
MCB ISLAMIC BANK LIMITED
STATEMENT OF FINANCIAL POSITION

AS AT DECEMBER 3I, 2024

ASSETS

Cash and balances with treasury banks

Balances with other banks

Due from Ilnancial institutions

lnvestments - net

lslamic frnancing and related assets - nel

Property and equipment

Right-of-use of assets

lntangible assets

Deferred tax assets

Other assets

LIABILITIES

Bills payable

Due to financial institutions

Deposits and other accounls

Lease liabilities

Liabilities against assets subject to ,inance lease

Sub-ordinated debts

Oeferred tax liabilities

Other liabilities

NET ASSETS

REPRESENTED BY

Share capital

Reserves

Surplus on revaluation of assets-net

Accumulated profil

CONTINGENCIES AND COMMITMENTS

The annexed noles 1 to 47 form an integral part of these financial statements

"t1 t-

Note 2024 2023
Rupees in thousands

6

7

8

9

10

11

1)

13

14

15

18,114,51'1

962,093

2,000,000

146.596,201
'119,353,143

5,'191,117

2,355,8'18

1,044,088
30,797

'I 1,695,860

19,529,055

2.803.425
2,500,000

132,544,302

89,347,415

3,755,402
2,O27,79'l

532,846

13,959,469

17

18

19

20

307.343.628 266,999,70s

1 1,594,493

48,422,293

209,108,581

3,0't8,262

9,253,993

2,17 5,473
25,813,546

204,460,158

2,636,096

445,291

9,432,889

25,946,006 22,036,252

14

21

281,397,622 244,963,453

25,946,006 22,036,252

22

24

15,550,000

2,276,220
1,517,729

6,602,057
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15,550,000

1,428,486
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MCB ISLAMIC BANK LIMITED
STATEMENT OF PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDEO DECEMBER 31, 2024

Profit / return earned
Prorit / return expensed
Net Profit / return

OTHER INCOME

Fee and commission income
Dividend income

Foreign exchange income
Gain on securities - nel
Other income
Totalother income

Total income

OTHER EXPENSES

Operaiing expenses
Workers welfare fund

Olher charges

Totel other expenses

Profil before credit loss allowance
Credit loss allowance and write offs - net

PROFIT BEFORE TAXATION

Taxation

PROFIT AFTER TAXATION

Basic and diluted earnings per share

Note

26

27

31

34

9,65'1,322

542,989

2024 2023
Rupees in thousands

45,874,654

27,9U,135
35,942,266

18,758,603
17,940,519 17,183,663

28

20

30

955.789

4'18,991

304,582

290,716

741,288

13,451

735,118
'17,656

229,820
1,970,078 1,737,333

19,910,597 18,920,996

10,064,465

1 91 ,519
3,291

7,390,269

217 ,510
41 ,67232

33

10,259,275 7,649,451

11,271,545

704,007

9.108.333 10,567,538

4.869,661 5,414,203

4 ____ 5, l!9, 335

Rupees

2.726 3.3'r 4

The annexed noles 1 to 47 form an integral part of these tinancial statementsorly
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MCB ISLAMIC BANK LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOF. THE YEAR ENDED DECEMBERSl,2024

Profit after taxation for the year

Other comprehensive income

Items that may be reclassified to

profit and loss account in subsequent periods:

Movement in surplus on revaluation of debt investments through FVTOCI - net of tax

Items that will not be reclassified to

profit and loss account in subsequent periods:

Movement in deficit on revaluation of property and equipment - net of lax

Total comprehensive income

2024 2023

Rupees in thousands

4,238,672 5,153,335

587,666 548.019

(5,861) (1 1,984)

4,820,477 5,689,370

The annexed notes 1 to 47 form an integral part of these financial statements.,4Y
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MCB ISLAMIC BANK LIMITEO
STATEMENT OF CHANGES IN EOUITY
FOR THE YEAR ENOEO OECEMBER 31.2024

Transfer fiom surplus on aevaluation of fixed

assets to unappropdaled proft in respecl

ol disposals - net of tax

lnvoatmentr Flred
Aa!ott

Rupoes ln thou3and3

Surplus , {deflclt) on
rovaluatlon otSharo

Capital

Acc!mulated
(Loss)/ ProIit

Total

Balance as at January 01, 2023

Profit afler taxation tor the year ended

Dec€mber 31. 2023

Other comprehensive (loss) / income - net oftax

Transter io statutory reserve

15.550,000 397.E19 (79.928) 480,758 (1.767) 16,3,16,882

5.153.335 5,153,335

s36,035548,019 (11.984)

5,153.335

(1.030,667)

Transfer f,om suDlus on revaluation of fixed

assets to unapproprialed profil in respect

of inqemenlal depreciation - net of tax

Transactions with owno.s, recodod
dirgctly ln equity

5,689,370

1.030,667

12.221) 2.221

15,550,000 1.428.486 ,68.091 ,166.5s3 4.123122 22,036.252

(91,r,094) (910.723)

15,550,000 1,428,a86 171,162 466,553 3,209.028 21,125,529

587,666 (5.861) 1.820.177

lssue of share capilal

Balanco as at Decembet 31,2023

lmpact ot adopting IFRS-g

Expecled Credit Loss - net of tax

Restated Balanco unde. IFRS I as at oscambor 31, 2023

Profit after taxation for the year ended

December 31. 2024

Other comprehensive income / (loss) - net oftax

Traosfer to statutory reserve

Transfer from surplus on revaluation of fixed

assets to unappropriated profit in respecl

of incremental depreciation - net oftax

Balanco as at Oecembet 3'l,2021

4.238.672 1,238,672

581,805587,666 (5.861)

4.238.672

/.817 .731)847,734

(2,091) 2,091

15,5s0,000 2,276,220 1,059,128 45E,601 6,602,057 25,946,006

0
Chief Financia Officer
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The annexed noles 1 to 47lorm an integral part ofthese financial statements.
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MCB ISLAMIC BANK LIMITED
CASH FLOW STATEMENT
FOR THE YEAR ENDED DECEMBER 31,2024

Note 2024 2023
Rupees in thousands

CASH FLOW FROM OPERATING ACTIVITIES
Profit before taxation
Less: Dividend income

650,122
631,479
370,U7
178,573
373,045
542,989
156,882
(22,863)
(7,804)
(9.762)
4,'181
8,867

(317.630)

500,000
(30,917.162)

230.085

9,108.333 10,567,538

13,45'l
9,108,333 10,554,087

466,176
527,299
552,153
187,463

309,332
704,007
27,819
(1,112)
(6,319)

(21,391)
(4,181)

(13,475)
2.558,126 2 727 77'l

11,666,459 13,281,858

AdiuBtments
Depreciation on fixed assets
Depreciation on right-of-use assets
Depreciation on ijarah assets under IFAS 2

Amortisation
Unwinding of lease Iiability against right-of-use assets
Creclit loss allowances and write otfs - net

Unrealized loss on foMard foreign exchange contracts - net
Gain on sale ot fixed assets - net
Gain on termination of lease liability against right-of-use asset
Gain on conversion of ljarah agreements
Unrealised loss / (gain) on revaluation of FVTPL securities
Unrealised loss on revaluation o, FWPL securities
Gain on sale of securities - net

(lncrease),1 decrease in operating assets
Due from financial anstitutions

lslamic financing and related assets
Other assets (excluding advance taxation)

lncrease / (decrease) in operating liabilities
Bills payable
Due to financial institutions
Deposits and other accounts
Other liabilities (excluding current taxation)

lncome tax paid

Net cash generated from operating activities

CASH FLOW FROM INVESTING ACTIVITIES
Net divestments / (investment) in securities classified as FVTPL
Net rnvestments in securities classifled as FVTOCI
Net drvestments / (investments) in amortised cost securities
Dividend received
lnvestments in property and equipment
Disposal of property and equipment
lnvestments in intangible assets
Net cash used in investing activities

CASH FLOW FROM FINANCING ACTIVITIES
Proceeds from issue of share capital

Payment of lease liability against right-of-use asset
Net cash used in financing activities
lncrease in cash and cash equivalents during the year

Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year

The annexed notes I to 47 form an integral part of these financial stat€ments
11r

(942,581) 761,903
(3,2ss,876)

22,332.480

7.187 ,922

15,144,558
36 ___l_9p29891_ ___.4&@_

11 .2

12
'10.4.1

13 I

9,419,020
22,608,747
4,648,423

482.547

(1,562,009)
'11,142,787

50.458.698
1,048,406

(30.187,077) (1,197,216)

558 737 61,087,882

3,670,000
(280,47s)

(4,586,741)

7 3.172,524
(5,060,151

19,038,'119
(6,139,998)

12.898.121 68,112,373

1.326.619
(21.789.448]

8,004,203

(2,095,501)

32,526
(689,815)

(942,581)

(15,211,416) (60,162,548)

(1,996,619)
(37,778,77O)

(19,024,550)
13.451

(1,2U,271\
1.766

(143,555)

(761,903)
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't.1

1.2

1.3

1.4

MCB ISLAMIC BANK LIMITED
NOTES TO AND FORMING PART OF THESE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2024

1 STATUS AND NATURE OF BUSINESS

MCB lslamic Bank Limited (lhe Bank) was incorporated in Pakistan as an unlisted public limited company on [.4ay 15,2014
under the Companies Ordinance, 1984 (repealed after the enactment of the Companies Act, 2017) to carry out the
business of an lslamic Commercial Bank in accordance and in conformity with the principles of lslamic Shari'ah and in

accordance with regulations and guidelines of the State Bank of Pakistan. The Securitaes and Exchange Commission of
Pakistan granled "Certificate of Commencemenl of Business" to the Bank on January 30, 2015. The Bank is a wholly
owned subsidiary of MCB Bank Limited (MCB).

The State Bank of Pakistan (SBP) granted a "Cerlificate of Commencement of Banking Business" to the Bank on
September 14, 2015 under Section 27 of lhe Banking Companies Ordinance, 1962. The Bank formally commenced
operations as a Scheduled lslamic Commercial Bank with efiect from October 15, 2015 upon receiving notillcation in this
regard from SBP under section 37 of the State Bank of Pakistan Act, 1956. Currently, the Bank is engaged in corporate,
commercial, consumer, micro finance, investment and retail banking activities.

The Bank is operating through 303 branches including two sub branches in Pakistan as at December 31, 2024 (December
31 ,2023: 226 btanches including two sub branches in Pakistan). The Registered Office of the Bank is situated at 59 Block
T, Phase ll, DHA, Lahore Cantt and Principal Office is situated at 14-A l ain Jail Road, Gulberg, Lahore.

Pakistan Credit Rating Agency (PACRA) has upgraded our the Bank's medium to long-term rating from "A" to'A+" and
maintained the short-term rating as "A-1" with stable outlook.

1.5 The Board of Directors in their meeting held on April 24, 2024 had approved the Scheme of Compromises, Anangements
and Reconstruction (the "Scheme") between the Bank and MCB Bank Ltd. ([,lCB). The Scheme envisages transfer of
banking business of thirly nine (39) branches of N,ICB subject to the approval of lhe shareholders of the banks and
sanction by the Honourable Lahore High Courl, where the assets, rights, liabilities, operations, systems, staff, assets of
back oftice functions and obligations of MCB relating to the banking business of these branches will be transferred and
vested in the Bank. The banking business of these branches will also stand converted into lslamic banking business on the
effective date pursuant lo lhe compliance of applicable regulatory permissions.

The carrying amount of assets and liabilities aquired are as follows

Assets Rupees in thousands

Cash in hand

Property and equipment

Other assets

Liabilities

Bills payable

Deposits and other accounts

Other liabilities

323,834

148,365

1 ,509

473,708

117,601

5,432.428

2,&3

5,552,672

Net liabilities transferred from MCB Bank

'r1Y
(5,078,964)

Both the banks filed a petition before the Honourable Lahore High Court for sanction of, and for other orders facilitating
implementation of the Scheme under Section 279 lo 283 and 285 read with other enabling provisions of the Companies
Act, 2017. The shareholders approved the Scheme in the Extra Ordinary General Meeting (EOGM) held on July 06,2024.
The Honourable Lahore High Courl has sanctioned the Scheme on October 03, 2024. fhe business of these 39 branches
have been transferred from MCB with effect from the Eftective date i.e. close ofthe business on November 15. 2024.



BASIS OF PRESENTATION

The Bank provides lslamic financing and related assets mainly through Shari'ah compliant flnancing products mainly
through lvlurabaha, lstisna, Salam, ljarah, Diminishing l\4usharaka and Running Musharaka. The Bank also provides
refinance facilities under various refinance schemes of the State Bank of Pakistan including lslamic Export Refinance
Scheme.

2.2 The purchases and sales arising under these arrangements are not reflected in these financial statements as such but are
restricted to the amount of facility actually utilised and the appropriate portion of profit thereon. The income on such lslamic
,inancing is recognised in accordance with the principles of lslamic Shari'ah and in accordance with regulations and
guidelines of the State Bank of Pakistan. However, income, if any, received which does not comply with the principles of
lslamic Shari'ah is recognised as charity payable if so directed by the Shari'ah Board of the Bank.

2.3 Adoption of new forms for the preparation of annual financial statements

The SBP, vide its BPRD Circular No. 02 dated February 09, 2023, issued the revised forms for the preparation of the
annual financial statements of the Banks. The implementation of the revised forms has resulted in certain changes to the
presentation and disclosures of various elements of the annual financial statements. Right of use assets and
corresponding lease liability are now presented separately on the face of the Statement of financial position. Previously,
these were presented under property and equipment (earlier titled as fixed assets) and other liabilities respectively. There
is no impact of this change on the annual financial statements in terms of recognition and measurement of assets and
liabilities.

3 STATEMENT OF COMPLIANCE

3.1 These financial statements have been prepared in accordance with the accounting and reporting standards as applicable
in Pakistan. The accounting and reporting standards as appticable in pakistan comprise of:

lnternational Financial Reporting Standards (lFRSs) issued by the lnternational Accounting Standards Board (IASB) as
are notified under the Companies Act, 20'17;

lslamic Financial Accounting Standards (IFAS) issued by the lnstitute of Chartered Accountants of pakislan as are
notified under the Companies Act, 20'17;

Provisions of and darectives issued under the Banking Companies Ordinance, 1962 and the Companies Acl, 2Oj7; and

Directives issued by the State Bank of Pakistan (SBP) and the Securities and Exchange Commission of pakistan
(sEcP).

Whenever the requirements of the Banking Companies Ordinance, 1962, Companies Act, 2017 or the directives issued by
the SBP and the SECP differ with the requirements of IFRS or IFAS, requirements of the Banking Companies Ordinance,
1962, the Companies Act, 2017 and the said directives shall prevait.

The State Bank of Pakistan has deferred the applicability of International Accounting Standards 40, 'tnvestment property,
for Banking Companies through BSD Circular No. 1O daled August 26,2OO2 and lnternational Accounting Standard 39
'Financial lnstruments: Recognition and Measurement' (lAS 39) through BSD Circutar Letter No. 10, dated August 26,
2002. The Securities and Exchange Commission of Pakistan (SECP) has deferred appticability of IFRS-7 "Financial
lnstruments: Disclosures" on banks through S.R.O 411(1) /2008 dated April 28, 2008. Accordingly, the requirements of
these standards have not been considered in the preparation of these financial statements. However, investments have
been classified and valued in accordance with the requirements prescribed by the State Bank of pakistan through various
circulars.

Standards, interpretations and amendments to published approved accounting standards that are effective in the
current year

There are certain new and amended standards, issued by lnternational Accounting Standards Board (IASB),
interpretations and amendments that are mandatory for the Bank's accounting periods beginning on or after January 1,
2024 bul are considered not to be relevant or do not have any material effect on the Bank's operations and therefore are
not detailed in these financial statements except for IFRS I 'Financial lnstruments', the impact of which is disctosed under
note 5.2.*1r

2.1



3.3 Standards, interpretations and amendments to published approved accounting standards that are not yet effective

The following other standards, amendments and interpretations of approved accounting standards are effective for
accounting periods beginning on or after January '1, 2024:

BASIS OF MEASUREMENT

January 1, 2025

January 'l, 2026

January 1,2027

4

4.1 These financial statements have been prepared under the historical cost convention, except that certain classes of fixed
assets are stated at revalued amounts and certain investments, foreign currency balances and commitments in respect of
certain foreign exchange contracts have been marked to market and carried at fair value in accordance with the
requirements of the SBP. ln addition, obligations in respect of lease liabilities are carried at present value and right-of-use
assets which are initially measured at an amount equal to the corresponding lease liability and depreciated over the
respective lease termS.

The Bank has an established control framework with respect to the measurement of fair values. The managemenl
regularly reviews significant observable and unobservable inputs and valuation adjustments. Fair values are categorized
into different levels in a fair value hierarchy based on the inputs used in the valuation techniques. The valuation of financial
assets and financial liabilities are categorized and disclosed in note 40.

4.2 These financial statements are presented in Pakistani Rupees, which is the Bank's functional and presentation currency

5 MATERIAL ACCOUNTING POLICY INFORMATION

The material accounting policies applied in the preparation of these financial statements are consislent with those of the
previous financjal year.

5.1 Critical accounting estimates and judgments

The preparation of flnancial statements in conformity wath the approved accounting standards requires the use of certain
critical accounting estimates. lt also requires the management to exercise its judgment in the process of applying the
Bank's accounting policies. Estimates and judgments are continually evaluated and are based on historical experiences,
including expectations of future events that are believed to be reasonable under the circumstances. Revisions to
accounting estimates are recognized in the period in which the eslimates are revised if the revision affects only that period,
or in the period of revision and future periods if the revision affects both current and future periods. Critical accounting
estimates and judgements applied in application of IFRS g have been disclosed under note 5.2. Other major areas where
various assumptions and estimates are signiflcant to the Bank's financial statements or where judgment was exercised in
the application of accounting policies are as follows:

a) Taxation

ln making the estimates for income taxes currently payable by the Bank, the management considers the current income
tax laws. Judgment is required to determine the amount of deferred tax assets that can be recognized, based upon the
likely timinq and the level of future taxable prolits, together with future tax planning strategies.rr1 y

Effective date (annual
periods beginning on

or after)

Amendments to IAS 21 - Lack of Exchangeability

Amendmenls to IFRS 9 and IFRS 7 - Classification and Measurement of Financial lnstruments

IFRS 18 - Presentalion and Disclosure in Financial Statements

Measurement of fair values



b) Depreciation, amortization and revaluation of fixed assets

ln making estimales of the depreciation / amortization 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 is changed to reflect lhe changed pattern. Such change is accounted for as change in
accounting estimates in accordance with lnternational Accounting Standard (lAS) I 'Accounting Policies, Changes in
Accounting Estimates and Errors". Further, the Bank estimates the revalued amount of land and buildings on a regular
basis. The estimates are based on valuations carried out by independent professional valuers under the market conditions.

c) Lease term

The Bank applies judgment lo determine the lease term for some lease contracts in which it is a lessee that include
renewal options. The assessment of whether the Bank is reasonably certain to exercise such options impacts the lease
term, which significantly affects the amount of lease liabilities and right.of-use assets recognised.

