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Reforming Banking
with Technology

UBL is acknowledged as Pakistan’s leading Progressive and Innovative Bank. These
two intrinsic attributes of the Bank have propelled the institution to be at the forefront
of digitization of banking in Pakistan.

In tune with the ever-changing needs of our evolving customers, we adapt and bring
forth offerings inherent with cutting-edge technology. Offerings which not only cater
to financial requirements of individuals and corporates but also proliferate financial
inclusion and economic development in Pakistan.
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To be a world class bank dedicated to excellence, and to surpass the
highest expectations of our customers and all other stakeholders.

Mission

Be the undisputed leader in financial services for our customers

¢ Most innovative and fastest growing bank in targeted businesses
Continue to diversify across chosen geographies

Achieve operational excellence with the highest level of compliance
Consistently create leaders through inspired human capital
Contribute positively to the communities we operate in

Values

Customer first
Honesty of purpose
Teamwork
Excellence
Meritocracy
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Leader of
Contemporary
Banking

The banking industry stands on the verge of game-changing
innovations. The race to the top becomes a function of how swiftly
and completely one embraces and utilises technologies to fully
facilitate the evolving requirements of customers.

We at UBL take pride in offering a range of tech-savvy products and
services which cater to all financial needs of our customers and

provide to them instant access to the Bank on a 24/7 basis. Through
this customer-centric approach, UBL hopes to bring further stimulus
to the already vibrant and fast emerging technology-based financial
sector of Pakistan.
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Chairman’s Profile

Sir Mohammed Anwar Pervez, OBE HPk is the Chairman of the
Board of Directors of United Bank Limited since December
2013. He is also the Chairman of Bestway Group and its
subsidiaries, which include Batleys Limited, Well Pharmacy and
Bestway Cement Limited. He is also Chairman of Bestway
Northern Limited in UK.

Sir Anwar began his career in food business in 1963 when he
opened a convenience store in London. He ventured into the
wholesale business in 1976 and has been responsible for
growing Bestway Group into the 71" largest family business in
the UK.

Today, it is the 2" largest wholesaler in the UK, the 3 largest
retail pharmacy in the UK, the largest cement producer in
Pakistan and the 2™ largest private bank in Pakistan. The Group
provides employment to over 33,600 globally.

Sir Anwar was awarded the Order of the British Empire (OBE) in
1992 and was conferred the title of Knight’s Bachelor in 1999 by
Her Majesty the Queen for his services to the food industry and
various charitable causes in the UK. In 2000, he was awarded
‘Hilal-e-Pakistan’.
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In 2005, Sir Anwar was voted winner of the prestigious ‘Grocer
Cup for Outstanding Business Achievement’ by the Institute of
Grocery Distribution, UK.

In 2006 he received ‘Sitara-e-Essar’ by the President of
Pakistan. The same year he was chosen as the ‘Master
Entrepreneur — UK’ at the Ernst & Young Entrepreneur of the
Year 2006 Awards.

In 2011, Sir Anwar was awarded with an honorary Doctor of
Laws degree by FC College Lahore.

In 2012, in recognition of his philanthropic services to the
Community, the University of Bradford conferred on Sir Anwar
Pervez an honorary Doctor of Laws degree.

He is the Chairman of Bestway Foundation UK and
Patron-in-Chief of Bestway Foundation Pakistan.







Board of Directors

Zameer Mohammed Choudrey,
CBE, Sl PK, FCA

Director

Mr. Zameer Mohammed Choudrey has been a Member of the
Board of Directors of United Bank Limited since October 2002.
He is a Chairman of the Board Risk and Compliance Committee
(BRCC). He is also a Director of UBL Insurers Limited.

He is the Chief Executive of Bestway Group, which is the 7
largest family business in UK with annual turnover of £3.3 billion.
The Group is the 2™ largest wholesaler in the UK, the 3 largest
retail pharmacy in the UK, the largest cement producer in
Pakistan and the 2™ largest private bank in Pakistan. The Group
provides employment to over 33,600 globally.

Zameer is a Chartered Accountant by profession. He joined
Bestway Group as a Financial Controller in 1984. In 1990, he
was promoted as the Group Finance Director. In 1995, he was
given additional responsibilities of business diversification both
in UK and Pakistan and was promoted as Chief Executive of
Bestway Cement Limited. He was appointed as the Group CEO
in 2004.

He is a Fellow of the Institute of Chartered Accountants in
England and Wales and a member of the Institute of Directors.
He is the Chairman of Conservative Friends of Pakistan.

Zameer is a trustee of Bestway Foundation UK and Chairman of
Bestway Foundation Pakistan. He is also a trustee of Grocery
Aid and Crimestoppers. Zameer is the Chair of British Asian
Trust’s UK Advisory Council and a member of HRH Prince of
Wales Pakistan Recovery Fund International Leadership Team.

In 2014, Zameer was awarded an honorary degree by University
of Kent in recognition of his philanthropic services to the
community.

In December 2015, Zameer was appointed Commander of the
Order of the British Empire (CBE) by Her Majesty the Queen for
his services to the UK wholesale industry and various charitable
causes in the UK and abroad.

In March 2018, the President of Pakistan awarded the
Sitara-e-Imitiaz (Star of Excellence) to Zameer in recognition of
his contributions to advancing Pakistan through his services and
the wide array of philanthropic work.
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Haider Zameer Choudrey
Director

Mr. Haider Zameer Choudrey has been a Director of United Bank
Limited since March 2014. He is Member of the Board Audit
Committee (BAC) and Board IT Committee (BITC) and has the
distinction of being the youngest Director of any listed bank in
Pakistan. He is a Chartered Accountant by profession.

He is the Finance Director of Bestway Group, which is the 7%
largest family business in the UK with an annual turnover of over
£3.3 billion.

After having distinguished himself at the world-renowned Eton
College, Haider read Economics at Gonville & Caius College,
University of Cambridge. He also received his Masters in
Economics from University of Cambridge.

Haider is a member of the Institute of Chartered Accountants in
England and Wales and previously trained with KPMG UK LLP,
where he was an integral part of the Consumer Markets Audit;
Corporate Tax & Corporate Finance Teams.

Haider has extensive experience in finance, strategy, digital, tax
and transaction services. He has been involved in a variety of
roles and projects at Bestway Group, including the acquisition
and post-acquisition management of Well Pharmacy and
Conviviality Retail.

Haider has been a Director of Bestway Cement Limited since
2016.

Haider is actively involved with the charitable work of the
Bestway Foundation in the UK and Pakistan; and is part of the
management team that is supervising the construction of two
state of the art schools in Chakwal, Punjab.

Haider is a certified Director from the Pakistan Institute of
Corporate Governance (PICG).
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Board of Directors

Rizwan Pervez
Director

Mr. Rizwan Pervez has been a Member of the Board of Directors
of United Bank Limited since March 2014. He is a Member of the
Board Audit Committee (BAC). He is also a Director of UBL
Insurers Ltd.

Rizwan graduated from the University of Pittsburgh, USA in 1990
with a BSc in Business Management.

He trained with a leading UK firm of Chartered Accountants and
qualified in August 1995. Rizwan is a member of the Institute of
Chartered Accountants in England and Wales.

He joined Bestway as a Financial Accountant in 1995 and was
elected to the Board of Directors in January 2000 as Group
Business Development Director. He was responsible for
developing the Group’s fascia and delivered business. Rizwan
was instrumental in creating the “Best-One” symbol group and
Bestway Direct, the Group’s delivered wholesale operation.

In 2006, Rizwan was appointed Operations Director where he led
and managed the integration of Bestway and Batleys wholesale
operations which created the UK’s largest independent
wholesale group. In 2012, Rizwan was appointed the Group
Marketing & PR Director. In 2014, he was appointed as
Wholesale Operations Director. In 2016, he was appointed as
Customer Liaison Director.

Rizwan has served as Governor of John Kelly Schools in North
West London playing a leading role in the school’s attainment of
‘academy’ status and establishing the school as a centre of
excellence under its new name of The Crest Academy.

Rizwan is a Trustee of Bestway Foundation UK.

Rizwan is a certified Director from the Pakistan Institute of
Corporate Governance (PICG).



Arshad Ahmad Mir
Director ’

Mr. Arshad Ahmad Mir, appointed as a Member of the Board of
Directors with effect from 26 October 2009, has over four i
decades of extensive corporate experience in financial services, :
oil industry, management consultancy, manufacturing and
wholesale distribution businesses.

He has served with major corporate entities in areas of general
management, corporate planning, project management,
compliance and consultancy. Geographical coverage of his
corporate roles and responsibilities encompass Pakistan, Middle
East, Africa, UK & Europe.

Arshad is a member of Institute of Chartered Accountants and
Institute of Bankers UK. He has attended various management
courses and conferences including the Advanced Management
Programme of London Business School. He is a certified
Director from Pakistan Institute of Corporate Governance (PICG).

He is also Chairman of the Board Human Resources &
Compensation Committee (HRCC) and Member of Board Risk &
Compliance Committee (BRCC).

Annual Report 2018



Board of Directors

> Khalid Ahmed Sherwani
5 Director

Mr. Khalid Ahmed Sherwani was appointed Member, Board of
Directors as an Independent Director in October 2014. He is a
seasoned professional with vast experience of corporate
governance of over 70 years, gained in over two decades,
serving as a Director on various Boards of Directors primarily in
the financial services industry of Pakistan, including
chairmanship of 5 BODs of public & private sector entities. He
also has top management experience of 30 years in diverse
areas in major commercial banks as SEVP, CIO, CFO and CEO.

Khalid had originally joined United Bank Limited in 1968 as a
Trainee in its IT Division, became its IT Head in 1974 and rose to
the position of Senior Executive Vice President in 1984.
Thereafter, he oversaw the working of numerous banking
functions of the Bank and played a pivotal role in its restructuring
during 1996-2000.

He was appointed President/CEO of Allied Bank Limited, the 5"
largest bank of Pakistan, in 2000 where he spearheaded
restructuring and recapitalisation of the Bank and led its
subsequent turnaround after being taken over by the new
sponsors. He retired from Allied Bank in 2007 but was
re-inducted by the sponsors as President/CEO in 2010 for a
period of three-years for a fast pace growth in business &
profitability of the Bank and to further fine tune its systems &
controls.

He holds a Master’s degree from the University of Karachi and is
a Certified Director from the Pakistan Institute of Corporate
Governance (PICG).

He is a Member of Board Human Resources & Compensation
Committee (HRCC) and Board Audit Committee (BAC).
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Amar Zafar Khan
Director

Mr. Amar Zafar Khan is a Chartered Accountant, with over 30
years’ multi-functional experience at premium international
financial institutions, including Price Water House, UK and
Citibank NA, covering general management, directing
turnarounds and developing new ventures/businesses in
commercial banking, investment banking, domestic and
cross-border corporate finance and securities trading. As an
international staff member of Citibank, he has exposure to
markets in Europe, the Middle East and Africa and has
knowledge and experience of a wide spectrum of financing
solutions. In 1992, he set up First Capital Securities Discount
House, an IFC investment in Nigeria, as the pioneering Managing
Director. This institution specialised in market making of Fixed
Income securities aimed at liquefying the balance sheets of
Nigerian banks. In 1999 he returned to Nigeria as Executive
Director overseeing retail banking, investment banking and
international operations of United Bank for Africa, one of
Nigeria’s largest banks.

Amar did his M.B.A. (Major in Marketing) from Cranfield School
of Management, Bedford, UK. He is Fellow of the Institute of
Chartered Accountants in England & Wales.

He was Chairman and CEO of United Bank Limited (UBL) from
the year 2000 to 2004. At the government’s invitation, he took
the charge of this nationalised institution in order to accelerate
the pace of commercialisation and achieve the objective of
privatisation of the Bank. Amar was invited by the new owners to
continue as CEO in order to build the momentum achieved and
assist the new Board to settle in.

Previously, Amar was also appointed as Advisor and Director of
UBL in 1996 by State Bank of Pakistan where he played a pivotal
role in the multi-dimensional restructuring of the Bank.

He is the Chairman of Board Audit Committee (BAC) and
member of Board Human Resource & Compensation Committee
(HRCC). He is a Certified Director from the Pakistan Institute of
Corporate Governance (PICG).

Amar has served on the Boards of various NGOs engaged in
Healthcare, Population Control and Education. Aside from UBL,
he serves on the Boards of two other listed companies.
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Board of Directors

Tariq Rashid
Director

Mr. Tarig Rashid has more than 25 years’ experience in
Management & Information Technology at senior levels. He
spearheaded the setup of the IT infrastructure of mobile operator
Mobilink (now Jazz) since inception. He led the IT organisation of
Mobilink through different phases of Telecom industry’s life cycle
i.e. infancy, growth and consolidation and served as VP & Chief
Strategy Officer for more than 5 years. He also served as a
Director of Information Technology at HQ of Telecommunication
company in Egypt. He successfully led few large
business/technology transformation initiatives during his career.

He served as a Director on the Board of Mobilink Microfinance
Bank and headed the Risk Committee. He served as Director on
the Board of Mobile Number Portability Database (Guarantee)
Limited. He also served as President on the Board of
International School of Islamabad (ISOI) for more than 4 years.

He is Chairman of the Board IT Committee (BITC) of UBL.

He holds an engineering degree from the University of
Engineering & Technology, Lahore and post graduate certificate
in Computers from National Academy of Higher Education. He
attended different management programs abroad and locally
from institutes like IMD, INSEAD, MIT and LUMS.
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Sima Kamil

President and CEO

Ms. Sima Kamil, the President and CEO of UBL, has over 37
years’ experience in diversified fields of banking, including
branch banking, corporate banking and investment banking. She
started her banking career from American Express Bank. She
also worked with ANZ Grindlays and Standard Chartered Bank in
Corporate Banking and Risk Management.

Ms. Kamil joined UBL in 2017. Before joining UBL, she was with
Habib Bank Limited where she worked for 16 years. At Habib
Bank, she worked in diversified fields at senior levels, including
positions of Head of Corporate & Investment Banking and then
Head of Branch Banking.

Ms. Kamil had been associated with microfinance as Director of
the First Microfinance Bank for a number of years.

She is the Chairperson of UBL (Switzerland) AG and UBL Bank
(Tanzania) Limited. She is also a Director on the Board of United
Bank UK.

In addition to her professional commitments and assignments,
Ms. Kamil has interest in social sector, primarily in education.
She is Chairperson of the Board of Governors of Karachi
Grammar School. She is also a Member on the Board of
Directors of Karachi Education Initiative.

Ms. Kamil has a degree in business from Kingston University, UK
and an MBA from City University, London.

She is a member of the Board Risk & Compliance Committee
(BRCC) and Board IT Committee (BITC) of UBL. She is a certified
director from Institute of Business Administration (IBA), Karachi.
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Pioneer of
All-Encompassing
Security

Innovations that promote evolution of banking are the need of the hour. Our
customers’ essential requisite for security while undertaking financial transactions is
of foremost importance to us.

To this end, UBL has led the banking industry in providing for its customers, multiple
layers of security based on latest technologies, so that they feel safe and secure while
banking with us. Our strong controls and authentication procedures have led to
complete peace of mind for our customers.

20 | United Bank Limited
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Chairman’s Review Report

to the Members

It is a matter of immense pride for me that United Bank Limited
(UBL) has achieved sound results in 2018 in the midst of
challenges and was recognised yet again on the global stage
as one of the leading banking franchises in the country. With
our vast presence and an ever-growing customer base, we
remain deeply ingrained in banking flows within the country.

2018 proved to be a difficult year for the economy as it came
under stress from a spiraling current account deficit, pressure
on FX reserves and widening fiscal imbalance. Rising inflation
levels saw interest rates increase by a cumulative 450 bps over
the last one year, while the PKR/USD exchange rate depreciated
by 26%. As the country embarks upon structural reforms

and with major international investment deals in the pipeline,
the economy is poised to return on track to growth in the
medium term.

Led by the domestic franchise, our business performance in
2018 remained sound. The Branch Banking Group built on its
strong growth trajectory by adding 586,000 new current
account relationships and growing the current deposits
portfolio by 15%. We further enhanced our intermediation
potential, expanding domestic performing advances by 24%.
This was driven by robust growth across the Corporate, SME
and Consumer lending segments. The domestic fee business
also maintained its significant growth momentum as revenues
climbed by 20% year on year. Apart from one-offs, our
operating results were strong as we continue to deliver value
for our customers and shareholders alike.

It gives me great pleasure to share that UBL has been declared
‘Bank of the Year 2018 - Pakistan’ by The Banker, an affiliate of
the Financial Times, UK. The most prestigious title in the global
banking industry, the award bears testament to UBL's
pioneering efforts in broadening access to financial services
and spearheading innovation in the local banking industry.

UBL remains at the forefront of bringing innovative banking
solutions within the reach of the masses. Our digital
transformation journey began in 2016, with the inauguration of
the Digital Lab. In 2018, we carried out the launch of ‘UBL
Digital’, our state of the art banking app. The app has been well
received by our customers as, within a short span of time, its
subscriber base touched 300,000 at the end of 2018.

The Bank has also successfully closed the issuance of its
Additional Tier 1 (ADT-1) Term Finance Certificates (TFCs) of
Rs. 10 billion. The largest such listed instrument to date, it will
further strengthen our capital profile and provide a solid
platform for future business expansion.

Given the challenging business environment in the GCC
countries, our focus within the International operations was
geared towards de-risking the balance sheet, maintaining
adequate liquidity levels and optimising the funding mix.
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Credit buildup remained constrained as we strengthened risk
vigilance and aggressively pursued recovery efforts against
non-performing accounts.

With its well-diversified business model, deep network
penetration and significant capital strength, UBL is well-placed
to capitalise on emerging opportunities. As Pakistan rises
above its economic challenges to regain its footing, we are
committed to playing our role in the country’s development
through investing in growth sectors and empowering the large
unbanked population with digital financial services.

In conclusion, | would like to extend thanks to our shareholders
for their trust in the UBL name, the regulators for their constant
support and guidance, our management team for their
commitment and above all, our dedicated employees for their
untiring efforts in surpassing customer expectations.

) —
Sir Mohammed Anwar Pervez, OBE, HPk
February 20, 2019



Directors’ Report

to the Members 2018

On behalf of the Board of Directors, | am pleased to present
the 60" Annual Report of United Bank Limited (UBL) for the
year ended December 31, 2018.

Performance Overview

In 2018, the Bank continued to build on the strengths of its
branch banking business, with strong contribution by all
regions across the country. The network of 1,364 branches
(2017: 1,361) in Pakistan remains well penetrated across all
target segments within the market. Our nationwide presence
and active field force has delivered another year of very strong
and profitable deposit mobilisation. Overall, the Domestic
deposits stood at Rs. 1.1 trillion as at Dec’18 with 9% growth
over last year (Dec’17: Rs. 1.02 trillion).

The Bank continued its active focus on acquisition of new to
bank customers, particularly current accounts, by adding
586,000 new current account relationships during the year. We
now have a well-diversified customer base of 3.13 million active
branch banking customers (2017: 2.96 million). The current
account deposit level stands at a very stable Rs. 508 billion
(2017: Rs. 442 billion) as at Dec’18, with 15% growth over the
year. Resultantly, current to total deposits ratio improved
significantly from 43% in 2017 to 46% in 2018. This position
bodes well to support future earnings, in view of the 425 bps
increase in interest rates during 2018.

The Corporate Banking segment remains a very active
participant in public and private sector expansion projects. We
have built a well-diversified portfolio on the strength of our
long-term relationships where we aim to contribute with a wide
range of financing, trade, foreign exchange and financial
advisory services. Overall, gross advances for the Bank have
grown by 16% this year, which has improved the Advances to
Deposits Ratio from 50% in Dec’17 to 53% in Dec’18. The
growth in advances remains selective in order to maintain our
focus on asset quality and to minimise risk of portfolio
infection given the rising rate environment.

UBLs gross revenue stood at Rs. 81.3 billion in 2018, a growth
of 3% against 2017. Net interest income was recorded at Rs.
56.2 billion, in line with the 2017 level. Non-funded income
increased by 13% over the prior year to reach Rs. 25.1 billion
led by strong growth in fee income, robust foreign exchange
earnings, as well as capital gains on fixed income securities.

The Bank’s administrative expenses closed at Rs. 38.8 billion
in 2018. Excluding deposit protection premium amounting to
Rs. 575 million that became effective during the current year,
expenses grew by 8% year on year. The cost to income ratio,
excluding this impact was measured at 47% compared to 45%
in 2017.

A net provision charge of Rs. 12.9 billion was taken during the
current year (2017: net provision charge of Rs. 2.4 billion),

mainly to build adequate coverage against the International
loan portfolio. Asset quality stood at 8.8% as at Dec’18 as
compared to 7.8% at Dec’17.

The unconsolidated profit before tax (PBT) stood at Rs. 25.0
billion in 2018 (2017: Rs. 39.9 billion). Apart from International
provisions, profitability was also impacted by a one-off charge
of Rs. 6.7 billion with respect to past service pension benefits
(detailed disclosure in note 34 to the financial statements).
Excluding this extraordinary item, the normalised PBT for 2018
was recorded at Rs. 31.6 billion.

