (F12,763) (602.913)
- General (59) (159)
(712,822) (B03.072)
islamic financing and related assets - net of provision 42,316,209 37.546,704
2 ljarah vyl
Cost Depreciation
Book Value as
At January1, | Additions / FEa Al January 1 Charge idie at December
m";“' | celatonsy | Pocemberst, | PV agustmentor | December 31, | gy Sy
2021 the yoar 2021 :
{Rupaes in '000)
Plant & Machinery 249,123 - 245257 175,050 35,566 207,075 38,182
(3,866) (3,541)
(28,499 28,011)
Total 488,342 - 454 984 318,554 72,807 350,800 95,075
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Annexure ‘I’ as referred to in notes 2.1 and 11.7 of the Bank’s

Consolidated Financial Statements

2020
Cost Accumulated Deprecration
s Book Valus as
Asatlanuary | Additions/ |Asat December| AsatJanuary A.dt!.lslmgenl for |5 & December at Decembar
01, 2020 {deletians) 31,2020 01, 2020 31,2020 31, 2020
thi year
(Rupees in 000)
Plant & Machinary 255,075 - 240123 137 966 42 TE0 175,060 74073
{5,952} {5,676)
Vehigles 2T |z 238218 139,262 42 532 144,504 4.5
{38,583} [37.610)
Total 532887 - 488,342 17248 85,502 319,554 168,788
{44 545) 13,286
Future ljarah payments raceivable
2 200
Later than 1 Later than 1
NS | pewrtioss (Omrtveyears | Tow Mo g | Overfmgen | To
B than5years ? 5 jours
{Rupees in "000)
ljarah rental receivables 71,589 54,398 125,987 85,318 91,280 176,608
2021 2020
Note ———{Rupees in '000)——
22  Murabaha
Murabaha fimantcing 2.2.1 903,901 3,464,401
Advances for Murabaha 1,285,000 1,199,500
2,188,901 4,663,901
2.21 Murabaha recalvable - gross 222 982,249 3.679.825
Less: Deferred murabaha incomea 224 25,980 47,308
Less: Profit recelvable shown in other assets 52,368 118,118
Murabaha financings 803,801 4.464.40
2.2.2 The movemeant in Murabaha financing during the year is as follows:
Opening balance 3,629,825 1.835,295
Sales during the year 7,905,588 10,600,101
Adjusted during the year 10,653,164 B,B05,571
Closing balance 982,249 3,629,825
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Annexure ‘II’ as referred to in notes 2.1 and 11.7 of the Bank’s

Consolidated Financial Statements

2021 2020
————={Rupees in '000)———-—

223 MNurabaha sale price 7.805,588 10,600,101
Murabaha purchase price 7,739,500 9,901,022
166,088 699.079
224 Deferred murabaha income
Opening balance 47,306 71,106
Arising during the yesar 184,383 287.727
Less; Recognised during the year (205,704) 311.526)
Closing balance 25,980 47,306
a  Deposits 2021 | 2020 |
In Local In Foreign In Local In Foreign
Currency currencies ot Currency currencies o
(Rupeas in '000}
Customers
Current deposits 21,520,192 264,535 21,784,727 26,363,269 LRRIAL 26,474,979
Savings deposits 42,730,234 . 42,730,234 33,051,442 - 33,051 442
Term deposits 8,148,745 - B,148,745 10,129,005 10,128,005
72,399,171 264,535 72,663,706 69,543,716 111,710 69,655,426
Financial Institufions
Current gaposits 700,103 - 700,103 778,039 778,039
Savings depasils 6,064,983 - 6,064,983 3.633.7597 - 3,633,797
Term deposits 5420728 - 5,420,728 1.201.,000 - 1.201,000
12,185,814 - 12,185,814 5,612 836 - 5,612,836
584,885 284,535 84,849,520 75,156,552 111,710 75,268,262
2021 2020

3.1 Composition of deposits
- Individuals
- Government / Public Seclor Entities
- Banking Companias
- Nen-Banking Financial Institutions
- Private Sector

———-{Rupees in '000) ———————

41,007,219 36,485,609
21,697,188 23,406,681
6,873,275 2,698,853
5,312,539 2,813,883
9,958,258 9,763,236
84,848,520 75,268,262

3.2 This includes deposits eligible to be covered under insurance armangements amounting to Rs. 43,701 million {2020; Rs.

