
8.	 ADVANCES 2009 2008
 
(Rupees in '000)
 

Loans, cash credits, runningfinances, etc. 
In Pakistan 2,198,~431 4,092,~871 
Outside Pakistan 

2,198,843 4,092,787 
Net investment infinance lease 

In Pakistan 
Outside Pakistan _11­

Bills discounted and purchased (excluding treasury bills) 
Payable in Pakistan 
Payable outside Pakistan _11________ 

Advances - gross 2,198,843 4,092,787 
Provision for non-performing advances 8.2 
Advances - net of provision 2,198,843 4,092,787 

8.1 Particulars of advances 

8.1.1 In local currency	 2,198,843 4,092,78,7 
In foreign currencies 

2,198,843 4,092,787 

8.1.2 Short tenn (for upto one year)	 1,592,516 2,776,991 
Long term (for over one year) 606,327 1,315,796 

2,198,843 4,092,787 

8.2 Since there was no non-performing loan, no provision has been made. 

8.3	 Particulars of loans and advances to directors,
 
associated companies, etc.
 

Debts due from directors, executives or officers of the Branch or anyone of them either severally 
or jointly with any other person* 

Balance as at 0 I January 8,420 14,430 
Loans granted during the year 2,298 1,450 
Repayments during the year (3,408) (7,460) 
Balance as at 31 December 7,310 8,420 

* Represent loans given by the Branch to its executives and other employees as per the terms 
of their employment. 

9. OPERATING FIXED ASSETS 

Properties and equipment	 9.1 23,173 17,294 
Intangible assets	 9.2 3,353 2,128 
Capital work in progress	 9.3 810 

27,336 19,422 

r::':
 



9.1 Properties and equipment 
2009 

Cost Accumulated depreciation Net book Rate of 

As at Additions I As at As at Charge for As at value as at depreciation 

I January (disposals) 31 December I .Ianllary the year I 31 December 31 December ("In) 

2009 2009 2009 (on disposal) 2009 2009 
(Rupees in '000)--------------------- ­

Alterations in 31,844 3,462 34,897 31,076 570 31,237 3,660 10% 

leasehold premises (409) (409) 

Building on leasehold 819 SI9 SI9 SI9 5% 

premises 

Furniture and fixtures 5,625	 5,600 4,128 303 4,40S 1,192 10% 

(25)	 (23) 

Computer equipment 35,365 1,273 2S,I60 29,036 2,6S4 23,242 4,918 20% 

(S;47S) (8,47S) 

Electrical equipment 15,696 2,006 16,884 12,276 1,207 12,820 4,064 20% 
(SIS) (663) 

Vehicles	 9,969 7,014 16,983 4,6S9 2,955 7,644 9,339 20% 

99,31S	 13,755 103,343 S2,024 7,719 SO,I70 23,173 
(9,730) (9,573) 

200S 
Cost Accumulated depreciation Net book Rate of 

As at Additions I As at As at Charge for As at value as at depreciation 
I January (disposals) 3' December I January the year I 31 December 31 December % 

200S 200S 2008 (on disposal) 2008 2008 
---------------------------------------------------------(Rupees in '000)-----------------------------------------------------------­

Alterations in 32,383 231 31,844 30,293 1,464 31,076 768 10% 

leasehold premises (770) (681 ) 

Building on leasehold 819 819 819 819 5% 

premises 

Furniture and fixtures 6,259 90 5,625 4,334 424 4,128 1,497 10% 
(724)	 (630) 

Computer equipment 35,259 1,685 35,365 27,983 2,632 29,036 6,329 20%
 

(1,579) (1,579)
 

Electrical equipment 15,729 1,408 15,696 12,687 1,030 12,276 3,420 20%
 
( 1,441) (1,441)
 

Vehicles 9,969	 9,969 2,695 1,994 4,689 5,280 20% 

100,418 3,414 99,318 78,811 7,544 82,024 17,294 
(4,514) (4,33' ) 