Financial Results

UBL posted an unconsolidated profit after tax (PAT) of Rs. 15.2
billion during 2018 (2017: Rs. 25.2 billion). The unconsolidated
earnings per share (EPS) were recorded at Rs. 12.44 compared
to Rs. 20.57 for 2017. On a consolidated basis, PAT stood at
Rs. 15.0 billion (2017: Rs. 26.0 billion). The consolidated EPS
was recorded at Rs. 12.65 for 2018 (2017: Rs. 21.20).

Net Markup Income

UBL posted net interest income (NII) of Rs. 56.2 billion in 2018,
being maintained largely in line with 2017. On an average basis,
the balance sheet size grew from Rs. 1.7 trillion in 2017 to

Rs. 1.8 trillion in 2018. The year withessed a cumulative
increase of 4.25% in the SBP policy rate, taking it from 5.75%
at Dec’17 to 10.00% at Dec’18.

The asset base was primarily funded by strong growth in
domestic core deposits, which on average stood 10% higher
year on year in 2018 i.e. incremental deposit mobilisation of
Rs. 84 billion in the year. Our strategy is geared towards
aggressively tapping new to bank relationships, mainly within
core deposits, while minimising high cost funding. The average
current deposit portfolio (part of core deposits) grew by 15%
over the previous year i.e. an additional mobilisation of Rs. 60.4
billion in deposit volumes. The average term deposits portfolio
was reduced by 20% over last year. This enabled the Bank to
maintain an efficient funding profile, thus absorbing the effects
of a rising interest rate regime. The average CASA ratio
improved from 82.8% in 2017 to 86.9% in 2018. The domestic
cost of deposits increased marginally from 2.7% in 2017 to
3.0% in 2018, despite the impacts of the sharp increase in
interest rates during 2018.

The average domestic advances portfolio was recorded at

Rs. 485 billion, a significant growth of 35% over 2017. This was
led by the Corporate Banking Group, which expanded its
average portfolio by Rs. 97 billion to close 2018 at Rs. 407
billion. The credit expansion strategy is aimed at booking
quality assets while maximising capital efficiencies. The Bank
continued to enhance its penetration in the SME lending space
as the average portfolio registered a 25% growth to close at
Rs. 31 billion in 2018. The new asset acquisition trajectory also
remained strong within Consumer lending as the average
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Directors’ Report

to the Members 2018

portfolio grew by 36% year on year. This was driven by the
aggressive build up within autos as the portfolio increased by
48%, on an average basis.

The Bank’s Pakistan Investment Bonds (PIB) portfolio
averaged Rs. 449 billion in 2018 (2017: Rs. 552 billion). There
were maturities of Rs. 98 billion during the year, while the
portfolio yielded a return of 8.3%. Incremental liquidity
continues to be deployed towards the shorter end of the yield
curve to take advantage of the rising interest rates. Our T-Bills
holdings averaged Rs. 272 billion in 2018 (2017: Rs. 269 billion)
with yields on the portfolio increasing by 97 bps over 2017 to
6.9% in the current year. The yield upside on the asset
portfolio would be visible upon redeployment and repricing
during 2019.

Non-Markup Income

UBL posted Non-Fund Income (NFI) of Rs. 25.1 billion, a
growth of 13% against 2017, thus contributing 31% to the
Bank’s gross revenue in 2018 (2017: 28%). NFl is built up by a
diverse range of fee based services across the Branch Banking
and Corporate Banking Groups, as well as active trading within
the FX and bonds market by the Bank’s Treasury and Capital
Markets Division.

Fees and commission income stood 10% higher year on year
at Rs. 13.9 billion in 2018 and contributed 56% to the overall
NFI (2017: 57%). This growth was primarily driven by the
Domestic Bank, where fee revenues recorded a 20% increase
over the previous year.

The Bank continues to maintain its leadership in home
remittances with a market share of 29% in 2018 (2017: 26.5%)
and earnings at Rs. 1.2 billion, a growth of 45% over the
previous year. Commissions from ATM/Debit cards saw a
growth of 28% as we issued 672,000 new debit cards in 2018
to take our active portfolio to over 1.9 million cards. Sales
momentum remained strong within the bancassurance
business as commission income recorded a 37% growth to
close 2018 at Rs. 1.6 billion. Domestic Bank’s commissions on
cash management increased by 19% over last year to close at
Rs. 535 million in 2018 with throughput volumes reaching

Rs. 3.0 trillion. The aggressive acquisition drive across autos
and credit cards led to commissions from consumer loans
growing by 12% year on year to Rs. 830 million this year.
Domestic Investment Banking fees also recorded a 17%
growth to reach Rs. 704 million, contributed mainly by debt
arrangement mandates within the power sector. Trade earnings
at Bank level were maintained in line with the previous year at
Rs. 1.0 billion.

The Bank realised capital gains of Rs. 4.6 billion in the current
year (2017: Rs. 4.4 billion), primarily on its PIBs portfolio.
Dividend earnings closed at Rs. 2.1 billion (2017: Rs. 2.4 billion),
as our holdings in the energy and fertiliser stocks maintained
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strong payouts. Foreign exchange income was recorded at
Rs. 3.5 billion in 2018, with growth of 85% year on year owing
to higher customer flows and proactive positioning in a volatile
exchange rate environment.

Provisions and Loan Losses

UBL Domestic’s non-performing loans (NPLs) closed at

Rs. 27.9 billion at Dec’18, compared to Rs. 28.2 billion at
Dec’17. A net provision charge of Rs. 1.7 billion was taken in
2018, but primarily against equity investments, against a net
provision reversal of Rs. 2.3 billion in 2017. Driven by active
recovery efforts by the Special Assets Management Division
(SAM), the domestic asset quality improved from 6.0% at
Dec’17 to 4.9% at Dec’18. Specific coverage for the Domestic
Bank was enhanced from 90.7% at Dec’17 to 92.5% at Dec’18.

Economic slowdown in the GCC region persisted for much of
2018 with some signs of recovery near the end of the year as
oil prices reversed their declining trend. However, the
prevailing economic situation and evident cash flow
constraints necessitated prudent loan loss recognitions, with
NPLs increasing from Rs. 24.1 billion at Dec’17 to Rs. 40.6
billion at Dec’18. A net provision charge of Rs. 11.2 billion was
taken for the year, as opposed to a charge of Rs. 4.8 billion in
2017. Resultantly, after taking appropriate valuations for
collateral, specific coverage on International NPLs was
increased from 58% at Dec’17 to 74% at Dec’18.

Overall, a net provision charge of Rs. 12.9 billion was taken for
2018 against a net provision charge of Rs. 2.4 billion in 2017. At
the Bank level, asset quality was recorded at 8.8% at Dec’18
(Dec’17: 7.8%), while specific coverage improved to 82% at
Dec’18 (Dec’17: 75%).

Cost Management

The Bank’s administrative expenses were recorded at Rs. 38.8
billion in 2018, growing by 10% over 2017. During the current
year, the Bank contributed Rs. 575 million as premium for
deposit protection insurance. Excluding this impact, the
expense base remained well controlled with an 8% increase
over 2017. Employee compensations grew by 10% mainly due
to performance awards and merit adjustments. Property
expenses stood 8% higher compared to 2017, largely due to
rent escalations across the network and relocation of branches
to high visibility locations. IT related expenses increased by
16%, mainly due to higher networking charges for
strengthening connectivity at branches and ATMs.

Balance Sheet Management

The Bank’s average balance sheet size grew by 3.5% year on
year to Rs. 1.8 trillion in 2018. Domestic deposits witnessed a
9% growth over Dec’17 to close 2018 at Rs. 1.1 trillion at
Dec’18. Our deposit market share was recorded at 8.3% at
Dec’18, largely in line with Dec’17. Instead of aggressive
market share acquisition, our branch banking strategy seeks to



maintain an optimal deposit mix with focus on CASA
expansion. This strategy will provide the Bank a sustainable
low cost funding base, thus positioning it well to improve
margins as a high interest rate regime improves yields across
earning assets.

The Bank’s net advances closed at Rs. 716 billion at Dec’18
(Dec’17: Rs. 628 billion), a growth of 14%. Domestic performing
advances grew by 24% over Dec’17, with active buildup across
the Corporate, SME and Consumer portfolios. Our strategy is
centered on delivering RWA efficient credit growth while
maintaining optimal asset quality and healthy relationship
yields.

The investment portfolio closed at Rs. 786 billion at Dec’18
(Dec’17: Rs. 1.1 trillion). Funding is primarily deployed in
treasury securities with Rs. 396 billion invested in PIBs at a
yield of 8.3% and Rs. 243 billion in T-Bills. The Bank’s equity
holdings stood at Rs. 17.4 billion at Dec’18, invested at an
average yield of 9.3% (Dec’17: 10.3%). The equities portfolio is
diverse, built in blue chip corporates with a long-term view to
earn a stable stream of dividend income.

Capital Ratios

Building capital synergies across both the domestic and
international balance sheets remained a key focus for all
lending segments in 2018.

The Bank’s capital ratios remained strong with the Common
Equity Tier 1 (CET-1) ratio improving by 112 bps to 12.4% at
Dec’18 (Dec’17: 11.3%). Total Tier 1 Ratio closed Dec’18 at
13.4%. The overall Capital Adequacy Ratio (CAR) stood at
17.7% at Dec’18 (Dec’17: 15.4%).

The Bank has completed the process of issuing Additional Tier
1 (ADT-1) Term Finance Certificates (TFCs) amounting to Rs. 10
billion (inclusive of a greenshoe option of Rs. 3 billion). During
the last quarter of 2018, the Pre-IPO of Rs. 9 billion was
subscribed which thus forms part of the Tier 1 capital of the
Bank as at Dec 31, 2018. In January 2019, the Bank carried out
the initial public offering for the remaining Rs. 1 billion, thus
closing the total issue of Rs. 10 billion.

The Board of Directors of UBL declared a final dividend of 30%
(Rs. 3 per share) in their meeting in Karachi held on February
20, 2019, along with the results for the year ended December
31, 2018.

UBL Digital

UBL remains an industry leader in innovation with a focus on
customer oriented product development that maintains our
niche versus competition. We continue to build on our futuristic
“Digital Strategy” seeking to transform our products,
processes and customer interactions. For us, Digital is more
than a channel; it encompasses experiential banking guided by
human centric design principles. The end state is developing a
wider payment ecosystem that enables customers to manage
their end-to-end banking needs.

During the year, we launched our state of the art app, “UBL
Digital”. The app is equipped with enhanced security and
unique features such as QR code payments, facial recognition

and augmented reality. In 2018, the Bank also launched digital
client onboarding. With this facility, customers can request to
open a UBL bank account; ‘anytime, anywhere’ through the
UBL Digital App. A digital advisor from the nearest branch will
visit the customer to complete the account opening process
via a digital tablet. This initiative will provide further impetus to
the Bank’s new customer acquisition drive in addition to
allowing it to further strengthen its presence within a vast
underbanked segment.

Our branchless banking proposition, UBL Omni, continues to
lead the way in banking the unbanked and increasing financial
inclusion in Pakistan. Omni is a telco agnostic technology
platform that has brought mobile banking within the reach of
every customer. UBL Omni allows customers to open an Omni
bank account at any Omni ‘Dukan’ using their CNIC and
mobile phone number. With the acquisition of 1.2 million new
customers in 2018, we now have a portfolio of over 2.3 million
Omni account holders. During 2018, we also launched the first
of its kind ‘Selfie Account’, a self-account opening feature via
the UBL Omni mobile app.

Our Omni ‘Dukan’ network spans around 36,000 agents in
more than 850 towns and cities. 2018 was the year of
aggressive growth as throughput of domestic remittances
increased by over 37% to reach Rs. 31 billion, while utility bill
volumes increased by 35%. We continued to maintain our
leadership position in G2P payments by working closely with
the Government of Pakistan and multilateral agencies. Omni
remains a strong proposition for the Bank that continues to
provide new and upcoming services designed to serve a
diversified and evolving customer base.

Economy Review

Economic progress in 2018 has been undermined by
challenges around maintaining a stable foreign exchange
reserves position, containing the fiscal deficit and the steady
increase in the level of inflation. This has resulted in an
expected slowdown in the rate of GDP growth for FY’19 to
4.0% from the earlier targeted level of 6.2% (FY’18: 5.8%). The
low interest rate regime during the previous years, along with
high aggregate demand had resulted in huge credit expansion.
However, measures taken in the last one year in the form of
monetary policy tightening and sharp devaluation are now
impacting the rate of growth.

The current account deficit, although still at high levels, has
reduced from USD 8.4 billion in H1 FY’18 to USD 8.0 billion in
H1 FY’19. The trade deficit reduced from USD 17.7 billion in H1
FY’18 to USD 16.8 billion in H1 FY’19. This is in line with a 2%
YoY increase in the level of exports to USD 11.2 billion in H1
FY’19 vs. last year and a 2.3% YoY reduction in the level of
imports to USD 28.0 billion during H1 FY’19. Home remittances
remained strong with growth of 10% (H1 FY’19 vs. H1 FY’18)
and stood at USD 10.8 billion during H1 FY?*19.

The huge current account deficit continued to strain FX
reserves that reduced from USD 20.2 billion in Dec’17 to USD
13.8 billion at Dec’18, a decline of 31.8%. While the country’s
decision of formally entering into another IMF Programme
remained under review, external support during the last quarter
of 2018 eased the burden on the balance of payments position.
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However, pressure remained on the exchange rate resulting in
a 25.8% devaluation in the rupee over the year with the closing
level in Dec’18 at PKR 138.86/USD.

Inflationary pressures have started to build up as average H1
FY’19 CPI stood at 6.0% year on year versus 3.8% in H1 FY’18.
Rising inflation, combined with the deteriorating external and
fiscal imbalances, resulted in an increase in the benchmark
policy rate by a cumulative 450 basis points in the last one
year, taking the policy rate to 10.25% in January 2019.

A more bearish sentiment prevailed in the stock market
throughout the year as the KSE-100 Index closed at 37,067
points in Dec’18, a decline of 8.4% over the Dec’17 level. 2018
proved to be a difficult year for the stock market in view of
sharp devaluation, while investors awaited more clarity on the
macro economic outlook under the new government. Sell-off
by global funds also led to the lower than expected
performance of the Pakistani bourse as foreign investments
recorded a net outflow of USD 537.1 million in CY’18 (CY’17:
USD 487.1 million).

Banking sector deposits stood at Rs. 13.4 trillion at Dec’18, a
growth of 8.0% over Dec’17. 2018 witnessed strong credit off
take as advances grew by 13.7% over Dec’17 to Rs. 7.4 trillion
at Dec’18. Industry NPLs stood at Rs. 636.7 billion at the end of
Sep’18, increasing by 7.5% over Dec’17, resulting in the gross
infection ratio improving by 40 bps to 8.0% (Dec’17: 8.40%).

UBL International

2018 was a difficult year for the business, owing to tepid
economic conditions in the GCC region. The oil sector was
constrained by range-bound prices coupled with OPEC supply
cut agreements. In addition, the non-oil private sector was
impacted by removal of subsidies, introduction of VAT and
various energy price reforms.

UBL International’s average deposits were recorded at USD 2.1
billion in 2018, down 6% over the previous year. Cost of
deposits was maintained at the last year level of 2.2%, despite
a 100 bps rise in the FED rate during the year. The average loan
portfolio moved from USD 1.6 billion in 2017 to USD 1.3 billion,
in line with the strategy to maintain a more liquid balance sheet
and reduce risk-weighted assets. The investment portfolio,
which comprises of mainly foreign fixed income securities,
closed at USD 636 million (Dec’17: USD 708 million),
generating a healthy yield of 6.5% (2017: 7.1%).

NPLs increased from USD 218 million at Dec’17 to USD 293
million at Dec’18 as a result of the economic slowdown and
cash flow constraints in the UAE and Qatar. The Bank took a
conservative and proactive stance towards assessing the risk
of its credit portfolio and accounts were downgraded in a
prudent manner in line with regulatory guidelines. Despite
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challenging conditions, overseas branches continued to
operate healthy liquidity ratios throughout 2018.

Our focus on growing low cost deposits would gain further
momentum as we rebuild the balance sheet with a more
efficient funding mix. We have restructured our Special Asset
Management team in order to actively pursue recovery from
non-performing accounts. Going ahead, we aim to consolidate
the International business by growing selectively in territories
offering an acceptable risk profile.

Subsidiaries Performance Overview
Highlights of the financial performance of our subsidiaries are
as follows:

United National Bank Limited (UBL UK) is a 55% owned
subsidiary of UBL. In 2018, UBL UK operations posted a net
loss. This is mainly due to provisioning against investments
and a de-risking strategy to free up capital, which entailed sale
of securities below book values. Fee revenues from trade
finance and remittances remained constrained, with NFI
reducing by 79% compared to last year. NIl was recorded at
3% higher compared to 2017. With a prudent asset acquisition
strategy, the investment portfolio increased by 10% during the
year while advances declined by 13%. The deposit base was
maintained at close to the 2017 level.

UBL Switzerland AG is a wholly owned subsidiary of UBL. Its
revenues are derived principally from the trade business. UBL
Switzerland’s profit before tax declined by 12% over the
previous year, mainly due to lower commission earnings and
increased swap costs. NIl grew by 17% year on year. The
balance sheet size remained broadly in line with 2017.

UBL Fund Managers Limited, Pakistan (UBLFM) is a 98.9%
owned subsidiary of UBL. During 2018, UBLFM witnessed a
6% reduction in PBT compared to the prior year. The funds
under management of UBLFM stood at Rs. 62 billion at the
close of 2018 (2017: Rs. 65 billion).

UBL Bank (Tanzania) Limited (UBTL) was established in 2012
and is a wholly owned subsidiary of UBL. During the year, a
capital injection of Rs. 509 million was made to meet minimum
capital requirements. UBTL's loss before tax for 2018 reduced
by 48% as compared to 2017. We are presently re-evaluating
our business strategy and outlook for UBTL.

Credit Rating

JCR-VIS Credit Rating Company Limited (JCR-VIS) re-affirmed
the entity ratings of UBL at ‘AAA/A-1+' (Triple A/A-One Plus) on
June 29, 2018. Outlook on the assigned ratings is ‘Stable’. The
ratings depict strong performance in key areas including asset
quality, capital management and profitability. These are
reflective of UBL’s size and strength as a leading domestic



franchise and a well-diversified business model.

Awards and Recognition

The highlight of the year was UBL being declared as the ‘Bank
of the Year 2018 - Pakistan’ at ‘The Banker Awards’ in London.
The Banker, an affiliate of the Financial Times UK, is the
world’s leading financial publication. The most prestigious title
in the global banking industry, the award recognises
excellence in performance, adding customer value, innovation
and leadership in society. The award is a testament to UBL's
leading contribution in expanding the scope of financial
services and spearheading innovation in the Pakistani banking
industry.

Future Outlook

Led by expansion in core segments, a diversified business
model and a constant drive to innovate, UBL seeks to build on
its leadership position in the local banking industry. Our
diversified liquidity and funding profile supports the lending
portfolio which provides banking solutions to all large
corporates, SME and mid-market customers. In view of the
high interest rate environment, credit acquisition shall remain
selective with focus on asset quality and efficient capital
allocation. We are keen to strengthen our compliance
standards in line with global best practices. We shall continue
to make ourselves more agile while re-investing in people and
infrastructure to improve service quality levels and maximise
operational efficiencies. Branch Banking shall remain the
cornerstone of our operations where we seek to invest more to
scale up the acquisition of NTB customers and maximise
network performance. At UBL, we value the relationships of all
our customers that have been acquired through our wide
reaching branch network. At every level and within every
segment, our ambition is to be the best service bank for our
customers.

Although today the branch network is key, we believe the local
market has unlimited business growth potential with more than
80% of the Pakistani population remaining unbanked. We have
strategically seized this opportunity over the last few years; as
a result, we are the market leaders in branchless banking
through UBL Omni. However, in the future, through our Digital
Strategy, we are geared up to create an operating model that
can be replicated to enhance coverage across all parts of the
country, providing a bank account to every Pakistani citizen.
This will evolve through technological investments, emerging
as a data driven Bank and by creating integrated ecosystems.

UBL shall remain highly committed to our vision of a developed
and prosperous Pakistan. We shall continue to support
infrastructural development of educational institutes, while also
contributing towards healthcare and community welfare. By
serving worthy causes across Pakistan, UBL intends to
strengthen and diversify its sustainability efforts in the coming
years.

We believe in expanding the scope of banking services in
Pakistan in order to play an active role in the development of
an economy that is transitioning towards its true potential.

