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Directors' Report
The Directors are pleased to present the Twelfth Annual Report together with the audited financial statements
for the  year ended December 31, 2002.

Al-Hamdolillah, the performance of the Bank during the year remained satisfactory and the operating results
for the year and appropriations are as follows:

Performance Review

During the year under review, the economy of the country showed a very positive growth due to increase in
industrial andagriculture production.Record increase in home remittances fromoverseas Pakistanis enabled
thecountry to achieve a very healthy foreign exchangereserve. Due to the increase in moneysupply,  the State
Bank of Pakistan reduced its discount rate substantially resulting in lower yields on Government securities
thereby affecting the interest margins in the financial sector. Despite the reduced yields,
Al-Hamdolillah the Bank's performance was satisfactory in all spheres of its operation.

Deposits of the Bank were Rs. 34.2 billion as compared to Rs 24.7 billion last year. Advances were Rs. 23.8
billion as compared to Rs. 15.9 billion last year and the foreign trade business showed a substantial increase
from Rs. 52.0 billion in the previous year to Rs. 73.0 billion.

Keeping in view the customer's needs, Bank launched a number of new products such as Online Banking,
Personal and Shopkeepers' Loans and Automated Teller Machines (ATMs) in all major branches. The Bank
has signed an agreement with AB Amro enabling our customers to haveaccess to additional ATMs in over
100 locations across the country.

Pakistan Credit Rating Agency (Pvt) Limited (PACRA) has maintained the ratings which is A for long term
and A1+ for short term, denoting a very high credit quality, low expectation of credit risk and obligations
supported by the highest capacity for timely repayments.

Future Outlook

Low interest rates are expected to continue during the current year with no immediate signs of turnaround.
Furthermore, the current political situation in the Middle East may have an adverse effect on our economy.

(Rupees in '000)

Profit for the year before tax 619,726

Taxation (330,000 )

Profit for the year after tax 289,726

Unappropriated Profit brought forward 1,010

Profit available for Appropriations 290,736

Appropriations:

Transfer to Statutory Reserve 58,000

Proposed - Fully paid Bonus Shares
in the ratio of 25 Ordinary
Shares for every 100 shares held 216,406

(274,406 )

Unappropriated Profit carried forward 16,330

Earnings per share Rs. 3.35
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Branch Network

Audit Committee

Mr. Ali Raza D. Habib Chairman
Mr. Faiz N. Abdulali Member
Mr. Anwar Haji Karim Member
Mr. Salman H. Habib Member

Auditors

(Rs in million)

2002 2001 2000 1999 1998 1997

Total customer deposits 34,240 24,697 17,822 14,113 13,226 13,445
Total advances 23,775 15,902 14,772 10,925 7,564 7,372
Foreign trade business 72,929 52,073 38,614 26,525 20,270 19,768
Profit before tax 619 551 403 373 445 443
Profit after tax 290 246 153 153 203 198
Shareholders' Equity 1,822 1,532 1,322 1,169 1,016 851
Earnings per share (Rs) 3.35 2.84 2.12 3.05 5.35 6.05
Cash Dividend (%) - 5 - - 10 20
Stock Dividend (%) 25 20 20 20 32 15
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The Audit Committee has recommended the re-appointment of Messrs Hyder Bhimji & Company, Chartered 
Accountants, as auditors of the Bank for the ensuing year.

The present Auditors Messrs. Hyder Bhimji & Company, Chartered Accountants, retire and being eligible offer 
themselves for re-appointment.

Statement on Corporate and Financial Reporting Framework

1.	 The financial statements, prepared by the Bank, present fairly its state of affairs, the result of its 
operations, cash flows and changes in equity.

2.	 Proper books of account of the Bank have been maintained.

3.	 Appropriate accounting policies have been consistently applied in preparation of the financial state-
ments, changes if any, have been adequately disclosed and accounting estimates are based on 
reasonable and prudent judgment.

4.	 International Accounting Standards, as applicable in Pakistan, have been followed in preparation of 
financial statements and departure therefrom if any, has been adequately disclosed.	

5.	 The system of internal control is sound in design and has been effectively implemented and monitored.

6.	 There are no doubts upon the company's ability to continue as a going concern.	

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

Key operating and financial data for last six years is summarized below:

However, the Bank will Insha-Allah continue its efforts in introducing new products and will be continuously 
working on various avenues to maintain a satisfactory growth.