9.2	 Intangible assets 

Cost Amortization Net book Rate of 
As at Additions I Asat A. at Charge for As at value as at amortiza tion 

I January (disposals) 31 December I January the year I 31 December 31 December "A. 
(on disposal) 

---------------------(RlIpces in '000) ------ ­
Computer softwares 2009 3,773 2,107 5,7S3 1,645 882 2,430 3,353 20% 

(97)	 (97) 

Computer softwares 2008 2,733 1,0~0 3,773 1,078 567 1,645 2,128 20% 

9.3	 Capital work-in-progress 2009 2008 
(Rupees in '000) 

Advance payment towards purchase ot hxcd assets	 810 

9.4	 Details ofdisposal of assets whose original cost or the book value exceeds Rs. I million or Rs. 250,000 respectively, whichever is less. There is no any 
asset sold to the General Manager or to other executives or to any related party. Particular of assets disposed I deleted during the year are given below: 

Cost Book Sale Mode of Particulars of purchasers 
value price disposal 

------(Rupecs in '000)-----­

Computer equipment 4,950 Written-off Not applicable 
Computer equipment 1,675 Bid Various 
Others (having a book value of less than 

Rs. 250,000 or cost of less than Rs.I,OOO,OOO) 3,202 157 320 Bid Various 
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9.5	 The fair values of properties and equipments as per the manage-ment estimate are not materially 
different from the carrying amounts except for the building on leasehold premises in PECHS whose 
value as per management's estimate is Rs. 70 million. 

9.6	 The costs of fully depreciated and amortized 2009 2008 
assets that are still in use are as follows: (Rupees in '000) 

Alteration in leasehold premises 
Building on leasehold premises 
Furniture, fixture and office equipment 
Computer equipment 
Vehicles 
Intangible assets 

10. DEFERRED TAX ASSETS 

Deferred debits arising in respect of: 

Differences between accounting and tax depreciation 

]1. OTHER ASSETS 

Income / mark-up accrued in local currency 
Income / mark-up accrued in foreign currency 
Current tax (payments less provision) 
Advances, deposits, advance rent and other prepayments 
IJnrealised gain on forward foreign exchange contracts 
Stationery and stamps on hand 
Receivable from defined benefit plan 
Others 

12. BILLS PAYABLE 

In Pakistan 
Outside Pakistan 

13. BORROWINGS 

In Pakistan 
Outside Pakistan 

13.] Particulars of borrowings with respect to currencies 

In local currency 
In foreign currencies 

30,879 27,503 
819 819 

13,298 12,056 
14,998 23,051 
1,251 

667 765 
61,912 64,194 

2,260 1,926 

72,307 207,381 
32 

12,502 
10,455 11,035 

11,082 
442 217 

26.4 12 
85 98 

83,30] 242,347 

2] 6,907 12,559 

216,907 12,559 

80,000 1,116,559 
1,317,725 3,141,792 
1,397,725 4,258,351 

80,000 1,116,559 
1,317,725 3,141,792 
1,397,725 4,258,351 



13.2 Details of borrowings secured / unsecured 2009 2008 
(Rupees in '000) 

Secured 
Repurchase agreement borrowings 
Export Refinance Scheme 

13.2.1 
13.2.2 80,~00 II 941,~591 

80,000 941,559 

Unsecured 
Call borrowings 13.2.3 175,000 
Overdrawn nostro accounts 3,977 
Inter office borrowings 13.2.4 1,313,748 3,141,792 

1,317,725 3,316,792 
1,397,725 4,258,351 

13.2.1	 Repo transactions carried mark-up in the range of 12.6% to 12.9% per annum as at 31 December 
2008 and were payable at maturity. 

13.2.2	 The Branch has entered into agreements with the State Bank of Pakistan (SBP) for extending export 
finance to customers. As per the terms of the agreement, the Branch has granted SBP the right to 
recover the outstanding amount from the Branch at the date of maturity of finances by directly 
debiting the current account maintained by the Branch with SBP. These borrowings are repayable 
latest by March 2010. The rate of finance is 6.5% per annum (2008: Nil). 