The accounling policies adopted in the preparation of these linancial statements are consislent with those of the previous
tinancialyear.

5.2 |FRS9.'Financiallnstruments'

As per the SBP BPRD Circular Letter No. 07 dated April 13,2023, IFRS 9'Financial lnstrumenls'is applicable on banks
with effect from January 01, 2024. The standard addresses recognition, classification, measurement and derecognition of
financial assets and financial liabilities. The standard also introduces a new impairment model for flnancial assets which
requires recognltion of impairment charge based on a forward looking 'Expected Credit Losses' (ECL) approach rather
than the 'incurred credit losses' approach as previously followed. The ECL approach has an impact on all assels of the
Bank which are exposed to credit risk.

The Slate Bank of Pakistan (SBP), through BPRD Circular Letter No. '16 dated July 19, 2024 and BPRD Circular Letter No.
01 dated January 22,2025, ias introduced amendments and provided clarifications on the implementation timelines of
IFRS I to address induslry concerns and ensure compliance. These circulars offer guidance on the measuremenl of
unquoted equity securities, modification accounting and the maintenance of general provisions beyond Expecled Credit
Losses (ECL).

ln accordance with the directives outlined in the aforementioned circulars, the Bank has incorporated the prescribed
treatment in these flnancial statements. Furthermore, SBP has permitied lslamic Banking lnstitutions (lBls) to continue
applying lslamic Financial Accounting Standards (IFAS) 'l and 2 for revenue recognition where applicable, while
maintaining the existing accounting methodology for other lslamic producls untilfurther instruclions are issued. Had IFRS 9
been fully adopted, the financial impact on the Bank would have amounted to Rs. 496 million.

lncome on performing loans and debt securities is recognized on a time proportion basis or using the effective interest rate
(ElR) method, in accordance with conlractual terms and as permitted by SBP. However, through letter No.
BPRD/RPD/822456125 dated January 22, 2025, SBP has granted specific approval to the Bank for a deferred
implementation of the EIR methodology.

ln preparation of these financial statements, the Bank has applied requirements of IFRS 9 and instructions issued by SBP,
through various circulars, from the date of initial application of January 0'1, 2024 wilh a modified retrospective approach for
restatement. As permitted by the transitional provisions of IFRS 9, the Bank has not restated comparative flgures. Any
adjustments to the carrying amounts of flnancial assets and liabilities at the date of transition were recognized in the
opening retained earnings and other reserves at the beginning of the current year without restating the comparative
figures.

5,2.1 Classification

Financial Assets

Under IFRS 9, exisling categories of financial assets: Held for trading (HFT), Available for sale (AFS). Held to maturity
(HTN,l) and loans and receivables have been replaced by:

- Financial assets at fair value through proflt or loss account (FWPL)
- Financial assets at fair value through other comprehensive income (FVOCI)
- Financial assets at amortised cost

Financial Liabilities

Under IFRS 9, the accounting for financial liabilities remains largely the same as before adoption of IFRS I and thus
financial liabilities are being carried at amortised cost except for derivatives which are being measured at FVTPL./r1v



5.2.2 Business model assessment

The Bank determines its business model at the level that best reflects how it manages groups of financial assets to
achieve its business objective.

The Bank's business model is not assessed on an instrumenlby-inslrument basis. bul at a higher level of aggregaled
portfolios and is based on observable factors such as:

The objectives for the portfolio, in particular, whether the management's slrategy focuses on earning contractual
revenue, maintaining a particular yield profile, matching the duration of the financial assets to the duration of the
liabilities that are funding those assets or realising cash flows lhrough the sale of the assets:

How the performance of the business model and the linancial assets held within that business model are evaluated
and reported to the Bank's key management personnel;

The risks that affect the performance of the business model (and the financial assets held within that business model)
and, in particular, the way those risks are managed; and

The expected frequency, value and timing of sale are also important aspects of the Bank's assessment. However,
information about sales activity is not considered in isolation, but as part of an overall assessment of how the Bank's
stated objective for managing the Ilnancial assets is achieved and how cash flows are realised.

The business model assessment is based on reasonably expected scenarios without taking'worsl case'or'stress case'
scenarios inlo account.

Eventually, the financial assets fall under either of the following three business models

i) Hold to Collecl (HTC) business model: Holding assets in order to collect contractual cash flows
ii) Hold to Collect and Sell (HTC&S) business model: Collecting contractual cash flows and selling financial assets
iii) Other business models: Resulting in classillcation of financial assets as FWPL

5.2.3 Assessments whether contractual cash flows are solely payments of principal and profit (SPPI)

As a second step of its classilication process, the Bank assesses lhe contractual terms of financial assets to identiry
whether they meet the SPPI test. 'Principal' for the purpose of this tesl ls defined as the fair value of the financial asset at
initial recognition and may change over the life of the financial asset (for example, if there are repayments of principal or
amortisation of the premium / discount). The most signilicanl elemenls of profit within a financing arrangement are typically
the consideration for the time value of money and credit risk. To make the SPPI assessment, lhe Bank applies judgment
and considers relevant faclors such as, but not limited to, the currency in which the tinancial asset is denominated. and the
period for which the profit rate is set. Where the contractual terms introduce exposure to risk or volatility that are
inconsistent wilh basic lending arrangement, the related financial assel is classified and measured at FWPL.

5.2.4 Application to the Bank's financial assets

Debt based financial assets

Debt based financial assets held by the Bank include: advances, lending to financial inslitutions, investment in federal
government securities, corporate bonds and other private sukuks, cash and balances with treasury banks, balances with
other banks, and other tlnancial assets.

the asset are held within a business model whose objective is achieved by both collecting contractual cash flows and
selling financial assets; and

the contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of
principal and inlerest / profit on the principal amount outstanding.

b) Debt based financial assets are measured at FVOCI only if these meet both of the following conditions and are not
designated as FVTPL:

the asset are held within a business model whose objective is achieved by both collecting contraclual cash flows and
selling Ilnancial assels; and

the contractual terms of lhe ,inancial asset give rise on specified dates to cash flows lhat are solely payments of
principal and inlerest / profit on the principal amount outstanding.

f,rr

a) These are measured at amortised cost if they meet both ofthe following condilions and are not designated as FVTPL:



c) Debt based financial assels ifthese are held for lrading purposes are classifled as measured at FVTPL

ln addition, on initial recognition, the Bank may irrevocably designate a financial assel that otherwise meets the requirements to be measured at
amortised cost or at FVOCI as at FWPL ifdoing so eliminates or significantly reduces an accounting mismatch that would otheMise arise.

The application of these policies also resulted in classifications and consequent remeasurements of cedain investments in ljarah Sukuk held
under available for sale portfolio as of December 31,2023 lo hold to collect based on the business model assessment. The following table
reconciles their carrying amounts as reported on December 31,2023 to the carrying amounts under IFRS 9 on transition to IFRS 9 on January
o't.2024:

lnvestment type and category

Non Government Secuaities

- ljarah Sukuk - AFS

Financialassets

Cash and balances with treasury banks

Balances with other banks

Due from financial institutions

lnvestments - net

Balances
as of December

31,2023
(Audited)

IFRS 9
Classification

Balances
as of

December
31,2023

Remeasreuments

Balances
as of

January 01,
2024 - before

ECL

770,O00

770,000

Rupees in thousands

770,000FWPL

770,000 770,000

Equity based financial assets

An ,!quity instrument held by the Bank for kading pumoses is classified as measured at FWPL. On initial recognition of an equity investment that
is not held for trading, the Bank may irrevocably elect to present subsequent changes in fair value in OCl. This election is made on an inveslment.
by-investment basis. The Bank has decided to classify Rs. NIL out of its its available for sale equity investment (listed shares) portfotio as of
December 31. 2023 as FWPL

IFRS I has eliminated impairment assessment requirements for investments in equity instruments. Accordingly, the Bank has reclassified
impairment of Rs. NIL on listed equity investmenls and Rs. NIL for unlisted equity investment held as at December 31, 2023 to surplus / deficit on
revaluation of investments through remeasurements.

The measuremenl category and carrying amount of financaal assels in accordance with the accounting and reporting slandards as applicable in
Pakistan before and after adoption of IFRS g as at January 1, 2024 are compared as follows:

Before adoption of IFRS 9.

Measurement
category

Carrying
amount as at
Oecember 31,

2023

After adoption of IFRS I

Measurement category

Carrying
amount as at
Oecember 31,

2023

Rupees in lhousands

Available-forsale

Held{o-maturity

Amorlised cost

Amodised cost

Amortised cost

Fair value through profil or loss

Fair value through profit or loss

Fair value through other

comprehensive income

Amortised cost

19,529,055

2.ao3,425

2,500,000

2,000,800

19,511,127

2,799,400

2,499,999

2,000,800

94,326,572

36,216,930

763,390

93.563,182

36,216,930

Other assets

lslamic finance - net

4Y

13,959,469

89,347,415

14,546,030

85,769,791Loans and receivables

260,683,666

Amortised cost

Amortised cost

257,670,649

770,000

Loans and receivables

Loans and receivables

Loans and receivables

Held-for-trading

Amorlised cosl



5.2.5 lnitial recognition and subsequent measurement

Financial assets and flnancial liabilities are recognised when the entity becomes party to the contractual provisions of the
instrument. Regular way purchases and sales of financial assels are recognised on trade date, the date on which the Bank
purchases or sells the asset. Other linancial assets and liabilities like advances, lending to financial institutions, deposits
etc. are recognised when funds are lransferred to the customers' account or flnancial institutions. However, for cases,
where funds are transferred on deferred payment basis, recognilion is done when underlying asset is purchased.

a) Amortised cost (AC)

Financial assets and financial liabilities under amortised cost category are initially recognised at fair value adjusted for
directly attributable transaction cost. These are subsequently measured at amortised cosi. An expected credit loss
allowance (ECL) is recognised for tinancial assets in the statement of profil and loss accounl. lnterest income / profit /
expense on these assets / liabilities are recognised in the statement of profit and loss account. On derecognition of these
financial assets and liabililies, capital gain / loss will be recognised in lhe statement of profit and loss account.

b) Fair value through other comprehensive income (FVOCt)

Financial assets under FVOCI category are initially recognised at fair value adjusted for direcfly attributable transaction
cost. These assets are subsequently measured at fair value with changes recorded in OCl. An expected credit loss
allowance (ECL) is recognised for debt based financial assets in the statement of protil and loss account. lnterest / profit /
dividend income on these assets are recognised in the statement of proflt and loss accounl. On derecognition of debt
based linancial assets, capital gain / loss will be recognised in the statement of profit and loss account. For equity based
flnancial assets classified as FVOCI, capital gain / loss is transferred from surplus / deficit to unappropriated profit.

c) Fair value through profit or loss (FVTPL)

Financial assets under FVTPL category are initially recognised at fair value. Transaction cost will be direcfly recorded in the
statement ot profit and loss account. These assets are subsequently measured at fair value with changes recorded in the
statement of proflt and loss account. lnterest / dividend income on these assets are recognised in the statement of profil
and loss account. On derecognition of these financial assets, capital gain / loss will be recognised in the statemenl of
profit and loss account. An expected credit loss allowance (ECL) is not recognised for these tinancial assets.

Financial assets

The Bank derecognises a financial asset when

the contractual rights to the c€sh flows from the financial asset expire;

it transfers the rights to receive the contractual cash flows in a transaction in which either

substantially all of the rasks and rewards of ownership of lhe financial asset are transferred: or

the Bank neither transfers nor retains substantially all of the risks and rewards of ownership and it does not retain
control of financial assets

The Bank enters into transactions whereby it transfers assels recognised in its statement of financial position, but retains
either all or substantially all of the risks and rewards of the transferred assets. ln these cases. the transferred assels are
not derecognised.+)r

5.2.6 Derecognitlon



Financial liabilities

The Bank derecognises a financial liability when its contractual obligations are discharged or cancelled, or expired. The
Bank also derecognises a financial liability when its lerms are modified and the cash flows of the modilled liability are
substantially different, in which case a new llnancial liability based on the modilled terms is recognised al fair value.

5.2.7 Modification

The Bank sometimes renegotiates or otheMise modifies the contractual cash flows of financing to its customers. When the
contractual cash flows of a llnancial asset are renegotiated or otheMise modified and the renegotiataon or modification
does not result ln the derecognition of that llnancial asset in accordance w(h IFRS 9, the Bank recalculates the gross
carrying amount of the financial asset to recognise a modification gain or loss in the statement of profit and loss account.
The gross carrying amount of the financial asset is recalculated as the present value of the renegotiated or modified
contractual cash flows that are discounted at the Ilnancial asset's original effective prollt rate (or credit-adjusted etfective
profit rate for purchased or originated credilimpaired financial assets). Any costs or fees incurred adjust the carrying
amount of the modified financial asset and are amortised over the remaining term of the modified flnancial asset.

The Bank assesses on a foMard-looking basis the expected credit losses ('ECL') associated with all advances and other
debt based financial assets not held at FWPL, together with letter of credit, guarantees and unutilised financing
commitments hereinafter referred to as "Financial Instruments". The Bank recognises a credit loss allowance for such
losses at each reporting date. The measurement of ECL reflects:

an unbiased and probability-weighted amount that is determined by evaluating a range of possible outcomes;

the time value of money; and

reasonable and supportable information that is available without undue cost or effort al the reporting date about past
events, current conditions and forecasts of future economic conditions.

The ECL allowance ls based on the credit losses expected to arise over the life of the asset (the lifetime expected credit
loss or LTECL), unless there has been no significant increase in credil risk (SICR) since origination, in which case, the
allowance is based on the 12 months' expected credit loss (12mECL). The l2mECL is the portion of LTECLS that
represent the ECLs that result from default events on a Ilnancial instrument that are possible within the '12 months after the
reporting date. Both LTECLS and '12mECLS are calculated at facility level.

a1v-

On derecognition of a financial liability, the difference between the carrying amount eiinguished and the consideration
paid (including any non-cash assets transferred or liabilities assumed) is recognised in the statement of profit and loss
account.

5.2.4 Expected Credit Loss (ECL)

The Bank has established a policy to perform an assessment, at the end of each reporting period, of whether a financial
instrument's credit risk has increased significantly since initial recognition, by considering the change in the risk of default
occurring over the remaining life of the financial instrument. The Bank uses a number of qualitative and quantitative
measures in assessing SICR. Quantitative measures relate to deterioration of Obligor Risk Ratings (ORR) or where
principal and / or interest payments are 60 days or more past due. Qualitative factors include unavailability of financial
informalion and pending litigations. 'Based on the level of increase in credit risk, the Bank shall calculate 12mECL for
assets which did not have a SICR i.e., stage 1 or a LTECL for the life of the asset (for assets which demonstrated a SICR)
i.e., stage 2.

Based on the above process, the Bank groups its financial instruments into Stage 1, Stage 2 and Stage 3 as described
below:



Stage 1

Stage 2

Stage 3

Guarantee and letter of credit
conlracts

Exposure at default (EAD)

Loss given default (LGD)

When financial instruments are first recognised, the Bank recognises an allowance
based on 12mECLs. Stage 1 financial instruments also include facilities where the
credit risk has improved and these have been reclassified from Stage 2. The 12mECL
is calculated as the portion of LTECLS that represent the ECLS thal result from default
events on a linancial instrument that are possible walhin the j2 months after the
reporting date. The Bank calculates the 12mECL allowance based on the expectation
of a default occurring in the 12 months following the reporting date. These expecled 12-
month default probabilities are applied to a forecast Exposure At Default (EAD) and
multiplied by the expected LGD and discounted by an approximation to the originat
Effective lnterest Rate (ElR). This calculation is made for alt the scenarios

When a tinancial instrument has shown a significant increase in credit risk (SICR) since
origanation, the Bank records an allowance for the LTECLS. Stage 2 atso includes
facilities, where the credit risk has improved and the instrument has been reclassitied
from Stage 3. The mechanics are similar to those explained above, including the use of
multiple scenarios, but PDs are applied over the lifetime of the instrumenl. The
expected cash flows are discounted by an approximation to lhe original EtR.

The calculation of ECLs

The Eank calculates ECLS based on a three probability-weighted scenarios to measure the expected cash flows,
discounted al an approximation to the ElR. The mechanics of the ECL calculations are ou aned below and the key
elements are. as follows:

The Bank estimates ECLS based on the BASEL driven credit conversion factor (CCF)
for guarantee and letter of credit contracts respectively. The calculation is made using a
probability-weighting of the three scenarios. The ECLS related to guarantee and letter
of credil contracts are recognised within other liabilities.

The probability that a counterparty will defautt, calibrated over the j2 months from the
reporting date (slage 1) or over the lifetime of the product (stage 2) and incorporating
foMard looking information.

the expected balance sheet exposure at lhe time of default, incorporating expectations
on drawdowns, amortisation, pre-payments and forward-looking information where
relevant.

The discount rate used to discount the ECLS is based on the effective interest rate that is expected to be charged over the
expected peraod of exposure lo the facilities. ln the absence of computation of the effective interest rate (at reporting date),
the Bank uses an approximataon e.g. contractual rate (at reporting date).

4r1r

Probability of default (PD)

For flnancial instruments considered credit-impaired, the Bank recognises the LTECLs
for these instruments. The Bank uses a PD of 1OO% and LGD as computed for each
portfolio / segment. When a flnancial instrument has shown a signillcant increase in
credit risk (SICR) since origlnation, lhe Bank records an a owance for the LTECLs.