The Audit Committee of the Bank comprises of the following members:

During the year the Bank opened 16 new branches all over the country, increasing its branch network to 57. 
Inshallah, the Bank will continue its plan to further extend the network of branches during the current year.



Rs. '000

Provident Fund 72,132
Gratuity Fund 19,452

Name of Director Total Number of Number of meetings
Board Meetings attended

Mr. Ali Raza D. Habib 4 3
Mr. Abbas D. Habib 4 4
Mr. Faiz N. Abdulali 4 3
Mr. Qumail R. Habib 4 4
Mr. Anwar Haji Karim 4 4
Mr. Tariq Iqbal Khan 4 2
Mr. Murtaza H. Habib 4 4
Mr. Syed Mazhar Abbas 4 3
Mr. Hasnain A. Habib 4 4
Mr. Salman H. habib 4 3
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10.	 The pattern of shareholding and additional information regarding pattern of shareholding is given on 
Pages 42 & 43.

11.	 Except as stated below, no trades in the shares of the Bank were carried out by the Directors, CEO, 
CFO, Company Secretary and their spouses and minor children.

Mrs. Sakina Faiz Abdulali w/o	
Mr. Faiz  N. Abulali (Director)	 Sale of shares 	 2,500	 Nos.

Mrs. Zeenat M. Allarakhia w/o	
Mr. Mahmood S. Allarakhia (CFO)	 Sale of shares 	 13,331	 Nos.

General

We are grateful to our customers for their support, to the State Bank of Pakistan for its continued guidance 
and to our foreign and local correspondent banks for their valuable services. We also thank all our staff 
members for their sincere and dedicated services, which enabled the Bank to achieve these results.

On behalf of the Board of Directors	

Ali Raza D. HABIB
Karachi: March 3, 2003	 Chairman

8.	 Value of investments of Provident Fund and Gratuity Fund Schemes for the financial year ended 
December 31, 2002 were as follows:

9.	 During the year 4 board meetings were held and the attendance of the Directors during the year was 
as follows:
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Statement of Compliance with the Code of Corporate Governance
for the year ended December 31, 2002

This statement is being presented to comply with the Code of Corporate Governance contained in Regulation 
No. 37, No. XIII and No. 36 of Listing Regulations of the Karachi Stock Exchange (Guarantee) Limited, Lahore 
Stock Exchange (Guarantee) Limited and Islamabad Stock Exchange (Guarantee) Limited, respectively, for 
the purpose of establishing a framework of good governance, whereby a listed company is managed in 
compliance with the best practices of corporate governance.

The Bank has applied the principles contained in the Code in the following manner:	

1.	 The Bank encourages representation of independent non-executive directors on its Board of Directors. 
At present the Board includes seven (7) independent non-executive directors.	

2.	 The directors have confirmed that none of them is serving as a director in more than ten listed companies, 
including the Bank, except for the nominee director of National Investment Trust (NIT).	

3.	 All the directors of the Bank are registered as taxpayers and none of them has defaulted in payment 
of any loan to a banking company, a DFI or an NBFI or, being a member of a stock exchange, has been 
declared as a defaulter by that stock exchange.

4.	 No casual vacancy occurred in the Board during the year.

5.	 The Bank has prepared a 'Statement of Ethics and Business Practices', which has been signed by all 
the directors and is in the process of being signed by the employees of the Bank.	

6.	 The Bank has developed a vision/mission statement, overall corporate strategy and significant policies 
of the Bank. A complete record of particulars of significant policies along with the dates on which they 
were approved or amended has been maintained.

7.	 All the powers of the Board have been duly exercised and decisions on material transactions, including 
appointment and determination of remuneration and terms and conditions of employment of the CEO 
and other executive directors, have been taken by the Board.

8.	 The meetings of the Board were presided over by the Chairman and, in his absence, by a director 
elected by the Board for this purpose and the Board met at least once in every quarter. Written notices 
of the Board meetings, along with agenda and working papers, were circulated at least seven days 
before the meetings. The minutes of the meetings were appropriately recorded and circulated.	

9.	 Orientation courses for the directors shall be held during the current year to apprise them of their duties 
and responsibilities.