Corporate Governance

Directors’ Statement

The Board of Directors is committed to ensuring that the

requirements of corporate governance set by the Securities

and Exchange Commission of Pakistan are fully met. The Bank
has adopted good corporate governance practices and the

Directors are pleased to report that:

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

e Proper books of accounts of the Bank have been maintained.

e Appropriate accounting policies have been consistently
applied in the preparation of the financial statements, except
for the changes in accounting policies as described in Note
5.1 to the financial statements. Accounting estimates are
based on reasonable and prudent judgment.

e International Financial Reporting Standards, as applicable to
banks in Pakistan, have been followed in preparation of
financial statements without any departure therefrom.

e The system of internal control in the Bank is sound in design
and is effectively implemented and monitored.

e There are no significant doubts regarding the Bank’s ability to
continue as a going concern.

e There has been no material departure from the best practices
of corporate governance.

e Performance highlights for the last six years are attached to
these unconsolidated financial statements.

e Profit amounting to Rs. 1.5 billion has been transferred to
Statutory Reserve for the year 2018.

e Composition of the Board is given in paragraphs 1 and 2 of
the Statement of Compliance with the Code of Corporate
Governance.

e Details of Directors’ training programmes are given in the
Statement of Compliance with the Code of Corporate
Governance.

e The Non-Executive Directors, including Independent
Directors, are eligible for fees and logistic expenses for
attending meetings of the Board and Board Committees as
approved by the Board of Directors. Moreover, the fee paid to
these directors is made part of the agenda for the Annual
General Meeting to obtain post facto approval from the
shareholders.

The Board has constituted the following four Committees with
defined Terms of Reference (ToRs):

Board Audit Committee (BAC):

1. Mr. Amar Zafar Khan Chairman
2. Mr. Haider Zameer Choudrey Member
3. Mr. Khalid A. Sherwani Member
4. Mr. Rizwan Pervez Member
5. Mr. Ageel Ahmed Nasir Secretary

Board Risk and Compliance Committee
(BRCCQ):

1. Mr. Zameer Mohammed Choudrey Chairman
2. Mr. Arshad Ahmad Mir Member
3. Ms. Sima Kamil Member
4. Mr. Imran Sarwar Secretary

Board Human Resource & Compensation
Committee (HRCCQ):
1. Mr. Arshad Ahmad Mir
2. Mr. Khalid A. Sherwani

Chairman
Member
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3.  Mr. Amar Zafar Khan Member
4. Mr. Syed Zulfigar Hussain Secretary
Board IT Committee (BITC):

1. Mr. Tarig Rashid Chairman
2. Mr. Haider Zameer Choudrey Member
3. Ms. Sima Kamil Member
4. Mr. Muhammad Faisal Anwar Secretary

The number of Board Committees’ meetings held during the
year and the number of meetings attended by the Directors is
shown below:

BAC BRCC HRCC BITC

Number of meetings held 5 4 4 4
Number of meetings attended:

Mr. Zameer Mohammed Choudrey, CBE
Mr. Haider Zameer Choudrey

Mr. Rizwan Pervez

Mr. Arshad Ahmad Mir

Mr. Khalid A. Sherwani

Mr. Amar Zafar Khan

Mr. Tariq Rashid

Ms. Sima Kamil - 4 - 4
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The Bank operates five funded retirement schemes which are
the Provident Fund, Gratuity Fund, Pension Fund, Benevolent
Fund and General Provident Fund.

The values of the investments of these funds, based on their
latest audited financial statements as at December 31, 2017 are
as follows:

Rupees in ‘000

Employees’ Provident Fund 3,732,673
Employees’ Gratuity Fund 797,983
Staff Pension Fund 3,151,514
Staff General Provident Fund 1,091,639
Officers/Non-Officers’ Benevolent Fund 489,328

Meetings of the Board

During the year under review, the Board of Directors met six
times. The number of meetings attended by each Director
during the year is shown below:

Name of the Director Designation  Meetings
Attended

Sir Mohammed Anwar Pervez, OBE, HPk Chairman 6

Mr. Zameer Mohammed Choudrey, CBE Director 6

Mr. Rizwan Pervez Director 6

Mr. Haider Zameer Choudrey Director 6

Mr. Arshad Ahmad Mir Director 6

Mr. Khalid A. Sherwani Director 4

Mr. Amar Zafar Khan Director 6

Mr. Tariq Rashid Director 6

Ms. Sima Kamil President & CEO 6
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Pattern of Shareholding
The pattern of shareholding as at December 31, 2018 is given
below:

Shareholders No. of Shares % ofS(erinary

ares

Bestway Group (BG) 752,514,602 61.47
General Public & Others 341,946,911 27.93
Banks, DFls & NBFls 29,521,040 2.41
Insurance Companies 57,983,211 4.74
Modarabas & Mutual Funds 41,219,943 3.37
International GDRs (non-voting shares) 992,266 0.08
Privatization Commission of Pakistan 1,714 0.00
TOTAL OUTSTANDING SHARES 1,224,179,687 100.00

The aggregate shares held by the following are:

No. of Shares
a) Associated Companies, undertakings &
related parties

- Bestway (Holdings) Limited* 631,728,895
- Bestway Cement Limited 93,649,744
b) Modarabas & Mutual Funds** 41,219,943
c) Directors & CEO***
-Sir Mohammed Anwar Pervez, OBE, HPk 12,765,368
-Mr. Zameer Mohammed Choudrey, CBE 2,348,870
-Mr. Haider Zameer Choudrey 2,000,000
-Mr. Rizwan Pervez 129,500
-Mr. Arshad Ahmad Mir 2,500
-Mr. Khalid A. Sherwani 2,500

-Mr. Amar Zafar Khan -
-Mr. Tarig Rashid -
-Ms. Sima Kamil 471

d) Executives 1,194,051
e) Public sector companies and corporations 118,628
f)  Banks, DFls, NBFls, Insurance Companies 87,504,251

*The Bank is a subsidiary of Bestway (Holdings) Limited which
is incorporated in the United Kingdom.

**Name wise detail of Modarabas & Mutual Funds is annexed
with Categories of Shareholders.

***There were no shares held by the spouses or minor children
of the Directors and CEO of the Bank.

Shareholders holding 5% or more No. of Shares %
voting rights

Bestway (Holdings) Limited 631,728,895 51.60
Bestway Cement Limited 93,649,744 7.65

Trades in the shares of UBL carried out by Directors,
Executives and their spouses and minor children are annexed
along with the Pattern of Shareholding.

Risk Management Framework

The Bank’s Risk and Credit Policy Group has the following
verticals:

e Corporate, Commercial, SME and Financial Institutions Risk
e International Risk

e  Consumer Credit

e Market and Treasury Risk

e Basel and Operational Risk

¢ Information Security

e Credit Policy and Research



The Bank’s risk governance is exercised by two Committees:

e Risk Management Committee

e Portfolio Review Committee

The Risk Management Committee is chaired by the President
and CEO and comprises of the Heads of all areas of Risk,
Business and Credit Administration. The Committee is
responsible for reviewing and undertaking strategic business
decisions with a collective view on Credit Risk, Market Risk,
Operational Risk and Capital.

The Portfolio Review Committee includes Heads of Credit
Risk, Business, Credit Administration, Special Asset
Management and is chaired by the President and CEO. The
Committee reviews overall portfolio of problem credits
including watch list accounts and NPLs in various segments.
The committee is responsible for formulating remedial
strategies and action plans aimed at improving portfolio health.

2018 was a challenging year for Pakistan’s economy as it
confronted a host of adverse factors that resulted in increasing
inflationary pressure and government borrowings from the
banking sector to finance the widening budget deficit. These
factors include the Rupee devaluation, increase in the
benchmark interest rate, and a widening trade and current
account deficit based on stagnant exports and low foreign
exchange reserves. These negatively affected the local
borrowing segment’s cost of doing business and debt
servicing capacity. International lending also remained in focus
demanding higher attention owing to lower economic growth in
the Middle East affecting businesses and ultimately the
banking sector.

The Bank revised its Policies in line with changing risk,
regulatory and the internal control environment. During the
year, various concentration limits were rationalised, and
controls were enhanced.

The Bank’s Credit Risk Management Division focused on risk
mitigation measures such as rationalising exposures across
industries, focusing on a forward-looking framework to
proactively identify potential asset deterioration across all our
businesses and enhanced scrutiny of classified assets.

Within Consumer products, the portfolio is showing steady
growth with controlled delinquencies under a meticulous risk
environment. Policies and processes have been aligned to
maintain the risk and reward profile. International Consumer
credit policies were also aligned with domestic risk framework
to improve synergies. Additionally, various portfolio
management techniques are used for NPL management and
stress testing scenarios are also being used to further improve
asset quality.

In line with the SBP Risk Governance Framework for Overseas
Operations, the division is being managed from HO, with
regional presence where required. During the year, several
initiatives such as de-risking of high RWA assets, focus on cost
efficiencies, proactive portfolio management, mapping of
policies with domestic structure as well as gap analysis of local
regulatory guidelines were also undertaken.

The Bank has a dedicated Market and Treasury Risk Function,

to measure and monitor all risks related to market movements
such as Interest Rate, Equity, Foreign Exchange and Liquidity
Risk and ensure the same remain well within the prescribed
risk appetite of the Bank as approved by the Board.

It is UBL's policy to hold adequate liquidity buffers at all times
in order to meet all its obligations in the normal course of
business. In addition, the Liquidity Contingency Plan of the
Bank is formulated in a manner to ensure that a comprehensive
strategy is instituted in the Bank in times of a liquidity crisis.

The Bank has maintained its CAR well above the regulatory
thresholds throughout the year under the prescribed Basel-IlI
regulations. The Internal Capital Adequacy Assessment
Process (ICAAP) Framework is reviewed annually and updated
in case of any material change in the underlying long-term
strategy of the bank.

The Operational Risk Management Framework is governed by
comprehensive policies and procedures in line with the
regulatory guidelines. The Framework is implemented to
strengthen the overall control environment of the Bank.
Operational Risk Assessment tools are used to assess,
mitigate and monitor potential risk areas that may arise in the
Bank’s business and support functions. The Framework has
also been strengthened through acquisition of a robust
system.

UBL has established an extensive Information and Cyber
Security (IS) Program to manage the security of its information
assets. The sensitive information managed by UBL including
the data entrusted to UBL by its customers, partners and staff
are among the organisation’s most valuable assets. Given the
competitive nature of UBL’s business and significant value of
the data it manages, the Risk Group, in conjunction with
business and technology, has taken measures to:

e Reduce information security risks and potential business
impacts to an acceptable level through the introduction of a
detailed Information Security Risk Assessment/Management
programme and Vulnerability Assessment Process.

e Generate business value through the optimisation of security
investments by self-developing secure tools and processes,
Internal Penetration test process, Online IS awareness and
trainings for all staff.

e Preserve and increase market share with a reputation of
safeguarding information assets by introducing multiple IS
initiatives such as advanced malware protection, end point
protection and Next generation firewall etc.

Corporate Social Responsibility (CSR)

At the core of UBL's Sustainability philosophy is the desire to
help the less fortunate by supporting causes that make a
meaningful impact and empower communities. In 2018, UBL
donated a record amount to projects that further strengthened
and diversified its sustainability efforts. Supporting healthcare
projects through infrastructural development of medical
institutions and provision of life-saving equipment and
ambulances were the core areas where the Bank focused its
sustainability efforts. Other areas the Bank contributed
towards included education and water conservation projects.
In line with our commitment to create a positive impact on the
environment, in 2018, we also launched an organisation wide
“Go-Green” drive encouraging minimal use of paper.
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Directors’ Report

to the Members 2018

Statement of Internal Controls

The Board is pleased to endorse the statement made by the
management relating to Internal Controls over Financial
Reporting (ICFR) and also the overall internal controls. The
Statement on Internal Controls is included in the Annual
Report.

Auditors

The present auditors, M/s. KPMG Taseer Hadi & Co.,
Chartered Accountants and M/s. A.F. Ferguson & Co.,
Chartered Accountants, retire and M/s. A.F. Ferguson & Co.,
Chartered Accountants being eligible, in accordance with the
special approval as received from the State Bank of Pakistan,
offer themselves for re-appointment in the forthcoming Annual
General Meeting. The Board of Directors, on the
recommendation of the Board Audit Committee, recommends
M/s. A.F. Ferguson & Co., Chartered Accountants, for
re-appointment as auditors of the Bank.

Conclusion

In conclusion, we would like to express our gratitude to our
customers and shareholders for placing their confidence in us.
We sincerely appreciate the untiring efforts of the entire UBL

team that works relentlessly to surpass customer expectations.

We would also like to extend our sincere thanks to the State

Bank of Pakistan, Securities and Exchange Commission of
Pakistan and other regulatory bodies for their continued
direction and support.

For and on behalf of the Board,

= @

Sima Kamil
President & CEO

Amar Zafar Khan
Director

Karachi,
February 20th, 2019

Board of Directors
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Sustainability
at UBL in 2018

UBL has always strived to consolidate itself as a conscientious
and respected corporate citizen. The Bank recognises its
obligation to continuously improve its processes, systems,
products and services to create value for the communities it
operates in. Through a transparent and prudent Sustainability
Agenda, UBL aims to encourage a positive impact via projects
aimed towards the betterment of the environment, consumers,
employees, communities and all its stakeholders.

At the heart of UBL’s Sustainability philosophy is the desire to
help the less fortunate by supporting causes and empowering
communities. As part of its Sustainability Agenda, UBL focuses
on the sectors of Education, Healthcare, Literature & Arts, Water
Scarcity and Natural Disaster Relief. The Bank works both
independently as well as in partnership with specialist
organisations, to empower disadvantaged sections of the society
through economic regeneration and employment creation.

In 2018, UBL focused its sustainability efforts towards areas of
healthcare, education and water conservation.

UBL’s Sustainability Agenda is strongly focused on healthcare
with the objective of reducing any and every barrier to its
access. The Bank donates to healthcare facilities across
Pakistan in order to ensure that no patient in need of medical
treatment is turned away. In 2018, UBL's Sustainability spend
on healthcare projects more than doubled in terms of Rupee
value as compared to last year and was almost 50% of the
entire donations of 2018. Projects involved donations for
purchase of critical medical equipment and emergency
vehicles, infrastructural projects for medical institutions and
patient welfare.

Beneficiaries in the healthcare sector included Edhi
Foundation, Shaukat Khanum Hospital, Shalamar Hospital,
Marie Adelaide Leprosy Center and Gwadar District Hospital,
among others.

Provision of opportunities for higher education through
scholarships and endowment funds remained UBL’s top
priority in the education sector. UBL was able to provide higher
education opportunities to more than 200 students in 2018.
Educational institutions like LUMS, FCC, Bahauddin Zakariya
University, Nasra Schools and SOS Children’s Village Pakistan
were some of the educational institutions who were recipients
of UBL’s donations during the year.

In 2018 UBL enhanced its sustainability efforts towards water
conservation projects. Water scarcity is reaching alarming
levels in Pakistan and is an area which desperately needs
attention and investment. UBL worked in association with
NGOs like Hisaar Foundation for water sustainability projects.
Linking with such specialist institutions and investing
Sustainability funds in projects working towards alleviating the
shortage will be a strong focus area in the years to come.

2018 saw a substantial enrichment in UBL’s Sustainability
activities, with donations to worthy causes increasing by
almost 85% from the previous year. Carrying forward the
momentum, the Bank begins 2019 with an even stronger
affirmation towards enriching lives of and building a brighter
future for a diverse and more extensive recipient base.
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Introduction

2018 proved to be a challenging year for the economy.
Pressures mounted from a deteriorating current account
balance, widening fiscal deficit and lower foreign exchange
reserves, thus reducing the pace of economic growth. However,
recent developments have been encouraging, re-affirming faith
in Pakistan’s growth story. Firstly, the current account deficit,
although still elevated, is showing signs of receding as the trade
deficit narrowed with steady build up in home remittances.
Secondly, with a potential entry in the IMF program, the country
will embark upon comprehensive structural reforms that will
instill fiscal discipline and lay the foundations for sustainable
progress. Furthermore, FDI flows are set to return to Pakistan
with MoUs signed with friendly countries and more in the
pipeline within power and infrastructure projects. Progress on
the China Pakistan Economic Corridor is underway and remains
a key determinant for long-term development and attaining a
strategic position as a regional trade hub.

We believe that Pakistan has immense growth potential. Credit
penetration remains low, particularly in the individual and
mid-market segments with a huge unbanked population. Our
strategy is directed towards growing core business segments by
leveraging our strengths and investing in technology based
solutions for the future. Given our widespread coverage,
diversified business model and an appetite to grow, UBL is ideally
placed to play a leading role in the country’s economic revival.

UBL is the second largest private sector bank in the country with
an asset base of Rs. 1.9 trillion (USD: 13.6 billion) at Dec’18. A
premier Retail Bank operation, our network spans 1,379
branches globally. Our deposit base stood at Rs. 1.4 trillion,
advances portfolio at Rs. 716 billion and total investments at Rs.
786 billion at the end of Dec’18.

The Branch Banking Group is a leading retail franchise in the
country. With a domestic deposits market share of 8.3%, we
serve over 5 million customers. Our network extends to all major
cities, while we also serve remote towns and villages through
our branchless banking proposition, ‘UBL Omni.” With around
half of our network present in rural areas, we have played a
pivotal role in promoting financial inclusion in Pakistan. Our
product suite is holistic, ranging from basic liability accounts to
priority offerings, bancassurance, home remittances and cash
management. We are an active player in the SME and Consumer
lending segments. In addition, we also offer a wide range of
Islamic Banking solutions through our 94 dedicated Islamic
branches and 158 Islamic Banking Windows.

The Corporate and Investment Banking Group is a key strategic
partner to large corporate and public sector clientele. We have
been key in financing major energy and infrastructure projects in
the country. Our portfolio remains well diversified, where asset
writing is directed towards maintaining stable relationship yields
and ensuring that capital is allocated efficiently. The Digital
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Banking Group is geared towards transforming UBL into a Bank
of the Future by creating innovative solutions that re-define
customer experiences. The Treasury and Capital Markets
Division maintains a strong contribution to the bottom line
through proactive positioning and trading activities.

The constrained economic environment in the GCC impacted
UBL International’s performance in 2018. In line with our
de-risking strategy, credit growth remained restricted with
stringent underwriting standards while we significantly reduced
risk-weighted assets. Our business model is centered around Fl
lending, trade and treasury investments. Reviving the Retail
Banking function is a key priority in order to build stable core
deposits base for organic balance sheet expansion. Proactive
monitoring of stressed accounts is being carried out along-with
aggressive recovery efforts against non-performing loans. The
focus is on maintaining strict cost discipline, supported by a
lean operating model.

UBL
‘Bank of the Year

2018 — Pakistan’

Financial Highlights for 2018

UBL posted a standalone Profit Before Tax (PBT) of Rs. 25.0
billion in 2018 compared to Rs. 39.9 billion in 2017. This was a
challenging year for the Bank as profitability came under
pressure from an increase in NPLs across International
operations. Bottom line was also impacted by an extraordinary
pension charge of Rs. 6.7 billion on account of past service
pension benefits. Excluding the impact of this one-off cost, the
normalised PBT for 2018 stood at Rs. 31.6 billion.

Capital levels remain strong, maintained well above the
regulatory requirements. The Capital Adequacy Ratio (CAR)
improved from 15.4% at Dec’17 to 17.7% at the end of Dec’18.
CET-1 CAR was recorded at 12.4% at Dec’18 (Dec’17: 11.3%).
Tier-1 CAR closed at 13.4% at Dec’18 compared to 11.3% at
Dec’17. Dividend payouts remain strong as the Bank distributed
Rs. 13.5 billion (Rs. 11 per share) in dividends during 2018.

During 2018, the Bank successfully closed the Pre-IPO of its
Additional Tier 1 (ADT-1) Term Finance Certificates (TFCs)
amounting to Rs. 9 billion. In Jan’19, UBL concluded the Initial
Public Offering of the instrument. The IPO was met with a
positive response, being oversubscribed by over 60%. With the



successful completion of the IPO, the total issue size of Rs. 10
billion now stands closed. The largest listed instrument of its
kind to date, the TFCs will further strengthen our capital position
and create room for future balance sheet expansion.

Balance sheet strength backed by core deposits buildup

The asset base closed Dec’18 at Rs. 1.9 billion, largely in line
with the previous year. At the Bank level, deposits stood at
Rs. 1.4 trillion at Dec’18 end, increasing by 7% over the
previous year.

The strength of our balance sheet is driven by the domestic
Branch Banking franchise. Domestic deposits grew by 9% year
on year to touch Rs. 1.1 trillion in Dec’18. Our strategy is
directed to maintaining optimal CASA levels through active
customer acquisition across current accounts and shedding of
high cost deposits. On average, current deposits were
recorded 15% higher year on year at Rs. 454 billion during
2018, with incremental volumes of over Rs. 60 billion. Average
non-core expensive deposits were reduced by 27% against
2017. As a result, the average CASA ratio improved from 83%
in 2017 to 87% in 2018.

In view of liquidity constraints in the GCC markets, the focus
within UBL International has been on maintaining stable
funding while minimising cost of deposits. International
deposits ended 2018 at USD 1.9 billion against USD 2.3 billion
in 2017. Cost of deposits was recorded at 2.2% in 2018, at par
with 2017. This is despite an increase of 100 bps in the USD
FED rate during the year.