It is an estimale of magnitude of loss sustained on any facility upon default by a
customer. lt is expressed as a percentage of the exposure outstanding on the date of
classilication of an obligor. lt is the difference between conlractual cash flows due and
those that the Bank expects to receive, including any form of collateral.



As per BPRD Circular No. O3 ot 2022 dated July 05, 2022 and BPRD Circular Letter No.16 ot 2024 dated Juty 29, 2024,
ECL of Stage 1 and Stage 2 is calculated as per IFRS 9, while ECL of Stage 3 has been calculated based on higher of
either the Prudential Regulations or IFRS I at borrower / facitity tevel.

Effective interest rate is the rate that exactly discounts estimated future cash payments or receipts through the expected
life of the financial asset or llnancial liabilities to the gross carrying amount of a financial asset or to the am;rtised cost of a
financial liability.

When eslimating the ECLS, the Bank considers three scenarios (a base case, an upside, a downside). Each of these is
associated with different PDs

The Bank's management has only considered cash, liquid securities, and Governmenl of Pakistan guarantees as eligible
collaterals, while calculating EADS.

The credit exposure (in local currency) that have been guaranteed by the Government and Government Securilies are
exempted from the application of ECL calculation.

Oefinition of default

The concept of impairment or default' is critical to the implementation of IFRS 9 as il drives determination of risk
parameters, i.e PD, LGD and EAD. The Bank has defined that an exposure with regards to a particular obligor will be
lreated as having defaulted when either one or both of the fo owing two events have taien place:

lf a customer fails to service mark-up and / or principal within days past due (dpd) criteria as prescribed by SBp from
time to lime:

The Bank considers that the obligor is unlikely to pay its credit obligations to the Bank in full, without recourse by the
Bank lo actions such as realizing security (if held).

Write-offs

The Bank's accounting policy under IFRS I remains the same as il was under SBp regulations / existing reporting
framework.

5.2.9 Adoption impacts

The Bank has adopled IFRS I effective from January 01, 2024 with modified retrospective approach as permitted under
IFRS I The cumulative impact of inilial application of Rs. 910.723 million has been recorded asan adjustment to equity at
the beginning of the current accounting period. The details of the impacts of initial application are tabulated below:q1r
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5-3 Cash and cash equivalents

Cash and cash equivalents include cash and balances with treasury banks and balances with other banks in currenl (net of
overdrawn Nostro balances) and deposit accounts.

5.4 Funds due to / from financial institutions

5.5 lnvestments

lnvestments include Federal Government securities and non_Government securities
investmenls has been detailed in note S.2

Classification and measurement of

5.6

Bai Mu'ajjal

ln Bai l\,lu'ai.ial, the Bank sells sukuk on deferred basis to other financial institutions. The deferred price is agreed at the
time of sale and such proceeds are received at the end of the deferral period. Bai Muajjal with the Federal Govemment is
classified as investment.

Musharaka / Mudaraba / Wakala

ln [rusharaka / Mudaraba / Wakala, the Bank invests in the Shariah compliant business pools of the financial institutions at
the agreed prollt and loss sharing ratio / fees.

Musharaka from the SBP under lslamic Export Refinance Scheme (IERS)

Under IERS, the Bank accepts funds from the SBP under Shirkal-ul-Aqd to constitute a pool for investmenl in Export
Reflnance portfolio of the Bank under the guidelines issued by the SBP. The profit of the pool is shared as per the agreed
profit sharing ratio between the partners.

Mudaraba investment from the SBp under various long term lslamic refinance schemes

Under various long term Islamic refinance schemes of lhe SBP, the Bank accepts funds from the SBp which are received
on Mudaraba basis for investment in general pool of the Bank. The profit of the poot is shared as per the announced protit
sharing ratio of the pool and the weightages assigned to these investments.

5.6.1

lslamic financing and related assets

These are financial products offered by the Bank and are slated net of specific and general provision against non
performing lslamic financing and relaled assets, if any. A brief description of the products are given below:

Murabaha

ln Murabaha transactions, the Bank purchases the goods through its agent or client and after taking the possessaon, sells
them to the customer on cost plus proflt basis either in a spot or credit transaction.

Under l\rurabaha financing, funds disbursed for purchase of goods are recorded as'Advance against Murabaha finance,.
On culmination of lvlurabaha i.e. sale of goods to customers, Murabaha flnancing are recorded it the deferred sale price.
Goods purchased bul remained unsold at the statement of tinancial position date are recorded as inventories. Deferred
income on lvlurabaha flnancing is adjusted against Murabaha receivable.

The Bank values its invenlories at the lower of cost and net realizable value. The net realizable value is the estimated
selling price in the ordinary course of business less the estimated cost necessary to make the sale. Cost of inventories

- represents actual purchases made by the Bank / customers as the agent of the Bank for subsequent sale.-rq(



lstisna

ln lstisna flnancing, the Bank places an order lo purchase some specific goods / commodities from its customers to be
delivered to the Bank within an agreed time. The goods are lhen sold by the customer on behalf of the Bank and the
amount hence financed along wilh profit is paid back to the Bank.

Salam

ln Salam financing, the Bank pays full in advance to its customer for buying specified goods / commodities to be delivered
to the Bank within an agreed time. The goods are then sold and the amount flnanced is received back by the Bank along
with profit.

ljara h

ln ljarah financing, the Bank provides the asset on pre-agreed rentals for specilic tenors to the customers
are stated at crst less deprecialion and are disclosed as part of 'lslamic financing and related assets,.

ljarah assets

5.6.2

The rental on ljarah under lslamic Financial Accounting Standard - 2 ljarah (IFAS 2) are recorded as income / revenue.
The Eank charges depreciation ftom the date of recognition of ljarah of respective assets lo Mustajir. ljarah assets are
depreciated over the period of ljarah using the straight line method.

lmpairment of liarah assets is delermined in accordance with the Prudential Regulations issued by the SBp. The provision
for impairment of ljarah assets is shown as part of ,lslamic linancing and related assets,.

The significant liarah contracts entered into by the Bank are with respect lo vehicles. plant and machinery and equipment
and are for periods ranging from 1 to 7 years.

Diminishing Musharaka

ln Diminishing Musharaka based financing, the Bank enlers inlo Musharaka based on Shirkalul-Milk for financing and
agreed share of Iixed assets (example: house, land, plant, machinery or vehicte) with ils customers and enters into period
profit payment agreement for the utilization of the Bank's Musharaka share by the customer.

Running Musharaka

ln Running Musharaka based financing, the Bank enters into financing with the customer based on Shirkat-ul-Aqd or
Business Partnership in the customer's operating business where the funds can be withdrawn or refunded during lhe
Musharaka period.

Bai Mu'ajjal

ln Bai Mu'ajial, the Bank sells goods on deferred basis to cuslomers. The deferred price is agreed at the time of sale and
such proceeds are received at the end of the deferral period.

Provision

lslamic Financing is stated net of credit loss allowance and general reserves / provisions. Credat loss allowance against
islamic linancing have been made in accordance with the requirements of Prudential Regulations, IFRS 9 application
instructions and various circulars issued by the SBP from time to lime. The Bank also maintains a general reserve against
loans and advances, over and above the IFRS 9 based ECL, in accordance with the stipulations oJ SBp,s BpRD Clrcular
Letter No. 01 dated January 22, 2025 and details have been disctosed in note 10.4r



5.7 Fixed and lntangible assets

5.7.1 Fixed assets

5.7.1.1 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 become available for use.

5.7.1-2 Property and equipment

Property and equipment, other than land are stated at cost or revalued amount less accumulated depreciation and
accumulated impairment losses, if any. Land is carried at revalued amount.

Subsequent costs are included in the asset's carrying amount or are recognized as a separate asset, as appropriate, only
when it is probable that future economic benefits associated with the item will flow to the Bank and the cosl of the item can
be measured reliably. All other repairs and maintenance are charged to the profit and loss account.

Depreciation on all llxed assets is charged using the straight line method in accordance with the rates specifled in note
1'1.2 to these financial stalements and after taking into account residual value, if any. The residual values, useful lives and
depreciation methods are reviewed and adjusted, rf appropriate, at each barance sheet date.

Depreciation on additions is charged from lhe month the assets are available for use while no depreciation is charged in
lhe month in which the assets are disposed off.

surplus on revaluation of land and buildings is credited io the surplus on revaluation account. Revalualion is carried out
with sufficient regularity to ensure that the carrying amount of assets does not differ malerially from the fair value. To the
extent ol the incremental depreciation charged on the revalued assets, the related surplus on revatuation of land and
buildings (net of deferred taxation) is lransferred direclly to unappropriated proflt.

Gains / losses on sale of property and equipment are credited / charged to the profit and loss account, excepl the related
surplus on revaluation of land and buildings (net of deferred taxation) which is transferred direcfly to unappropriated protit.

5.7.2 lntangibleassets

5.7.2.1 Advence against purchase of software

Advance against purchase of software is stated at cost less accumulaled impairment losses, if any. These are transferred
to computer software as and when the related asset is received.

5.7.I.2 Computer software

Computer soflware are stated at cost less accumulated amortization and accumulated impairmenl losses, if any. lntangible
assets are amortized from lhe month when these assets are available for use, using the straighl line method, wnereby tne
cost of lhe intangible assets are amortized over ils estimated useful lives over which econoiric benefits are expected to
flow to the Bank. The useful lives are reviewed and adjusted, if appropriate, at each balance sheet date.

5.8 lmpairment

The carrying amount of assets arc reviewed at each balance sheet date for impairment whenever events or changes in
circumslances indicate that the carrying amounts of the assets may not be recoverable. lf such indication exists and where
the carrying value exceeds the estimated recoverable amount, assets are written down to their recoverable amounls.
Recoverable amount is the greater of fair value and value in use. The resulting impairment loss is taken to the profit and
loss account except for impairment loss on revalued assels, which is adjusted against the related revaluation surplus to the

_ exent that the impairment loss does not exceed the surplus on revaluation of that asset.+1r



5.9 IFRS 16 - Lease liability and right-of-use assets

The liability in respect of ljarah (leases) of Mustalir (lessee) are initially measured al the present value of the remaining
ljarah payments, discounted using the Banks's incremenlal borrowing rate. The Bank (being an lslamic bank) may acquire
funds, if required, from other financial institution(s) under Shari'ah compliant modes. The ljarah liability is subsequently
measured at amortised cost using the effective borrowing rate and charged to profit and loss account. The carrying
amount is remeasured / adjusted if there are changes an the future cash flows or the lease lerm.

The right-of-use asset is initially measured at cost, which comprises the initial amount of the ljarah liability, adjusted for, as
applicable, any Ujrah (lease) payments made at or before the commencement date. On subsequent measurement, right-oi
use assets are stated at cost less any accumulated depreciation / accumulated impairment losses and are adjusted for any
remeasurement of the ljarah liability.

The Bank has elected not lo recognize a right-of-use asset and the corresponding ljarah liability for short-term ljarahs with
terms of 12 months or less and ljarahs of low-value assets. Payments associated with these ljarah are recognized as an
expense in the profil or loss account on a straight-line basis.

5.10 Deposits

Deposits are generated on the basis of two modes i.e. Qard and Mudaraba. Deposils are recorded at the proceeds
received. The cost of deposits is recognized as an expense in the period in which this is incurred.

Deposits taken on Qard basis are classified as 'Current accounts' and Deposits generated on Mudaraba basis are
classified as 'Savings deposits' or'Fixed deposits'. No profit or loss is passed to currenl account depositors. however the
funds of current accounts are treated as equity for the purpose of prollt calculation and any profit earned / loss incurred on
those funds are allocated to the equity of lhe Bank. While the product features of each product differ, there is usually no
restriction on withdrawals or number of lransactions in current and saving accounts. ln case of fixed deposits, pre-mature
withdrawals can be made as per approved terms only.

Profits realized in investment pools are distributed in pre-agreed proflt sharing ratio between Rab-ul-N.4aal and [Iudarib.
Rab-ul-l\.4aal share is distributed among depositors according to weightages assigned at the inceplion of profit calculation
period. Rab-ul-Maal share is distributed among depositors according to weightages assigned at the rnception of profit
calculation period. Mudarib can distribute its share of profit to Rab-ulMaal upto a maximum of 60% of their profit as
lncentive profits (Hiba).

Prolits are distributed from the pool such that the depositors (remunerative) only bear the risk of assels in the pool during
the profit calculation period. ln case of loss in a pool during the profit calculation period, the loss is distributed among the
depositors (remunerative) according to their ratio of lnvestments.

Asset pools may be created at the Bank's discretion and the Bank may add, amend, and transfer an asset to any other
pool in the interests of the deposit holders.

5.11 Pool Management

The Bank operales general and specific pools for deposits and inter-bank funds accepted / acquired under Mudaraba,
Musharaka and Wakala modes.

under the general deposits pool, the Bank accepts funds on Mudaraba basis from depositors (Rabb-ul-lvlaal) where the
Bank acls as Manager (Nludarib) and invests the funds in the Shari'ah Compliant modes of financings, investmenls and
placements. When utilising investing funds, lhe Bank prioritizes the funds received from depositors over the funds
generated from own sources.9v

Right-of-use assets are depreciated on a straight line basis over the ljarah term as this method closely reflects the
expected pattern of consumption of future economic benefits and charged to protlt and loss account. Carrying amount of
the ljarah liability is derecognised upon termination of the ljarah contracl with corresponding adjustment to right-of-use
asset. Gain or loss on termination of ljarah contract is recognised in the prollt and loss account. The right-of-use assets
are presented within note 12 and are subject to impairment in line with the Bank's policy as described in note 5.8.

However, accounting for ljarah of N.4uj'ir (lessors) remains the same as required under IFAS 02 i.e. Muj'ir continue to
present assets subject to ljarah according to the nature of the asset, distinguished from the assets in own use.



The profit of each deposat pool is calculated on all the remunerative assets booked by utilising the funds from the pool after
deduction of expenses directly incurred in earning the income of such pool, il any. The directly related costs comprise of
depreciation on ljarah assets, takaful premium, documentation charges etc. No general or administrative expense is
charged to pool. No provision against any non-performing asset of the pool is passed on to the pool except on the actual
loss / wrile-off of such non-performing asset. The profit of the pool is shared between equity and other members of the
pool on the basis of Musharaka at gross level (before charging of Mudarib fee) as per the investment ratio of the equity.
The profit of the pool is shared among the members of the pool on pre-defined mechanism based on the weightages
announced before the profit calculation period after charging of Mudarib fee. During the year, the Bank has given Hiba to
the depositors of General Pool, keeping in view the prescribed guidelines of Pool Management provided by the SBp and
with the approval of the Bank's Shariah Board. However, Hiba are given at the sole discretion of the Bank without any
contractual commitment and can be wilhdrawn or reduced by the Bank at its sole discretion.

The deposits and funds accepted under the above mentioned pools are provided to diversifled sectors and avenues of the
economy / business as menlioned in the notes and are also invested in Government of Pakistan backed ljarah Sukuks.
Staff flnancings are exclusively financed from the equity pool.

The risk characteristic of each pool mainly depends on the assets and liability prolile of each pool

5.12 Taxation

Current and prior year

Provision for current taxation is based on taxable income at the current rates of taxation after taking into consideration
available tax credjts and rebates. The charge for current tax also includes adjustments where considered necessary,
relating to prior years which arise from assessments framed / flnalized during the year and are disclosed separately.

Deferred

Deferred tax is recognised using the balance sheet liability method on all temporary differences between the amounts
attrabuted to assets and liabilities for linancial reporting purposes and amounts used for taxation purposes. The Bank
records deferred tax assets / liabilities using the tax rates, enacted or substantively enacted by the balance sheet date
expected to be applicable at the time of its reversal. Deferred tax assets are reviewed at each reporting date and are
recognised only to the eltent that it is probable that future taxable profiis will be available against which the asset can be
utilised. Deferred tax assets are reduced to the extent that it is no longer probable that the related tax benefit will be
realised. The Bank also recognises deferred tax asset / liability on deficit / surplus on revalualion of securities and deferred
tax liability on surplus on revaluation of fixed assets which is adjusted against the related deticit / surplus in accordance
with the requirements of lnternationalAccounting Slandard (lAS) l2,lncome Taxes,.

ln making the estimates for current and deferred taxes, the management considers the income tax law and the decisions
of appellate authorities on certain issues in the past.

5.13 Staff retirement benefits

Defined contribution plan

The Bank operates a recognised contribulory provident fund scheme for all its permanent employees. Equal monthly
contributions are made both by the Bank and its permanenl employees, to the Fund at the rate of 8.33o/o of the basic
salaries of employees. However, an employee has an option to increase his/her contribution upto '15% but the Bank will
still contribute 8.33% of the employee's basic salary. The Bank has no further payment obligation once the contributions
have been paid. The contributions are recognised as employee benefit expense when they are due.

5,14 Acceptances, guarantees and letters of credit

Specific pools may be operaled for funds acquired / accepted from the SBP and other banks for lslamic Exporl Refinance
to Bank's customers and liquidity management respectively under the Musharaka / Mudaraba modes. The Bank also
maintains an Equity Pool which consists of Bank's equity and funds accepted on Qard (non-remunerative currenl deposit
account) basis.

Acceptances comprise of undertakings by the Bank to pay bills of exchange drawn on customers. Acceptances are
recognized as financial liability in lhe statement of financial position with a contractual right of reimbursement from the
customer as a financial asset.q1Y



The Bank issues guarantees and letters of credit. These are disclosed in the stalement of financial position as part of
conlingencies and commitments.

Provisions are recognized when the Bank has a legal or constructive obligation as a result ol past events and it is probable
that an outflow oi resources will be required to settle lhe obligation and a reliable estimate of the amount can be made.
Provisions are reviewed at each balance sheet date and are adjusted to reflect the current best estimates.

Contingent assets are not recognised, and are also not disclosed unless an inflow of economic benefils is probable
Contingeni liabilities are disclosed unless the probability of an outflow of resources embodying economic benefit is remote.