10.	 The directors' report for this year has been prepared in compliance with the requirements of the Code 
and fully describes the salient matters required to be disclosed.

11.	 The financial statements of the Bank were duly endorsed by CEO and CFO before approval of the 
Board.



12. The directors, CEO and executives do not hold any interest in the shares of the Bank other than that
disclosed in the pattern of shareholding.

13. The Bank has complied with all the corporate and financial reporting requirements of the Code.

14. The Board has formed an AuditCommittee comprising of four (4) non-executive directors as members
including the Chairman of the Committee.

15. Audit Committee meetings were held once every quarter. With the implementation of the Code of
Corporate Governance, prior to approval of the interim and final results of the Bank, Audit Committee
meetings were held in August 2002, October 2002 and March 2003. The terms of reference of the
committee have been revised in accordance with the requirement of the Code.

16. The Bankhas aneffective internalaudit division that ismanned by experienced andqualified personnel.
The audit team is conversant with the policies and procedures of theBank and is involved in the internal
audit function on a full time basis.

17. The statutory auditors of the Bankhave confirmedthat theyhave been given a satisfactory rating under
the quality control review programme of the Institute of Chartered Accountants of Pakistan, that they
or any of the partners of the firm, their spouses and minor children do not hold shares of the Bank and
that the firm and all its partners are in compliance with International Federation of Accountants (IFAC)
guidelines on code of ethics as adopted by Institute of Chartered Accountants of Pakistan.

18. The statutory auditors or the persons associated with them have not been appointed to provide other
services except in accordance with listing regulations and the auditors have confirmed that they have
observed IFAC guidelines in this regard.

ALI RAZA D. HABIB
Karachi: March 03, 2003. Chairman
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Auditors' Review Report to the Members on Statement of 
Compliance with Best Practices of Code of Corporate Governance

We have reviewed the Statement of Compliance with the best practices contained in the Code of 
Corporate Governance as applicable to the Bank for the year ended December 31, 2002 prepared by 
the Board of Directors of Bank AL Habib Limited, to comply with the Listing Regulation No. 37 of the 
Karachi Stock Exchange (Guarantee) Limited, No. XIII of the Lahore Stock Exchange (Guarantee) 
Limited and No. 36 of Islamabad Stock Exchange (Guarantee) Limited, where the Bank is listed.	

The responsibility for compliance with the Code of Corporate Governance is that of the Board of
 Directors of the Bank. Our responsibility is to review, to the extent where such compliance can be 
objectively verified whether the Statement of Compliance reflects the status of the Bank's compliance 
with the provisions of the Code of Corporate Governance and report if it does not. A review is limited 
primarily to inquiries of the Bank personnel and review of various documents prepared by the Bank 
to comply with the Code.

As part of the audit of financial statements we are required to obtain an understanding of the accounting 
and internal control systems sufficient to plan the audit and develop an effective audit approach. We 
have not carried out any special review of the internal control system to enable us to express an 
opinion as to whether the Board's statement on internal control covers all controls and the effectiveness 
of such internal controls.

Based on our review, nothing has come to our attention which causes us to believe that the Statement 
of Compliance does not appropriately reflect the Bank's compliance, in all material respects, with the 
best practices contained in the Code of Corporate Governance as applicable to the Bank for the year 
ended December 31, 2002.	

    HYDER BHIMJI & CO.Ê

Karachi: March 3, 2003.  	 Chartered Accountants
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Auditors' Report to the Members
We have audited the annexed Balance Sheet of Bank AL Habib Limited as at December 31, 2002, and the 
related Profit and Loss Account, Cash Flow Statement and Statement of Changes in Equity together with the 
notes forming part thereof (here in after referred to as the 'financial statements') for the year then ended, in 
which are incorporated the unaudited certified returns from the branches except for 6 branches which have 
been audited by us and we state that we have obtained all the information and explanations which, to the best 
of our knowledge and belief were necessary for the purposes of our audit.

It is the responsibility of the Bank's Board of Directors/Management to establish and maintain a system of 
internal control, and prepare and present the financial statements in conformity with approved accounting 
standards and the requirements of the Banking Companies Ordinance, 1962 (LVII of 1962), and the 
Companies Ordinance, 1984 (XLVII of 1984). Our responsibility is to express an opinion on these statements 
based on our audit.