At the Domestic level, average performing advances grew by
35% from Rs. 360 billion in 2017 to Rs. 485 billion in 2018. The
Corporate Banking Group delivered strong growth of over 31%
in average performing advances led by public sector
disbursements. We continued to build on our momentum in the
SME and Consumer lending segments, recording a growth of
25% and 36% in the average portfolio respectively. Within
International, asset booking remained selective in line with our
de-risking strategy.

UBL’s net investments closed at Rs. 786 billion (Dec’17: Rs. 1.1
trillion). Funds are primarily deployed in treasury securities
within Domestic Bank, including Rs. 410 billion in Pakistan
Investment Bonds (PIBs) and Rs. 243 billion in Treasury Bills.
Our portfolio of fixed income foreign bonds stood at USD 635
million at Dec’18 (Dec’17: USD 708 million). Our listed equities
portfolio closed at Rs. 16.7 billion at Dec’18, consisting of
long-term positions built with a view to earn the bank a stable
stream of dividend income.

Net interest earnings sustained at the 2017 level

UBLs net interest income (NII) was recorded at Rs. 56.2 billion
in 2018, maintained at the previous year’s level. Net interest
margins (NIMs) stood at 3.8% in 2018, a reduction of 12 bps
from last year. 2018 witnessed a cumulative increase of 425
bps in the SBP’s benchmark interest rate. Margins were
supported by a 15% growth in average domestic current
accounts. The high rate regime notwithstanding, cost of
deposits was contained at 3.0%, increasing by only 28 bps

versus last year. On a year on year basis, the average domestic
loan portfolio recorded a strong growth of 35%, with yields
improving by 74 bps over 2017 to 7.7% for the current year.
NIMs stand to improve from next year onwards in view of
further repricing in the loan portfolio, maturities of close to

Rs. 100 billion in PIBs to be invested at higher yields and as a
result of balance sheet growth through deposit mobilisation.

Revenue growth led by NFI diversification — Banca leads with
37% growth

Non Fund Income (NFI) was recorded at Rs 25.1 billion in 2018,
reflecting a 13% growth over the previous year and
contributing 31% to the Bank’s gross revenue (2017: 28%).
2018 marked a successful year for the Domestic fee franchise
as earnings stood 20% higher year on year.

In 2018, we further strengthened the sales momentum in
Bancassurance as commission income grew by 37% to reach
Rs. 1.6 billion in 2018. Commissions from ATM / Debit cards
increased by 28% with 672,000 new cards issued during the
year, taking the active card base to over 1.9 million cards. UBL
built on its market leadership position in the home remittances
business as its market share improved from 26.5% in 2017 to
nearly 29% in 2018. As a result, commissions from home
remittances grew by 45% year on year to Rs. 1.2 billion in
2018. UBL Omni maintained its strong contribution to overall
fees with revenues of Rs. 836 million in 2018. Strong buildup
across autos and credit cards led to a 12% growth in
consumer related fees, which stood at Rs. 830 million in 2018.
Trade revenue was recorded at Rs. 1.0 billion at Bank level, in
line with 2017. Domestic cash management commissions grew
by 19% year on year as transaction throughput touched Rs. 3
trillion in 2018. Domestic Investment Banking fees saw a 17%
growth to end 2018 at Rs. 704 million, led mainly by debt
arrangement mandates in the power sector.

e ————

Dividend income was recorded at Rs. 2.1 billion in 2018 (2017:
Rs. 2.4 billion), supported by stable payouts from our holdings
in the power and fertiliser sectors. FX income witnessed a
strong growth of 85% over the previous year to reach Rs. 3.5
billion in 2018. This was the result of aggressive client
coverage across Corporates and SMEs, along with active
trading amid the more volatile exchange rate environment.
Capital gains amounting to Rs. 4.6 billion were realised (2017:
4.4 billion), primarily on fixed income securities.
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Cost growth in line with reinvestment in branch network and
volumes growth

Administrative expenses amounted to Rs. 38.8 billion in 2018, a
growth of 10% over the previous year. During 2018, the Bank
contributed Rs. 575 million as insurance premium for deposit
protection. Excluding this impact, expense growth remained
well contained at 8% year on year, while cost to income ratio
was measured at 47.0% (2017: 45.0%).

Employee compensations, the largest component of the
expense base, increased by 10% largely due to merit
increments and hirings within the retail network. Property
expenses stood 8% higher year on year resulting from rent
escalation across the estate and relocation of branches to high
visibility locations. IT expenses saw an increase of 16% over
the previous year in line with investment in platforms and
building on our digital strategy.

Prudent loan loss classifications within International lead to
higher provisioning expense

Prudent loan loss recognition in International operations amid
the concerning economic slowdown within the GCC, resulted
in NPLs increasing from Rs. 24.1 billion at Dec’17 to Rs. 40.6
billion at Dec’18. UBL International recorded a provision
expense of Rs. 11.2 billion in 2018 (2017: Rs. 4.8 billion).
Consequently, specific coverage improved from 58% at Dec’17
to 74% at Dec’18.

The Domestic Bank recorded a net provision charge of Rs. 1.7
billion in 2018 against a net reversal of Rs. 2.3 billion in the
previous year. The charge related primarily to impairment on
the Bank’s equity holdings. Sustained recovery efforts driven
by the Special Assets Management Division resulted in
non-performing loans reducing from Rs. 28.2 billion at Dec’17
to Rs. 27.9 billion at Dec’18. Resultantly, asset quality for
Domestic Bank improved to 4.9% at Dec’18 (Dec’17: 6.0%).

Branch Banking Group
A leading domestic franchise with wide network penetration

The Branch Banking Group is a key pillar of the UBL franchise.
We are a leading player in the Pakistani banking space, with a
market share of 8.3%. We pride ourselves in being the trusted
financial partner of over 5 million customers, a base that
continues to grow by the day. We remain one of the few banks
in the country that maintain a deposits size portfolio over the
Rs. 1 trillion level. Rather than aggressive market share
acquisition, our strategy is to maintain a healthy deposit mix
led by new to bank (NTB) CASA relationships. Our distribution
teams maintain an active focus on deepening and cross sell to
deliver a complete solution to customer requirements.
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Strong current deposits momentum supported by NTB
relationships

2018 witnessed strong current account acquisitions
momentum as we added 586,000 new to bank current
accounts. Emphasis this year has been on maximising network
performance to fully leverage our potential. During the year, we
realigned our sales and distribution structure by putting in
place a leaner network model with increased autonomy for
Branch Managers. Robust productivity benchmarks were put
in place in line with the location and profile of each branch.

Key performance indicators (KPIs) were improved further to
shift from a liability only focus to build cross sell targets across
the network. In addition, we also modified the remuneration
structure for our sales teams with more direct, performance
driven compensation.

The Bank continues to invest heavily in its branch network. In
2018, our focus remained on network relocations rather than
expansion. As part of this strategy, we relocated 34 branches
to enhance visibility at prime locations. In addition, we
renovated 89 branches to improve the look and feel of our
branches and provide modern, efficient service standards for
our customers.

The Islamic Banking business extended its strong growth
trajectory in 2018 as its balance sheet grew by 21% over last
year to end 2018 at Rs. 77.5 billion. Going forward, we seek to
build our niche in this segment by consolidating the existing
network, enhancing penetration across SMEs and continuous
product innovation in order to cater to the needs of this fast
growing segment.

Revenue diversification with robust earnings across major fee
businesses

2018 was another successful year for the bancassurance
business. Commission revenues increased from Rs. 1.2 billion
in 2017 to Rs. 1.6 billion in 2018 i.e. an increase of 37%.
Premium volumes grew by 55% year on year to Rs. 3.4 billion
in 2018 as we further deepened our relationships with leading
insurance companies. As result, our market share improved
from 15% in 2017 to 21% in 2018.



Fee income from ATM / Debit Cards stood 28% higher year on
year at Rs. 1.6 billion in 2018. Maintaining a strong focus on
enhancing card penetration across new as well as existing
customers, we issued 672,000 new debit cards during the year,
taking our debit cards portfolio to 1.9 million active cards at the
end of Dec’18. Furthermore, we deployed 73 new ATMs in 2018
to reach a network size of 1,451 ATMs as at Dec’18.

Expanding our footprint in Consumer and SME Financing

The Consumer Banking business brought forth its strong
growth stride from previous years. The overall portfolio
averaged at Rs. 14 billion in 2018, an increase of 36%
compared to 2017. Autos financing led the acquisition
momentum as the average portfolio grew by 48% to reach Rs.
9.7 billion in 2018. Credit card loans averaged at Rs. 2.2 billion
in 2018, reflecting a growth of 10% over last year as we
continue to enhance the overall value proposition for our
customers.

UBL operates one of the largest network of dedicated centres
to service Small and Medium Enterprises (SMEs) in major
trading hubs across Pakistan. During 2018, we widened our
footprint by launching Supply Chain Financing to target
vendors and suppliers of major Corporate relationships. In
addition, we also enhanced the product offering with the
introduction of Fleet Financing facilities. As a result of these
initiatives, average SME advances witnessed a 25% year on
year growth to close 2018 at Rs. 31 billion.

Corporate and Investment Banking Group
(CIBG)

Strong credit growth with consistent improvement in asset
quality

UBL's loan book is driven by the Corporate Banking Group
(CBG). CBG continued to play a key role in major private and
public sector expansion projects in 2018. The Group has built a
quality portfolio across diverse industries including fertilisers,
chemicals, engineering, telecom and pharmaceuticals.

CBG'’s performing advances closed at Rs. 442 billion at
Dec’18, a growth of 27% compared to Dec’17. Disbursements
of close to Rs. 140 billion were made during the year, primarily
to support major power projects in the country in collaboration
with entities including K-Electric, Siddigsons Energy, WAPDA,
National Power Parks and NTDC. Credit expansion is led by a
two-tiered focus on maintaining optimal asset quality and
efficient deployment of capital through yield enhancements at
the relationship level.

Market leading position in cash management

The Transaction Banking Group (TBG) is a key partner to large
corporate and public sector organisations in meeting their
cash management needs. Our market leading position is built
upon our superior technological platform and widespread
network coverage. 2018 was another year of solid performance
for TBG as the transaction throughput was recorded at over
Rs. 2.5 trillion compared to Rs. 1.5 trillion in 2017 i.e. a growth

of 68%. The business acquired 86 new mandates during the
year including 18 Employee Banking mandates. The core focus
for relationship teams was scaling up coverage by increasing
wallet share from existing customers in addition to acquiring
new relationships.

Investment Banking Group (IBG) maintaining strong
contribution to bottom line

UBL has one of the largest Investment Banking business in
Pakistan. Investment Banking revenues witnessed a 17%
growth in 2018. The Debt Capital Markets and Syndications
Unit closed 4 GoP backed deals during the year, with UBL
participation of Rs. 37 billion. The Group also successfully
completed a USD 225 million GoP funding transaction where
UBL participated to the extent of USD 40 million. Project
Finance and Advisory concluded the largest ever project
financing undertaken by domestic banks, Lucky Electric’s 660
megawatts Thar-coal fired IPP. UBL is also the exclusive
financial advisor and mandated lead arranger for the 330
megawatts Siddigsons Energy Thar-coal fired IPP.

IBG is at the forefront in steering the Bank’s China Business
Initiative. The landmark achievement this year was that the
Bank entered into a USD 200 million financing agreement with
the China Development Bank (CBD). The facility will be
instrumental in providing long-term USD liquidity for major
infrastructure and power projects in Pakistan, in addition to
easing the burden on the country’s foreign exchange reserves.
Furthermore, we continue to enhance our product offering to
cater to the needs of Chinese businesses. During the year, we
launched the ‘UBL Unizar Chinese Yuan (CNY) Account’ for
Chinese Companies operating in Pakistan.

Treasury and Capital Markets (TCM)

UBL is a dominant player in Pakistan’s financial markets given
its balance sheet size and market positioning. The Bank is
among the top primary dealers and a leading market maker
with an active role in deepening the GoP debt market. UBL is
also one of the first authorised derivative dealers to be
appointed by the SBP in Pakistan. TCM maintained its strong
contribution to the Bank’s earnings in 2018. The PIBs portfolio,
which was built strategically over the past few years, yielded a
return of 8.3% return during the year. In view of the high
interest rate environment, we have shifted our portfolio mix
towards the shorter end of the curve. Our Treasury Bills
portfolio averaged at Rs. 272 billion in 2018, was invested at a
yield of 6.9% (2017: 5.9%). UBL holds one of the largest equity
books in the industry. Our portfolio is well-diversified
comprising investments in top tier corporates in the oil and
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gas, fertiliser, power and cement sectors. The dividend yield
stood at 9.3% (2017: 10.3%). 2018 was a difficult year for the
stock market, with sentiment dampened by economic
headwinds, political uncertainty and the exodus of foreign
investors. However, the Capital Markets Division continued to
diversify revenue streams, earning a combined Rs. 2 billion in
dividends and capital gains.

The Bank actively participates in the FX market with significant
volumes generated from corporates, SMEs and individuals
across its large branch network. The Corporate and
Institutional Sales Desk continues to expand coverage by
actively tapping new customers and market segments as well
as pursuing aggressive cross sell strategies across the client
base. Proactive positioning within a volatile exchange rate
environment helped the FX Desk more than double its
revenues year on year to record a total Rs. 2.9 billion in
exchange earnings in 2018.

Digital Banking Group

UBL has established itself as an industry leader in innovation.
Our vision is to transform the way banking is done by
developing unique customer experiences and futuristic
technologies that aim to make banking easier and accessible
for the mass market. 2018 marked the roll out of the ‘UBL
Digital’ app. The app is equipped with improved security and

OPEN A
BANK ACCOUNT

ANYTIME
ANYWHERE

WITH UBL DIGITAL APP

state of the art features such as QR code payments, facial
recognition and augmented reality. It empowers customers to
create their own personal payment preferences and
transactional limits. Backed by an effective ad campaign, the
app has gained wide acceptance among our customers. Within
a short time of its launch, the app. subscriber base stood at over
300,000 at Dec’18, which is 10% of our active customer base.

Another milestone achieved this year was the launch of digital
client on boarding via ‘UBL Digital’. This unique proposition
makes the account opening process paperless, enabling
customers to open an account at their own convenience,
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without the need to visit a branch. This initiative will serve to
bring digital financial services within the reach of the larger

population along-with providing impetus to the Bank’s NTB

customer acquisition drive.

UBL's branchless banking product, ‘UBL Omni’, is a leader in
banking the unbanked and increasing financial inclusion in the
country. Customers across Pakistan can open a UBL Omni
bank account at any UBL Omni ‘Dukaan’ using their CNIC and
mobile phone number. Our coverage is vast, extending to over
36,000 Omni agents in more than 850 cities and towns. 2018
saw aggressive volumes growth as we captured market share
from competition. The domestic remittances throughput grew
by over 37% over the previous year while utility bills payments
grew by 35%. We continue to maintain our leadership in G2P
payments, with disbursements of Rs. 23 billion during the year.

Active NTB focus driven by digital client onboarding resulted in
over 1.2 million new accounts being opened this year, taking
the overall customer base to over 2.3 million. In 2018, we also
introduced the ‘Selfie Account’, a self-account opening feature
through the UBL Omni Mobile app. This feature allows
customers to instantly open a UBL Omni branchless banking
account via the Omni Mobile App and transact through the app.

International

Difficult business environment in 2018 - focus on de-risking
and reorganisation

2018 was another challenging year for the International
business. Sluggish economic activity in the GCC region, stiff
competition among a large number of banks and monetary
tightening created a testing operating environment. Retail and
real estate sectors in the region remained under pressure, as
did small-to-mid-sized enterprises. As a result, a spike in
non-performing loans was seen in 2018. The Bank took a
proactive, conservative stance towards providing for loan
losses, with a view to building adequate coverage, which
negatively impacted the International segment’s profitability.

The focus in 2018 was on de-risking the International balance
sheet with limited Corporate asset writing and liquidity
deployment within sovereign securities. As liquidity tighten in
the GCC markets, the priority was to build a sustainable low
cost deposits. We have put in place stringent underwriting
standards and improved our risk vigilance of the existing
portfolio to curtail new NPLs formation. In addition, we have
also created a separate Special Assets Management structure
within International to aggressively pursue recoveries against
NPLs. In order to drive increased cost efficiencies, the
organisational structure was also streamlined with
rationalisation of branches, headcounts and businesses.
During the year, we also scaled down our International
footprint with a view to maintaining presence in core markets



that have synergies with the wider UBL network.

Human Resource (HR)

At UBL, we strive towards continuous value addition by
investing in our people. Organisational reengineering was the
key focus in 2018 as we seek to develop a leaner, more agile
structure with increased empowerment at all levels. Rigorous
objective setting, performance management and merit based
reward processes have also served to drive business
performance. During the year, a very well structured Branch
Management Development program was deployed in
collaboration with Institute of Bankers Pakistan (IBP) to
upgrade the skillset of our branch network staff across the
country. Talent acquisition and development programs are
serving the Bank’s strategic objective of ensuring there is
adequate succession planning at all levels.

Sustainability

At the heart of UBL's Sustainability philosophy is the desire to
help the less fortunate by supporting causes that make a
meaningful impact and empower communities. In 2018, UBL
donated to projects that further strengthened and diversified
our sustainability efforts. Supporting healthcare projects
through infrastructural development of medical institutions and
provision of life-saving equipment and ambulances were the
core areas where the Bank focused its sustainability efforts.
Education and water conservation projects were some of the
other areas where the bank focused its sustainability efforts.

Conclusion

UBL prides itself in being one of the premier banking
institutions in the country. Going forward, our strategy is to
leverage our scale and strength by growing our core segments
and maximising business efficiencies. Branch Banking shall
remain the core driver of our franchise where we are keen to
invest more and accelerate new customer acquisitions. Our
priority is to optimise the deposit mix with sustainable CASA
levels as opposed to aggressive market share buildup.
Maximising network performance is key with robust
productivity benchmarks across all regions. We shall continue
to capitalise on our large rural presence and strength of the
Omni franchise to provide easy access to banking services to
the large unbanked population. Looking ahead, in view of the
high interest rate environment we shall remain conservative on
asset acquisition, with a focus on maintaining portfolio quality.

Credit expansion will be concentrated mainly in new power and
infrastructure projects in the country. Efficient capital
deployment shall be imperative as we seek to enhance overall

relationship yields by growing fee-based services. Within UBL
International, we shall continue with our de-risking strategy.
Credit acquisition will remain selective with focus on trade and
treasury investments. In addition, we shall revitalise the Retail
franchise to build core deposits and reduce concentration.

We are committed to building on our technological leadership
by developing next generation payment solutions that
re-define customer experience. As we enter into the next
phase of our digital transformation journey, the objective next
year is to double the app penetration from the existing 10% of
the active customers by strengthening momentum in digital
onboarding as well as migrating existing customers to this new
platform.

We shall strive to optimise our structure and processes with a
view to achieving a more agile organisation that maximises
synergies. UBL is strongly committed to continual
improvement in service quality levels to exceed customer
expectations, while strengthening the compliance and risk
culture in line with international best practices. Our employees
are our most valuable asset and we will continue to invest in
their development to foster the leaders of tomorrow.

To conclude, | would like to express my gratitude to our
customers for their trust in the UBL brand. | would also like to
take this opportunity to extend my appreciation for the hard
work and dedication of my colleagues. | would also like to
thank our shareholders for their continued patronage, the
Board of Directors, the State Bank of Pakistan, the SECP and
other regulatory bodies for their guidance and support.

Fienil
IS

Sima Kamil
President and CEO
20 February 2019

<
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Management Team

1. Taugeer Mazhar 2. Sima Kamil 3. Aslam Sadruddin 4. Sharjeel Shahid
Group Head - Branch Banking President & CEO Group Executive - Operations Group Executive - Digital Banking
5. Sajid Hussain 6. Aameer M. Karachiwalla | 7. Irfan Faroog Memon 8. Muhammad Faisal Anwar
Group Executive - Compliance Chief Financial Officer Group Head - Audit & Chief Information Officer

Risk Review
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9. Furrukh Zaeem

Global Head - Treasury
& Capital Markets

13. Sadia Saeed

Group Executive -
Human Resources

10. Faroog Ahmed Khan

Head - Corporate &
Investment Banking

14. Ageel Ahmed Nasir

Chief Legal Counsel &
Company Secretary
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11. Zia ljaz

Group Executive - Head
of International

15. Shahid Mahmood Khan

Group Head - Special
Assets Management

12. Tanveer Farhan Mahmood
Head - Islamic Banking

16. Imran Sarwar

Group Executive - Risk
& Credit Policy
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Trailblazer of
Digital Payments

The future is digital and UBL leads the way in providing its customers with
the convenience of cashless spending. With technological breakthroughs we
have been able to provide to our customers utmost digital expediency.