5.16.1 Transactions and balance

Transactions in foreign currencies (other than the results of operations of foreign operations) are translated to Rupees at
the foreign exchange rates ruling on the transaction date. Monelary assels and liabilities in foreign currencies are
expressed in Rupee terms at the rates of exchange prevailing at the balance sheet date. Foreign bills purchased and
forward foreign exchange contracts (unilateral wa'ad) other than those relating to foreign currency deposits are valued at
the rates applicable to their respective maturities. Translational gains / losses and any change in fair value of forward
exchanges contracts are credited / charged to profit and loss account.

5.16.2 Commitments

Commitments for outstanding forward foreign exchange conlracts are disclosed in these financial statements at committed
amounts. Contingent liabilities / commitments for letters of credit and letters of guarantee denominaled in foreign
currencies are expressed in Rupee terms at the rates of exchange prevailing at the date of the statement of financial
position.

Translation gains and losses are included in the profit and loss account

5,17 Revenuerecognition

Profit on investments in Sukuks js recognised on accrual basis. Where Sukuks (excluding those classified as held for
trading) are purchased at a premium or discount, such premiums / discounts are amortised through the profit or loss
account using the effeclive yield method, as permitted by SBP.

Profit from Musharaka placements with financial institutions is recognised on accrual basis

Profit from Bai-Mu'ajjal is recognised on accrual basis

Prollt from lvurabaha financing is accounted for on culmination of the Murabaha transaction. Profit on lrlurabaha is
recognised on time proportion basis. Profit on Murabaha transactions for the period from the date of disbursemenl to
the date of culmination of Murabaha is recognised immediately on the later dale.

Rental income from ljarah flnancing is recognised on an accrual basis. Depreciation on ljarah asset is charged to
income (net of with rental income) over the period of ljarah using the straight line method.

tr
Profit on Diminishing Musharaka is recognised on an accrual basis

5.15 Provisions and contingent assets and liabilities

5.16 Foreigncurrencies



Profit on Running Musharaka financing is booked on an accrual basis and is sub.iect to adjustment (if any) upon
declaration of profit by Musharaka partners.

Profit on lstisna financing is recognised on accrual basis

The Bank earns fee and cornmission income from certain non-funded banking services. The related fee and
commission income is recognised at an amount that reflects the consideration to which the Bank expects to be entitled
in exchange for providing the services. The Bank recognises fees earned on transaction-based arrangements at a
point in lime when the Bank has fully provided lhe service to the customer. Where the contracl requires services to be
provided over time, the income is recognised on a systematic basis over the life of the related service. Unearned fees
and commissions are included under Other liabililies.

Gain or loss on disposal of flxed assets, intangible assets, ijarah assets and musharaka assets is taken to the profit
and loss account in the period in which they arise.

Profit suspended in compliance with the Prudential Regulations issued by the SBP is recognized on receipt basis. Profit
on rescheduled / restructured llnancing and investments is recognised as permitted by the SBp.

5.18 Assets acquired in satisfaction of claims

The Bank occaslonally acquires assets in settlement of certain financings. These are stated at lower of the carrying value
or currenl fair value of such assets.

5.19 Financialinstruments

5.19. 1 Financial assets and financial liabilities

Financial instruments carried on the slatement of financial position includes cash and balances with treasury banks,
balances with other banks, due from financial institutions, investments, lslamic financing and related assets (excluding
inventories), other assets (excluding balances related to tax), bills payables, due to financial institutions, deposits and other
liabilities (excluding balances related to tax). The particular recognition methods adopted for significant financial assets and
liabilities are disclosed in the individual policy statements associated with these assets and liabilities.

Financial assets and linancial liabilities are off set and the net amount is reported in the financial statements when there is
a legally enforceable right to set off and the Bank intends either to settle on a net basis, or to realize the assets and settle
the liabilities, simultaneously.

5.2O Dividend distribution and appropriation

Dividend declared and other appropriations (other than appropriations required by law) approved subsequent to the
balance sheet date are considered as non-adjusting events and are not recorded in the financial statements. However, a
separate disclosure of the facl is made in the financial statements.+lv

Profil on Salam financing is recognised on accrual basis.

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

- Gain or loss on sale of investments is recognised in the profit and loss account in the year to which it arises.

5.19.2 Offsetting



5.2'l Earnings per share

The Bank presents basic and diluted Earnings Per Share (EPS). Basic EPS is calculated by dividing the profit or loss
attributable to ordinary shareholders of the Bank by the weighted average number of ordinary shares outstanding during
the year.

A segment is a distinguishable component of lhe Bank that is subject to risks and rewards that are different from those of
olher segments. A business segment is one that is engaged either in providing certain products or services, whereas a
geographical segment is one engaged in providing certain products or services within a particular economic environment.
Segment information is presented as per the Bank's functional and managemenl reporting structure. The Bank,s
operations have been broken into following different business segments:

5.22.'l Eusinesssegments

Retail

It includes commercial and SME financing, deposits, trade business and other banking services

Corporate

It includes flnancing to large and medium sized public and private sector entities, investment banking, corporate
advisory, cash management, trade finance, guarantees and transaction with tinancial institutions

Consumer

It includes financing and other banking services to individual customers other than those classified under Micro
Finance

Microfinance

It represents flnancing operations to low income individuals including agriculture sector financing

Treasury operations

It includes inter-bank placements / acceptances, capital market operations and foreign exchange transactions and
reserves management.

Head office

It includes functions which cannot be classified in any of the above segments

5.22.2 Geographical segments

The Bank operales only in Pakistan

+-tr

5.22 Segment reporting



Note 2024 2023

Rupees in thousands

5 CASH AND BALANCES WITH TREASURY BANKS

ln hand

- localcunency

- foreign currencies

With the State Bank of Pakistan (SBP) in

- localcunencl currenl accounl

- foreign currency current accounls

cash reserve account

special cash reserye account

USD clearing account

With National Bank of Pakistan in

- local currency current accounts

Prize bonds

Less: Credit loss allowance held against cash and

balances with treasury banks

Domestic

lmpact of adoption of IFRS 9

Performing Stage 1

Under performing Stage 2

Non-performing Stage 3

Substandard

Ooubtful

Loss

4,847,838 4102,622

6.2 12,029,270 13,897.890

O,J

6.4

359,608

428,967

63,223

401,933

479,163

48,095

851,798 929,191

401.31 1 599,329

o.5 615

6.1 (16,321 )

18,1'14,511 19,529,055

December 31, 2024 December 3'1, 2023

Cash and
Balance

with
Treasury

Banks

Credit loss
allowance

held

Cash and
Balance with

Treasury
Banks

Provision
held

Rupees in thousands

851,798

(17,928)

'r,607 929,'191

4,136,600

711 .238

3,482,849

619,773

)1

Cash and balances with treasury banks - net of credit loss allo\rvance

6.1 CASH ANO BALANCES WITH TREASURY BANKS- Particulars of credit toss a owance

+-1Y 851,798 (16,321) 929,191



6.2 The local currency current account is maintained with SBP under the Cash Reserve Requirement of section 22 of Banking
Companies Ordinance, 1962. This section requires banking companies to maintain a local currency cash reserve in the
current account opened with the SBP at a sum not less than such percentage of its time and demand liabilities in Pakistan as
prescribed by the SBP from time to time.

6.3 As per BSD Circular No. '15 dated June 21, 2008, cash reserve of 5% is required to be maintained with the SBP on deposits
held under the New Foreign Currency Accounts Scheme (FE-25 deposits). This account is non-remunerative in nature.

5.4 Special Cash Reserve of 6% is required to be maintained with the SBP on FE-25 deposits as specilled in BSD Circular No
15 dated June 21, 2008. This account is non-remunerative in nature.

6.5

Note 2024 2023

Rupees in thousands

ln Pakistan

- currenl account

- deposit account

26,OO7

1,629

55,146

1,8457.2

7.1

937,692 2,746,434

(3.235)Less: Credit loss allowance held against balances with other banks

Balances with other banks - net of credit loss allowance

7,1 Balances with other banks- Particulars of credit loss allowance

Domestic

lmpact of adoption of IFRS I
Performing Stage I

Under performing Stage 2

Non-performing Stage 3

Substandard

Doubtful

Loss

+1Y

December 31, 2024 December 31, 2023

Balances
with other

banks

Credit loss
allowance

held

Balances with
other banks

Provlsion
held

962,093 2,803,425

965,328

Rupees in thousands

(4,O25)

790 2.803.425

965,328 (3,235) 2,803,425

These represent lhe national prize bonds received from customers for onward surrendering to SBP. The Bank, as a matter of
Shari'ah princlple, does not deal in prize bonds.

7 BALANCES WITH OTHER BANKS

Outside Pakistan

- current account



7.2 This represents saving accounts carrying profit at expected rates ranging from 3.45% to 12.20o/o pet annum (2023. 6.O'l% to
12.00% per annum).

Note 2024 2023

Rupees in thousands

8 DUE FROM FINANCIAL INSTITUTIONS

Unsecured

Musharaka arrangements

Less: Credit loss allowance held against due from financial institution

8.1 Due from Fls- Particulars of credit loss allowance

8.2

December 31, 2024 Oecember 31, 2023

Due from
Fls

Credit loss
allolvance

held
Due from Fls

Provision
held

8.2

8.1

2,000,000 2,500,000

2,000,000 2,500,000

Rupees in thousands

Domestic

lmpact of adoption of IFRS I
Reversal of provision

Performing Stage 1

Under performing Stage 2

Non-performing Stage 3

Substandard

Doubtful

Loss

(1)

2,000,000 2,500,000

2,000,000 2,500,000

This represents Musharaka placements with various tlnancial institutions carrying average profit rate of 13.0% per annum
12023t 22.'lsok per annum) and having maturity ti January 02, 2025.

- Local currency

- Foreign currencies

+'lY

2,000,000 2,500,000

2,000,000 2,500,000

1

8.3 Particulars of due from financial institutions

2024 2023

Rupees in thousands



9 INVESTMENTS

9.1 lnvestments by type:

Debt lnstrumenls
Classified / Measured at FVPL

Federal Government securities

Non Government securities

Classified / Measured at FVOCI

Fair value /
Amortised

cost

Credit Loss
Allowance

Surplus /
(Deficit)

Classified / Measured at amortised cost

Federal Government securities

Total lnvestments

Debt lnstruments
Classified / Measured at FVPL

Federal Government securities

Classified / Measured at FVOCI

Federal Government securities

Shares

Non Government securities

Classified / Measured at amorlised cost

2024

Rupees in thousands

670,000 (8,867) 661.'133

670,000 (8,867) 661 ,'r33

2,206.516 117,722,U',|

2,206,516 117,722,34'l

28,212,727 28,212,727

28,212,727 28,212,727

144,398,552 2,'t97,649 146,596,201

2023

Federal Government securities

Shares

Non Government securities

Surplus /
(Deficit)

Carrying
Value

Total lnvestments

Rupees in thousands

1,996,619 4,1 81 2,000,800

1 ,996,619 4,181 2,000,800

92,638,747

770,000

924,435

(6,610)

93,563,182

763,390

93,408,747 917,A25 94,326,572

36,216,930 36,216,930

36,216,930 36,216,930

atr
131,622,296 922,006 132,544,302

Federal Government securities

Non Government securities

Carrying
Value

1 15,515,825

Fair value /
Amortised

cost

Credit Loss
Allowance



2024
9.2 lnvestments by segments:

Federal Government securities

Government of Pakistan (GOP) ljarah Sukuks

Shares
Listed companies

Cost /
Amortised

cost

ProYisionfor Surplus,l
diminution (Deficit)

Rupees in thousands

Carrying
Value

2,206,516 145,935,068

(8,867) 661,133

Non Government securities
Listed

Unlisted

143,728,552

670,000

Federal Government securities

Government of Pakistan (GOP) ljarah Sukuks

Shares
Listed companies

Non Government securities
Unlisted

Total lnvestments

144,398,552 2 197 649 146,596,201

2023
Cost ,l

Amortised
cost

Carrying
Va lue

928,616 131,780,912

(6,610) 763,390

130,852,296

770,000

131,622,296 922,006 132,544,302

9.2.1 The investment amounting to Rs. 6,134.85 million were given as collateral as at December 31, 2024 (2023: Nil)

9.3 Provision for diminution in value of investments

On Available for sale securities
Opening balance

Charge for the year

Reversal on disposals

Closing balance

Quality of securities

Oetalls reoardino oualitv of securities held under "Held to Collect and Sell,, model

Federal Government Securities - Government guaranteed
Government of Pakistan (GOP) ljarah Sukuks

Sha.es
Lisled

Unlisted

Non Government Debt Securities

Unlisted

NIL (2023:AAA)
NIL (2023: AA+)
NIL (2023: A)

2024 2023
Rupees in thousands

9.4

2024 2023
Cost

Rupees in thousands

115,515,825 92,638,747

420,000
250,000
100,000

770,000JT'\Y
1 15,515,825 93,408,747

Total lnvestments

Provision for Surplus /
diminution (Deficit)

Rupees in thousands
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Note

354,274

(605,173)

15.773

(416,839)

6,217 ,953

42,731,213

(39,952,891)

6,311,946

30,439,863

2024 2023

Rupees in thousands
10.1.2 Movement in Murabaha receivable during the year:

Opening balance

Sales during the year

Adjusted during the year

Closing balance

10.1.3 lvlurabaha sale price during the year

Murabaha purchase price during the year

10.1.4 Deferred Murabaha income

Opening balance

Arising during the year

Recognised during the year

Closing balance

10.2

10.3

10.4

(479,528\

(30,533 ,856)
8,996,275 6,217,953

42.731.213

(38,933,515)

30,439,863

(27,809,106)

3,797,698 2,630,757

650,354

3,797,697

(3,811,525)

464,030

2,630,757

Musawamah

- Musawamah Financing

- Deferred Musawamah lncome

- Musawamah inventory

lstisna

- lstisna financing

- lstisna inventory

- Advances against lstisna financing

- lstisna financing under IERS

- Advances against lstisna financing under IERS

- Advances against lstisna financing under SBP's tRSpWS

l|arah financing and related assets

- Net book value of assets in ljarah under IFAS 2

- Advances against ljarah

10.4.1 Net book value of assets in liarah under IFAS 2

2,633,837 384.702 2,177,O74

(841,465)

Equipment and

Plant and Machinery 542,904

(2,444,433)

636,526 650,354

547 ,951

(16,755)

531 ,196

1,973,927

622,541

6,800,241

26,370

15,630

1.620,373

545,663

2,47 4,159

39,284

111,939

9,438,709 4,791.418

1,459,709

57 ,562

1,744,O35

61,050

63,376 446,704

Rupees in thousands

986,002

1,517,271 1,805,085

73s,103 1,441,971

45,638 17.738

2024

Cost Oepreciation
Book value

as at
Oecember 31,

2024

As at
January 1,

2024

Additions /
(disposal)

As at
December
3't,2024

As at
January 1,

2024

Charge /
(disposal)

As at
December 31,

2024

780.741 1,459.7093,176,741 3A4,702 2,240,450 1,432,706

(1,320,993)

370,O47

(1,O22,O12)
+1Y

10.4.1

Vehicles



Cost

Ar rl
Jrnuary I,

2023

Ar at
Jonu.ry l,

2023

Chrroo,
(dlrporal)

A! .t
Oocombcr 31,

2023

Book value
aa at

Docambsr 31,
2023

Vehicles

Eq(,ipmenl and
Planl aod Machinery

2.384.318

768,781

015.507
(665.988)

Rupoot

2,633,837 1,046,1,{3

!rndi
402.850

(463,291)
986.002 1.647.335

416.7045,12,904 188,664
i.225,877],

149.303
(191,263)

3.153.099 S15,507 3,176.7,11 1,535,107
(89t.885t

1,132,704 1.744.035552,153
(654.554)

2024

Not lator
thsn 1 yost

L.tor than 1

yosr tnd
not latot
than 5
ye.r!

Over Five
yeart

1C.4.2 Future t rr.h prymsnb .ecalvlblc

liarah renlsl recalvsblos

RlpoeJ in thou3and!

583 952.840 0,7't4 962.137

2023

Not lator
than 1 yoar

Lator than I
yoar and
not later
then 5

y€4.s

Over Flv6
year9

Total

2.609

Rupees ln thousands

i.353,323 6,356 1.362.288ljarah renlal receivables

Runnlng Musharaka
- Running Musharaka financing

- Running Musharaka financing under IERS

Diminishlng Musharaka
- Diminishing Musharaka llnancing

- Advances sgainst Diminishing Mulhsr8k8 llnanclng

- O'mhishing Musharaka linanclng under SBP's IRSPWS

- Advances againsl Diminishing Mushsrsls und6r SBP'3 ILTFF

- Adyances against Diminishing Musharak! undor SBP'! IRFCC

- Advances agarnst Oiminishing Mushalaka under SBP'9 TTERF

2021 2023

Rup€or ln thousands

11,463,477 12.2',10.28?