We conducted our audit in accordance with the International Standards on Auditing as applicable in Pakistan. 
These standards require that we plan and perform the audit to obtain reasonable assurance about whether 
the financial statements are free of any material misstatement. An audit includes examining, on a test basis, 
evidence supporting amounts and disclosures in the financial statements. An audit also includes assessing 
accounting policies and significant estimates made by management, as well as, evaluating the overall 
presentation of the financial statements. We believe that our audit provides a reasonable basis for our opinion 
and after due verification, which in case of loans and advances covered more than sixty percent of the total 
loans and advances of the Bank, we report that:

(a)	 in our opinion, proper books of accounts have been kept by the Bank  as required by the Companies 
Ordinance, 1984, (XLVII of 1984), and the returns referred to above received from the branches have 
been found adequate for the purposes of our audit;

(b)	 in our opinion:	

i)	 the Balance Sheet and Profit and Loss Account together with the notes thereon  have been drawn 
up in conformity with the Banking Companies Ordinance, 1962 (LVII of 1962) and the Companies 
Ordinance, 1984 (XLVII of 1984), and are in agreement with the books of account and are further 
in accordance with accounting policies consistently applied except as stated in Note 5.7, with 
which we concur;	

ii)	 the expenditure incurred during the year was for the purpose of the Bank's business; and 	

iii)	 the business conducted, investments made and the expenditure incurred during the year were 
in accordance with the objects of the Bank and the transactions of the Bank which have come 
to our notice have been within the powers of the Bank;

(c)	 in our opinion and to the best of our information and according to the explanations given to us the 
Balance Sheet, Profit and Loss Account, Cash Flow Statement and Statement of Changes in Equity 
together with the notes forming part thereof conform with approved accounting standards as applicable 
in Pakistan, and give the information required by the Banking Companies Ordinance, 1962, (LVII of 
1962), and the Companies Ordinance, 1984, (XLVII of 1984), in the manner so required and give a true 
and fair view of the state of the Bank's affairs as at December 31, 2002, and its true balance of profit, 
its cash flow and changes in equity for the year then ended; and

(d)	 in our opinion, Zakat deductible at source under the Zakat and Ushr Ordinance, 1980, (XVIII of 1980), 
was deducted by the Bank and deposited in the Central Zakat Fund established under section 7 of that 
Ordinance.

Karachi: March 3, 2003. 	     HYDER BHIMJI & CO.Ê
 	 Chartered Accountants



Balance Sheet as at December 31, 2002

2002 2001
Note (Rupees in '000)

ASSETS

Cash and Balances with Treasury Banks 6 3,915,988 3,381,743
Balances with Other Banks 7 409,970 1,445,033
Lendings to Financial Institutions 8 847,948 1,237,399
Investments 9 18,831,336 5,663,953
Advances 10 23,775,283 15,901,919
Other Assets 11 1,014,538 945,612
Operating Fixed Assets 12 642,066 449,572
Deferred Tax Assets Ð000 Ð000

49,437,129 29,025,231
LIABILITIES

Bills Payable 13 979,776 224,935
Borrowings from Financial Institutions 14 10,410,362 1,873,705
Deposits and Other Accounts 15 34,240,158 24,696,787
Other Liabilities 16 557,939 541,008
Deferred Tax Liability 17 657,207 Ð000

46,845,442 27,336,435

Net Assets 2,591,687 1,688,796

REPRESENTED BY :

Share Capital 18 865,625 721,354
Reserves 939,906 809,771
Unappropriated Profit 16,330 1,010

1,821,861 1,532,135
Surplus/(Deficit) on Revaluation of Assets 19 769,826 156,661

2,591,687 1,688,796

CONTINGENCIES AND COMMITMENTS 20

ALI RAZA D. HABIB
Chairman

ANWAR HAJI KARIM
Director

FAIZ N. ABDULALI
Director

ABBAS D. HABIB
Chief Executive and
Managing Director
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The annexed notes 1 to 41 form an integral part of these accounts.