No longer do they need to carry cash for making payments — UBL provides
them with multiple options through its bouquet of digital payment products.
Our innovative technologies work 24/7 to make lives simpler, easier and
secure for our customers.
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Growth
at a Glance

Six Years Financial Summary Standalone

Rs. in million
December 31 2018 2017 2016 2015 2014 2013
Balance Sheet
Assets
Cash and balances with treasury and other banks 206,813 177,099 146,428 128,870 87,573 114,388
Lendings to financial institutions 33,942 10,868 25,711 24,095 21,872 28,835
Investments - gross 792,857 1,095,555 808,959 721,651 499,060 425,253
Advances - gross 776,272 670,056 559,093 497,032 479,998 436,749
Operating fixed assets 47,556 46,205 35,582 31,630 30,303 24,608
Other assets 98,977 79,617 67,812 41,124 40,067 27,317
Total assets - gross 1,956,417 2,079,400 1,643,585 1,444,402 1,158,874 1,057,150
Provisions against non-performing advances (60,336) (42,697) (40,525) (41,618) (45,734)  (45,936)
Provisions against diminution in value of investments (6,482) (3,769) (2,428) (2,133) (1,726) (1,476)
Total assets - net of provisions 1,889,599 2,032,934 1,600,632 1,400,651 1,111,414 1,009,739
Liabilities & Equity
Deposits & other accounts 1,366,060 1,272,788 1,167,124 1,051,235 895,083 827,848
Borrowings from financial institutions 268,124 512,650 201,550 163,132 53,065 40,574
Subordinated loans 9,000 - - - - 665
Bills payable 27,249 29,848 24,520 13,392 9,554 16,591
Other liabilities 67,896 58,341 55,651 30,757 28,196 23,147
Total liabilities 1,738,329 1,873,627 1,448,845 1,258,516 985,898 908,825
Net assets 151,270 159,307 151,787 142,135 125,516 100,914
Share capital 12,242 12,242 12,242 12,242 12,242 12,242
Reserves 54,439 43,847 40,455 38,402 34,130 33,681
Unappropriated profit 68,002 70,912 64,246 55,223 48,217 42,635
Equity - Tier | 134,683 127,001 116,943 105,867 94,589 88,558
Surplus on revaluation of assets - net of deferred tax 16,587 32,306 34,844 36,268 30,927 12,356
Total equity 151,270 159,307 151,787 142,135 125,516 100,914
Total liabilities & equity 1,889,599 2,032,934 1,600,632 1,400,651 1,111,414 1,009,739
Profitability
Markup / return / interest earned 113,198 107,206 98,219 94,353 82,735 72,846
Markup / return / interest expensed (56,964) (50,781) (41,177) (38,511) (37,769)  (34,910)
Net markup / return / interest income 56,234 56,425 57,042 55,842 44,967 37,936
Fee, commission, brokerage and exchange income 17,396 14,496 14,020 14,474 14,418 12,205
Capital gains & dividend income 6,709 6,762 8,629 6,442 3,806 4,845
Other income 967 904 960 1,070 1,071 1,064
Total non interest income 25,072 22,162 23,609 21,986 19,296 18,114
Gross income 81,306 78,587 80,651 77,828 64,263 56,050
Administrative expenses and other charges (43,222) (36,109) (32,809) (31,776) (29,597)  (26,718)
Profit before donations and provisions 38,084 42,478 47,842 46,052 34,666 29,332
Donations (203) (110) (87) (167) (112) (77)
Provisions (12,914) (2,450) (1,740) (3,710) (1,156) (1,448)
Profit before taxation 24,967 39,918 46,015 42,175 33,398 27,807
Taxation (9,741) (14,739) (18,285) (16,448) (11,469) (9,193)
Profit after taxation 15,226 25,179 27,730 25,727 21,930 18,614
Cash Flow Statement - Summary
Cash flow from operating activities (244,642) 253,459 130,777 266,960 49,134 95,737
Cash flow from investing activities 271,086 (208,158) (96,241)  (211,420) (59,936)  (73,236)
Cash flow from financing activities (5,800) (15,480) (16,257) (15,942) (14,266)  (20,267)
Cash and cash equivalents at the beginning of the year 177,099 146,428 128,870 87,573 114,388 109,396
Effect of exchange rate changes on cash and cash equivalents 9,070 850 (721) 1,699 (1,747) 2,758
Cash and cash equivalents at the end of the year 206,813 177,099 146,428 128,870 87,573 114,388
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December 31 2018 2017 2016 2015 2014 2013

Financial Ratios

Return on equity (RoE) 11.6% 20.6% 24.9% 25.7% 23.9% 22.3%
Return on assets (RoA) 0.8% 1.4% 1.8% 2.0% 2.1% 2.0%
Profit before tax ratio 30.7% 50.8% 57.1% 54.2% 52.0% 49.6%
Gross spread ratio 49.7% 52.6% 58.1% 59.2% 54.4% 52.1%
Return on capital employed (RoCE) 11.3% 20.6% 24.9% 25.7% 23.9% 21.0%
Advances to deposits ratio (ADR) - gross 53.2% 49.8% 45.6% 45.2% 51.3% 50.7%
Advances to deposits ratio (ADR) - net 48.7% 46.4% 42.1% 41.3% 46.2% 45.1%
Income to expense ratio 1.88 2.18 2.46 2.45 217 2.10
Cost to revenue ratio 47.8% 45.0% 39.6% 39.7% 45.2% 46.5%
Growth in gross income 3.5% -2.6% 3.6% 21.1% 14.7% 0.6%
Growth in net profit after tax -39.5% -9.2% 7.8% 17.3% 17.8% 4.0%
Total assets to shareholders’ funds 12.5 12.8 10.5 9.9 8.9 10.0
Intermediation cost ratio 3.3% 3.0% 3.0% 3.3% 3.4% 3.5%
Asset quality (NPL ratio) 8.8% 7.8% 8.0% 9.4% 11.2% 12.1%
Net infection ratio 1.1% 1.5% 0.8% 1.1% 1.9% 1.7%
Weighted average cost of debt 4.1% 4.2% 4.4% 5.0% 5.6% 5.6%
Capital adequacy ratio (CAR) 17.7% 15.4% 15.1% 14.6% 13.9% 13.3%

Share Information

Cash dividend per share - Rs. 11.00 13.00 13.00 13.00 11.50 10.00
Dividend yield (based on cash dividend) 5.9% 5.4% 8.4% 7.4% 8.7% 12.0%
Dividend payout ratio (total payout) 88.4% 63.2% 57.4% 61.9% 64.2% 65.8%
Earning per share (EPS) - Rs. 12.44 20.57 22.65 21.02 17.91 15.21
Price earnings ratio 9.86 9.14 10.55 7.37 9.86 8.72
Market value per share - at the end of the year - Rs. 122.64 187.97 238.90 154.95 176.71 132.55
Market value per share - highest during the year - Rs. 219.70 283.00 243.72 186.75 198.39 154.21
Market value per share - lowest during the year - Rs. 121.85 162.01 137.31 141.25 130.36 81.24
Breakup value per share - without surplus on revaluation of assets - Rs. ~ 110.02 103.74 95.53 86.48 77.27 72.34
Breakup value per share - with surplus on revaluation of assets - Rs.  123.57 130.13 123.99 116.10 102.53 82.43

Other Information

Non-performing advances (NPLs) - Rs in million 68,562 52,247 44,567 46,833 53,853 52,630
Import business - Rs in million 936,749 720,496 575,991 607,496 655,881 641,866
Export business - Rs in million 202,748 294,428 255,287 220,701 259,259 249,006
Number of employees 13,931 14,771 14,153 14,623 13,382 13,270
Number of branches - Domestic 1,364 1,361 1,341 1,312 1,295 1,283
Number of branches - International 15 18 18 18 18 18
Number of branches - Total 1,379 1,379 1,359 1,330 1,313 1,301
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Growth
at a Glance

Balance Sheet

December 31 2018 2017 2016 2015 2014 2013

Vertical Analysis

Assets

Cash and balances with treasury and other banks 10.9% 8.7% 9.1% 9.2% 7.9% 11.3%
Lendings to financial institutions 1.8% 0.5% 1.6% 1.7% 2.0% 2.9%
Investments - net 41.6% 53.7% 50.4% 51.4% 44.7% 42.0%
Advances - net 37.9% 30.9% 32.4% 32.5% 39.1% 38.7%
Operating fixed assets 2.5% 2.3% 2.2% 2.3% 2.7% 2.4%
Other assets 5.2% 3.9% 4.2% 2.9% 3.6% 2.7%
Total assets 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Liabilities & Equity

Deposits & other accounts 72.3% 62.6% 72.9% 75.1% 80.5% 82.0%
Borrowings from financial institutions 14.2% 25.2% 12.6% 11.6% 4.8% 4.0%
Subordinated loans 0.5% 0.0% 0.0% 0.0% 0.0% 0.1%
Bills payable 1.4% 1.5% 1.5% 1.0% 0.9% 1.6%
Other liabilities 3.6% 2.9% 3.5% 2.2% 2.5% 2.3%
Total liabilities 92.0% 92.2% 90.5% 89.9% 88.7% 90.0%
Share capital 0.6% 0.6% 0.8% 0.9% 1.1% 1.2%
Reserves 2.9% 2.2% 2.5% 2.7% 3.1% 3.3%
Unappropriated profit 3.6% 3.5% 4.0% 3.9% 4.3% 4.2%
Equity - Tier | 71% 6.2% 7.3% 7.6% 8.5% 8.8%
Surplus on revaluation of assets - net of deferred tax 0.9% 1.6% 22% 2.6% 2.8% 1.2%
Total equity 8.0% 7.8% 9.5% 10.1% 11.3% 10.0%

Horizontal Analysis

Assets

Cash and balances with treasury and other banks 180.8% 154.8% 128.0% 112.7% 76.6% 100.0%
Lendings to financial institutions 117.7% 37.7% 89.2% 83.6% 75.9% 100.0%
Investments - net 185.6% 257.6% 190.3% 169.8% 117.4%  100.0%
Advances - net 183.2% 160.5% 132.7% 116.5% 111.1%  100.0%
Operating fixed assets 193.3% 187.8% 144.6% 128.5% 123.1%  100.0%
Other assets 362.3% 291.5% 248.2% 150.5% 146.7%  100.0%
Total assets 187.1% 201.3% 158.5% 138.7% 110.1%  100.0%

Liabilities & Equity

Deposits & other accounts 165.0% 153.7% 141.0% 127.0% 108.1% 100.0%
Borrowings from financial institutions 660.8% 1263.5% 496.7% 402.1% 130.8% 100.0%
Subordinated loans 1352.7% 0.0% 0.0% 0.0% 0.0% 100.0%
Bills payable 164.2% 179.9% 147.8% 80.7% 57.6% 100.0%
Other liabilities 293.3% 252.0% 240.4% 132.9% 121.8% 100.0%
Total liabilities 191.3% 206.2% 159.4% 138.5% 108.5% 100.0%
Share capital 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Reserves 161.6% 130.2% 120.1% 114.0% 101.3% 100.0%
Unappropriated profit 159.5% 166.3% 150.7% 129.5% 113.1% 100.0%
Equity - Tier | 152.1% 143.4% 132.1% 119.5% 106.8% 100.0%
Surplus on revaluation of assets - net of deferred tax 134.2% 261.5% 282.0% 293.5% 250.3% 100.0%
Total equity 149.9% 157.9% 150.4% 140.8% 124.4% 100.0%
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Profit and Loss Account

December 31 2018 2017 2016 2015 2014 2013

Vertical Analysis
Interest / Return / Non Interest Income Earned

Markup / return / interest earned 81.9% 82.9% 80.6% 81.1% 81.1% 80.1%
Fee, commission, brokerage and exchange income 12.6% 11.2% 11.5% 12.4% 14.1% 13.4%
Capital gains & dividend income 4.9% 5.2% 71% 5.5% 3.7% 5.3%
Other income 0.7% 0.7% 0.8% 0.9% 1.0% 1.2%
Total 100.0% 100.0% 100.0% 100.0% 100.0%  100.0%

Interest / Return / Non Interest Expense

Markup / return / interest expensed 41.2% 39.3% 33.8% 33.1% 37.0% 38.4%
Operating expenses 31.4% 28.0% 27.0% 27.5% 29.1% 29.5%
Provisions 9.3% 1.9% 1.4% 3.2% 1.1% 1.6%
Taxation 7.0% 11.4% 15.0% 14.1% 11.2% 10.1%
Total expense - percentage of total income 89.0% 80.5% 77.2% 77.9% 78.5% 79.5%
Profit after taxation 11.0% 19.5% 22.8% 22.1% 21.5% 20.5%
Total 100.0% 100.0% 100.0% 100.0% 100.0%  100.0%

Horizontal Analysis
Interest / Return / Non Interest Income Earned

Markup / return / interest earned 155.4% 147.2% 134.8% 129.5% 113.6% 100.0%
Fee, commission, brokerage and exchange income 142.5% 118.8% 114.9% 118.6% 118.1% 100.0%
Capital gains & dividend income 138.5% 139.6% 178.1% 133.0% 78.6% 100.0%
Other income 90.9% 85.0% 90.2% 100.6% 100.7%  100.0%
Total 152.0% 142.2% 133.9% 127.9% 112.2%  100.0%

Interest / Return / Non Interest Expense

Markup / return / interest expensed 163.2% 145.5% 118.0% 110.3% 108.2% 100.0%
Operating expenses 162.1% 135.2% 122.8% 119.2% 110.9% 100.0%
Provisions 891.7% 169.2% 120.1% 256.2% 79.8% 100.0%
Taxation 106.0% 160.3% 198.9% 178.9% 124.8% 100.0%
Total 170.1% 144.0% 130.1% 125.2% 110.7% 100.0%
Profit after taxation 81.8% 135.3% 149.0% 138.2% 117.8% 100.0%
Statement of Value Added
2018 2017
Rs. in million % Rs. in million %

Mark-up / return / interest earned - net of provisions 100,284 102.8% 104,756 100.0%
Fee, commission, brokerage and exchange income 17,396 17.8% 14,496 13.8%
Capital gains & dividend income 6,709 6.9% 6,762 6.5%
Other income 967 1.0% 904 0.9%

125,356 128.5% 126,918 121.1%
Administrative expenses 27,817 28.5% 22,124 21.1%
Value added 97,539 100.0% 104,794 100.0%

Distributed as follows:

To employees - as remuneration 15,405 15.8% 13,985 13.3%
To government - as income tax 9,741 10.0% 14,739 141%
To depositors - as profit on investments 36,394 37.3% 31,676 30.2%
To institutions & individuals - as profit on borrowings 20,570 21.1% 19,105 18.2%
To society - as donations 203 0.2% 110 0.1%
To shareholders - as dividends / bonus 14,690 15.1% 15,914 15.2%
Retained in business - as reserves and retained profits 536 0.5% 9,265 8.8%

97,539 100% 104,794 100%
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UBL International

Network

INTERNATIONAL BRANCHES

UAE

Deira Branch

Mohd & Obaid Al Mullah Building,
Murshid Bazar, Shiktaul Khail Road,

P.O. Box: 1000, Deira, Dubai - UAE

Tel: 00971-4-6085350 & 00971-4-6085351

Bur Dubai Branch

Bank Street Building,

Khalid Bin Waleed Street,

P. O. Box: 1367, Dubai - UAE

Tel: 00971-4-6085200 & 00971-4-6085201
Fax: 00971-4-3510607

Al-Barsha Branch

Al Faraidooni Building,

Sheikh Zayed Road Barsha 1,

P.O. Box: 3846, Dubai — UAE

Tel: 00971-4-6085300 & 00971-4-6085301
Fax: 00971-4-3403645

Sharjah Branch

Al Majaz Building,

King Faisal Street,

P.O. Box: 669, Sharjah — UAE

Tel: 00971-6-5979121 & 00971-6-5979122
Fax: 00971-6-5721200

Khalifa Main Branch

Hamad Suhail Al Khaili Building,
Shk Khalifa Street,

P.O. Box: 3052, Abu Dhabi - UAE
Tel: 00971-2-5996500

Fax: 00971-2-6719900

Musaffah Branch
Rashid Mohd. Abdullah Al Mazroui Building,

Block M14, Street 17, Musaffah Industrial Road,

P.O. Box: 237, Abu Dhabi — UAE
Tel: 00971-2-5996400 & 00971-2-5996401

Sheikh Hamdan Road Branch

Ghamran Buti Al Qubaisi Building,

Opp. Hamdan Center,

Sheikh Hamdan Bin Mohamed Street,

P.O. Box: 2340, Abu Dhabi - UAE

Tel: 00971-2-5996450 & 00971-2-5996458

QATAR

Corniche Branch

Sh. Jassim Bin Jaber Al-Thani Building,
Abdullah Bin Jassim Street,

P.O. Box: 242, Doha - Qatar
Telephone: 00974-44254444
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Salwa Branch

Qatar General Insurance Building,
Salwa Road

P.O. Box: 242, Doha - Qatar
Telephone: 00974-44254464

BAHRAIN

Manama Branch

Building 117, Road 385, Block 304, Government Avenue,
PO Box: 546, Manama - Kingdom of Bahrain

Telephone: 00973 17 155055

Muharraq Branch

Shop 1127, Road 10, Area 215,

PO Box: 546, Muharraqg, Kingdom of Bahrain
Tel: 00971-17-343488

YEMEN

Sana’a Branch

Dr. Mohammad Ahmed Othman Al-Absi Building,
Al-Zubairi Street,

P.O. Box: 1295, Sana’a — Republic of Yemen
Telephone: +967 1 407540 (Gen.) / +967 1 409947 (Dir.)
Fax: +967 1 408211

Hodeidah Branch

Essam Al-Shami Building,

Shahrah-e-Meena,

P.O. Box: 3927, Hodeidah — Republic of Yemen
Telephone: + 967 3 225560 (Gen.)/+967 3 201494 (Dir.)
Fax: +967 3 201153

Aden Branch

Aden Mall, Crater,

P.O. Box: 104, Aden - Republic of Yemen

Telephone: +967 2 269191 (Gen.) / +967 2 269063 (Dir.)
Fax: +967 2 269065

ASSOCIATE COMPANY

SULTANATE OF OMAN

Ruwi

Postal Code: 100, P.O. Box: 889,

Muscat — Sultanate of Oman

Telephone: +968-24794305, +968-24782048
Fax: +968-24794344

Salalah

Postal Code: 211, P.O. Box: 2052,
Salalah — Sultanate of Oman
Telephone: +968-23290323

Fax: +968-23290323



Sohar

Postal Code: 327, P.O. Box: 62,
Sohar - Sultanate of Oman
Telephone: +968-26847021
Fax: +968-26847022

Al Ghoubra

Postal Code: 100, P. O. Box: 889,
Muscat — Sultanate of Oman
Telephone: +968-24495645

Fax: +968-24495642

Industrial Area - Salalah

Postal Code: 211, P. O. Box: 2052,
Salalah - Sultanate of Oman
Telephone: +968-23213264

Fax: +968-23211260

Barka

Postal Code: 100, P. O. Box: 889,
Muscat — Sultanate of Oman
Telephone: +968-26884864

Fax: +968-26884891

Dugqum
Telephone: +968-25215105
Fax: +968-25215105

REPRESENTATIVE OFFICES

CHINA

Room No.: 2110, The Exchange Beijing,
No.118, Jianguo Road,

Chaoyang District, Beijing,

100022, Peoples Republic of China

Tel: +86-10-65675560, +86-10-65675579
Fax: +86-10-65675560

OBU-EPZ

EPZ Branch Karachi,

Export Promotion Zone, Landhi Industrial Area,
Mehran Highway, Landhi, Karachi.

Tel: 0092-21-35082301-3

Fax: 0092-21-35082305

EPZ Branch, Sambrial (Sialkot)

Plot No.: 261-A, EPZ Sialkot, Wazirabad Road,
Sambirial, District Sialkot

Tel: 0092-52-6523388

SUBSIDIARIES

UNITED KINGDOM
London

2 Brook Street,
London, W1S 1BQ

Birmingham
391-393 Stratford Road,
Birmingham, B11 4JZ

Manchester

Unit 4, Cheetham Hill Shopping Centre,
40 Bury Old Road,

Manchester, M8 5EL

3-5 Oak Lane, Bradford
This branch will close from 28th March 2019
3-5 Oak Lane, Bradford, BD9 4PU

82 liford Lane, liford

This branch will close from 26th April 2019
82 liford Lane, liford, IG1 2LA

General Enquiry: 0121 753 6000

SWITZERLAND

UBL Switzerland AG

Postfach | Feldeggstrasse 55, CH-8034
Zurich, Switzerland

Tel: 0041-43-4991920

Fax: 0041-43-4991933

TANZANIA

UBL Bank (Tanzania) Ltd
Dar-es-Salaam

Diplomat House 26 Mkwepu/Kaluta Street,
P.O Box: 5887, Dar es Salaam, Tanzania
Tel: +255 22 2180962

Fax: 00255-22-2136292
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Report of Shariah Board
for the Financial Year-2018

In the name of Allah, The Most Beneficent, The Most Merciful.