2.970.000 3,416.000

44.433.477 {5,626.287

75,273 120.960

32.7B5.646 2.1.:23.;3i

{74.193

26.113.514

6.s96.859

23.754.790

347.983

63r.855

18,847

879.072 1,427,090

gatt tinance
- Stralt vehue finance under Olmlnlshhg Mulharaka

- SlBf Solar Finance

' Sld, trcssing linance undor Olmlnl lrle Mu8haraka

'i:.! tivtfcaa !o Woman, Woncn-ovtnad rnd Mtna8od Edorprltct
lltudl'tuEt Orncd Erd lf8llaiaal E &t'tt

___l_p3991- -_t-$.!ig3
Pankdr.a o, Ishmlc tlnanclng snd relatod lttolt ' grosl

;-n itcal ojrfenry
:. laieiln Crrrfency

122.599.703 90.635,616

122.599.703 90.635.61d

r,81?,?53
4.370.195
0,187,948

: i :. ,:s{*r !:3_it a r!:r-!er = n3=:*!.! si,ii.+-.i$,.t,: Bi! qlanaoed enlerprisos dullllg th€ curfBot and previous linano8lvears

Total

1,8E8,445
. (t6 79S

, toa.243

Addltlon! I
(dl!po!tl)

At rl
Oocombor
3t, 2023
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11,2 Property and equipment

2024

Freehold
land

Furnitu re
and

fixtures
Vehicles Total

Rup6es in thousands

868,208 529,485 .1,241,102 264,095 2,917,832 211,5u 5,432.286
113.272) (654,760) 1121,141) (1,322,548) (79,795) (2,191,516)

Building
on

freehold
land

Lease hold
lmprovements

Electrical,
office and
computer

equipment

At January 01, 2024
Cosl / revalued amount
Accumulated depreciation
Net book value

Yea. ended Oecember 2024

Opening Net Book Value

Additions
Adjustments

Cost
Accumulated depreciation

Disposals

Depreciation charge
Closing Net book value

(12,913) (224.024)
(168) (9,4s6)

(33,580) (355,480) (24,125)

868,208

.t25

516,213

12,A15

586,342

454,683

142,954

126.729

995,284

1,522,657

131,769

9,219

3,240,770

2,126,228

3,787
(3,179)

(3,754)

3,159

(33)

20

(9.664)

(650,122)

868,333 542,299

(26,18s)

1,699,573

(881,964)

386,191

(150,851)

3.772,718

(1,619,765)

220,783

(103.920)

7.489,897

(2,782,6851

868,333 516,114 817,609 235 340 2,152,953 116,863 4,707,212

2to3 20 10 1otoz5 20

2023

Freehold
land

Lease hold
lmprovements

Furniture
and

fixtures

Building
on

freehold
land

Electrical,
office and
computer
equipment

Vehicles Total

Rupees in thousands

868,208 528,436

(538)

125,818

(61.098)

4,467,093

(1.731,278)

827,736 225,443 1.891.452

(491,698) (96,476) (1,081,468)

Net book value

Additions
Movement in surplus on assets
revalued during the year

Cost

Accumulated depreciation

Disposals

Depreciation charge

Closing net book value

868,208 527,898

1,047

336,038

413,367

809,984

430,27 4

64.720

88,'157

2,735,8',|5

971,785

128,967

38,940

(12.733\
- (23) (148) (483) (6s4)

(163,063) (24,930) (244,825) (20.62s) (466,176)

At Decembar 31, 2023
Cost / revalued amount

Accumulated depreciation

Net book value

868,208 529,485

1t3,272)

1.241.102

(654,760)

264.095

(121 141)

2,y7.A32

(1.322,5481

211 564

(79,795)

5.432.286

(2,191,516)

208 516.213 586.342 142.954 995 2U 131 769

Rate of depreciation (%)

frY
2lo3 20 10 .toto2s 

20

3,240.770

At December 31,202,1

Cost / revalued amount

Accumulated depreciation

Net book value

Rate of depreciation (%)

At January 0'1, 2023
Cost / revalued amount

Accumulated depreciation

Year ended December 2023
Opening Net book value

51 131 770



11.2.1 The land and buildings of the Bank were revalued in December 31 , 2022 by independent valuer (Medallion Services
Private Limiled) on the basis of market value. Surplus against revaluation of fixed assets net of deferred tax as at
December 31, 2024 amounts to Rs. 458.601 million (2023: Rs. 466.553 million).

Had the land and buildings nol been revalued, the total carrying amounts of revalued properties as al reporting dates
would have been as follows:

2024 2023

Rupees in thousands

1 1.2.2 The gross carrying amount (cost) of fully depreciated assets that are in use as at reporting dates are as follows

Land

Building on freehold land

Lease hold lmprovements

Eleclrical, ofllce and computer equipmenl

Furniture and fixtures

Vehicles

501 ,420

325,103

4,129,982

(2,'t02,191)

501,293

320.844

275,439

366,141

13,483

61,701

3,566,889

(1,618,010)

2024 2023

Rupees in thousands

478,431

707,723

21,630

78,136

11.2.4 The information relating to disposal of fixed assets to relaled parties are as follows

Description

't32

45

177

12 RIGHT.OF-USE ASSETS

Cost at the start of period/ year

Accumulated Depreciation

Net carrying amount al lhe sta( of petiodl yeat

Addilions / other adjustmenls during the year

Deletion during the year

Depreciation charge for the year

Balance as at December 31

Accumulated Book Sales
depreciation value proceeds

Rupees in thousands

126 6 20

45-4

Mode of disposal
Particulars of

buyers

As per Bank's policy Syed Salman
Outb

2021 2023

Rupees in thousands

CosU
revalued
amou nt

Laptop

iilobile Phone

171 6

2,027,791

971.449

(1 1,943)

(631,479)

1,948,879

628,268

(22,057].

(527.299)

2,355,818 2,027,791

+1r
Useful life 5- 10 years 5- '10 years

y.23 Carrying amount of temporarily idle property of the Bank is Rs. 46.895 million (2023: Rs. 46.895 million).

24



13 INTANGIBLE ASSETS

Advance againsl purchase of software

Computer software

13.1 Computer software

At January 0l

Cost

Accumulated amortisation

Net book value

Year ended December 2023

Opening net book value

Additions:

- directly purchased

Amortisation charge

Other adjustment

Closing net book value

Note

13.1

31

2024 2023

Rupees in thousands

692,983

351,105

95,510

437,336

1,044,088 532,846

1,350,263

(912.927)

1 ,247,690

(725,463)

437,336 522,427

437,336

92,342

(178,573)

522,427

102,372

(187,463)

35'1 .'1 05 437,336

At December 3l

Cost

Accumulaled amortisation

Net book value

1,442,604

(1,091,499)

1,350,263

(912,927',,

1 3.1 .1 351 ,'105 437,336

Rate ot amortisation 1 4.290/0 -33.33% 1 4.290/0 -33.330/0

Useful life 3 -7 Years 3 -7 Years

13.1.1 This includes core banking system ot the Bank at carrying value of Rs. 1 (2023: Rs. 43.056 million) and having remarnrng
useful life of NIL year. (20231 1 years).

13.1.2 The gross carrying amount (cost) of fully amortized intangible assets that are still in use as at December 31, 2024 is Rs
752.109 million (2023: Rs.'134.939 million).

fY



14 OEFERRED TAX ASSETS / (LIABILITIES) - NET

Deductible temporary differences on:

Tax losses carried forward

Minimum tax

Credit loss allowance against lslamic financing

and related assets, balances with other banks

and off balance sheet

Deficit on revaluation of investmenls

Workers Welfare Fund

Taxable temporary difference

Surplus on revaluation of property and equipment

Surplus on revaluation of investments

Accelerated tax depreciation

Deductible temporary difference on:

Tax losses carried forward

lvlinimum tax

Credit loss allowance against lslamic financing

and related assets and off balance sheet

Deficit on revaluation of investments - net

Workers Welfare Fund

Taxable temporary difference

Surplus on revaluation of property and equipment

Surplus on revaluation of investments

Accelerated tax depreciation

+1w

2024

Al Jan 01,2024 Recognised
in OCI

At Dec 3'l, 2024

Rupees in thousands

2,686

154,378

348,304

109,042

878,248 1,229,238

263,420

157 ,064 457 ,346 878,248 1,492,658

(95,730)

(449,734)

(56,8s1)

2,265

(158,256)

(5,861)

(697,654)

(99,326)

(1,147,388)

(2',15,1471

(602,3ss) (155,991) (703,515) (1,461,861)

(445,291',t 30,797

2023

Recognised in
P&L A/C

Recognised
in OCI

At Dec 31, 2023

Rupees in thousands

63,466

41 ,945

(60,780)

112,433

2,686

154,378

'105,411 51,653 157.064

(8s,881)

60,297

(67,300) 10,409

(1 1,984)

(510,031)

(95,730)

(449,734)

(56,891)

(92,884) 12,544 (522,015) (602,355)

12,527 64,197 (s22,015) 1445,291)

Recognised in
P&L A/C

301,355 174,733

At Jan 01, 2023



Note

15 OTHER ASSETS

Profit / return accrued in local currency

Advances, deposits, advance [ent and other prepayments

Advance taxation (payments less provisions)

Branch adjustment accounl

Receivable against ATM lransactions

Receivable under home remittances

Mark to market gain on fon rard foreign exchange contracts

Acceptances

Others

Less: Credit loss allowance held against other assets 15.1

15.1 Credit loss allowance held against other assets

Profit / relurn accrued in local currency 15.1.1

15.1.1 Movement in credit loss allowance held against other assets

Opening balance

lmpact of adoption of IFRS-g

Charge for the year

Reversals

Amount written off

Closing balance

16 CONTINGENT ASSETS

There were no contingent assets of the Bank as at December 3,t , 2024 (2023: Nil)+lr

7,249,755

1,233,908

25,135

370,000

603,064

19.762

1 ,612,699

656,662

9,550,867

492,OO7

156,568

1,499,978

12,874

247,841

1,584,439

414,895

11 ,770,985

(75,125\

13,959,469

1 1,695,860 13,959,469

7 5.125

87,483

(12,358)

7 5.125

2024 2023

Rupees in thousands



Note 2024 2023

Rupees in thousands

11,594,493 2,175,473

1 1,594,493 2175/73

48.422.293 25.8'13,546

48,422,293 25,813,546

17 BILLS PAYABLE

.I8 DUE TO FINANCIAL INSTITUTIONS

ln Pakistan

Outside Pakistan

ln Pakistan

Outsrde Pakistan

18.'l Particulars of due to financial institutions with

respect to currencies

ln local currency

ln foreign currencies

18.2 Details of due to financial institutions - Secured / unsecured

Secured

With the State Bank of Pakistan

Musharaka under lslamic Export Refinance Scheme (IERS)

lnvestment under lslamic Long Term Financing Facility (ILTFF)

lnvestment under lslamic Temporary Economic Refinance

Facility (ITERF) for Plant and Machinery

lnvestment under lslamic Refinance Scheme for Payment

of Wages and Salaries (IRSPWS)

lnvestment under lslamic Retinance Facility for

Combating COVID-19 (IRFCC)

lnvestment under lslamic Financing Facility for

Renewable Energy (IFRE)

lnvestment under Shariah Compliant Open Market Operations

Unsecured

Musharaka arrangements with financial institutions

Musharaka arrangements wath other institution

Overdrawn nostro accounts

+1v

48,422,293 25,813,546

48,422,293 25,813.546

18.2.3

18.2.4

18.2.4

'18 2.1 3.005,721

1,712,675

35.237,500

201,O34

3,633,293

'1,929,943

15,562,500

202.153

1.855.531 4.166204

337,356

6.O72,476

319,453

48.422,293 25,813,546

18 2.s

18 2.6

36



18.2.1 These Musharaka arrangements are on a profit and loss sharing basis maturing between February 25, 2025 to June 28,
2025 12023: January 14,2024 lo June 27 , 2025) and are secured against demand promissory notes executed in favour of
the SBP. A limit of Rs. 3,696 million (2023: Rs. 3,696 million) has been allocated to the Bank by SBP under lslamic Export
Refinance Scheme.

18.2 2 These arrangements are on a profit and loss sharing basis maturing between June 09, 2O3O to September 05, 2032
(2023: June 09, 2030 to September 05 2032).

18.2.3

'18.2.3.1 The bank has measured borrowing from State Bank of Pakistan on account of ITERF at fair value in line with the BPRD
Circular Letter No. 16 of 2024. The financial effect of this results in writing down the ITERF borrowing Rs 564.395 miltion.

18.2.4

'r8.2.5 This represents Musharaka anangements with banks carrying profit at expected rates ranging from ii.2,o/o lo 13.65% per
annum (2023: 14o/o lo 22.9oo/o per annum) and having maturity ti January 31, 2025.

These Musharaka are on profit and loss sharing basis. Under the arrangement, a limit of Rs. 5OO million (2023: Rs. 5OO
million) has been allocated to the Bank by the Karandaaz

18.2.6

2024 2023

ln local
currency

In local
currency

ln foreign
currencies Total ln foreign

currencies Total

Customers

Current deposits

Savings deposits

Term deposits

Others

Financial lnstitutions

Current deposits

Savings deposits

Term deposits

56,768,093

79,933.904

42,577,032

5,062,483

2,896,728

't,723,078

1,O40,7 41

59,664,821

81,656,982

43,6'17 ,773

5,062,483

Rupees in thousands

53,016,118

68,322,860

48,983,635

6,893,851

3,273.892

1 ,473.7U

1,859,723

56,290,010

69,796,644

50,843,358

6,893,85'l

1U,U1,512 5,660,547 190,002,059 177.2't6,4U 6,607,399 183,823,863

383,026

'18,718,496

5,000

383,026

'18,718,496

5,000

19,106,522 19,106,522 20,636,092 203 20.636,295

203,448,034 5,660,547 209,108,581 197,852,556 6,607,602 204360JsA

193,668

18,265.424

2,177,OO0

193,87'r

't8,265,424

2,177.OOO

+tr

These anangements are on a proftt and loss sharing basis maturing between April 22, 2025 lo September Ol, 2033 (2023:
August 11 2024 to September 01, 2033).

These arrangements are on a profit and loss sharing basis maturing between March 01, 2025 to March 2g 2og4 (2023:
September 30,2025 to March 16, 2029).

.I9 DEPOSITS AND OTHER ACCOUNTS



2024 2023

Rupees in lhousands

19.I

19.2

Composition of deposits

lndividuals

Governmeni (Federal and Provincial)

Public Sector Entities

Banking Companies

Non-Banking Financial lnstitutions

Private Sector

Outstanding amount at the start of the period

Addition during the period

Disposed off during the period

Payment of lease liability against right of use asset

Unwinding of lease liability against right of use asset

Outstanding amount at the end of the period

20.1 LiabilitiesOutstanding

Not later than one year

Later than one year and upto live years

Over five years

Total at the year end

+'tr

73,077,318

9,100,655

8,950,850

24,809

19,081,713

98,873,236

59,950,126

17,208,367

6,368,121

564

20,635,731

100,297,249

209,108,581 204,460,158

This includes deposits eligible to be covered under takaful arrangements amounting to Rs. 113,266.588 million (2023: Rs
'104,96 1.642 million).

2024 2023

Rupees in thousands

20 LEASE LIABILITIES

2,636,096

971,449

(19,747)

(942,581)

373,045

2,488,775

628.268

(28,376)

(761,903)

309,332

3.018.262 2,636,096

618,661 495.967

1,935,201 1,625,009

464,400 515,120

3,O18,262 2,636,096



Note

21.1

'15

3,361,903

12,948

't,283,573

3,114,456

'16,600

897,263

943,847

,572

1,584,439

45,040

23,238

906,994

72,423

205,318

31 6,'t 16

1,212,583

2024 2023

Rupees in thousands

21 OTHER LIABILITIES

Prolil / retum payable in local currencl

Profit / return payable in foreign currencies

Accrued expenses

Current taxation (provision less payments)

Unearned income

Acceptances

Advance receipl against lslamic tinancing and related assets

Charity fund balance

Security deposits against ljarah financing

Withholding tax, Federal Excise Duty and olher payable

Mark to market loss on forward foreign exchange contracts

Credit loss allowance against off-balance sheet obligations

Workers Welfare Fund

Others

21.'l

Additions during the year

- Received from customers against late payment

- Divadend purification amount

- Charaty against other Non-Shariah compliant income

- Prolit on charity savlng account

Charity paid during the year

- Welfare

- Health

- Education

Closing balance
+1r

21.2.3

21.2.4

170,974

'I,612,699

56,669

26.310

809,538

45,334

114,359

84,271

507,635

1,167,780

9,253,993 9,432,889

It includes Rs. '128.049 million (2023: Rs. 167.819 million) in respect of proflt / return accrued on Musharaka with SBP
under lslamic Export Retinance Scheme and Rs 98.110 million (2023: Rs 42.131 million) in respect of return accrued on
acceptances from the SBP under various lslamic Relinance Schemes.

Note 2024 2023

Rupees in thousands

21.2 Reconciliation of charity fund balance

Opening balance 23,238 12,119

23.269

1 ,303

24.572

8,000

'11.000

2,500

21 ,500

451

14

801

26,619

7 .200

7,300

'1 ,000

15,500

26,310

21.2.1

23,238



21.2.1 Charity was paid to the following institutions:

Aziz Jehan Begum Trusl for the Blind

Family Welfare Society

lndus Hospital

lnfaq MemorialTrust

Mind Organization

Saleem Memorial Trust Hospilal

Saylanl Welfare Trust

The Citizens Foundation

The Lahore Hospilal Welfare Society

Akhuwat Foundalion

Sindh lnstitute of Urology & Transplantation

Shifa Tameer e Millat University

Shaukat Khanam Memorial Cancer Hospital

Pakistan Children Heart Foundation

Faizan Global Relief Foundalion

Edhi Foundation

Progressive Education Network

21.2.2

Charge for the year

Reversals

Amount written

Closing

21.2.4

2024 2023

Rupees in thousands

1,000

1,000

1 ,500
'1,000

500

4,000

4,000

1,000

500

1,000

1,000

'1,500

1,000

300

4,000

4,500

'l ,000

500

700

1,500

500

1,500

500

1,000

1,000

1,000

21,500

6,596

6,596

15,500

Charity was not paid to any staff of the Bank or to any individual / organisation in which a Director or his spouse had any
interest at any time during the year.

Note 2024 2023

Rupees in thousands2'1.2.3 Credit loss allowance against off-balance sheet obligations

Opening

lmpact of adoption of IFRS-9 77,675

33

84,271

The Supreme Court of Pakistan, vade its order dated November 10, 2016, held that the amendments introduced by the
Federal Government for the levy of Workers Welfare Fund (V\n/vF) were not laMul. The Federal Board of Revenue has
flled review petitions against this order, which are currently pending.

ln light of these developments and the pending review petitions, the.iudgment may not currently be treated as conclusive
Accordingly, the Bank has maintained its provision in respect of VVWF.