       2002         2001
Note        (Rupees in '000)

Mark-up /Return/Interest Earned 21 2,916,128 2,590,957
Mark-up/Return/Interest Expensed 22 1,975,633 1,806,662

Net Mark-up/Interest Income 940,495 784,295

Provision against non-performing loans and advances 10.3 (118,632) (52,144)
Provision for diminution in the value of investments Ð00 Ð00
Bad Debts written off directly Ð00 Ð00

(118,632) (52,144)
Net Mark-up/Interest Income after provisions 821,863 732,151

NON-MARK-UP/INTEREST INCOME
Fees, Commission and Brokerage Income 248,743 133,183
Dividend Income 26,385 6,105
Income from dealing in foreign currencies 240,648 178,814
Other Income 23 45,808 39,710

Total non-markup/Interest Income 561,584 357,812
1,383,447 1,089,963

NON-MARK-UP/INTEREST EXPENSES

Administrative Expenses 24 759,777 538,779
Other provisions/write offs Ð00 Ð00
Other Charges 25 3,944 178

Total non-markup/Interest expenses (763,721) (538,957)
619,726 551,006

Extra ordinary/unusual items Ð00 Ð00

PROFIT  BEFORE TAXATION 619,726 551,006
Taxation Ð Current 26 330,000 305,000

    ÐPrior years Ð00 Ð00
    ÐDeferred Ð00 Ð00

(330,000) (305,000)
PROFIT AFTER TAXATION 289,726 246,006

Unappropriated Profit  brought forward 1,010 4,843
Profit available for appropriation 290,736 250,849

APPROPRIATIONS

Transfer to:
Statutory Reserve 58,000 49,500
Reserve for Proposed issue of Bonus shares 216,406 144,271
General Reserve Ð00 20,000
Proposed Cash dividend Nil (2001: Re. 0.50) per share Ð00 36,068
Others Ð00 Ð00

(274,406) (249,839)
Unappropriated Profit carried forward 16,330 1,010

Net Earnings per share-Basic and Diluted 27 Rs.   3.35 Rs.   2.84

The annexed notes form an integral part of these accounts.

ALI RAZA D. HABIB
Chairman

ANWAR HAJI KARIM
Director

FAIZ N. ABDULALI
Director

ABBAS D. HABIB
Chief Executive and
Managing Director
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Profit and Loss Account for the year ended December 31, 2002



Share Reserve Statutory Special General Unappro- Total
Capital for issue of Reserve Reserve Reserve priated

Bonus Profit
Shares

Opening Balance Jan 1, 2001 601,128 120,226 349,500 126,500 120,000 4,843 1,322,197

Profit for the year 2001 Ð00 Ð00 Ð00 Ð00 Ð00 246,006 246,006

Transfer to Statutory Reserve Ð00 Ð00 49,500 Ð00 Ð00 (49,500 ) Ð00

Transfer to General Reserve Ð00 Ð00 Ð00 Ð00 20,000 (20,000 ) Ð00

Transfer to Reserve for issue
  of Bonus Shares Ð00 144,271 Ð00 Ð00 Ð00 (144,271 ) Ð00

Proposed Dividend Ð00 Ð00 Ð00 Ð00 Ð00 (36,068 ) (36,068)

Issue of Bonus Shares 120,226 (120,226 ) Ð00 Ð00 Ð00 Ð00 Ð00

Opening Balance as at Jan 1, 2002 721,354 144,271 399,000 126,500 140,000 1,010 1,532,135

Profit for the year 2002 Ð00 Ð00 Ð00 Ð00 Ð00 289,726 289,726

Transfer to Statutory Reserve Ð00 Ð00 58,000 Ð00 Ð00 (58,000 ) Ð00

Transfer to General Reserve Ð00 Ð00 Ð00 Ð00 Ð00 Ð00 Ð00

Transfer to Reserve for issue
  of Bonus Shares Ð00 216,406 Ð00 Ð00 Ð00 (216,406 ) Ð00

Proposed Dividend Ð00 Ð00 Ð00 Ð00 Ð00 Ð00 Ð00

Issue of Bonus Shares 144,271 (144,271 ) Ð00 Ð00 Ð00 Ð00 Ð00

Closing Balance at Dec. 31, 2002 865,625 216,406 457,000 126,500 140,000 16,330 1,821,861

(Rupees in '000)

ALI RAZA D. HABIB
Chairman

ANWAR HAJI KARIM
Director

FAIZ N. ABDULALI
Director

ABBAS D. HABIB
Chief Executive and
Managing Director
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Statement of Changes in Equity for the year ended December 31, 2002