39,137 million).
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Annexure ‘I’ as referred to in notes 2.1 and 11.7 of the Bank’s
Consolidated Financial Statements

2021 2020

—————{Rupees in '000) ———
4 Charity Fund

Opening Balance 621 10,911
Additions during the period
Racetved from customers on account of delayed paymant 79 710
Profit an charity saving account 14 -
74 11,621
Payments / utilization during the period
Education - 1,500
Health 650 9,500
Others 650 11,000
Closing Balance 64 621
Charity amount exceeding Rs. 0.5 million paid to the following organizations.
The Indus Hospital = 3.000
The Prime Ministar's Covid-19 Pandemic Relief Fund -2020 = 5,000
Shaukat Khanum Memonal Trust = 1.000
Institute of Business Administration (IBA) = 1.500
- 10,500
5 Islamic Banking Business Unappropriated / Unremitted Profit
Opening Balance 2,108,388 2.039,140
Add: Istamic Banking profit for the year 1,502,668 2,108,388
Less: Transferred / Remitted to Head Office (2,108,388) (2,028,140)
Closing Balance 1,502,668 2,108,388
] Profit / Return Earned of Financing, Investments and Placement
Profit earred on:
Financing 3,157,329 3,991.54
Investmants 2819221 2,714,544
Placements 560 30.245
Others (Bal Muajjal) 1,235,385 1,258,664

?ﬁ 5495 7,994,894
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Annexure ‘I’ as referred to in notes 2.1 and 11.7 of the Bank’s
Consolidated Financial Statements
2021 2020

—————{Rupees in '000) ———
i Profit on Deposits and other Dues Expensed

Dieposits and othér accounts 2,520,353 2 956,846
Amortisation of lease liability against - ROUA 82,908 89.738
Others (General Account) 577,588 409,849

3,180,849 3,456,533

8 Pool Management
NEP-AIBG has managed following pools for profit and loss distribution.
a) General depositor pool

The General pool consists of all other remunerative deposits. NBP Altermaad (the Mudarib) accepts deposits on the
basis of Mudaraba from depaositors (Rab ul Maal), The net return on the pool Is arrived at after deduction of direct
costs from the gross return earned on the pool. The entire net return after paying equity share to Mudarib is
considerad as distributable profit of the pool.

b) Special depositor pools (Total 78 during the year and 44 as at December 31, 2021)

Special pool{s) are created where the customers desire to invest in high yield assets. These pooi(s) rates are higher
than the general pool depending on the assets: In case of loss in special pool, the loss will be borne by the spacial
pool members. The net return on the pool is amved at after deduction of direct costs from the gross return earmed
on the pool. From the net return, and after allocation of share of profit to commingied equity, profit is pad to the
Mudarib in the ratio of the Mudarib's equity in the pool to the total pool. The balance represents the distributable
profit.

[} Equity pocl

Equity pools include AIBG's fund and current account deposits. The equity pool may have constructive liguidation
every month and risk associated with asssts of pool includes operational, market, eguity, returm and Shanah.

Key features and risk & reward characteristics

Deposits are accepled from customers on the basis of Qard (current accounts) and Mudarabah (Saving and term
deposits), No profit ar loss is passed oh to current account depesitars.

For deposits accepted on Mudarabah basis from depositors (Rab-ul-Maal) the Bank acts as Manager (Mudarlb) and
invests the funds in the Sharlah Compliant modes of financings. Rab ul Maal share is distributed among depositors
according o weightages declared for a month before start of the period.

In case of loss in & podl dunng the profit calculation period, the loss is distributed among the depositors (remunerative)
according to their ratio of investment,

For all pools, the Mudarib’s share is deducted from the distributable profit to calculate the profit to be allocated 1o
depositors. The allocation of the profit to various deposit categories Is determined by the amount invested in that category
ralative to the total pool, as well as by the welghlage assigned to the various deposil categories.

The assets, liabilities, equities, income and expenses are segregated for each of the pool Mo pool investment is
intermingled with each other. The risk associated with each pool is thus equally distributed among the pools.
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Annexure ‘I’ as referred to in notes 2.1 and 11.7 of the Bank’s
Consolidated Financial Statements

Avenues /fsectors of economy / business where Modaraba based deposits have been deployed.

2021 2020

Sector ———— {Perzentage)

Fertilizer 1.12% 1.54%
Textile 4.60% 3.21%
Fuel & snergy 40.71% A8.019%
Leasing/Modarbas 0.34% 0.21%
Sugar 7.84% 6.51%
Cement 7.43% 8.00%
Gas 0.91% 1.58%
Financial 1.59% 2.00%
Federal Government 24.81% 18.68%
Feal Estate 2.98% 2.20%
Agricufture 0.34% 0.00%
Others 7.43% 6.06%
Total 100.00% 100.00%

Parameters for profit allocation and charging expenses

Profit of the poals has been distibuted between Mudarib and Rab-ul-Mall by using preagread profit shanng ratios, The
share of Rab-ul-Mall's profit has been distributed among different customers using the various weightages assigned to the
different categories of the pool.