SHARE CAPITAL

22.1 Authorisedcapital

2024 2023 2024 2023

Number of shares Rupees in thousands

.ar1v
2,000,000,000 2,000,000,000 Ordinary shares of Rs. '10/- each 20,000,000 20,000,000



22.2 lssued, subscribed and paid up capital

2024 2023
Number of shares Ordinary shares

Fully paid in cash

1 ,555,000,000 1 ,555,000,000 Balance at beginning of the year

_.1,s!!,099,099_ _.1_E!!p99p99-

23.3 The Bank's shares are 1O0 Yo (2023
Directors.

Statutory reserves

Surplus / (deficit) arising on revaluation of

- Property and equipment

- Securities measured at FVOCI-Debt

24.'l Surplus on revaluation of property and equipment - net of tax

Surplus on revaluation of property and equipment as January O1

Recognised during the year

Realised on disposal during the year - net of deferred tax
Related deferred tax liability on surplus realised on disposals

Transferred to unappropriated proflt in respect of incremental

depreciation charged during the year - net of deferred tax
Related deferred tax liabilily on incrementat

depreciation charged during the year

Surplus on revaluation of fixed assets as at December 31

Less: Related deferred tax liability on:

revalualion as at January 0'l

opening liability remeasurement

recognised during the year

surplus realised on disposal during the year

incremental depreciation charged during the year

lssued during the year

Barance at end oflhe year ___-1-9,5!9,0q!_ ___8899,09q_

100%) held by MCB Bank Limited (MCB) - the parent company and its nominee

2024 2023

Rupees in thousands

2,276,220 1,428,486

Slatutory reserve represents amount set aside as per the requirements of section 21 of the Banking Companies
Ordinance, '1962.

Note 2024 2023

Rupees in thousands
24 SURPLUS / (DEFICIT) ON REVALUATION OF ASSETS. NET OF TAX

24.1

24.2

24.',|

24.2

557,927

2,206,s',t6

(99,326)

(1,147,388)

2,764,443 1,480,108

562,283

917 ,825

(es,730)

(449,734\

(1,246,714 (545 ,464)
1 ,517,729 934,644

562,283

(2,0e1)

2,265

(2,221\

(2,13s)
557 .927 562,283

95,730

5,861

(2,265)

85,881

11,984

(2,135)

(99,326) (e5,730)

458,601 466.553

41Y

23.1

2024 2023
Rupees in thousands

15,550,000 15,550,000

Deferred tax on surplus / (deflcit) on revaluation of;

- Property and equipment

- Securities measured at FVOCI-Debt

23 RESERVES

coo,bJV



Note 2021 2023

Rupees in thousands24.2 Surplus / (deficit) on revaluation of securities measured at FVOCI

- net of tax

Securities measured at FVOCI- Debt

Sukuks

Related deferred tax (liability) / asset

CONTINGENCIES AND COMMIT IENTS

Guarantees

Commitments

Other contingent liabilities

25.1 Guarantees:

Performance guarantees

Other guarantees

Documentary credits and short-term lrade-related transactions

Letters of credit

Commitments in respect of;

Forward foreign exchange contracts

Commitmenls for acquisition of:

lntangible assets

Fixed assets

Other commitments

25.2.1 Commitments in respect of forward foreign exchange contracts

2,206,516
(1,147,388)

1.059,128 468,091

25.2

'16,337,475

34,480,690

'1,090,328

60,170,677 51,908,493

26,352,135

32,704,291

1,',t14,251

11 ,U7.516

14,704,619

6,930,799

9,406,676

26,352,135'16,337,475

14,443,462 14,814,708

14,993,231 17,780,26525.2.1

2s.2.2.1

312,828

155,336

390,605

366,865

2,799 ,434 1 ,',t28 ,247

32.7U,291 ____qt9!.990

Purchase

Sale

9,344.17 5

5,649,056

10.514,065

7,266.200

25,2.2 OtherCommitments

Commitments to erlend flnancing

14.993.231 17.780265

2,799,434 1,128,247

25.2.2.1 These represent commitments that are irrevocable because they cannot be withdrawn at the discretion ol the Bank
without the risk of incurring significant penalty or expense.

25.2.2.2 Othet than those stated above, the Bank makes commitment(s) to extend credit in the normal course of business
including related parties but these being revocable commilments do not attract any penalty or expense if the facility is

unilaterally withdrawn.

+1Y

25.2 Commitments:

917,825
1449,734)



25.3 Other contingent liabilities

25.3.1 Claims against the Bank not acknowledged as debt ---:lJ-!251 
-L,999!3!-

This includes claim by third parties against the Bank, amounting to Rs. 425.820 million (December 31,2023: Rs. 425.g20
million) which is being contested in the Court of law. The suit has been disposed off by the Court vide Order dated May
10,20'19 wherein the slatus quo has been ordered to be maintained with respect to bank guaranlee and the matter has
been referred to arbitration with the consent of the parties. However the Bank has not received any ofiicial notice to
attend the arbatration proceedings lill date.

ln addition to the above, this includes claim by different parties against the bank amounting to Rs. 688.431 mi ion
(December 31, 2023: Rs. 664.508 million) which is pending before the court. Based on legai advice and / or internat
assessments, management is confident that the matters will be decided in the Bank's favour and the possibility of any
adverse outcome is remote. Accordingly, no provision has been made in these financial statements.

The Punjab Revenue Authority has issued an order under The Punjab Sales Tax on Services Act,2012, resulting in an
arbitrary aggregate demand of Rs. 177.57 million (2023: Rs. 240.54 million). The Bank's appeals beiore the
Commissioner lnland Revenue Appeals are pending adjudication. The managemenl is confident that the aforementioned
demand will be nullified by the appellate authorities. As a result, no provision has been recognized against this demand.

25.3.2

26 PROFIT / RETURN EARNED

Financings

lnvestments in

- Financialassets measured at amortised cost

- Financial assets measured at fair value through OCI

- Financial assets measured at fair value through p&L

l\4usharaka arrangements with fi nancial institulions

Deposits with linancial institutions

IFRS I adjustment for staff loan-notional

Financial assets measured at amortised cost

Financial assets measured at fair value through OCI

Financial assets measured at fair value through p&L

PROFIT / RETURN EXPENSEO

27.1

Note 2024 2023

Rupees in thousands

17,677,258 15,786.964

6,650,79'l

20,875,795

1,160

5,221,798

14,290,267

3 399

27,527,746

445,944

1,670

222,036

19,515,464

604,304

35,534

24,997,699

20,875,795

1,160

21,648,600

14.290,267

3 399
45,874,654 35,

24,009,882
1,363,198

2,156,200
28,439

373,045

3,371

16,555,193

804,749

I ,046,327
40,790

309,332

2,212
27,934,135

373,045

27,56'1,090

'1 8,758,603

309.332

18,449,271

Profit expensed calculated using effective profit rate method
Other financial liabilities

27.1

27,934,135 18,758,603

26.1 Profit / return earned recorded on financial assets measured at:

Deposits and other accounts
Musharaka and other arrangements with the State Bank of pakistan

[,'lusharaka arrangements with other {lnancial institutions
lVusharaka arrangements with other institulions
Unwinding of lease liability against rightof-use assets
Deferred bonus

2024 2023

Rupees in thousands

45,874,654 35,942,266

qr



27.2 ljarah of lvustalir meeting lhe criteria prescribed by IFRS '16 "Leases" are presented as on-balance sheet item

Note 2024 2023

Rupees in thousandsFEE & COMMISSION INCOME

Branch banking customer fees

Consumer finance related fees

Card related fees

Credit related fees

Digital banking fees

Commission on trade

Commission on guaranlees

Commission on cash management

Commission on remittances including home remittances

Commission on banca takaful

Locker rent

Others

29 cAtN / (LOSS) ON SECURTTTES _ NET

Realised gain

Unrealased - Reclassilication due lo business model and Sppl assessment

Unrealised - Measured at FVPL

29.1 Realised loss gain - net on:

Federal Government Securities - Sukuk certificates

Shares

30 OTHER INCOME

Rent on property

Gain on sale of fixed assets - net

Fees and charges recovered

Gain on conversion of ljarah agreements

Gain on termination of lease liability againsl right-of-use assets

Commission on arrangement with financial institutions

+1Y

23,355

17,248

332,840

61,838

92,372

194,280

86,335

32,519

47,O43

42,233

24,227

1,499

23,511

10,153

220,043

18,066

65,346

'185,731

82,717

40,549

36,538

34,755

23,163

a to

955,789 741,288

317,630

(8,867)

(4,181)

13,47529.1

4, 18'r

304,582

317.630

I /,OCO

113

13,362

13,475

22,863

15,O42

I,762

7,804

235,245

120

't,112

9,341

21,391

6,319

191 ,537

290.716

317,630

229,820



Total compensation expense

Property expense

Rent and taxes

Takafulexpenses

Utilities cost

Security (including guards)

Repair and maintenance (including janitorial charges)

Depreciation on right-of-use assets

Depreciation

Other opercting expenses

Directors' fees and allowances

Remuneration to Shariah Board

Legal and professional charges

Takaful expenses

Fee and subscription

Outsourced services costs

Travelling and conveyance

Repair and maintenance of vehicles

NIFT clearing charges

Brokerage, commission and bank charges

Depreciation

Training and development

Postage and courier charges

Communication

Stationery and printing

Marketing, advertisement and publicity

Auditors' remuneration

Entertainment

Others

Note

31.2

31.s

1 3.1

39.2

37 .1

2024 2023

Rupees in thousands

114,'174

48,114

417.608

51 1,032

290,535

631,479

427,530

430,153

s5,659

3,143

198,467

178,573

196 289

2,440,472 1,840,796

53,662

38,041

271 ,121

408,558

225,5'18

527,299

335,513

/ J, /OJ

2,620

128,954

187,463

'154 102

1,062,284 882.415

1,824.104 760

___19p91I9!_ ____1,39!?99_

Total cost for the year included in other operating expenses relating to outsourced activities is Rs. 46.097 million (2023:
Rs. 3'1.904 million). Out of this cost, Rs.42.684 million (2023: Rs.28.166 million) pertains to companies incorporated in
Pakistan and Rs. 3.413 million (2023: Rs. 3.738 million) perlains to companies incorporated outside pakistan. This
includes paymenls other than outsourced services costs, which are disclosed above. Outsourcing shall have the same
meaning as specilled in Annexure-l of BPRD Circular No. 06 of 2017..,ttt.

16,600

15,646

7 4,703

206.992

5,O17

211 ,O81

246,501

6,53'1

43,841

52,804

24,125

19,54'1

57,445

174,294

190,854

156,795

23,093

'103,086

195,155 't21 o02

31.1

31 OPERATING EXPENSES

lnformation technology expenses

Soflware mainlenance

Hardware mainlenance

Takaful expenses

Depreciation

Amortisation

Network charges

31 .4

4,737,605 3,449,298

8,076
'13,312

42,385

147,675

3,391

176,700

174,584

8,532

31 ,814

53,485

20,625

15,089

41,341

89,194

146,750

33,535

13,478

76,792



31.2 Total compensation expense

Managerial Remuneration

i) Fixed

ii) Variable

a) Cash awards

b) Accrual for staff bonus

Contribution to detined contribution plan

Rent and house maintenance

Utilities

Medical

Conveyance and fuel

Special allowances

Leave encashmenl

Sales commission

Staff takaful

Sign-on Bonus

IFRS 9 adjustment for staff loan-notional

Others

31.3 Sign-on bonus has been given to 4 employees during the year.

31.4 AuditoB'remuneration

Audit fee

Fee for interim review

Fee for other statutory certifications

Tax services

Sales tax on services

Out-of-pocket expenses

Note 2024 2023

Rupees in thousands

1 ,620 ,262 1 ,292,081

1 ,038

798,57'l

98,076

656,249

143,747

44,857

564,002

429,993

633

498,733

76,171

s07,982

112,200

38,020

449,950

351,061

40,809

1 '16,382

715

222,036

868 994

4,737.605 3,449.298

23,099

95,309

3,065

5,500

2,000

3,000

9,000

950

2,U3

23,093

z.oo t

1 .047

1,917

6,000

582

1 ,265

31.5 ljarah of Nlusta'jir meeting the criteria prescribed by IFRS 16 "Leases" are presented as on-balance sheet item.

+1r

13,478



Note 2024 2023

Rupees in thousands

3,291

32 OTHER CHARGES

Penalties imposed by the Slate Bank of Pakistan

33 CREOIT LOSS ALLOWANCE & WRITE OFFS - NET

Credit loss allowance against cash and balances with treasury banks

Credit loss allowance / Provision against lslamic financing and related assets

Credit loss allowance against due from financial institulions

Credit loss allowance against balances with olher banks

Credit loss allowance against off balance sheet obligations

Credit loss allowance against general prcvision

Bad debls written ofi directly

Recovery of written off / charged off bad debts

Credit loss allowance against Other Assets

34 TAXATION

Current

Prior years

Deferred

34.1 Relationship between tax expense and accounting profit

Profit before taxation

Tax at the applicable rate

Tax on profit

Efiect ot

- permanent differences

- rate difference

- super tax @ 'lOYo (2023

- others

10%)

Tax charge for the year

41 ,672

6.1

10.10

(1 ,607)

268,890 704.O77

(7e0)

6,596

282,294

(36)

(12,358)

(70)

542,989 704,OO7

3,291

9,108,333

44o/o

41 ,672

5,1 71 ,016 5,328,998

149,402

(64,197)(301,355)

4,869,661 5,414,203

14

34.1.1

'10.567,538

39%

4,007,667 4,12',t.340

't ,777

(63,991)

910.833

13,375

91,910

(5,318)

't,056,754

't49,5',t7

861,994 1.292.863

4.869.661 5.414.203

34.1.1 The income lax rate has been enhanced trom 39o/o lo 44o/o lot lhe yeat 2024 vide tncome Tax (Amendment) Ordinance,
2024.

tlr



35 BASIC AND DILUTED EARNING PER SHARE

Profit after taxation

Weighted average number of ordinary shares

35.'t

36 CASH AND CASH EQUIVALENTS

Cash and balances with treasury banks

Balances with other banks

Overdrawn nostro accounts

37 STAFF STRENGTH

Permanent

On Bank contract

Bank's own staff strength at end of the year

37.1

2024 2023

Rupees in thousands

5,153,335

Number of shares - in
thousands

Diluted earnings per share has not been presented separately as the Bank does not have any converlible instruments in
issue at the reporting dates.

1,555,000 1,555,000

Rupees

2.726 3.314

2024 2023

Rupees in thousands

Note

6

7

18.2

18,114,511

962,093

19,529,055

2,803,425

19,076,604 22.332.480

2024 2023

2.233

411

1 ,794

338

38

In addition to the above, 396 (2023; 3oo) employees of oulsourcing services companies were assigned to the Bank as althe end of the year to perform servicesother than guarding and janit,orial services. All of these emplo-yees were working withthe Bank domestically in current and prior year.

OEFINED CONTRIBUTION PLAN

The Bank operates an approved contributory provident fund fo|l,648 (2023: 1,374) emptoyees. Equat monthly contributionsare made both by lhe Bank and its permanent employees to the Fund at the rate oi g.ggx ot the basic salaries of
:T!19y":" However, an employee has an option to increase his / her contribution uplo 15% but the Bank will slil contribute
8.33% of the employee,s basic salary.

2.644 2.132

2024 2023

Rupees in thousands

98,334

101,183

76,403

78,630

199,517 1s5.033

Basic / diluted earnlng per share - after tax

Contribution made by the Bank

Contribution made by the employees
+tr

4,238.672

Num bers
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2024
Fair Value

117 722.341

661,133
118.383.47 4

28,212.727

1,384.447

8,787,315

5,509,671

117.722.341

661,133
118,383.47 4

2A,212.727

1 ,384.447

8,686,214

5,522,929

2023

Total

117,722.U1

661,133
114,383,474

24.212,727

1,384.447

8,686,214

5,522,929

Level 1 Level 2 Leyel 3
Rupees in thousands

On-balance sheet financial instruments
Financial assets measured at fair value

lnvestments

Federal Government Securities
Shares
Non-Government Securities

Financial assets - disclosed
but not measured at fair value

Falr value of non-financial assets
Operating fixed assets

(land and building)

Off-balance sheet financial
instruments measured at fair value

Foreign exchange contracts purchase
Foreign exchange contracts sale

lnvestments

Federal Government Securities

Shares

Non-Government Securities

Financial assets - disclosed
but not measured at fair value

lnvestments

Fair value of non-financial assets

Operating fixed assets

(land and building)

Off-balance sheet fl nancial instruments
Foreign exchange contracts purchase

Foreign exchange contracts sale

Fair Value
Carrying value

95,563,982

96,327 .372

36,216.930

10.407,558

7.116,7A7

Total

95.563.982

763,390

96,327 ,372

36.216,930

1.3U322

10.407,558

7,116,787

Level 1 Level 2 Level 3

Rupees in thousands

95,563,982

763,390

36,216,930

't,384.422

10,5'14.065

7,266,200

The Bank's policy is to recognise tlansfers into and out of the different fair value hierarchy levels at the date the event or change
in circumstances that caused the transfer occurred. There were no transfers between leveis 1. 2 and 3 dunng the year4-1y

Carrying value

lnvestments

On-balance sheet financial instruments
Financial assets measured at fair value

763,390

1.384.422
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43 CAPITAL ADEQUACY, LEVERAGE RATIO & LIQUIDITY REQUIREMENTS

Minimum Capital Requirement (MCR):

Paid-up capital (net of losses)

Capital Adequacy Ratio (CAR):

Eligible Common Equity Tier 1 (CET .t) Capitat

Eligible Additional Tier 1 (ADT .t) Capitat

Total Eligible Tier 1 Capitat

Eligible Tier 2 Capitat

Total Eligible Capital (Tier 1 + Tier 2)

Risk Weighted Assets (RWAS)

Credit Risk

Market Risk

Operational Risk

Total

Common Equity Tier 1 CapitalAdequacy Ratio

Tier 1 Capltal Adequacy Ratio

Total Capital Adequacy Ratio

Ratio
Year End December 3,1

2024 2023

Rupees in thousands

22,152,057 19,673j22

23,384,189

23,384.189

2,665,336

20,568,762

20,568,762

1 ,477 ,595

26,049,525 22,046,357

91,808,522

5,243,153

30,094,034

57,578,085

4,124,65

20,957 ,292

127145,709 92,660,042:

18.39% 22.200/a

18.39% 22.200/0

20.490/a 23.790/a

Statutory minimum capital requirement and Capital Adequacy Ratio (CAR)

The capital adequacy ratio of the Bank was subiect to the Basel lll capital adequacy guidelines stipulated by the stale Bankof Pakislan through its BPRD circular N9t 96 of 2013 dated August 15, 2013. These instructions were effective fromDecember 31 , 20 r 3 in a phased manner with fufi imprementalion intelndeo by oecember 31. 2019.