Cash Flow Statement for the

       2002         2001
      (Rupees in '000)

Cash Flow From Operating Activities

Profit before Taxation 619,726 551,006
Less : Dividend Income (26,385) (6,105)

593,341 544,901

Adjustments for Non-Cash Charges:
Depreciation 50,357 38,074
Amortization 7,786 4,417
Provision Against non-performing advances (net) 116,773 52,144
(Gain) on sale of fixed assets (1,026) (6,832)

173,890 87,803

767,231 632,704

(Increase) / Decrease in Operating Assets:
Lendings to financial institutions 389,451 2,846,017
Advances (7,990,137) (1,231,964)
Other Assets (Excluding Advance Taxation) 42,064 (330,184)

(7,558,622) 1,283,869

Increase / (Decrease) in Operating Liabilities:
Bills Payable 754,841 103,857
Borrowings from financial institutions 8,536,657 (2,554,269)
Deposits 9,543,370 6,874,133
Other Liabilities (excluding current taxation) 72,172 23,355

18,907,040 4,447,076
12,115,649 6,363,649

Income tax paid (456,895) (367,175)

Net cash flow from operating activities (Balance Carr ied Forward) 11,658,754 5,996,474

ABBAS D. HABIB
Chief Executive and
Managing Director

ALI RAZA D. HABIB
Chairman
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year ended December 31, 2002

        2002         2001
Note        (Rupees in '000)

Net cash flow from operating activities (Balance Brought Forward) 11,658,754 5,996,474

Cash Flow From Investing Activities
Net Investment in available-for-sale Securities (11,897,010) (4,205,986)
Dividend Income 21,349 4,755
Investments in operating fixed assets (250,786) (198,968)
Sale Proceeds of property and equipment disposed-off 1,176 7,238

Net cash flow from investing activities (12,125,271) (4,392,961)

Cash Flow From Financing Activities

Dividend paid (34,301) (30)

Net cash flow from financing activities (34,301) (30)

(Decrease) / Increase in Cash and Cash Equivalents (500,818) 1,603,483

Cash and Cash Equivalents at the Beginning of the Year 28 4,826,776 3,223,293

Cash and Cash Equivalents at the End of the Year 28 4,325,958 4,826,776

FAIZ N. ABDULALI
Director

ANWAR HAJI KARIM
Director

13
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Notes to the Accounts for the year ended December 31, 2002
1.	 STATUS AND NATURE OF BUSINESS	

The Bank was incorporated in Pakistan on October 15, 1991 as a public limited company under the 
Companies Ordinance 1984, having its registered office in Multan with principal place of business being 
in Karachi. Its shares are listed on all the Stock Exchanges in Pakistan. It is a scheduled bank principally 
engaged in the business of commercial banking with a network of 57 branches operating throughout 
the country.

2.	 BASIS OF PRESENTATION	

In accordance with the directives of the Federal Government regarding the shifting of the banking 
system to Islamic modes, the State Bank of Pakistan has issued various circulars from time to time. 
Permissible forms of trade-related modes of financing include purchase of goods by the banks from their 
customers and immediate resale to them of appropriate portion of mark-up thereon.	

3.	 STATEMENT OF COMPLIANCE	

These accounts have been prepared in accordance with the directives issued by the State Bank of 
Pakistan, the requirements of Banking Companies Ordinance, 1962, Companies Ordinance, 1984 and 
the accounting standards issued by the International Accounting Standards Committee (IASC) and 
interpretations issued by the Standing Interpretations Committee of IASC, as adopted in Pakistan.

4.	 BASIS OF MEASUREMENT		

These accounts have been prepared under the historical cost convention, except for certain invest-
ments which are stated at fair value.

5.	 SIGNIFICANT ACCOUNTING POLICIES	

5.1	 Cash and Cash equivalents		

Cash and cash equivalents comprises of cash and balances with treasury banks and balances 
with other banks.	

5.2	 Revenue Recognition		

Income is recognized on accrual basis, except for commission on letters of credit and guarantees 
which is taken to income account at the time of receipt. Dividend income is recognized when the 
right to receive the dividend is established.	