The year under review was the 12th year of Islamic Banking
Operations of UBL Ameen (Islamic Banking Division of United
Bank Limited). During the year UBL Ameen witnessed exponential
growth in terms of business profitability and market penetration.
Ameen business recorded a Profit Before Tax (PBT) of PKR 846
Million in comparison with Profit Before Tax (PBT) of PKR 247
Million last year, thereby registering a growth of 243%.

Shariah Compliance remained the key player in all activities in
order to achieve the optimum level of satisfaction. The Shariah
Compliance Department worked under the supervision of Shariah
Board and contributed as an effective conduit between
Management and the Shariah Board. The BOD and the Executive
Management are ultimately responsible and accountable for
ensuring full conformity of the UBL Ameen operations with
Shariah principles while Shariah Board is responsible for all its
Shariah related decisions.

Shariah Board hereby submits its report on the overall Shariah
compliance environment of UBL Ameen and major developments
that took place during the year.

Shariah Board Meetings
In line with Shariah Governance Framework of State Bank of
Pakistan, Shariah Board shall meet at least on quarterly basis.

Hence, fifteen (15) Shariah Board meetings were held till date out
of which four (4) meetings were made in 2018. Minutes of meetings
were subsequently submitted to Islamic Banking Department of
State Bank of Pakistan.

The meetings of Shariah Board were chaired by Chairman Shariah
Board. Apart from mandatory quarterly meetings, monthly
meetings were also held to discuss and guide on matters related
to Product Development, Training, Shariah Compliance and
Shariah Audit.

Products & Services

On Asset side, to cater financing needs of corporate customers,
Ameen Istisna was successfully launched during the year. Istisna
is a Short Term/Working Capital Finance product based on
Shariah concept of Istisna (order to manufacture), whereby the
Bank orders the customer to manufacture the specified goods and
then separately sell it in the market as a Wakeel (agent) of the
Bank. Ameen Istisna can also be used for extending Ameen
Islamic Export Refinance.

On Liabilities side, during the year existing liability products were
modified and updated after review and approval from Shariah
Board.

Bancatakaful portfolio crossed PKR 1.0 Billion mark and
contributed 35% of the total Bancatakaful business in the Bank.

On Consumer Side, the portfolio of Ameen Drive Diminishing
Musharakah has reached 1100+ vehicles.

UBL Ameen Branch Network

The number of dedicated Islamic Banking Branches has now
reached to 94 branches with an aim to reach 100 branches by the
end of 2019. While Islamic Banking Windows (IBWs) are being
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operated from 158 UBL branches.

Shariah Compliance Department:
The Shariah Compliance Department (SCD) of UBL Ameen
constitutes of Head Shariah Compliance & three supporting staff.

SCD carried its legacy of close surveillance of all matters of UBL
Ameen Islamic Banking which are directly or indirectly related to
Shariah.

During the year, 69 visits were made by Shariah Compliance
Department to Ameen Branches and Islamic Banking Windows.
Report of each visit was shared with Ameen District Management
and Head of Islamic Banking for rectification and compliance.

Shariah Compliance Department submitted its consolidated
quarterly reports to Shariah Board for ratification. Reports
consisted details of all Shariah reviews and opinions given by
RSBM during the year. Later on, RSBM rulings were ratified by
Shariah Board in the subsequent Shariah Board meetings.

For review of corporate transactions, Shariah Compliance Process
is categorised in three major stages:

1) Pre Disbursement Stage in which process flows and structures
of the transactions are finalised in accordance with Shariah
guidelines. Further, all related legal and financing agreements are
reviewed before disbursement.

2) Disbursement Stage in which transactional documents like
Purchase Requisitions etc. are reviewed till the issuance of Pay
Order or credit of funds to suppliers accounts. In few cases, where
funds are credited to customers account for onward payment to
suppliers, explicit reasons are being recorded in compliance with
SBP - IBD Circular no. 01 of 2012.

3) Post Disbursement Stage in which transactional documents,
offers and acceptances between UBL Ameen and customers,
invoices and other parameters are being checked to confirm
Shariah compliance at each stage.

Corporate & SME Banking

During the year, total 684 corporate transactions were executed.
Transactions were reviewed by Shariah Compliance Department
and found to be in accordance with Shariah guidelines.

Ameen Treasury

UBL Ameen has a separate and independent Treasury
Department. During the year, 283 deals were executed under
Ameen Treasury Products namely, Musharakah, Wakalah,
Mudarabah and GOP ljarah Sukuk. Treasury deals were reviewed
by Shariah Compliance Department. All Product manuals were
updated and consequently vetted by Shariah Board. Furthermore,
15 deals were executed under SBP’s approved product “Bai
Muajjal”.

Consumer Banking

UBL Ameen’s Consumer Department experienced 46% growth as
disbursements were made for 631 cases approved during the year
under Ameen Car Financing product in comparison with 432
cases in year 2017.

All cases in 2018 were executed under Diminishing Musharakah



model. While, Ameen Drive Product Manual based on ljarah and
Diminishing Musharakah was updated and reviewed by Shariah
Board.

Profit Distribution & Pool Management
During the year, Profit distribution mechanism, i.e. Pool
Calculations and Weightages were discussed with the Shariah
Compliance Department on monthly basis and were subsequently
vetted by SCD. Internal Shariah Audit Unit (ISAU) conducted its
post disbursement audit on quarterly basis and presented its
report to Shariah Board.

Training

During the year 2018, 28 training sessions were conducted and
more than 500 staff members were trained from UBL and UBL
Ameen on basic concepts of Islamic Banking, Islamic Banking
Products & Services and Islamic Branch Operations.

Trainings were conducted by Shariah Compliance Department,
Shariah Board Members and Executives from Product &
Operations Department. Further, to abreast the staff with
expertise and skills, selected staff were trained through Centre of
Excellence for Islamic Finance and NIBAF, SBP.

In order to further reinforce training culture across the Bank,
Islamic Banking Training presentations were made available on
Learning Management System through e-learning module.
Management aimed to further enhance this initiative in year 2019
and embed the same as an integral part of performance
appraisals for all the Islamic Banking staff.

Internal Shariah Audit Unit (ISAU)

Internal Shariah Audit Unit performed all tasks in line with Shariah
Governance Framework and sought guidance and consultation
from Shariah Board of UBL Ameen. Audit covered all business
related functions like Treasury, Consumer, Corporate, Profit and
Loss distribution very extensively. Reports were discussed with
Shariah Board for opinion and subsequent submission to UBL
Ameen Management for necessary actions wherever required.

Charity Collections & Disbursement

During the year, charity of PKR 2.87 Million was received and
charity of PKR 500,000/~ was distributed to the charitable
organisation after detailed screening and due diligence. No
transaction was found to be null and void. Hence, amount credited
in charity account was only due to late payments.

Shariah Opinion

To form our opinion as expressed in this report, the Shariah
Compliance Department of the Bank carried out reviews of each
class of transactions, the relevant documentation and process
flows. Further, we have also reviewed reports from Internal Shariah
Audit and SBP inspection teams. Based on above, we are of the
view that:

i.  UBL Ameen has overall complied with Shariah rules and
principles in the light of Fatawa, rulings and guidelines issued
by Shariah Board.

ii. UBL Ameen has overall complied with directives, regulations,
instructions and guidelines related to Shariah compliance
issued by SBP in accordance with the rulings of SBP’s Shariah
Board.

ii. UBL Ameen has a satisfactory mechanism in place to ensure
Shariah Compliance in their overall operations.

iv. UBL Ameen has a proper system in place to ensure that any
earnings realised from sources or by means prohibited by
Shariah have been credited to charity account and are being
properly utilised.

v. UBL Ameen has complied with the SBP instructions on Profit
and Loss distribution and Pool Management.

vi. The level of awareness, capacity & sensitisation of the staff
and the management in appreciating the importance of
Shariah Compliance in the products and processes of the
Bank is satisfactory.

Recommendations:
For further enhancement, Shariah Board recommends the
following:

a. Hiring of resources in Corporate, SME & Consumer teams for
increased deployment of funds in commercial sector which
will not only increase the revenue generating assets but also
improve the Advances to Deposit ratio.

b. While appreciating other staff facilities which have been made
available according to Shariah, we recommend that Provident
Fund of Islamic banking staff should also be in compliance
with Shariah principles as already recommended by Shariah
Board.

c. Hiring of Shariah Scholars in Product Development
Department should be in accordance with the Shariah
Governance Framework issued by SBP.

d. Hiring of resources in Shariah Compliance Department for
Islamic Banking training should be in accordance with SBP
guidelines.

e. Products and Services offered by other Islamic Banking
Institutions should be compared with existing offerings and
made available keeping in view the business potential.

f. It was observed that in some instances conventional account
Opening Forms were used for opening of accounts in Islamic
branches. Although, the same was rectified later on, however,
considering the sensitivity of the matter, the Bank is advised to
be very careful in this regard and take appropriate measures
to eliminate such observations.

Conclusion

The Shariah Board of UBL Ameen is satisfied with overall
performance and operations of UBL Ameen - Islamic Banking
Division of United Bank Limited and hope that the management
will keep this momentum of profitability, Shariah Compliance and
market penetration and thus play pivotal role in sound and
manifold growth of Islamic Banking countrywide.

c
%:_,.

Dr. Mufti Muhammad Zubair Usmani
Chairman Shariah Board

prr
Q-

Dr. Mufti Ejaz Ahmed Samadani
Member Shariah Board

Date of Report: January 15, 2019
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Statement of Compliance

with Listed Companies

(Code of Corporate Governance)
Regulations, 2017

For the year ended December 31, 2018

The Bank has complied with the requirements of the Listed
Companies (Code of Corporate Governance) Regulations, 2017
in the following manner:

10.

The Board has approved appointment of Chief Financial
Officer (CFO), Company Secretary and Head of Internal
Audit, including their remuneration and terms and conditions
of employment and complied with relevant requirements of
the Regulations.

1. The total number of directors are Nine (9) as per the following: 11. The CFO and CEO duly endorsed the financial statements
a. Male: 8 before approval of the Board.
b. Female: 1
12. The Board has formed committees comprising of members
2. The composition of the Board is as follows: given below:
|
Independent Directors | Mr. Khalid A. Sherwani a. BOARD AUDIT COMMITTEE (BAC):
Mr. Amar Zafar Khan i. Mr. Amar Zafar Khan Independent Director | Chairman
Mr. Tariq Rashid ii. Mr. Haider Zameer Choudrey|Non-Executive Director| Member
Non-Executive Directors | Sir Mohammed Anwar Pervez, OBE, HPk iii. Mr. Khalid A. Sherwani Independent Director | Member
Mr. Zameer Mohammed Choudrey, CBE, SI PK, FCA iv.Mr. Rizwan Pervez Non-Executive Director| Member
Mr. Rizwan Pervez
M. Haider Zameer Choudrey b. BOARD HUMAN RESOURCE & COMPENSATION
Mr. Arshad Ahmad Mir COMMITTEE (HRCC):
Executive Director Ms. Sima Kamil, President & CEO
. . . i. Mr. Arshad Ahmad Mir Non-Executive Director | Chairman
3 The. Drectors have conflrr.nedl that none of t.hen.] s Servmg ?S ii. Mr. Khalid A. Sherwani Independent Director | Member
a Director on more than five listed companies, including this -
Bank and excluding the listed subsidiaries of listed holding li-Mr. Amar Zafar Khan Independent Director | Member
companies where applicable.
c. BOARD RISK & COMPLIANCE COMMITTEE (BRCC):
4. The Bank has prepared a Code of Conduct and has ensured
that appropriate steps have been taken to disseminate it i. Mr. Zameer Mohammed Choudrey Bfﬁgg'f;‘f““ve Chairman
throughout the Bank along with its supporting policies and
ii. Mr. Arshad Ahmad Mir Non-Executive | Member
procedures. Director
5. The Board has developed a Vision / Mission Statement, HMs. Sima Kamil E?S'dem& Member
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 d. BOARD IT COMMITTEE (BITC):
amended has been maintained. i. Mr. Tariq Rashid Independent | Chairman
) Director
6. All thg powers of the Board have been duly exercised and ii. Mr. Haider Zameer Choudrey Non-Executive | Member
decisions on relevant matters have been taken by Board / Director
shareholders as empowered by the relevant provisions of the iii.Ms. Sima Kamil President&  |Member
Companies Act, 2017 and these Regulations. CEO
7. The meetings of the Board were presided over by the 13. The Terms of Reference of the aforesaid committees have
Chairman. The Board has complied with the requirements of been formed, documented and advised to the committees
the Companies Act, 2017 and the Regulations with respect to for compliance.
frequency, recording and circulating minutes of meeting of
Board. 14. The frequency of meetings of the committees during the
financial year ended December 31, 2018 were as per
8. The Board of Directors have a formal policy and transparent following:
procedures for remuneration of directors in accordance with
the Act and these Regulations. a. Board Audit Committee (BAC) Five meetings including
four quarterly meetings.
9. The Board has arranged Directors’ Training program for Mr. b. Board Human Resource & Four quarterly meetings.

60

Tariq Rashid, an independent director. All the other directors
have either attended the required training in prior years or are
exempted.

| United Bank Limited

Compensation Committee (HRCC):

c. Board Risk and Compliance
Committee (BRCC):

Four quarterly meetings.

d.Board IT Committee (BITC): Four quarterly meetings.




15. The Board has set up an effective internal audit function
which is considered suitably qualified, experienced for the
purpose and conversant with the policies and procedures of
the Bank

16. The statutory auditors of the Bank have confirmed that they
have been given a satisfactory rating under the quality
control review program of the ICAP and registered with Audit
Oversight Board 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 the ICAP.

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

18. We confirm that all other requirements of the Regulations
have been complied with.

Sir Mohammed Anwar Pervez, OBE, HPk
Chairman
Karachi

Date: February 20, 2019
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Independent Auditors’ Review
Report to the Members of
United Bank Limited

Review Report on the Statement of Compliance Contained in
Listed Companies (Code of Corporate Governance) Regulations, 2017

We have reviewed the enclosed Statement of Compliance with
the Listed Companies (Code of Corporate Governance)
Regulations, 2017 (the Regulations) prepared by the Board of
Directors of United Bank Limited ("the Bank") for the year ended
December 31, 2018 in accordance with the requirements of
regulation 40 of the Regulations.

The responsibility for compliance with the Regulations is that of
the Board of Directors of the Bank. Our responsibility is to review
whether the Statement of Compliance reflects the status of the
Bank's compliance with the provisions of the Regulations and
report if it does not and to highlight any non-compliance with the
requirements of the Regulations. A review is limited primarily to
inquiries of the Bank's personnel and review of various
documents prepared by the Bank to comply with the
Regulations.

As a part of our audit of the 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 are not required to consider whether the
Board of Directors' statement on internal control covers all risks
and controls or to form an opinion on the effectiveness of such
internal controls, the Bank's corporate governance procedures
and risks.

A.F. Ferguson & Co.
Chartered Accountants

Dated: Feburary 28, 2019
Karachi
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The Regulations require the Bank to place before the Audit
Committee, and upon recommendation of the Audit Committee,
place before the Board of Directors for their review and approval,
its related party transactions and also ensure compliance with
the requirements of section 208 of the Companies Act, 2017.

We are only required and have ensured compliance of this
requirement to the extent of the approval of the related party

transactions by the Board of Directors upon recommendation of
the Audit Committee. We have not carried out procedures to
assess and determine the Bank's process for identification of
related parties and that whether the related party transactions
were undertaken at arm's length price or not.

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 Regulations as applicable to the Bank for the
year ended December 31, 2018.

tcfmq?m yed L G

KPMG Taseer Hadi & Co.
Chartered Accountants



Annual Statement

on Internal Controls 2018

The Internal Control System comprises of various inter-related
components including the Control Environment, Risk
Assessment, Control Activities, Information & Communication
and Monitoring.

It is the responsibility of the Bank’s management to establish an
Internal Control System to maintain an adequate and effective
Internal Control Environment. An Internal Control System is a set
of processes designed to identify and mitigate the risk of failure
and achieve overall business objectives of the Bank.

Internal controls and policies are designed to provide reasonable
assurance regarding the effectiveness and efficiency of the
Bank’s operations, reliability of financial information and
compliance with applicable laws and regulations.

Management ensures an efficient and effective Internal Control
System by carrying out risk assessment, identifying controls,
reviewing pertinent policies/procedures establishing relevant
control procedures and monitoring systems.

Evaluation

The Bank’s Internal Control System has been designed to
provide reasonable assurance to the shareholders and Board of
Directors; however, these systems may not entirely eliminate the
risk of misreporting and failure of certain controls under a
changing environment.

Evaluation of the Bank’s Internal Control System comprises of
different levels of monitoring activities i.e. Line Management,
Compliance Group and Audit & Risk Review Group. Line
Management’s role has been enhanced to include onsite reviews
of processes in branches to identify gaps in execution with
special emphasis on the implementation of regulatory
instructions in addition to day to day monitoring of control
breaches for prompt corrective actions. Keeping in view the
changing risk environment and Bank’s increased focus on
controls and compliance matters, an Internal Control Division is

()

Irfan Memon Sajid Hussain
Group Head — Audit & Group Executive — Compliance
Risk Review

operating within Operations Group for monitoring branch related
operations.

Compliance Group ensured regulatory compliance across the
Bank on an on-going basis. Audit & Risk Review Group
continued to perform audit and review activities to evaluate the
implementation of controls and ensure the existence of a healthy
control environment throughout the Bank.

All significant and material findings of the internal & external
auditors and regulators were addressed on a priority basis by the
management and their status was reported periodically to the
Board Audit Committee and Risk & Compliance Committee, they
ensured that management has taken appropriate corrective
actions and has put in place a system to minimise repetition to
ensure strengthening of the control environment.

The Bank endeavours to follow the State Bank of Pakistan’s
guidelines on Internal Controls. The Bank is continuously making
efforts to ensure that an effective and efficient Internal Control
System remains active and implemented through consistent and
continuous monitoring that would help in further improving the
overall control environment.

Based upon the results achieved from reviews and audits
conducted during the year, management considers that the
existing Internal Control System is adequate and has been
effectively implemented and monitored, though room for
improvement always exists.

mé/ =

Aameer Karachiwalla
Chief Financial Officer

Sima Kamil
President & CEO
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Complaint Management and BPR unit (under Service Quality) is
responsible for Complaint Management at UBL. We ensure that;

e Complaints are treated fairly.

e Complaints are resolved within shortest possible time.

e Complaint handling mechanism is visible and accessible.

e Complaints are handled with impartiality and transparency.

e Customers have access to channels for lodging
complaints/grievances within the Bank and their rights to
alternative forum, in case they are not fully satisfied with the
response of the Bank to their complaints.

UBL has a robust mechanism in place for handling complaints.
Customers have complete access to register their grievances
through the following modes (but not limited to) - email, letter,
fax, website, IP Hotlines, 24/7 helpline, State Bank of Pakistan,
Banking Mohtasib & President Secretariat. All complaints
received are logged into a centralised Complaint Management &
Tracking System (CMTS).

Complaint trends and closure analysis reports are shared with
the Board, Senior Management & Business owners on quarterly
basis. Based on these findings, remedial measures are taken.
Status of open complaints and their aging is also shared with
pertinent stakeholders on a weekly basis in the form of
Complaint Tracker.

UBL regards complaints as an important feedback for
improvement. Our signature Service Pledge System (SPS) has
monitoring of Complaint Management Calls as an important
pillar. Middle and senior management members directly contact
customers who have logged complaints to confirm whether their
complaints have been resolved as per their satisfaction.

Complaint lodgment procedure has been made public as
placards were displayed at branches, as ATM screen messages

and at UBL website. We also have automated messages that are

communicated to customers on complaint lodgment and
resolution via SMS/email through our CMTS.
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The Bank is continuously striving for improvement in processes
to avoid recurrence of instances. Escalation mechanisms help to
rectify issues on a fast pace. Key highlights of year 2018 were as
under:

e Complaint volume of 174,721 managed successfully.

* 95% complaints were resolved within the timelines provided
to our customers.

® 99% resolutions were provided in 15 days’ time (excluding
Visa/Mastercard & fraud related issues).

e Average complaint resolution time stood at 4.7 days.
Furthermore, this resolution time remained 3.4 days
excluding off-us transactions.



#THENEWYOU
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A.F. Ferguson & Co. KPMG Taseer Hadi & Co.

Chartered Accountants Chartered Accountants
State Life Building No. 1-C Sheikh Sultan Trust Building
I.I. Chundrigar Road No. 2, Beaumont Road
Karachi-74000 Karachi, 75530

INDEPENDENT AUDITORS’ REPORT
To the members of United Bank Limited
Report on the Audit of the Unconsolidated Financial Statements
Opinion

We have audited the annexed unconsolidated financial statements of United Bank Limited (the Bank),
which comprise the unconsolidated statement of financial position as at December 31, 2018, and the
unconsolidated profit and loss account, the unconsolidated statement of comprehensive income, the
unconsolidated statement of changes in equity and the unconsolidated cash flow statement for the year
then ended, along with unaudited certified returns received from the branches except for 96 branches which
have been audited by us and notes to the unconsolidated financial statements, including a summary of
significant accounting policies and other explanatory information and we state that we have obtained all
the information and explanations which, to the best of our knowledge and belief, were necessary for the
purposes of the audit.