Mo provisien against any non performing asset of the pool is passad on to the pool except on the actual less / write off of
such non performing asset, Administrative expense are barne by mudarib and not chamed to Mudaraba poal,

31-Dec-21

Mudarit Share {Rupees in '000)
Gross Distributable Income 4,749,885
Mudarib (Bank) share of profit before Hiba 1,899,055
Mudarity Share in percentage A40%
Hiba from Mudarib Share

Mudarib (Bank) share of profit before Hiba 1,899,055
Hiba from bank's share to depasitors 230,882
Hiba from bank's share to depositors in percentage 12%
Profit rates

During the year ended December 31, 2021 the average profit rate earmed by NBP Islamic Banking Group |s 8.98% and the
profit rate distributed to the depositors is 4,93%.
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as at December 31, 2021

Categories of Shareholders Shareholders Shares Held Percentage
Government Holding

M/S, FEDERAL GOVERNMENT OF PAKISTAN 1 6,238,919 0.29
M/S. PAKISTAN ATOMIC ENERGY COMMISSION 1 Brad24 0,03
FINANCE DIVISION, MINISTRY OF FINANCE, GOVT. OF PAKISTAN 1 1,656,788 0.08
State Bank of Pakistan

M/S. STATE BANK OF PAKISTAN 1 1598845728 7520
Directors and their spouse(s) and minor children

FARID MALIK 1 1.000 0,00
Associated Companies, undertakings and related parties 2 70,949 0.00
NIT and ICP 1 43,078 o.p2
Banks Development Financial Institutions, Non-Banking Financial Institutions 11 30,703,644 144
Insurance Companies T 85,293,641 40
Modarabas and Mutual Funds 8 12178942 D57
General Public

a Local 10,543 149,858,370 7.04
b. Foreign 75 4,607,990 022
Foreign Companies 30 133,719,267 6.29
Others 186 102,194,286 4.80
Totals 10,848 2,127,513,026 100.00
NM/S, STATE BANK OF PAKISTAN 1,598 845,728 7520
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NATIONAL BANK OF PAKISTAN
Annual General Meeting

Form of Proxy
Falio MNa. or GOC participant identity no.
COC A/ Mo,
"We
_of
being a memben(s) of the National Bank of Pakistan, holding shares no.
hereby appaoint of
gizo @ member of the National Bank of Pakistan (Folio No, ) o taliing him/her
of also a member of National Bank of Pakistan (Folio No. Jas myfour Proxy to attend the 73rd Annual General

Meeting of National Bank of Pakistan, to be haid at 10:00 am. (PST) on Wednesday, March 30, 2022, at Mivenpick Hotel, Club Road,
Karachi or through electronic means and at any adjpurmnment fhereaf.

Prowxy's emall address {for attending mesting through electronic means);

and maobile numbser
Signed this day of March, 2022
Witnesses:
Affix Revenue Stamp
MName: of Hundred Rupees.
Address;
CNIC Mo,
Mame; Signature
Address; (Signature should agres with the
CNIC N specimen signalure registanad

with fhe Bank)

Attending Meoting through Prosies:

1

Al e, entitied 1o atted tnd vole ot the Armusl Genans Mesting, and entitisd 10 appomt anofier rmembde & witing as Bhee proey (oattend @nd vests on thee
bashalf. A legal enlity, Desng o membar, may RpECInt any pecson, regardiess of whather Dy 508 membae or not, asa proy.

T prcocy’ instoumiesT must b compiete n all eEspects and in e 1o De effective shoukd B csponted ot Office of the Begatrar or Office of the: Secretany Boand, 2nd
fioor, NBP Head Office, 1. | Ghundnigar Fgad, Karsch, not Lier than 48 holrs bafors the time of hoiding the mesting

For attending the mestmg through electronc means Zoomt, a proxy form shall be submitted afong with the grosy holdam” emal addness and mobile namiber

It amy rosmiber appoints more Than one prosy for any masting snd mone than one strumient, of the proxy, i deposted with the Reguatrar or the Banks o such
watruments af proxy sl be rendered invasd

The shareholders will further have to follow the following guidefines for appolnting proxies:

]

Iy thie cme of indrvichunals, the acoouet holdes or aub-acecunt hisides Bnoor the person whoss sscurites 578 in QroLp Socoune and tesr regisration dhstids mme upkastded
i P thie refutations sfall subsmt the prosty form s por the sequiremeants mentionsed bokow:

g The proxy form shall be witressed by tw persons whoss names. adtresses. dnd GNIC numiben: shall be maenlicosed on the for.
Bl Anafested copy af CNIC o thee Passport of the beneficial ovmers and the prosy shall be fumished with the prosy farm,
It csase of Goverriimeant of PaikistariState Baris of Pakistan/ corporale entity, the ordginal o duly authenticated Board of Dlectors” resalution or powe of athormry wih

apacirmen dignatures of the norminee shall be subimittad gong with proey faern 4o Messes. COC Bhare Ragistror Sendces Limited of 1o the Office &f the Seceatary Boamsd,
2ndd fioor, NBR head Office, |, |. Chundngar Road, Kamchi.
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