5.3	 Advances		

Advances are stated net of specific and general provisions for bad and doubtful debts. Specific 
provisions for bad and doubtful debts are determined by the management keeping in view the 
requirements of the Prudential Regulations issued by the State Bank of Pakistan. Advances are 
written off when they are considered irrecoverable.	

5.4	 Investments		

In accordance with the directive of the State Bank of Pakistan issued vide BSD Circular No. 20 
dated August 4, 2000, marketable investments (Government securities, shares of listed compa-
nies and listed term finance certificates) are marked to market. Investments that do not have an 
active market are stated at cost.		

Deficit in the value of investments 'Held for trading' is charged to the profit and loss account 
whereas surplus arising on account of revaluation is shown separately in the balance sheet below 
shareholders equity. Surplus/(Deficit) arising on investments 'Held to maturity' and 'available-for-
sale' is also reported below shareholders equity in 'Surplus/(Deficit) on revaluation of securities'. 
Any permanent impairment in the value of 'available-for-sale' and 'held to maturity' investments are 
charged to profit and loss account.		

Purchase of investments is recognized and recorded using the 'Settlement Date' method of 
accounting.



	5.5	 Repurchase agreements		

The Bank enters into repurchase agreements for spot purchase or sale of securities with a commitment 
of forward sale or repurchase, with the same counterparty. The securities sold under a repurchase 
agreement are included in the investment portfolio and the corresponding amount is reflected under 
Borrowings from Financial Institutions.		

Likewise, securities purchased incase of reverse repo are classified as Lendings to Financial 
Institutions and excluded from investments.	

5.6	 Operating Fixed Assets		

Fixed Assets are stated at cost less accumulated depreciation. Depreciation is charged by using the 
straight line method during the estimated useful life of the assets. Half year's depreciation is charged 
on fixed assets purchased or disposed off during the year. Gain or loss on sale of fixed assets are 
treated as revenue items.		

Maintenance and normal repairs are charged to income as and when incurred while costs incurred on 
renovations are accounted for as deferred cost and written off over a period of five years.			

Capital-work-in-progress is stated at cost till the completion of the project.		

Intangible assets comprise of goodwill and computer software which are stated at cost less 
accumulated amortization. These are being amortized over a period of ten years and two years on 
straight line method respectively.	

5.7	 Taxation		
Current		
Provision for taxation is based on taxable income at the current rates of taxation after taking into 
account applicable exemptions and rebates, as permissible under the Income Tax Ordinance, 2001.		

Deferred		

Deferred tax liability is provided using the balance sheet liability method, providing for temporary 
differences between the carrying amounts of assets and liabilities for financial reporting purposes and 
the amounts used for taxation purposes.		

Deferred tax asset is recognized only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilized. Deferred tax assets are reduced to the extent that 
it is no longer probable that the related tax benefit will be realized in the foreseeable future.			

Changes in Accounting Policy		

Commencing from the current year, the revised International Accounting Standard (IAS) - 12 
"Income Taxes" became applicable for periods beginning on or after January 01, 2002. Hence, 
the Bank now recognises deferred tax liability on surplus arising on revaluation of Federal 
Government and other securities, which is adjusted against the related surplus.			

The above change in accounting policy has resulted in deferred tax liability of Rs. 657.207 million 
with a corresponding decrease in surplus on revaluation of assets. In accordance with the allowed 
alternative treatment prescribed in IAS - 8 "Net Profit or Loss for the Period, Fundamental Errors
and Changes in Accounting Policies", the effect of this change in accounting policy has been 
recognised in the current year.	

5.8	 Staff retirement benefits		

Defined Benefit Plan - Employee Gratuity Fund		

The Bank has defined benefit plan i.e. staff gratuity fund for its regular permanent employees 
administered by the Board of Trustees. Provisions are made in the accounts to cover obligations 
on the basis of valuation as given in Note No. 30.
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2002 2001
(Rupees in '000)

6. CASH AND BALANCES WITH TREASURY BANKS

In hand
Local currency 753,789 461,575
Foreign currency 98,973 129,635

852,762 591,210

With State Bank of Pakistan in:
Local currency current account 6.1 2,505,759 1,660,153
Local currency deposit account

Special Deposit-Institutional Deposits 6.2 Ð00 176,278
Special Deposit-Commodity Operations 6.3 Ð00 105,000

Ð00 281,278

Cash reserve foreign currency deposits 6.4 525,139 788,550

3,030,898 2,729,981

With National Bank of Pakistan in:
Local currency current account 32,328 60,552

3,915,988 3,381,743
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		Defined Contribution Plan - Employee Provident Fund		

The Bank has a defined contribution plan i.e. provident fund for its regular permanent employees, 
administered by the Board of Trustees. Monthly contributions are made both by the Bank and the 
employees to the fund in accordance with the terms of the scheme.		