Phase-in arrangement and full implementation of the minlmum capital requirements:

2013 2014 2015 2016 2017 2018 2019

lcer
ADT-1

Tier 1

T:tal capital 
I

r"o]ai capitar prus cce I

5.OOo/o

1.50%

6.50%

10.00%

ovo

10.00%

5.50%

1.500/0

7.O00/o

10.00%

ovo

10.00%

6.00%

1 .50o/o

7.50o/o

10.00%

o25%

10.25%

6.00%

1 .50%

7.50%

10.oo%

0.65%

10.65%

6.00%

1.500/0

7.500/

10.00%

1.2750/0

11.27 so/o

6.00%

1.50vo

7.50%

'10.000/o

L900/o

11.90./.

6.00%

1.50%

7.50yo

10.00%

2.so%

12.50./o

_ 
* Capital Conservation Buffer (CCB) Consisting of CETI only*1Y



SBP vide its BPRD Circular Letter No. 12 of 2O2o dated March 26, 2O2O has reduced the Capital Conservation Buffer (CCB)
lrom 2.5oo/o to 1.50%. The Minimum Capital Requirement of the Bank stands at Rs.1o Billion at the respective reporling
dates and is in compliance with the required capital adequacy ratio including CCB (11.50% of the risk-weighted assets).
Banking operations are categorized as either trading book or banking book and risk-weighted assets are determined
according to specified requirements of the State Bank of Pakistan that seek to reflect the varying levels of risk attached to
assets and off-balance sheet exposures. The total risk-weighted exposures comprise of the ,edit risk, market risk and
operational risk.

The Bank has adopted Standardized Approach to measure credit risk regulatory capital charge in compliance with Basel-lll
requirements. The Bank measures and manages Market Risk by using conventional mithods i.e. notional amounts,
sensitivity and combinations of various limits. Beslde conventional methods, the Bank also uses VaR (Value at Risk)
technique for market risk assessment of positions assumed by its Treasury and FX Group. ln-house based solutions areused for calculating mark to market value of positions and generating VaR (value at risk) and sensitavity numbers.
Thresholds for different positions are established to compare thi expected losses al a given confidence levet and over a
specified time horizon. Currently, the Bank as reporting operational risk capital charge unde; Basic lndicator Approach (BlA).

Leverage Ratio (LR):

ln order to avoid bualding-up excessive on and off-balance sheet leverage in the banking system, monitoring of Leverage
Ratio is an place as per SBp darectives with the fo owing objectives:

- constrain the build-up of leverage in the banking sector which can damage the broader financial system and theeconomy: and
- reinforce the risk based requirements with an easy to understand and a non-risk based measure.

A minimum Tier 1 reverage ratio of 3% has been prescribed both at soro and consoridated rever

2024 2023
Rupees in thousands

Leverage Ratio (LR):

Eligible Tier-l Capitat
Total Exposures
Leverage Ratio

Liquidity Coverage Ratio (LCR):
Total High Quality Liquid Assets
Total Net Cash Oumow
Liquidity Coverage Ratio

Net Stable Funding Ratio (NSFR)

Net Stable Funding Ratio (NSFR):
Total Available Stable Funding
Total Required Stable Funding
Net Stable Funding Ratio

41Y

23,384,189

340,543,011
20,568,762

283.260,917
6.870/0 7.26%

Liquidity Coverage Rario (LCR)

The objective of Liquidity coverage Ratio (LcR) is to ensure short-term resllience of the liquidity risk profile of the bank byensuring availability of adequate High Quality Liquid Assets to survive a significant .tru". .""n"rio r"'"ii"ft", 30 calendardays. LCR should be kept above 1OO% as per SBp guidelines.

115,376.414

84,363,737
84,205,536

50,600,287
136.76% 166.410/o

2024 2023
Rupees in thousands

196,834,500

138,624,310
175.630,548

121 ,O97 .477
141.99% 145.03%

2024 2023
Rupees in thousands

The. objective. of Net stable Funding Ratio (NSFR) is-to reduce funding risk over a longer time horizon by requiring banks tofund th-eir activities with sufficiently stable sources of funding on ongoing basis. BankJ are required to ,iaini"in rusrn or atleast 100% as per SBp guidelines.



The full disclosures on the "CAPITAL ADEouAcY, LEVERAGE RATTO & L|QUtDtTy REQUtREMENTS. as per SBp
instructions issued from time to time are available at https://www.mcbislamicbank.com/investor-relalions/financial-
reports/fi nancial-rep o s-2024 I

44 RISK MANAGEMENT

43.1

Keeping 
'n 

view dynamics of internal and external environment, the bank regularly reviews and updates policy manuals /frameworks and procedures in accordance with domestic regulatory environment and international standards.

The Bank execules its risk strategy and undertakes controlled risk-taking aclivities within its risk management frameworkand Annual Risk Appetite and strategy document. The Board of Directors and its relevant 
"orril"", l.e. the RiskManagement & Portfolio Review committee (RM & PRc), the senior managemenl and ils relevant committees, i.e. theManagemenl Finance committee (MFc), Asset Liability committee (ALco), erc., are responsible to ensure formulalion andimplementation of a comprehensive Risk Managemeni Framework. ihe framework comoi""" l"ir p"iil"r, procedures andprocess designs with broad oversight and is supported by an efflcient monitoring mechanism across the aanI to ensure tnatrisks are kept within an acceptable level.

The.Bank ensures that not only the relevanl risks are identilled but their implications are also considered and the basisprovided for managing and measuring the risks. Through lnternal control units, the Bank ensures that effective controls arein place to mitigate each of the identified risks.

Independent from business groups, chief Risk officer reports functionally to the Risk Management & portfolio ReviewCommittee (RM & PRC) and administrativety lo the presid;nti the Rtvt & pRC convenes ,egrlJ. r"eiing. ; evatuate theBank's risk and portfolio concentrations. The Risk Management Group performs the following-criticar funaiins:

Optimizing risureturn in a controlled manner

Establishing clear responsibility and accountability

Establishing independent and properly resourced risk management function
Promoting open risk culture

Adopting international best practaces in risk management

Credit Risk Managemenl (including Credit Risk Review & Control)
Market Risk Management

Liquidity Risk Management

Operational Risk Management

Cyber Security Risk Management

Fraud Risk Management

credit risk arises from our dealings with individuals, corporate clients, financial institutions, sovereigns etc. The Bank isexposed to credit risk through its financing and investment activities. lt stems from the Bank,s both, on ino ott-ortance sn"etactivities credit risk makes up the largest part of the Bank's exposure. purpose of credit nisr r,,l"nal"rlit function is toidentify, measure' manage, monitor-and miligate credit risk. organizational structure of this function eisures pre and post-tacto management of credil risk. while, credit Review functio; provides pre-fact evaluation of counterparties, lhe creditRisk control (cRC) performs post-fact evaluation of financing facilities and revaews clients, performance on an ongoing

The Bank has adopted standardized Approach to measure credit risk regutatory capital charge in compliance with Basel-lllrequirements. The approach mainly takes inlo account the assessment ;f exte;nat credit .ri^g ;g;";L.. ln ltne with sBpguidelines on lnternal credil Risk Rating Syslems, the Bank has developed rating systemi 
"-rd "tt 

it" corporate andcommercial financing customers are internally rated. The Bank is in the process ot cinfinuousty improving the system andbringing it in line with the Basel framework requiremenls.q1Y

44.1 Credit Risk

l]:1 is an inherenl part of banking business activitles. The risk management framework and governance structure at theMcB lslamic Bank Limited helps to matigate and counler any foresieable risk in its various tines ol business. Risk
awareness forms an integral parl of strategic and operational activities of risk managemenl. Through its risk management
policy the Bank sets the best course of action to counter uncertainty by identifying, prioritizing. miliga'iing and monitoring rjsk
issues, with the goal of enhancing shareholders' value. Bank's risk management structure is based on the following fiveguiding principles while conforming to the prescribed Shari,ah guidetines:



ln compliance to State Bank of Pakistan instructions, the bank has developed an indigenous model to calculate score of an obligor
based on trade based money laundering risk during the year. The model covers varaous risk parameters to assess risk. The bank also
has in place a scoring model to capture environmental risk.

Ongoing administration of the credit portfolio is an essential part of the credit proc€ss that suppons and controls extension and
maintenance of credit. The Bank's Credit Risk Control, being an independent function from the business and operalions group, ts
responsible for performing the following activities:

Credit disbursement authorization:

Collateral coverage and monitoring:

Compliance of loan covenants/ terms of approval,

Maintenance/ custody of collateral and security documentation

Credit Risk Monitoring is based on a comprehensive reporting lramework. Continuous monitoring of lhe credit portfolio and the risks
attached thereto are carried out at different levels including businesses, Audit & Risk Assets Review, Credit Risk Control, Credit Risk
l!!anagement Division, etc.

To ensure a prudent distributaon of asset portfolio, the Bank manages its financing and investment activities within an appropriate
limits framework Per party exposure limit is maintaaned in accordance with SBP Prudential Regulataon R-1 .

Stress Testinq

Credit Risk stress testing is a regular exercise. Bank's all credit exposures including funded and non-funded facilities are subject to
stress test. This exercise is conducted on a qua(erly basis through assigning shocks to all assets of the Bank and assessing its
resulting affect on capital adequacy inline with SBP requirements.

The Bank is regularly conducling assessments of the financing portfolio, with robust post disbursement review mechanism to identity
borrowers most likely to be affected in the challenging business and economic environment. Bank is confident that it has more than
sutficient risk bearing capacity to with-stand these difficult tames.

Particulars of Bank's significant on-balance sheet and off-balance sheet credit risk in various sectors are analysed as follows

i14.1.1 Oue from financlal instilutions

Credit risk by publlc / private soctor

Gross Placements Non-performing
Credit Loss

Allowance Held

2024 2023

2,000,000 2,500,000

2024 2023
Rupees in thousands

Private

t1v 2,000,000 2,500,000

ln order to manage the Bank's credit risk, following policies and proc€dures are in place:

- lndividuals who take or manage risks clearly undeGtand them in order to protect the Bank from avoidable risks:

- Credit facility or material change to the credit facility is allowed subject to credit reviewi

- Approval and review process is reviewed by RM&PRC and intemal audit;

As a part of credit assessment ths Bank uses an intemal rating framework as well as the ratings assigned by the external credit rating
agencies, wherever available.

The Bank creates speciflc provision against Non- Performing Financings (NPFs) in accordance with the Prudential Regulations and
other directives issued by the SBP and charged to the profit and loss account. Provisions are held against identifled as well as
unidentified losses. Provisions against unidentified losses include general provision against consumer, small entities and micro
financings made in accordance with the requirements of the Prudential Regulations issued by SBP on financings.

2024 2023



44.1.2 lnvestment in debt securities

Credit risk by industry sector

Power (electricity), Gas, Water, Sanitary

Financial including government securities

2024 2023 2024 2023

146,596,201 132.544.302

146.596.201 132.544,302

145,935,068 131,780,912

661 133 390

146,596,201 132.544.302

Gross Financing Non-performing
Credit Loss

Allowance Held

2024 2023 2024 2023

Rupegs in thousands

Gross lnvestments Non-performing
Credit Loss

Allowance Held

2024 2023
Rup€ss ln thousands

44.1.3 lslamic tinancing and related assets

Credit risk by industry sector

Agriculture, Forestry, Hunting and Fishing

Textile

Chemical and Pharmaceuticals

Cement

Sugar

Footwear and Leather garments

Automobile and transportation equipment

Electronics and electrical appliances

Construction

Po\iver (electricity), Gas, Watet. Sanitation

Wholesale and Retail Trade

Transport, Storage and Communication

Financial

lnsurance

Services

Food, Beverages, Tobacco and personal products

?apet

Steel

Shipbreaking

Oil Retinery

Plastic

lndividuals

Manufacturing
Others

Credit risk by public / private sector

23.024 3?,024 12,611

164.251 46,550 1,706 94

373.973 190,752 11.611

104,970 90,415 41,788 34,629

s81,521

991,242

217.202

991,242

581,521

991.242

127.708

582,819

Public / Government

Private

Public / Government

Pnvate

2024 2023

745,113

10,509,212

6,864,826

4,120,539

12,032,494

2,749

11,296

921,0-14

1 .524,512

8.807,849

4.632,372

222,557

16.050,949

16,284,169

11,1 18,864

3,005,697

3,787,374

991,242

2,000,000

8.257,265

a,27A,205

72A,409

1 ,225,441

9,258,838

1,604,892

3,416.601

4,630,534

424,411

680,546

2,271.548

1,47'1,093

1,s29,607

35,152,510

23,746

3,175.251

8,207,927

4'10

3,259,655

991,242

1.522,733

9.907,524

1,093,s80

787.487702 996

122599703 90.635.616 2.588,556 1957,808 1.930.779 745.250

209,084

122.390,619

35,418.168

55,217.448 2,588,556 1,957,808 1,930,779

59 275 77.523

745.250

4r 122,599,703 90 635.616 2,588,556 1,957,808 1,930,779 7 45 250

Credit risk by public / private sector

290,300 307,100 290,300



44.1.4 Contingencies and Commitments

Credit risk by industry sector
2024 2023
Rupees in thousands

Agricullure, Forestry, Hunting and Fishing

Textile
Chemical and Pharmaceuticals

Cement
Sugar
Footwear and Leather garments

Aulomobile and transportation equipment

Electronics and electrical appliances

Conslruction
Power (eleclricity), Gas, Water, Sanitation

Wholesale and Retail Trade

Transport, Storage and Communication

Financial

Glassware
lnsurance

Services
Food, Beverages and Tobacco

Paper

Steel
Shipbreaking
Oil Refinery
Plastic

lndividuals

Shipyard
Manufacturing
Others

Credit risk by public / private sector

51,524

3,972,083
3,317,927

250,174
1,849,302

6,852
'1,913,558

1,437,252
7,520,134
1 ,006,274
5,257,777

62,517
232,557
146,991

211 ,059
2,861,168

3,301,965
415,738

466,874

1,497,973

368,730
6,559,87s

481.045

7,190,8,14

78.750
4923U
119,127

2.441.565
795,428

67,164
1,989,754

19,429

1 ,571,O22
5.886

617 ,627
313,875
838,918

44.020,851 32,706.250

6,990,080
2,652.052

53,111

3,044,183
32,469
2,200

1 ,770,852
8,384

438,301
'l,099,995

904,302

Public / Government

Private

449.277

43,571,5'14

1.302,798

31,403,452
44.O20,851 32,706.250

44.1.5 Concentration of lslamic financing and related assets

The bank top 1 O exposures on the basis of total (funded and non-funded exposures) aggregated to Rs 51,581 00'l million

(2023: Rs.46,592.736 million) are as following:

2024 2023
Rupees ln thousands

Funded 40.810,869 39,097,850

Non Funded 10,770,132 7,494,886

rotal Exposure ---1.'5q!9L ---f,q9?J!9-
The sanctioned limits against these lop 1o exposures aggregated to Rs. 53,560 million (2023: Rs. 58,632 million)

Total funded classified therein
2024 2023

Amount Amou nt

Rupees in thousands

Provision
held

Provision
held

+1Y-

OAEM
Substandard
Doubtful
Loss
Total



Utilization

Oisbursements
Pu nja b Sind h

KPK
including Balochistan lslamabad

FATA

AJK
including

Gilgit-
Baltistan

Punjab

Sindh

KPK including FATA

Balochistan
lslamabad

AJK including

Gilgit-Baltistan
Total

Rupees in thousands

626,994,807 420,880,149 178,571,929 486,562 42,293 26,977,956 35,918

2023

417,367,050
'180,671,258

4U.076
45.571

28,395,504

31,348

416,225,894

3,O27,170

23,651

2,879
't,595,712

4,839

935,889

177,632,389

3,651

44,737

439,304

44

1.523

39,041

1,685 26,795,586

2.694 23,815

Province / Region Utilization

Oisbursements
Punjab Sind h

KPK
including Balochistan lslamabad

FATA

AJK
including

Gilgit.
Baltistan

Punjab

Sandh

KPK including FATA

Balochistan

lslamabad

AJK including

Gilgit-Baltistan
Total

Rupees in thousands

535,880,386 389,913,399 123 678.052 487 222 82,725 21,678,920 40,068

384,156,928

125,356,627

510,171

71.473

25 741,905

43,282

382.472,277

3,095,089

51,490

7,084

4,279,149

8,310

'1,433.494

122,237,557
't,755

5,246

61,026

421 528

5,076

18,065

57 ,344
2,240

177 ,821

5.916

27 ,626
1,799

21A55,UA

9,910

7 .234

7.772

25,062

44.2 Market Risk

Market Risk arises from changes in market rates such as Profit / Yield Rates, Foreign Exchange Rates, Equity Prices, and /
or commodity prices as well as their correlations and volatilities resultang in a loss to earnings and capital. The Bank is
exposed to market risk primarily through its trading activities, which are centered in Treasury and FX Group.

The Bank's irarket Risk Management structure consists of Risk Management & Portfolio Review Committee (RM&PRC) of
the Board, Management Finance Committee of management and ALCO. There is an independent Market Risk Management
Division reporting directly to Group Head Risk Management. Market Risk is an independent risk management function that
works in close partnership with the business segments to identiiy and monitor market risks throughout the Bank and to
deflne market risk policies and procedures. Market Risk seeks to facilitate efflcient risureturn decisions reduce volatility in
operating performance and provide transparency into the Bank's market risk profile for senior management, the Board of
Directors and regulators Market risk authority, including both approval of market risk limits and approval of market nsks is
vested in the ALCO.

The Bank measures and manages Market Risk by using conventional methods i.e. notional amounts, sensitivity and
combinations of various limits Bank has established a specific Market Risk Limit Policy provrding guideline for assuming
controlled market rask, its monitoring and management.

Beside conventional methods, the Bank also uses VaR (Value at Risk) technique for market nsk assessment of positions
assumed by its treasury and capital market groups. ln-house based solutions are used for calculating mark to market value
of positions and generating VaR (value at risk) and sensitivity numbers Thresholds for different positions are established to
compare the expected losses at a given confidence level and over a specified time horizon.