13.2.3	 This represents inter-bank call borrowings from other banks as at 31 December 2008, they carried 
markup of 14% and had maturity of upto one month. 

13.2.4	 These borrowings carry mark-up at the rates ranging from 0.5 I% to 1.07% per annum having 
maturity upto six months (2008: 2.65% to ~.25% per annum having maturity upto five months). 

14.	 DEPOSITS AND OTHER ACCOUNTS 

Customers 
Fixed deposits 1,360,100 500, I00 
Savings deposits 115,642 115,471 
Current accounts - remunerative 1,014,421 907,855 
Current accounts - non-remunerative 239,157 186,380 
Margin deposits 1,373 

2,729,320 1,71I, 179 
Financial Institutions 
Remunerative deposits 683 4, 1
Non-remunerative deposits	 10,;291 ! 50 

10,729 4,733 

2,740,049 1,715,912 

14.1	 Particulars of deposits 

In local currency 2,596,085 1,570,468 
In foreign currencies 143,964 145,444 

2,740,049 1,715,912 

14.2	 Deposits include deposits from related parties amounting to Rs, :B.071 million (200H: J{~. J1}.76 million) 



15. OTHER LIABILITIES 2009 2008 
(Rupees in '000) 

Mark-up / return / interest payable in local currency 24,908 
Mark-up / return / interest payable in foreign currency 3,293 
Unearned commission 769 
Accrued expenses 2,483 
Unremitted head office expenses 48,879 
Provision against off-balance sheet obligations 15.1 
Payable to defined benefit plan 26.4 
Unrealized loss on forward foreign exchange contracts 14,845 
Provision against collateral 3,632 
Provision for employees' compensated absences 1,385 
Provision for Workers' Welfare Fund 2,127 
Others 1,126 

50,062 
34,364 
. 1,237 

3,037 
21,379 

1,091 

3,632 
1,040 
2,481 

855 
103,447 119,178
 

15.1 Provision against off-balance sheet obligations 

Balance as at 0 I January 
Charge for the year 
Reversal 
Balance as at 3 I December 

16. HEAD OFFICE CAPITAL ACCOUNT 

Capital held as:
 
Interest free deposit in approved foreign exchange with the State Bank of Pakistan.
 

Remitted from Head Office (Japanese Yen 4,419,160,968) 
Revaluation surplus aIlowed by the State Bank of 

Pakistan - cumulative 

1,704,515 

2,336,808 
4,041,323 

17. CONTINGENCIES AND COMMITMENTS 

17.1 Direct credit substitutes 

Guarantees 54,279 

17.2 Transaction - related contingent liabilities 

Includes performance bonds, bid bonds, warranties, advance payment guarantees, shipping 
guarantees and standby letters of credit related to particular transactions issued in favour of: 

Government 356,099 
Banking companies and other financial institutions 
Others 17,719 

(101)
 

1,704,515 

2,174,183 
3,878,698 

54,279 

589,475
 

74,150
 
373,IH8 663,625
 

[~
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17.3 Trade-related contingent liabilities 2009 2008 
(Rupees in '000) 

Letters of credit 

Acceptances 

17.4 Other contingencies 

Claims against the Branch not acknowledged as debt 

17.5 Commitments in respect of forward lending 

Forward agreement borrowings (inter office) 

Commitments to extend credit 

17.6 Commitments in respect of forward exchange contracts 

Purchase 
Sale 

The maturities ofabove contracts are spread over a period upto six months. 