In our opinion and to the best of our information and according to the explanations given to us, the
unconsolidated statement of financial position, unconsolidated profit and loss account, the unconsolidated
statement of comprehensive income, unconsolidated statement of changes in equity and unconsolidated
cash flow statement together with the notes forming part thereof conform with the accounting and reporting
standards as applicable in Pakistan, and, give the information required by the Banking Companies
Ordinance, 1962 and the Companies Act, 2017 (XIX of 2017), in the manner so required and respectively
give a true and fair view of the state of the Bank’s affairs as at December 31, 2018 and of the profit and
other comprehensive income, the changes in equity and its cash flows for the year then ended.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as applicable in
Pakistan. Our responsibilities under those standards are further described in the Auditors’ Responsibilities
for the Audit of the Unconsolidated Financial Statements section of our report. We are independent of
the Bank in accordance with the International Ethics Standards Board for Accountants’ Code of Ethics for
Professional Accountants as adopted by the Institute of Chartered Accountants of Pakistan (the Code) and
we have fulfilled our other ethical responsibilities in accordance with the Code. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the unconsolidated financial statements of the current period. These matters were addressed in the
context of our audit of the unconsolidated financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters.

Following are the Key Audit Matters:

S.No. Key Audit Matters How the matter was addressed in our audit

1 Provision against advances

(Refer note 10 to the unconsolidated financial
statements)

The Bank makes provision against advances on a time |Our audit procedures to verify provision against
based criteria that involves ensuring all non-performing |advances, amongst others, included the following:
loans and advances are classified in accordance with
the ageing criteria specified in the Prudential
Regulations (PRs) issued by the State Bank of Pakistan
(SBP).

= We reviewed the design and tested the operating
effectiveness of key controls established by the
Bank to identify loss events and for determining
the extent of provisioning required against non-
performing advances.
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S.No.

Key Audit Matters

In addition to the above time based criteria the PRs
require a subjective evaluation of the credit worthiness
of borrowers to determine the classification of advances.

The PRs also require the creation of general provision
for the consumer portfolio.

Provision against advances of overseas branches is
made as per the requirements of the respective
regulatory regimes.

The Bank has recognized a net provision against
advances amounting to Rs. 11,337.236 million in the
unconsolidated profit and loss account in the current
year. As at December 31, 2018, the Bank holds a
provision of Rs 60,335.610 million against advances.

The determination of provision against advances based

on the above criteria remains a significant area of|e

judgement and estimation. Because of the significance
of the impact of these judgements / estimations and the
materiality of advances relative to the overall
unconsolidated statement of financial position of the
Bank, we considered the area of provision against
advances as a key audit matter.

Valuation of investments
(Refer note 9 to the unconsolidated financial statements)

The carrying value of investments held by the Bank Our

How the matter was addressed in our audit

The testing of controls included testing of:

= automated (IT system based) controls over
correct classification of non-performing
advances on time based criteria;

= controls over monitoring of advances with
higher risk of default and correct classification
of non-performing advances on subjective
criteria;

= controls over accurate computation and
recording of provisions; and

= controls over the governance and approval

process related to provisions, including
continuous reassessment by the
management.

In accordance with the regulatory requirement,

we sampled and tested at least sixty percent of

the total advances portfolio and performed the

following substantive procedures for sample loan

accounts:

= verified repayments of advances / mark-up
installments and checked that non-performing
advances have been correctly classified and
categorized based on the number of days
overdue.

= examined watch list accounts and, based on
review of the individual facts and
circumstances, discussions with management
and our assessment of financial conditions of
the borrowers, formed a judgement as to
whether classification of these accounts as
performing was appropriate.

We checked the accuracy of specific provision
made against non-performing advances and of
general provision made against consumer finance
by recomputing the provision amount in
accordance with the criteria prescribed under the
PRs;

Where the management has not identified
indicators displaying impairment, we reviewed the
credit history, account movement, financial ratios,
report on security maintained and challenged the
management’s assessment based on our review
of the credit file ; and

We issued instructions to auditors of those
overseas branches which were selected for audit,
highlighting ‘Provision against advances’ as a
significant risk. The auditors of those branches
performed audit procedures to check compliance
with regulatory requirements and reported the
results thereof to us.

audit procedures to verify valuation of

amounted to Rs. 786,375.326 million, which constitutes |investments, amongst others, included the following:

41.62% of the Bank’s total assets as at December 31
2018.
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/= Assessed the design and tested the operating

effectiveness of key controls in place relating to

valuation of investments;



S.No.

Key Audit Matters

The significant portion of the investments comprise of =
equity, debt and government securities. In addition,
investments by the Bank also include investment in
subsidiaries and associates as at December 31, 2018
amounting to Rs. 4,523.579 million and Rs. 1,088.432
million respectively. .

Investments are carried at cost / amortised cost or fair
value in accordance with the Bank’s accounting policy
relating to their recognition. Provision against
investments is made based on impairment policy of the
Bank which includes both objective and subjective
factors.

We identified assessing the carrying value of the
investment as a key audit matter because of its
significance to the unconsolidated financial statements

and because assessing the key impairment
assumptions involves a significant degree of
management judgment.

Retirement benefit obligations

(Refer note 39 to
statements)

the unconsolidated financial

The Bank operates various defined retirement benefit
schemes for its employees.

Uncertainty arises as a result of estimates made in
respect of verification of employees, long term trends
and market conditions, including demographic and
financial variables, to determine the value based on the
Bank’s expectations of the future. As a result, the actual
liability may be significantly different to that recognised
on the unconsolidated statement of financial position
since small changes to the assumptions used materially
affects the valuation. .

The provision for employee retirement benefits includes
liability in respect of pension payable to eligible
employees. During the year, the Honorable Supreme
Court of Pakistan announced a judgement based on a
proposal submitted by banks, including United Bank
Limited, in which it raised the minimum monthly pension
of employees. In accordance with the judgement of the
Honorable Supreme Court of Pakistan, the Bank has
commenced pension payments from the date of the
judgement.

We focused on this area as a key audit matter because
the judgement of the Honorable Supreme Court of
Pakistan in relation to pension was a significant
development during the year. Also, the whole subject of
valuation of retirement benefit obligations is complex
and requires significant judgment in choosing
appropriate  actuarial assumptions including the
involvement of management’s experts.

How the matter was addressed in our audit

Checked on a test basis the valuation of
investments in the portfolio, as recorded in the
general ledger, to supporting documents,
externally quoted market prices and break-up
values;

Obtained independent confirmations for verifying
the existence of the investment portfolio as at
December 31, 2018 and reconciled it with the
books and records of the Bank. Where such
confirmations were not available, alternate
procedures were performed;

Evaluated the Bank’s assessment of available for
sale and held to maturity financial assets for any
additional impairment in accordance with the
accounting and reporting standards as applicable
in Pakistan and performed an independent
assessment of the assumptions and conclusions;
and

Considered the Bank’s disclosures of investments
in accordance with the requirements of the
accounting and reporting standards as applicable
in Pakistan.

Our audit procedures to assess the determination of
defined retirement benefit obligations, amongst
others, included the following:

Tested the fair value of the scheme’s assets;

Independently verified, on a test basis, the Bank’s
data used by the actuary in the calculation;

Engaged an independent actuarial expert to
assess the reasonableness of management’s key
assumptions and actuarial calculations;

Reviewed Board minutes where the pension
matter was specifically discussed to assess
appropriateness of conclusions reached; and

Assessed the disclosure made on this matter in
the unconsolidated financial statements to
determine whether it complied with the accounting
and reporting standards as applicable in Pakistan.
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S.No. Key Audit Matters How the matter was addressed in our audit

4 |Change in format of the financial statements

(Refer note 5.1.3 to the unconsolidated financial
statements)

The State Bank of Pakistan (SBP) has amended the|Our audit procedures to ensure compliance with the
format of annual financial statements of banks. All banks requirements of the SBP’s amended format of
are directed to prepare their annual financial statements |annual financial statements for banks, amongst
on the revised format effective from the accounting year others, included the following:

ending December 31, 2018. Accordingly, the Bank has
prepared these unconsolidated financial statements on
the new format prescribed by the SBP.

= considered the management’s process to identify
the changes required in the unconsolidated
financial statements to comply with the new
As part of this transition to the new requirements, the| format; and
management performed a gap analysis to identify
differences between the previous and current format.
The adoption of new format required certain recognition
requirements, reclassification of comparative
information and also introduced additional disclosure
requirements.

= obtained relevant underlying supports relating to
changes required in the unconsolidated financial
statements consequent to the adoption of the new
format to assess their appropriateness and
verified them on a test basis.

In view of the significant impact of the first time adoption
of the revised format on these unconsolidated financial
statements, we considered this as a key audit matter.

Information Other than the Unconsolidated and Consolidated Financial Statements and Auditors’
Reports Thereon

Management is responsible for the other information. The other information comprises the information
included in the Annual Report, but does not include the unconsolidated and consolidated financial
statements and our auditors’ reports thereon.

Our opinion on the unconsolidated financial statements does not cover the other information and we do not
express any form of assurance conclusion thereon.

In connection with our audit of the unconsolidated financial statements, our responsibility is to read the
other information and, in doing so, consider whether the other information is materially inconsistent with the
unconsolidated financial statements or our knowledge obtained in the audit or otherwise appears to be
materially misstated. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We have nothing to report in this
regard.

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

Management is responsible for the preparation and fair presentation of the unconsolidated financial
statements in accordance with accounting and reporting standards as applicable in Pakistan, the
requirements of Banking Companies Ordinance, 1962 and the Companies Act, 2017 (XIX of 2017) and for
such internal control as management determines is necessary to enable the preparation of unconsolidated
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the unconsolidated financial statements, management is responsible for assessing the Bank’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless management either intends to liquidate the Bank or to cease
operations, or has no realistic alternative but to do so.

The Board of directors is responsible for overseeing the Bank’s financial reporting process.
Auditors’ Responsibilities for the Audit of the Unconsolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the unconsolidated financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditors’
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
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that an audit conducted in accordance with ISAs as applicable in Pakistan will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these unconsolidated financial statements.

As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise professional judgment
and maintain professional skepticism throughout the audit. We also:

= Identify and assess the risks of material misstatement of the unconsolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

= Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Bank’s internal control.

= Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

= Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Bank’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditors’ report to
the related disclosures in the unconsolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to the
date of our auditors’ report. However, future events or conditions may cause the Bank to cease to
continue as a going concern.

= Evaluate the overall presentation, structure and content of the unconsolidated financial statements,
including the disclosures, and whether the unconsolidated financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

We communicate with the Board of Directors regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

We also provide to the Board of Directors with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters
that may reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with the Board of Directors, we determine those matters that were of most
significance in the audit of the unconsolidated financial statements of the current period and are therefore
the key audit matters. We describe these matters in our auditors’ report unless law or regulation
precludes public disclosure about the matter or when, in extremely rare circumstances, we determine that
a matter should not be communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements
Based on our audit, we further report that in our opinion:

a) proper books of account have been kept by the Bank as required by the Companies Act, 2017
(XIX of 2017) and the returns referred above from the branches have been found adequate for the
purpose of our audit;

b) the unconsolidated statement of financial position, the unconsolidated profit and loss account, the
unconsolidated statement of comprehensive income, unconsolidated statement of changes in
equity and unconsolidated cash flow statement together with the notes thereon have been drawn
up in conformity with the Banking Companies Ordinance, 1962 and the Companies Act, 2017 (XIX
of 2017) and are in agreement with the books of account and returns;
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c) investments made, expenditure incurred and guarantees extended during the year were in
accordance with the objects and powers of the Bank and the transactions of the Bank which have
come to our notice have been within the powers of the Bank; and

d) 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.

We confirm that for the purpose of our audit we have covered more than sixty per cent of the total loans
and advances of the Bank.

The engagement partners on the audit resulting in this independent auditors’ report are Salman Hussain
(A. F. Ferguson & Co.) and Amyn Malik (KPMG Taseer Hadi & Co.).

[ Lo .
KRITQ oren hed -
A. F. Ferguson & Co. KPMG Taseer Hadi & Co.
Chartered Accountants Chartered Accountants
Karachi Karachi
Dated: February 28, 2019 Dated: February 28, 2019
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Unconsolidated Statement of Financial Position

As at December 31, 2018

ASSETS

Cash and balances with treasury banks
Balances with other banks

Lendings to financial institutions
Investments

Advances

Fixed assets

Intangible assets

Deferred tax assets

Other assets

LIABILITIES

Bills payable

Borrowings

Deposits and other accounts

Liabilities against assets subject to finance lease
Subordinated debts

Deferred tax liabilities

Other liabilities

NET ASSETS

REPRESENTED BY:

Share capital

Reserves

Surplus on revaluation of assets
Unappropriated profit

CONTINGENCIES AND COMMITMENTS

Note

16
17
18
19

13
20

21

22

23

2018 2017 2016
Restated Restated
(Rupees in '000)

183,467,358 157,582,687 131,506,861
23,345,698 19,516,198 14,920,994
33,941,546 10,867,531 25,710,707

786,375,326 1,091,786,626 806,531,246

715,936,731 627,358,836 518,568,504
45,799,099 45,208,373 34,556,202

1,757,033 996,191 1,025,556
7,807,084 - -
91,169,271 79,617,492 67,812,320

1,889,599,146

2,032,933,934

1,600,632,390

27,249,136
268,124,033
1,366,060,048
9,000,000

67,895,981

29,847,743
512,650,465
1,272,787,824

2,611,941
55,728,914

24,519,507
201,549,619
1,167,123,963

4,691,544
50,960,896

1,738,329,198

1,873,626,887

1,448,845,529

151,269,948 159,307,047 151,786,861
12,241,798 12,241,798 12,241,798
54,439,238 43,846,877 40,454,505
16,587,066 32,305,966 34,844,288
68,001,846 70,912,406 64,246,270

151,269,948 159,307,047 151,786,861

The annexed notes 1 to 51 and annexures |, Il and Il form an integral part of these unconsolidated financial statements.

L

2 SRR Sl e I

)

Aameer Karachiwalla
Chief Financial Officer President &

Chief Executive Officer

Director

Sima Kamil Amar Zafar Khan

Arshad Ahmad Mir

Director

Sir Mohammed Anwar Pervez, OBE, HPk
Chairman
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Unconsolidated Profit and Loss Account
For the year ended December 31, 2018

Note 2018 2017
Restated
------------ (Rupees in '000) -----===---

Mark-up / return / interest earned 25 113,198,299 107,205,820
Mark-up / return / interest expensed 26 56,964,028 50,781,440
Net mark-up / interest income 56,234,271 56,424,380

Non mark-up / interest income

Fee and commission income 27 13,930,970 12,617,676
Dividend income 2,086,932 2,360,881
Foreign exchange income 3,465,387 1,878,141
(Loss) / income from derivatives (87,716) 32,793
Gain on securities - net 28 4,621,949 4,400,852
Other income 29 1,054,287 871,799
Total non mark-up / interest income 25,071,809 22,162,142
Total income 81,306,080 78,586,522

Non mark-up / interest expenses

Operating expenses 30 38,826,761 35,349,864
Workers' Welfare Fund 31 (2,173,437) 808,704
Other charges 32 114,798 59,688
Total non mark-up / interest expenses 36,768,122 36,218,256
Profit before provisions 44,537,958 42,368,266
Provisions and write-offs- net 33 12,914,078 2,449,810
Extra ordinary / unusual item - charge in respect of

pension liability 34 6,657,216 -
Profit before taxation 24,966,664 39,918,456
Taxation 35 9,740,569 14,738,809
Profit after taxation 15,226,095 25,179,647

----------- (Rupees) -=--=------

Earnings per share - basic and diluted 36 12.44 20.57

The annexed notes 1 to 51 and annexures |, Il and Il form an integral part of these unconsolidated financial statements.

““A/ < M bt F—=(— )
Sima Kamil Amar Zafar Khan

Aameer Karachiwalla Arshad Ahmad Mir Sir Mohammed Anwar Pervez, OBE, HPk
Chief Financial Officer President & Director Director Chairman
Chief Executive Officer
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Unconsolidated Statement of Comprehensive Income
For the year ended December 31, 2018

2018 2017
Restated
----------- (Rupees in '000) ----------
Profit after taxation for the year 15,226,095 25,179,647

Other comprehensive income

Items that may be reclassified to profit and loss account in subsequent periods

Effect of translation of net investment in foreign branches 9,069,751 850,249
Movement in deficit on revaluation of investments - net of tax (15,299,497) (8,912,176)
(6,229,746) (8,061,927)

Items that will not be reclassified to profit and loss account in subsequent periods

Remeasurement loss on defined benefit obligations - net of tax (389,657) (107,618)
Movement in surplus on revaluation of fixed assets - net of tax (356,275) 6,422,302
Movement in surplus on revaluation of non-banking assets - net of tax (6,672) 2,118
(752,604) 6,316,802

Total comprehensive income for the year 8,243,745 23,434,522

The annexed notes 1 to 51 and annexures |, Il and Il form an integral part of these unconsolidated financial statements.

““A/ < M bt F—=(— )
Sima Kamil Amar Zafar Khan

Aameer Karachiwalla Arshad Ahmad Mir Sir Mohammed Anwar Pervez, OBE, HPk
Chief Financial Officer President & Director Director Chairman
Chief Executive Officer
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Unconsolidated Statement of Changes in Equity
For the year ended December 31, 2018

Capital Surplus / (Deficit) on revaluation
. reserve - Statutory . Unappropriated
Sh tal - . Total
are caplta exchange reserve Investments | Fixed assets | N°" bar:kmg profit ot
translation assets
(Rupees in '000)

Balance as at December 31, 2016 - as

previously reported 12,241,798 13,256,890 27,197,615 - - - 64,246,270 116,942,573
Reclassification of surplus to equity (note 22) - - - 15,140,960 19,592,918 110,410 - 34,844,288
Balance as at December 31, 2016 - as

restated 12,241,798 13,256,890 27,197,615 15,140,960 19,592,918 110,410 64,246,270 151,786,861
Total comprehensive income for the

year ended December 31, 2017 - as restated
Profit after taxation for the year ended

December 31, 2017 - as restated - - - - - - 25,179,647 25,179,647
Other comprehensive income - net of tax - as restated - 850,249 - (8,912,176)| 6,422,302 2,118 (107,618) (1,745,125)
Total comprehensive income for the year - 850,249 - (8,912,176) 6,422,302 2,118 25,072,029 23,434,522

ended December 31, 2017 - as restated
Transfer from surplus on revaluation of fixed

assets to unappropriated profit - net of tax - - - - (50,566) - 50,566 -
Transfer to statutory reserve - - 2,542,123 - - - (2,542,123) -
Transactions with owners for the year

ended December 31, 2017
Final cash dividend - December 31, 2016 declared

subsequent to the year end at Rs.4.0 per share - - - - - - (4,896,719) (4,896,719)
Interim cash dividend - March 31, 2017

declared at Rs.3.0 per share - - - - - - (3,672,539) (3,672,539)
Interim cash dividend - June 30, 2017

declared at Rs.3.0 per share - - - - - - (3,672,539) (3,672,539)
Interim cash dividend - September 30, 2017

declared at Rs.3.0 per share - - - - - - (3,672,539) (3,672,539)

- - - - - - (15,914,336)  (15,914,336)

Balance as at December 31, 2017 - Restated 12,241,798 14,107,139 29,739,738 6,228,784 25,964,654 112,528 70,912,406 159,307,047
Change in accounting policy

as at January 1, 2018 - note 5.1.2 - - - - - - (1,590,688) (1,590,688)
Balance as at January 1, 2018 - Restated 12,241,798 14,107,139 29,739,738 6,228,784 25,964,654 112,528 69,321,718 157,716,359
Total comprehensive income for the

year ended December 31, 2018
Profit after taxation for the year ended

December 31, 2018 - - - - - - 15,226,095 15,226,095
Other comprehensive income - net of tax - 9,069,751 - (15,299,497)| (356,275) (6,672) (389,657) (6,982,350)
Total comprehensive income for the year

ended December 31, 2018 - 9,069,751 - (15,299,497)  (356,275) (6,672) 14,836,438 8,243,745
Transfer from surplus on revaluation of fixed

assets to unappropriated profit - net of tax - - - - (56,456) - 56,456 -
Transfer to statutory reserve - - 1,522,610 - - - (1,522,610) -
Transactions with owners for the year

ended December 31, 2018
Final cash dividend - December 31, 2017 declared

subsequent to the year end at Rs.4.0 per share - - - - - - (4,896,719) (4,896,719)
Interim cash dividend - March 31, 2018

declared at Rs.3.0 per share - - - - - - (3,672,539) (3,672,539)
Interim cash dividend - June 30, 2018

declared at Rs.3.0 per share - - - - - - (3,672,539) (3,672,539)
Interim cash dividend - September 30, 2018

declared at Rs.2.0 per share - - - - - - (2,448,359) (2,448,359)

B - - - - - (14,690,156)  (14,690,156)

Balance as at December 31, 2018 12,241,798 23,176,890 31,262,348 (9,070,713) 25,551,923 105,856 68,001,846 151,269,948

The annexed notes 1 to 51 and annexures |, Il and Il form an integral part of these unconsolidated financial statements.