+1Y

44.'1.6 lslamic financing and related assets - Province / Region - wise Disbursement & Utilization

2024
Province / Region

154,430

8,656
16.590

6,096

2,999

3,008

4,668

ln line with regulatory requirements, the Bank has clearly defined, in its Risk Management policy, the positions which shall
be subject to market risk. The definition covers the accounting classifications as well as positions booked by different
business groups under "Available for Sale" category The assets subject to trading book treatment are frequently, mostly on
daily basis, valued and actively managed. The positions which do not fulflll the criteria of Trading book falls under the
Banking Book and are treated as per SBP requirements.



44.2.1 Balance sheet split by trading and banking books

2024 2023

Banking book Trading book Total Banking book
Trading

book
Total

Rupees in thousands
Cash and balances with

treasury banks

Balances with other banks

Due from financial institutions

lnvestments

lslamic financing and related
assets

Property and equipment

Right-of-use of assets

lntangible assets

Deferred tax assets

Other assets

18,114,51'l
oa, noa

2,000,000

28,212,727 118,383,474

119,353,143

5,191,117

2,355,818
1,044,088

30,797

119,353, 143

5,191,1',t7

2,355,818

1,044,088

30,797

11,695,860

18,1'14.511

962,093

2,000,000
'146,596,201

19.529,055

2.7 48.279

2,500,000

132,544.302

89,347.415

3,755,402

2,027 .791
532,846

19,529,055

2,748,279

2,500,000

36,216,930 96,327,372

49,u7,415
3,755,402
2,027 .791

532,846

11 695 860 14 014 o t5 14,O14,615

188.960.154 1',18.383,474 307.343,628 '170,672,333 96,327,372 266,999,705

44.2.2 Forcign Exchange Risk

Foreign exchange risk exposes the bank to changes in the values of cunent holdangs and future cash flows denominated in

currencies other than home currency due to the exchange rate fluctuation and volatility. The types of instruments exposed to
this risk include forejgn currency-denominated flnancing, foreign currency-denominated deposits, future cash flows in foreign

currencies arising from foreign exchange transactions, etc.

The core objective of foreign exchange risk management is to ensure the foreign exchange exposure of the Bank remains

within defined risk appetite and insulate the Bank against undue losses that may arise due to volatile movements in foreign

exchange rates or Profit rates.

2024

Net foreign
currency
exposure

Foreign
Currency
Assets

Foreign
Currency
Liabilities

Off-balance
sheet items

Rupees in thousands

united States Dollar

Great Britain Pound Sterling

Euro

Japanese Yen

Other currencies

United States Dollar

Great Britain Pound Sterling

Euro

Japanese Yen

Other currencies

qY

2,138,915

u4.911
451,532

1,331

80,175

4,782.611

819,694

449,102

18

16

2,560,196
489,588

87 ,O25

(83,500)

14,805

89,455

1 ,313
80,159

3,016,864 6,051,441 3,136,809 102,232

2023

Net toreign
currency
exposure

Foreig n
Currency
Liabilities

Off-balance
sheet items

2,725,356
943,654
4A5,123

18,729

133,031

Rupees in thousands

6,164,761 3,328,297

936,224

481,996
1-rc)

(1 11,108)

7.430

3,127

18,550

133,031

A framework of stress testing, scenario analysis and reverse stress tests of both banking and trading books as per SBP
guidelines is also in place. The results of the stress tests are reviewed by senior management and also reported to the SBP.

Foreig n
Currency

Assets

4,305,893 7,583,160 3.328,297 51,030



2024 2023

Trading
book

Rupees in thousands

lmpact of 1% change in foreign exchange rates on

- Profit and loss account 1,022 510

44.2.3 Equity position risk

Bank's proprietary posilions in the equity instruments expose it to the equity price risk in its trading and banking books.

Equity price risk is managed by applying trading limit, scrip-wise and portfolio wise nominal limats. VaR analysis and stress

testing of the equity portfolio are also performed and reported to senior management. The stress test for equity price risk

assesses the impact of the fall in the stock market index using internal based assumptions.

2024 2023

Banking
book

Trading
book

Banking
book

Banking
book

Rupees in thousands

lmpact of 5% change in equity prices on

- Profit and loss account

- Other comprehensive income

44.2.4 Yield / Profit Rate Risk in the Banking Book ' Basel ll Specific

yield rate sensitivity position for on-balance sheet instruments is based on the earlier of contractual re-pricing or maturity

date and for off-balance sheet inslrumenls is based on settlement date. Yield risk occurs when there is a mismatch

between positions, which are subject to prorit rate alterations within a particular time period. The Bank's linancing,

placement and investment activities give rise to profit rate risk. The effect of changes in profit rate is on the Bank's

income, and resultant impact is on the Bank's net worth.

profit rate risk is primarily managed by monitoring the rate sensitive gaps and by having the pre-approved limits for

repricing buckets. ALCO is the supervising body for adherence with these, complemented by the monatoring of sensitivity

of the Bank's financial assets and liabilities to various scenarios.

2024 2023

Banking
book

Trading
book

Trading
book

Rupees in thousands

lmpact of 1% change in profit rates on

- Profit and loss account

Banking
book

Trading
book

-4-1Y
121.976 361 ,476 94.935 280,530

Trading
book

Banking
book
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44.3 Operational Risk

Operational risk is the risk of loss resulting from inadequate or failed internal processes, people, and systems or from eternal
events. This definition includes legal rasks but excludes strategic and reputational risks.

The Bank's operational risk management framework, as laid down in the operational risk policy, duly approved by the Board of
Directors (BOD), is flexible enough to amplement in stages and permits the overall risk management approach to evolve in the
light of organizational learning and the future needs of the Bank. Operational loss events are reviewed and appropriate
corrective actions are taken on an ongoang basis, including measures to improve control procedures with respect to design and

operative effectiveness.

An independent Operational Risk Management Function has also been established within the Risk Management Group, as per

the requirements of SBP Basel Framework and in line with the international best practice. This function is responsible to ensure

that management of operational risk in the Bank is carried out in accordance with the bank's approved policies and frameworks.

Operational Risk Management helps the Bank understand risks and improve mitigating controls so as to minimize operational

risks that are inherent an almost all areas of the Bank. Going forward, the Bank will further strengthen its risk function, policies

and procedures to facilitate its operations and improve quality of assets to safeguard interest of depositors.

The key elements in the operational risk management process are

Risk ldentification & Assessment

Risk Monitoring & Reporting

Risk Control & Mitigation

Operational Risk identification at the Bank is based on utilization of diversifled tools including but not limited to internal and

external loss / controt breach / near mtss incidents data collection, process reviews, internal / external audit / regulatory

inspection observations, expert judgment and self-assessment etc. Sinc€ scope of operational risk spreads across different

functions of the bank, roles and responsibilities regarding operational risk management also spread across all the groups in the

bank. Governance structure involved in management ofoperational risk is as follows:

Board of Directors

Risk Management and Portfolio Review Committee (RM&PRC)

President

Risk Management Group (RMG)

All Business and Support GrouPs

Based on the analysis of operational risks through maintenance of operational risk database, a periodic reporting of operational

losses and significant risk events is being done for review of RMAPRC on quarterly basis. The strong control environment

encompasses documented policies / procedures and systems in all key areas aS etfective risk mitigation tools

The Bank is focusing on the following risk mitigation tools

Business Continuity Management / Disaster Recovery Planning

Takaful

Outsourcing

Continuous monitoring oI the effectiveness of mitigants has been ensured through regular compliance reviews and

independent validation by lnternal/ External Audit inspections.

Operational risk covers a broad range of risks and is useful to sub-divide operational risk into two main categories i.e. lnternal

Risks and External Risks.

Operational risk event types are further divided into seven types which are as under:

lnternal Fraud

External Fraud

Damage to Physical Assets

Execution, delivery and proc€ss management

Business disruption and system failure

Employment practices and workplace safety

Clients, products and business practices

ir



Operational RBk-Disclosurss Basel ll Specific

Since the Bank currently being at infancy stage, is using Basic lndicator Approach (BlA) for allocation of capital charge for

operational risk as the comer stone of capital allocation under advanc€d approaches ol Basel ll is the historical time series of
operational loss data.

Operational loss data pertaining to key risk events is also collected on bank-wide basis. Periodic review and analysis will be
prepared for senior management and Risk Management and Portfolio Review Committee (Rl\r&PRC) of the Board. Such

reports will cover the significant risk events with root cause analysis and recommendations for further improvements.

Business Continuity Planning & Health, Safety & Environment:

A comprehensive Business Continuity Plan is in place whereby all Branches & Head Otfice funciions have develop€d their

Alternate Sites which will be operational in case of emergency.

We have established minimum safety standards that all businesses, offices and branches of the Bank must adhere to and

encourages all employees to promote the safety of their fellow employees and customers.

Fraud Risk Management:

Fraud Risk Management Division has been formed under Risk management group to ensure appropriate protection of flnancial

and reputational interest of the bank and core responsibilities are:

Compliance on SBP directives for policies, procedures and internal / elternal reporting

24,? Monitoring of Oigital Banking & Alternate Delivery Channel (ADC) transactions

Fraud training awareness.

Handling frauds related complaints and their resolution as per sBP directives including FDTH affairs.

lnformation Technology Security:

An jndependent lT Security divisaon is in place to counter cyber security threats. However, this is a dynamic area and the bank

is in the process of acquiring more solutions & implementing more controls. Broadly speaking, lT Security covers the following

main areas in acaordance with Board approved policy:

- lmplement information security policy and associated process and controls
- lmplement Access and Authentication controls
- Periodically conduct access review oI privilege users.

- Periodically conduct Risk Assessment of critical information assets
- periodically conduct internal / external vulnerability assessment and penetration testing of critical information assets.

- lnformation / cyber security awareness to be created amongst staff members

- lncident response and lesson learned.
- Continuous communication to stakeholders
- Continuous improvement

Shari'ah Non Compliance Risk (SNCR):

The Bank is fu y acquainted with SNCR and its potential implications on the reputation and business of the Bank. Therefore the

Bank shall take adequate measures to address SNCR and ensure conformity of its operations with Shari'ah principles.

ln addition to the Shari'ah Compliance Oepartment, exclusively overseeing SNCR risk, the RM&PRC and senior management

shall also play their role in monitoring the same.

All Shari'ah non-compliance events and transactions are reported to Shari'ah Non Complianc€ Risk Management Committee

(SNCRMC), RM&PRC and BOD on quarterly basis by Shari'ah Compliance Department (SCD)'

44.4 Llquidity Risk

Liquidity risk is the potential for loss to the Bank arising from either its inability to meet its obligations or to fund increases in

assets is they fall due without incuning an unacceptable cost. The Bank's Board of Directors sets Bank's policy for managing

liquidity risk and entrusts accountability for supervision of the implementation of this strategy to senior management Senior

management exercises its responsabilities for managing market & liquidity risk through various committees including the Asset &

Liabilit Management Committee (ALCO). Treasury department manages the Bank's liquidity position on a daily basis The

Bank'j main approach of managing the liquidity risk is to make certain that it will always have adequate liquidity to meet its

liabilities when they are due in normal and stressed scenarios without incurring any untoward expenditure or risking reputational

harm. ALCO monitors the maintenance of liquidity ratios, deposito/s concentration both in terms ot the overall funding mix and

avoidance of undue reliance on large individual deposits. Regular liquidity stress testing is conducted under a variety of

scenarios covering both normal and more severe market conditions. There is an Asset Liability Management Framework in

place for focused handling of Liquidity. This framework also ancorporates early waming indicators

*1t-
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Features, risks and rewards of each pool are given below:

1 General Pool

The Bank manages one general pool for its depositors' (Rabbul Mal) maintaining deposits under Mudaraba in both local and

foreign currencies and also commingled its equity in this pool. The income (gross income less direct expenses) generated from

the pool is distributed between Bank's equity and depositors'fund in propo(ion to their respective share in the pool. Under the

l\rudaraba mechanism, the income so distributed to depositors'fund is shared between the Bank (Mudarib) and depositors'
(Rabbul Mal) according to the pre-agreed profit sharing ratios and assigned weightages.

The deposits and funds accepted under the General Pool are deployed to diversified sectors and avenues of the economy /
business mainly to 'Agriculture, Forestry & Fishing', 'Textile & Allied', 'Food & Allied', 'Distribution & Trade', 'lnvestment in

Government of Pakistan ljarah Sukuk', etc.

Parameters associated with risk and rewards

Following are the consideralion attached wilh risk and reward of general pool

Period, return, safety, security and liquidity of investment.

Financing proposals under process at various stages and tikely to be extended in the near future.

Expected amount of procurement of deposit during coming days as a result of conc€rled marketing efforts of the Bank

Element of risk attached to various types of investments.

SBP rules and Shari'ah clearance.

2 lslamic Export Refinance Scheme (IERS) Musharaka Pool

The Bank manages IERS Musharaka Pool for funds accepted from SBP under IERS. Under the PLS mechanism, the Bank

generates revenues from the pool funds which are shared with the SBP accordang to the pre-agreed proflt sharing ratios.

Musharaka investments from the SBP under IERS are channeled towards the export sector of the economy and other flnancings

as per SBP guidelines.

3 Treasury Musharaka / Mudaraba Pools

The Bank accepts funds from other banks to manage its liquidaty under Musharaka / Mudaraba mode. The funds accepted are

tagged to remunerative assets having maturity on or after the period for which funds are accepted. The revenue generated from

the pool asset is shared between the bank and other member of lhe pool according to pre-agreed profit sharing ratios or assigned

weightages accordingly.

4 Special Musharaka Pool

5 Equity Pool

The Equity Pool consists of Bank's equity and funds accepted on Oard (non-remunerative current deposit account) basis. The

funds of this pool are invested in various assets or ventures which are higher in risk or having longer funding period. ln addition to

that all staff flnancings are financed by this pool. The risk of assets in the pool is borne by the Bank.

+1Y

45 PROFTT / (LOSS) DTSTRTBUTTON TO DEPOSTTORS' ANO SPECTFTC POOLS

45.1 The Bank is maintaining the following types of pools for profit declaration and distribution:

I General Pool

2 IERS Musharaka Pool

3 Treasury Musharaka / Mudaraba Pools

4 Special Musharaka Pool

5 Equity Pool

The Bank also accepts funds / deposits (other than Banks) under Musharaka mode. The comingled funds under this arrangement

are deployed in remunerative assets as per the terms of agreement. The revenue generated from these assets are then shared

as per pre-agreed proflt sharing ratio.



Charging of expenses

Direct expenses are being charged to respective pools, while indirect expenses such as general and administrative expenses are
being borne by the Bank as Mudarib. No provision expense is charged to the pool unless it is written off. The direct expenses
charged to the pool may include depreciation ot liarah assets, premium amortization on Sukuk, impairment losses due to physical

damages to specific assets in pools etc. However, this is not an exhaustive list: the Bank's pool management framework and the
respective pool creation memo may identify and specify these and any other samilar expenses to be charged to the pool

45.2 Following are the detail of prolit distribution among different pool maintained by the Bank;

2024

Pool Oescription

Profit Rate &
weightage

announcement
period

Profit
Sharing Ratio

of Mudarib

Profit Rate
Earned

Mudarib
Fee

Profit Rate
distributed

General
Hiba

Amount of
General

Hiba

Rupees in
thousands

Monthly 19 83 50.00 9,501,883 13.34

Monthly 18.51 16.93

%v" %

Rupees in
thousands

'19.13 2,247,684

lslamic Export Reflnance
(IERS) Pool

Treasury Musharaka/
Mudaraba Pool

As required 19 03

Special Musharaka Pool
Monthly / As

required
20.03

Equity Pool Monthly 13.76

17 59

18.15

2023

Pool Description

Profit Rate I
weightage

announcement
period

Protit Rate
Earned

Profit
Sharing Ratio

of Mudarib

Mudarib
Fee

Profit Rate
distributed

General
Hiba

Amount of
General

Hiba

Rupees in
thousands

Rupees in
thousands

14.53 1,281,698General pool Monthly 20.38

lslamic Export Refinance
(IERS) Pool

Monthly 16 95

Treasury Musharaka/
Mudaraba Pool

50.00 7.540.7M 11 68

14 56

'! 4.98

Monthly/ As
requared

16.81Special Musharaka Pool

,r1r
Equity Pool Monthly 15.06

14 54

General pool

As required 17 04



GENERAL

46.1 TRUST ACTIVITIES

The Bank undertakes trustee and other fiduciary activities that result in the holding or placing of assets on behalf of individuals and

other organisations. These are not assets of the Bank and, therefore, a.e not included as such in these financial statements. Assets

held under trust in lnvestor Portfolio Securities Accounts (lPS) accounts are shown in the table below:

Government of Pakistan ljarah Sukkuk (Face Value)

2024

Rupeqs in thousands

Number of IPS
Accounts

Amount
Number of IPS

Accounts
Amount

lnsurance Companies

Pension & Employee Funds

2

2

810,000

193,000

14

4

1.010,000

176,100

Total 4 1,003,000 18 '1 ,186,100

46.2 Figures have been rounded off to the nearest thousand of Pakistani Rupees unless otherwise stated

46.3 Comparative information has been re-classified and re-arranged in these financial statements wherever necessary to facilitate

comparison and better presentation.

The effect of reclassjfication, rearrangement, restatement in the comparative information presented in these financial statements

due to adoption of new forms for the preparation of annual financial statements as explained in note 2.3 is as follows:

Description oI item

Right-of-use assets

Lease liabilities against right-of-use-assets

Nature

Asset

Liability

From

Property and equipment

Other liabilities

To

Right-of-use assets

Lease liabilities

From

Rs in '000'

2.027.791

2,636,096

46.4 The following corresponding figure has been re-arranged for the purpose of comparison, with other relevant changes in the financial

statements incorporated thereinl

Dec 31,2023
Rupees in
thousands

To

Balance with
other banksBalance wrth [rCB for OTC Transactions

47 DATE OF AUTHORISATION FOR ISSUE

These financial statements were authorised for issue on

"rr1Y

Chief Financia Officer President / Chief Executive
%J,ID

Dl(ector Director

46

Description

Category

2023

55,146 Other Assets

by the Board of Directors of the Bank

Y
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