18. MARK-UP / RETURN / INTEREST EARNED 

On loans and advances to: 
- Customers 
- Financial institutions 

On investments in: 
- Held for trading securities 
- Available for sale securities 

On deposits with treasury banks and financial institutions 
On securities purchased under resale agreements 
On call money lendings 

17,849 47,061
 

22,836 41,472 

9,366 9,366 

1,931,800 905,633 

1,357,031 
14,363 

1,371,394 

3,235,499 
1,448 

3,236,947 

349,006 
15,079 

370,841 
24,137 

11 
85,636 
66,398 

516,130 

1,724 
105,275 
36,168 

538,145 



19. MARK-UP / RETURN / INTEREST EXPENSED 2009 200~ 

(Rupees in '000) 

Deposits 
Securities sold under repurchase agreements 
Exchange cost on funding arrangements 
Inter office borrowings 
Call borrowings 
Borrowings from State Bank of Pakistan under 

Export Refinance Scheme 

20. OTHER INCOME 

Net profit on sale of operating fixed assets 
Recovery from sale of collateral 
Others 

21. ADMINISTRATIVE EXPENSES 

Salaries, allowances, etc. 
Charge for defined benefit plan 
Contribution to defined contribution plan 
Contribution to Employee Old Age Benefit Scheme 
Provision for employees' compensated absences 
Head office expenses 
Rent, taxes, insurance, electricity, etc. 
Legal and professional charges 
Communications 
Repairs and maintenance 
Stationery and printing 
Advertisement and publicity 
Auditors' remuneration 
Depreciation 
Amortization of intangible assets 
Travelling and entertainment
 
Brokerage and commission
 
Others
 

26.7 

21.1 
9.1 
9.2 

164,261 66,598 
16,080 79,742 

154,288 125,249 
37,771 99,081 
JO,645 20,516 

2,206 
385,251 391,186 

163 56 

98 374 
261 430 

40,314 35,144 
977 1,272 

J,170 956 
149 

1,385 1,040 
27,500 21,379 
16,934 15,912 

891 912 
1,980 1,785 
2,420 2,137 
1,762 1,,599 

284 320 
746 566 

7,719 7,544 
882 567 

2,230 2,453 
1,937 2,120 
2,808 1,305 

112,088 97,011 



21.1 Auditors'remuneration 2009 
(Rupees in '00

2008 
0) 

Audit fee 
Fee for interim review and other certifications 
Out-of-pocket expenses 

461 
250 
35 

746 

355 
160 
. 51 

566 

22. OTHER CHARGES 

Penalties imposed by the State Bank of Pakistan 
Provision against collateral 
Workers' Welfare Fund 
Others 

200 

2,283 
2 

2,485 

222 
3,632 
2,481 

6,335 

23. TAXATION 

For the year 
Current 
Deferred tax income: 

Relating to origination and reversal of temporary differences 

For the prior year(s) 
Current 
Deferred 

2~,309 

(334) 
22,975 

(3,~9l)1 

(3,291) 

43,834 

(337) 
43,497 

2,~051 

2,205 

19,6N4 -45,702 

23.1 Relationship between t~IX expense and accounting profit 

Profit before taxation 65,612 124,098 

Tax at the applicable tax rate of 35 percent (2008: 35 percent) 
Tax effect of computational adjustments 
Tax effeet ofprior year adjustments 
Tax expense for the year 

22,964 
11 

(3,291) 
19,684 

43,434 
63 

2,205 
45,702 

23.2 The income tax authorities have finalised the income tax assessment of the Branch upto tax year 
2003. In respect of tax year 2004, a notice for amendment of return was received proposing a 
disallowance of Rs. 3.896 million. Objection was filed by the Branch however, the tax department 
has so far not amended the order. The Branch is confident that no additional liability will arise. 

The Income Tax Department has filed appeals in the High Court relating to assessment years 
199I-92, 1992-93, 1997-98 and 1998-99. The Branch has also filed reference application in High 
Court in respect of assessment years 2000-01, 2001-02 and 2002-03. Tax liability ofRs. 0.919 
million may arise on these. The Branch is confident of a favourable outcome and expects that no 
additional liability would arise. 