5.9	 Foreign Currencies		

Assets and liabilities in foreign currencies have been translated into rupees at the rate of exchange 
approximating those ruling at the Balance Sheet date except those covered by forward exchange 
contracts which are converted at contracted rates. Exchange gains and losses have been 
accounted for in the current year's income.	

5.10	 Operating lease		

Lease rentals payable on assets held under operating lease are charged to profit and loss account 
for the year.	

5.11	 Off-Setting		

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



7.1	 This carries mark-up at 5.04% (2001: 7.56%) maturing in October 2003.

7.2	 This carries mark-up at LIBOR less 0.25% to 0.50%

7. BALANCES WITH OTHER BANKS

In Pakistan
In current accounts 101,488 60,489
In deposit accounts 7.1 2,500 2,500

103,988 62,989

Outside Pakistan
In current accounts 103,171 151,965
In deposit accounts 7.2 202,811 1,230,079

305,982 1,382,044

409,970 1,445,033

8. LENDINGS TO FINANCIAL INSTITUTIONS

Call money lendings 8.1 600,000 918,000
Repurchase agreement lendings (Reverse Repo) 8.2 247,948 319,399

847,948 1,237,399

2002 2001
(Rupees in '000)

2002 2001
(Rupees in '000)
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	6.1	 This represents statutory cash reserve maintained under Section 22 of the Banking		
Companies Ordinance, 1962.	

6.2	 This represents special deposit under FE 45 yielding Nil % (2001: 14.65%)	

6.3	 This represents deposit with SBP under commodity operation financing which carried mark-up 
at the rate of Nil % (2001: 11.00%)	

6.4	 This represents statutory cash reserve maintained against foreign currency deposit mobilised 
under FE 25 circular issued by the State Bank of Pakistan and is remunerated at the rate of 
LIBOR less 0.50%.

	8.1	 These are placements carrying mark-up ranging between 9.00% and 11.00%		
(2001: 11.75%).	

8.2	 These carry mark-up rates ranging between 4.00% and 6.50% per annum with maturities upto 
3 months (2001: 12.94%)



9. INVESTMENTS
2002 2001

Held by Given as Total Held by Given as Total
9.1 Investment by types Bank collateral Bank collateral

Available-for-sale securities

Federal Investment Bonds 190,473 Ð00 190,473 531,648 150,000 681,648
Pakistan Investment Bonds 3,466,698 2,811,749 6,278,447 2,488,529 100,000 2,588,529
Treasury Bills 4,541,580 7,108,560 11,650,140 1,456,655 778,995 2,235,650
Term Finance Certificates
  Ð Listed Companies 283,543 Ð00 283,543 79,982 Ð00 79,982
Fully Paid Ordinary Shares
  Ð Listed Companies 260,990 Ð00 260,990 20,401 Ð00 20,401
Fully Paid Ordinary Shares
  Ð Unlisted Companies 35,700 Ð00 35,700 35,700 Ð00 35,700
Certificates of Investments 110,000 Ð00 110,000 Ð00 Ð00 Ð00

8,888,984 9,920,309 18,809,293 4,612,915 1,028,995 5,641,910

Associates
Shares in Listed Company 22,043 Ð00 22,043 22,043 Ð00 22,043

8,911,027 9,920,309 18,831,336 4,634,958 1,028,995 5,663,953

2002 2001

8.3 Securities held as collateral Held by Further Total Held by Further Total
against lending to financial Bank given as Bank given as
Institutions collateral collateral

Treasury Bills 195,637 Ð00 195,637 319,399 Ð00 319,399
Term Finance Certificates 52,311 Ð00 52,311 Ð00 Ð00 Ð00

247,948 Ð00 247,948 319,399 Ð00 319,399

(Rupees in '000)

(Rupees in '000)
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