23.3	 The Branch has filed returns under self assessment scheme as envisaged in the section 120 of the 
Income Tax Ordinance 2001, for tax years 2005, 2006, 2007, 2008 and 2009, these returns are 
deemed to have been assessed, unless selected for detailed audit. 



24.	 CASH AND CASH EQUIVALENTS 2009 2008 ' 

(Rupees in '000) 

Cash and balances with treasury banks 4,237,350 4,072,080 
Balances with other banks 91,075 36,983 

4,328,425 4,109,063 

25. STAFF STRENGTH (Number) 

Permanent 
Others 
Branch's own staff strength at the end of the year 

30 
2 

32 

21 
14 
35 

Outsourced 
Total staff strength 

25.1 10 
42 

6 
41 

25.1	 Outsourced represents employees hired by an outside contractor / agency and posted in the Branch 
to perform various tasks / activities of the Branch. 

26.	 DEFINED BENEFIT PLAN 

26.1	 General description 

The Branch operates an approved gratuity fund scheme for all its permanent employees, which is 
administered by the Trustees. The Branch's costs and contributions are determined based on actuarial 
valuation carried out at each year end by using Projected Unit Credit Method. The benefits under the 
gratuity scheme are payable to employees on cessation ofemployment on the following grounds: 

retirement upon attainment of the normal retirement age (58 years). 
his / her death in service of the Employer. 
on voluntary retirement before normal retirement age. 

- termination of his / her service by the Employer other than for misconduct, negligence, or 
incompetence. 

The benefits under the scheme are payable as under: 

Length of service	 Benefits 

Less than 5 years (2008: 8 years) Nil 

Greater than or equal to 5 years Last drawn basic salary for each completed year of service 
(2008: Greater than or equal to 8 years). 

26.2	 Principal actuarial assumptions 

The actuarial valuation is carried out periodically. The actuarial valuation was carried out for the year 
ended 31 December 2009 using the "Projected Unit Credit Method". The main assumptions used for 
actuarial valuation are as follows: 

(Percent) 

Discount rate 14.0% 15.0% 
Expected rate of increase in salaries 12.0% 15.0% 
Expected rate of return on plan assets 5.0% 5.0% 

lJ---­



JJJ.l Maturities orusets and liabilities 

A.,·,u:ls 

Cash and balances with 

treasury banks 

nnlnnces with other bonks 

Lending to financial 

institutions 

Investments 

Advances 

Other assets 

Operating fixed assets 

Deferred tax assets 

Liabilities 

Bills payable 

Borrowings 

Deposits and other accounts 

Liabilities against assets 

subject to finance lease 

Other liabilities 

Deferred tax liabilities 

Assets 

Cash and balances with 

treasury banks 

Balances with other banks 

Lending to financial 

institutions 

Investments 

Advances 

Other assets 

Operating fixed assets 

Deferred laxasselS 

TolAi 

4,237,350 

91,075 

1,905,551 

2,198,843 

83,301 

27,336 

2,260 

8,545,716 

lIplo I 

month 

196,027 

91,075 

1,905,551 

886,615 

34,356 

810 

3,114,434 

Over I 

t03 

months 

80,164 

38,478 

-

118,642 

Over3 Over 
to 6 6 months 

months to 1 year 

(Rupees in '000) 

550,246 

169 

10 

550,425 

75,491 

8,945 

50 

2,260 

86,746 

2009 

Over I 

102 

years 

225,972 

12 

5,092 

231,076 

Over2 

to 3 

yean 

125,935 

-
3,244 

129,179 

Over3 

to 5 

years 

Over 5 

1010 

years 

Above 

10 yean 

4,041,323 

251,507 

-
13,498 

265,005 

1,240 

. 
4,632 

5,872 

1,673 

1,341 

4,044,337 

216,907 216,907 

1,397,725 256,702 1,010,899 130,124 

2,740,049 2,724,949 15,100 

- -
. 

103,447 30,435 19,418 39 43 114 48,879 105 . 4,414 

I 

4,072,080 

36,983 

1,597,697 

-
4,092,787 

242,347 

19,422 

1,926 

25,239 

2,304 

40 

'I 

-

108,812 

3,867 

303 

30 

. 

-

709,262 

56 

338 

34 

-

225,907 

56 

8,607 

854 

-

251,557 

III 

8,458 

839 

-

. 
-

126,435 

1,676 

1,663 

164 

3,878,698 

-

2,636 

55'l 

193,382 

36,983 

568,774 

2,442,779 

162,317 

-

1,028,923 

. 
200,160 

71,403 

13 

I 

Ltabittttes 

Bills payable 

Borrowings 

Deposits and other accounts 

Liabilities against assets 

subject to finance lease 

Other liabilities 

Deferred tax liabilities 

Net 35S8tS 

Head office capital account 

Unremitted profit 

10,063,242 

12,559 

4,258,351 

1,715,912 

119,178 

6,106,000 

3,957,242 

3,878,698 

78,544 

3,957.242 

3,404,235 

12,559 

1,559,510 

1,715,812 

-
65,576 

-
3,353,457 

50,778 

1,300,500 

2,599,177 

100 

. 
27,859 

-
2,627,136 

27,587 

99,664 

-
24,264 

-
123,928 

(9G,HIl 

113,012 

. 
-

741 

-
741 

112,271 

709,690 

-
738 

. 
738 

708,952 

235,424 

-
-
-

-
-
-

235,424 

260,965 129,938 3,881,891 

-
-
-

-
-

-

-
-

. 
-

260,965 129,938 3,881,891 



33.4 Operational risk 

Operational risk is the risk of direct or indirect loss that may arise due to an event or action resulting 
from the failure of technology, processes, infrastructure, personnel and other risks having an 
operational risk impact. The Branch ensures that key operational risks are managed in a timely and 
effective manner through a framework of policies, procedures and tools to identify, assess, monitor, 
control and report such risks. 

The key objectives of Operational Risk measurement and management include: 

Ensuring continued solvency of the Branch through capital adequacy and enhanced understanding 
and management of significant operational risk exposures. 

Ensuring customer impact is minimized through protective and focused risk management 
practices. 

Ensuring senior management attention on significant operational risk exposure areas and mitigating 
risks is prioritised focused and adequate. 

Ensuring staff is sufficiently incentivised to perform their risk management roles and 
responsibilities diligently. 

The management of the Branch has the responsibility to supervise and direct the management of 
operational risks and exposures. Management is also responsible for ensuring that adequate and 
appropriate policies and procedures are in place for the identification, assessment, monitoring, control 
and reporting of operational risks. 

Line management needs information to enable it to analyze operational risks, implement mitigating 
measures and determine the effectiveness ofthese mitigating measures. The Branch has implemented 
various tools to support the line management. 

Compliance and Regulatory Risk Management (Control Self-Assessment (CSA) Framework) 

Basel II Risk Assets Management System BRAMPS - OP Framework Approach. All operations 
incidences are reported to head office through web-based reporting system. 

A structured approach has been adopted which helps the line management to identify and assess the 
risk of non-compliance with regulatory requirements as well as internal policies. The Branch has 
implemented a comprehensive Compliance Risk Management Framework whereby self-assessment 
is undertaken by each business / support unit to mitigate the operational risk. 

33.4.1 Operational risk disclosures - Basel II Specific 

The Branch uses Basic Indicator Approach to calculate capital charge for operational risk as per 
Basel II regulatory framework. Operational loss events are reviewed and appropriate corrective 
actions taken on an ongoing basis, including measures to improve security and control procedures. 

34. GENERAL 

For better presentation, payable to head office amounting to Rs. 0.77 million has been reclassified 
from 'Un-remitted head office expenses' to 'Others' in other liabilities. 



35. DATE OF AUTHORIZATION 

Z0 MAR 2010 
These financial statements were authorized for issue on by the management of 
the Branch. 

~;..<e:::""n-e-ra-I-M-:-:a-g-e-r-~-·
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