-
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Aameer Karachiwalla Sima Kamil Amar Zafar Khan Arshad Ahmad Mir Sir Mohammed Anwar Pervez, OBE, HPk

Chief Financial Officer President & Director Director Chairman
Chief Executive Officer
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Note 2018 2017
Restated
-------------- (Rupees in '000) --------------
CASH FLOW FROM OPERATING ACTIVITIES

Profit before taxation 24,966,664 39,918,456
Less: Dividend income 2,086,932 2,360,881
22,879,732 37,557,575
Adjustments:
Depreciation on fixed assets 2,361,430 2,034,205
Depreciation on Islamic financing against leased assets (ljarah) 186,623 197,824
Amortization 486,876 373,007
Workers' Welfare Fund (2,173,437) 808,704
Provision for retirement benefits 7,265,202 672,894
Provision for compensated absences 141,698 24,687
Provision against loans and advances - net 10,795,175 1,173,304
Reversal of provision against lendings to financial institutions - net (57,600) (8,260)
Provision for diminution in value of investments - net 1,555,551 1,339,258
Reversal of provision in respect of investments disposed off during the year (60,438) (49,101)
Provision / (reversal of provision) against off balance sheet items 463,300 (599,097)
Gain on sale of operating fixed assets - net (43,565) (57,935)
Gain on sale of ijarah assets - net (1,754) (96)
Bad debts written-off directly 76,056 92,992
Unrealized gain on revaluation of investments classified as held for trading (8,524) (2,292)
Other provisions / write-offs- net 6,523 303,659
20,993,116 6,303,753
43,872,848 43,861,328
(Increase) / decrease in operating assets
Lendings to financial institutions (23,016,415) 14,851,436
Held for trading securities 3,512,807 (96,810,953)
Advances (98,353,633) (110,326,616)
Other assets (excluding advance taxation) (5,224,737) (1,804,722)
(123,081,978) (194,090,855)
(Decrease) / increase in operating liabilities
Bills payable (2,598,607) 1,631,894
Borrowings (244,526,432) 311,100,846
Deposits and other accounts 93,272,224 109,360,203
Other liabilities (excluding current taxation) 12,483,874 2,512,487
(141,368,941) 424,605,430
(220,578,071) 274,375,903
Payments on account of staff retirement benefits (6,444,103) (1,122,778)
Income taxes paid (17,619,538) (19,794,270)
Net cash flows (used in) / from operating activities (244,641,712) 253,458,855
CASH FLOW FROM INVESTING ACTIVITIES
Net investments in available for sale securities 249,422,991 (199,987,800)
Net investments in held to maturity securities 23,612,252 (7,507,546)
Net investments in subsidiaries and associates 290,067 3,475,252
Dividend income received 2,114,435 2,395,626
Investment in fixed assets and intangible assets (4,550,495) (6,686,963)
Sale proceeds from disposal of fixed assets 128,490 81,029
Sale proceeds from disposal of ijarah assets 67,966 72,260
Effect of translation of net investment in foreign branches 9,069,751 850,249
Net cash flows from / (used in) investing activities 280,155,457 (207,307,893)
CASH FLOW FROM FINANCING ACTIVITIES
Receipts of subordinated debts 9,000,000 -
Dividends paid (14,799,574) (15,479,932)
Net cash flows used in financing activities (5,799,574) (15,479,932)
Increase in cash and cash equivalents 29,714,171 30,671,030
Cash and cash equivalents at the beginning of the year 177,098,885 146,427,855
Cash and cash equivalents at the end of the year 37 206,813,056 177,098,885

The annexed notes 1 to 51 and annexures |, Il and Il form an integral part of these unconsolidated financial statements.

-
= M L g S TR e "'}
Aameer Karachiwalla Sima Kamil Amar Zafar Khan Arshad Ahmad Mir Sir Mohammed Anwar Pervez, OBE, HPk

Chief Financial Officer President & Director Director Chairman
Chief Executive Officer
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STATUS AND NATURE OF BUSINESS

United Bank Limited (the Bank) is a banking company incorporated in Pakistan and is engaged in commercial banking and
related services. The Bank's registered office and principal office are situated at UBL Building, Jinnah Avenue, Blue Area,
Islamabad and at UBL Head Office, I. I. Chundrigar Road, Karachi respectively. The Bank operates 1,364 (December 31,
2017: 1,361) branches inside Pakistan including 94 (December 31, 2017: 93) Islamic Banking branches and 2 (December
31, 2017: 2) branches in Export Processing Zones. The Bank also operates 15 (December 31, 2017: 18) branches outside
Pakistan. The Bank is a subsidiary of Bestway (Holdings) Limited and Bestway (Holdings) Limited is a wholly owned
subsidiary of Bestway Group Limited which is incorporated in the United Kingdom.

The Bank's ordinary shares are listed on Pakistan Stock Exchange (PSX). Its Global Depository Receipts (GDRs) are on
the list of the UK Listing Authority and the London Stock Exchange Professional Securities Market. These GDRs are also
eligible for trading on the International Order Book System of the London Stock Exchange. Further, the GDRs constitute an
offering in the United States only to qualified institutional buyers in reliance on Rule 144A under the US Securities Act of
1933 and an offering outside the United States in reliance on Regulation S.

BASIS OF PRESENTATION

These unconsolidated financial statements have been prepared in conformity with the format of financial statements
prescribed by the State Bank of Pakistan (SBP) vide BSD Circular No. 02, dated 25 January 2018.

In accordance with the directives of the Federal Government regarding the shifting of the banking system to Islamic modes,
SBP has issued various circulars from time to time. Permissible forms of trade-related modes of financing includes
purchase of goods by banks from customers and immediate resale to them at appropriate mark-up in price on deferred
payment basis. The purchase and resale arising under these arrangements are not reflected in these unconsolidated
financial statements as such, but are restricted to the amount of facility actually utilized and the appropriate portion of mark -
up thereon. However, the Islamic Banking branches of the Bank have complied with the requirements set out under the
Islamic Financial Accounting Standards (IFAS), issued by the Institute of Chartered Accountants of Pakistan (ICAP) as are
notified under the provisions of Companies Act, 2017.

Key financial figures of the Islamic Banking branches are disclosed in annexure |l to these unconsolidated financial
statements.

STATEMENT OF COMPLIANCE

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

- International Financial Reporting Standards (IFRS) issued by the International Accounting Standards Board (IASB) as
are notified under the Companies Act, 2017;

- Islamic Financial Accounting Standards (IFAS) issued by the Institute of Chartered Accountants of Pakistan as are
notified under the Companies Act, 2017;

- Provisions of and directives issued under the Banking Companies Ordinance, 1962 and the Companies Act, 2017; and

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

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

The SBP, vide BSD Circular letter No. 10, dated August 26, 2002 has deferred the applicability of International Accounting
Standard 39, Financial Instruments: Recognition and Measurement and International Accounting Standard 40, Investment
Property for banking companies till further instructions. Moreover, SBP vide BPRD circular no. 4, dated February 25, 2015
has deferred the applicability of Islamic Financial Accounting Standards (IFAS) 3, Profit and Loss Sharing on Deposits.
Further, according to the notification of the SECP issued vide SRO 411(1)/2008 dated April 28, 2008, IFRS 7, Financial
Instruments: Disclosures has not been made applicable for banks. Accordingly, the requirements of these standards have
not been considered in the preparation of these unconsolidated financial statements. However, investments have been
classified and valued in accordance with the requirements of various circulars issued by the SBP.
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3.3

3.4

3.5

3.6

The SECP vide its notification SRO 633 (1)/2014 dated 10 July 2014, adopted IFRS 10 effective from the periods starting
from June 30, 2014. However, vide its notification SRO 56 (1)/2016 dated January 28, 2016, it has been notified that the
requirements of IFRS 10 and section 228 of the Companies Act, 2017 will not be applicable with respect to the investment
in mutual funds established under trust structure.

These unconsolidated financial statements represent the separate financial statements of the Bank. The consolidated
financial statements of the Bank and its subsidiaries are presented separately.

Standards, interpretations and amendments to accounting and reporting standards that are not yet effective

The following new standards and interpretations of and amendments to existing accounting standards will be effective from
the dates mentioned below against the respective standard, interpretation or amendment:

Effective date (annual periods

Standard, Interpretation or Amendment beginning on or after)

- IFRS 15 - Revenue from contracts with customers July 1, 2018

- IFRS 11 - Joint Venture - (Amendments) January 1, 2019
- IFRS 16 - Leases January 1, 2019
- IAS 19 - Employee Benefits - (Amendments) January 1, 2019
- IAS 28 - Investments in Associates and Joint Ventures - (Amendments) January 1, 2019
- IFRIC 23 - Uncertainty over Income Tax Treatments January 1, 2019
- IFRS 3 - Business Combinations - (Amendments) January 1, 2020

Effective date (periods
ending on or after)
- IFRS 9 - Financial Instruments: Classification and Measurement June 30, 2019

IFRS 16 replaces existing guidance on accounting for leases, including IAS 17 'Leases’, IFRIC 4 'Determining whether an
arrangement contains a Lease', SIC-15 'Operating Leases - Incentive' and SIC-27 'Evaluating the Substance of
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on balance sheet lease accounting model
for lessees. A lessee recognizes a right-of-use asset representing its right to use the underlying asset and a lease liability
representing its obligations to make lease payments. There are recognition exemptions for short-term leases and leases of
low-value items. Lessor accounting remains similar to the current standard i.e. lessors continue to classify leases as
finance or operating leases.

On adoption of IFRS 16, the Bank shall recognize a 'right of use asset' with a corresponding liability for lease payments.
The Bank is in the process of assessing the full impact of this standard.

IFRS 9: 'Financial Instruments' addresses recognition, classification, measurement and derecognition of financial assets
and financial liabilities. The standard has also introduced a new impairment model for financial assets which requires
recognition of impairment charge based on an 'Expected Credit Losses' (ECL) approach rather than the ‘incurred credit
losses' approach as currently followed. The ECL has impact on all assets of the Bank which are exposed to credit risk. As
detailed in note 5.1.2, the Bank has already adopted IFRS 9 in respect of certain overseas branches.

The Bank is in the process of assessing the full impact of this standard.

The Bank expects that adoption of the remaining interpretations and amendments will not affect its financial statements in
the period of initial application.

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

The State Bank of Pakistan (SBP) through its BPRD Circular No. 02 of 2018 dated January 25, 2018 has amended the
format of annual financial statements of banks. All banks are directed to prepare their annual financial statements on the
revised format effective from the accounting year ending December 31, 2018. Accordingly, the Bank has prepared these
financial statements on the new format prescribed by the State Bank of Pakistan. The adoption of new format required
certain recognition requirements, reclassification of comparative information and also introduced additional disclosure
requirements. Accordingly a third statement of financial position has been presented at the beginning of the preceding
period (i.e. December 31, 2016) in accordance with the requirement of International Accounting Standard 1 — Presentation
of Financial Statements.
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During the current year, IFRS 9, Financial Instruments: Classification and Measurement, became applicable for certain
overseas branches of the Bank. The impact of the adoption of IFRS 9 on the Bank's financial statements is disclosed in
note 5.1.2.

In addition, there are certain other new standards and interpretations of and amendments to existing accounting standards
that have become applicable to the Bank for accounting periods beginning on or after January 1, 2018. These are
considered either to not be relevant or to not have any significant impact on the Bank's financial statements.

BASIS OF MEASUREMENT
Accounting convention

These unconsolidated financial statements have been prepared under the historical cost convention except that certain
fixed assets / non-banking assets acquired in satisfaction of claims have been stated at revalued amounts, certain
investments and derivative financial instruments have been stated at fair value and net obligations in respect of defined
benefit schemes are carried at their present values.

Critical accounting estimates and judgments

The preparation of these unconsolidated financial statements in conformity with accounting and reporting standards
requires management to make judgments, estimates and assumptions that affect the reported amounts of assets and
liabilities and income and expenses. It also requires management to exercise judgment in the application of its accounting
policies. The estimates and assumptions are based on historical experience and various other factors that are believed to
be reasonable under the circumstances. These estimates and assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the period in which the estimate is 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.

Significant accounting estimates and areas where judgments were made by management in the application of accounting
policies are as follows:

i) classification of investments (notes 5.4 and 9)

ii) provision against investments (notes 5.4 and 9.3), lendings to financial institutions (note 8.6) and advances (notes 5.5
and 10.4)

iii) income taxes (notes 5.9 and 35)

iv) staff retirement benefits (notes 5.11 and 40)

v) fair value of derivatives (note 5.16.2)

vi) fixed assets and intangible assets - revaluation, depreciation and amortization (notes 5.6, 11 and 12)

vii) impairment (note 5.8)

viii' valuation of non-banking assets acquired in satisfaction of claims (note 5.7)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted in the preparation of these unconsolidated financial statements are consistent with those
of the previous financial year, except for changes explained in note 5.1:

Change in accounting policies

The Companies Ordinance, 1984 was repealed through the enactment of the Companies Act, 2017. However, as directed
by the Securities and Exchange Commission of Pakistan vide Circular No. 23 dated October 4, 2017, the financial reporting
requirements of the Companies Act, 2017 were only made applicable for reporting periods starting from January 1, 2018.

Consequent to the enactment of the Companies Act, 2017 the Bank has changed its policy for accounting for a deficit
arising on revaluation of fixed assets. The Bank's previous accounting policy, in accordance with the repealed Companies
Ordinance, 1984, required that a deficit arising on revaluation of a particular property was to be adjusted against the total
balance in the surplus account or, if no surplus existed, was to be charged to the profit and loss account as an impairment
of the asset. The Companies Act, 2017 removed the specific provisions allowing the above treatment. A deficit arising on
revaluation of a particular property is now to be accounted for in accordance with IFRS, which requires that such deficit
cannot be adjusted against surplus in another property, but is to be taken to the profit and loss account as an impairment.
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The effect of this change in accounting policy, which is applied with retrospective effect, is as follows:

As at December 31, 2017

Previously

stated Change Restated

-------------------------- (Rupees in '000) ---=---====emmmmmmecenann
Impact on Statement of Financial Position
Unappropriated profit 71,153,991 (241,585) 70,912,406
Surplus on revaluation of fixed assets / non-banking assets 25,835,597 241,585 26,077,182
Impact on Profit and Loss Account
Provisions and write-offs - net 2,208,225 241,585 2,449,810
Profit after taxation 25,421,232 (241,585) 25,179,647
Earnings per share - basic and diluted (in rupees) 20.77 (0.20) 20.57
Impact on Statement of Comprehensive Income 17,251,687 (241,585) 17,010,102
Impact on Cash Flow Statement
Profit before taxation 40,160,041 (241,585) 39,918,456
Other provisions / write-offs- net 45,888 241,585 287,473

The impact above relates to revaluation of fixed assets carried out as at December 31, 2017. There were no material
impacts relating to periods prior to December 31, 2017.

As per the accounting policy of the Bank, the provision against balances with other banks, investments, lendings to
financial institutions and advances of overseas branches is made as per the requirement of the respective regulatory
regimes. During the current year, IFRS 9 became applicable for certain overseas branches of the Bank (i.e. branches in
UAE, Bahrain and Qatar). Accordingly, in respect of such branches, the Bank has changed its accounting policy and has
followed the requirements of IFRS 9, while determining the provisioning requirements against balances with other banks,
investments, lendings to financial institutions and advances. Under this standard, provision against balances with other
banks, investments, lendings to financial institutions and advances is determined under expected credit loss model.
Previously, this was determined under the incurred loss model.

The adoption of this standard by certain overseas branches resulted in additional provisioning requirement of Rs. 2,447
million (net of deferred tax amounting to Rs. 1,590 million) as at December 31, 2017. The amount of additional provision
has been adjusted in the opening retained earnings as allowed under IFRS 9 and permitted by the State Bank of Pakistan.
The impacts of change in policy can be summarized as follows:

As at January 1, 2018

51.3

Provision Already Incremental
required under recorded impact
IFRS-9
-------------------------- (Rupees in '000) -=--=======mn=ummumuuunu--
Impact on Statement of Financial Position
Balances with other banks 92,056 - 92,056
Investments 871,640 - 871,640
Advances 4,087,578 2,815,306 1,272,272
Other liabilities (provision against off
balance sheet obligations) 211,244 - 211,244
5,262,518 2,815,306 2,447,212
Less: related deferred tax (1,841,881) (985,357) (856,524)
3,420,637 1,829,949 1,590,688

The State Bank of Pakistan (SBP) through its BPRD Circular No. 02 of 2018 dated January 25, 2018 has amended the
format of annual financial statements of banks. All banks are directed to prepare their annual financial statements on the
revised format effective from the accounting year ending December 31, 2018. Accordingly, the Bank has prepared these
financial statements on the new format prescribed by the State Bank of Pakistan. The adoption of new format required
certain recognition requirements, reclassification of comparative information and also introduced additional disclosure
requirements. Accordingly, a third statement of financial position has been presented at the beginning of the preceding
period (i.e. December 31, 2016) in accordance with the requirement of International Accounting Standard 1 — Presentation
of Financial Statements. The adoption of revised format has resulted in following significant changes:

- Acceptances amounting to Rs 28,157.111 million (2017: Rs 25,670.558 million, 2016: Rs 23,081.367 million) which

were previously shown as part of contingencies and commitments are now recognized on balance sheet both as assets
and liabilities. They are included in Other Assets (note 14) and Other Liabilities (note 20);
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the year ended December 31, 2018

- Surplus on revaluation of fixed assets, non-banking assets and investments which was previously shown below equity
have now been included as part of equity (note 22). These surplus aggregate to Rs 16,587.066 million as at December
31,2018 (2017: Rs 32,305.966 million, 2016: Rs 34,844.288 million); and

- Intangibles (note 12) amounting to Rs 1,757.033 million (2017: Rs 996.191 million, 2016: Rs 1,025.556 million) were
previously shown as part of fixed assets (note 11) are now shown separately on the unconsolidated statement of
financial position.

- Provision against advances, investments, bad debts written off directly and reversal of provision against lendings to
financial institution amounting to Rs 1,173.304 million, Rs 1,339.258 million, Rs 92.992 million and Rs 8.260 million
respectively which were previously shown seperately in the unconsolidated profit and loss account have now been
shown as part of other provisions / write-offs in note 33.

Cash and cash equivalents

Cash and cash equivalents for the purpose of the cash flow statement consist of cash and balances with treasury banks
and balances with other banks.

Lendings to / borrowings from financial institutions

The Bank enters into transactions of reverse repos, repos and other short term money market lendings to financial
institutution at contracted rates for a specified period of time. Further, other long term lendings to Financial institution are
classified in advances. These are recorded as under:

Purchase under resale agreements

Securities purchased under agreement to resell (reverse repo) are included in lendings to financial institutions. The
differential between the purchase price and the resale price is amortized over the period of the agreement and recorded as
income.

Securities held as collateral are not recognized in the unconsolidated financial statements, unless these are sold to third
parties, in which case the obligation to return them is recorded at fair value as a trading liability under borrowings from
financial institutions.

Sale under repurchase agreements

Securities sold subject to a repurchase agreement (repo) are retained in the unconsolidated financial statements as
investments and the counterparty liability is included in borrowings from financial institutions. The differential between the
sale price and the repurchase price is amortized over the period of the agreement and recorded as an expense.

Bai Muajjal

The securities sold under Bai Muajjal agreement are derecognized on the date of disposal. Receivable against such sale is
recognized at the agreed sale price. The difference between the sale price and the carrying value on the date of disposal is
taken to income on straight line basis.

Investments

Investments of the Bank, other than investments in subsidiaries and associates, are classified as held for trading, held to
maturity and available for sale.

Held for trading

These are securities which are either acquired for generating a profit from short-term fluctuations in market prices, interest
rate movements and dealer's margin, or are securities included in a portfolio in which a pattern of short term profit taking
exists.

Held to maturity

These are securities with fixed or determinable payments and fixed maturities, in respect of which the Bank has the positive
intent and ability to hold to maturity.

Available for sale

These are investments, other than those in subsidiaries and associates, that do not fall under the held for trading or held to
maturity categories.
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Initial measurement

All “regular way” purchases and sales of investments are recognized on the trade date, i.e., the date that the Bank commits
to purchase or sell the investment. Regular way purchases or sales are purchases or sales of investments that require
delivery of investments within the time frame generally established by regulation or convention in the market place.

Investments are initially recognized at fair value which, in the case of investments other than held for trading, includes
transaction costs associated with the investments. Transaction costs on investments held for trading are expensed as
incurred.

Subsequent measurement
Held for trading

These are measured at subsequent reporting dates at fair value. Gains and losses on re-measurement are included in the
profit and loss account.

Held to maturity

These are measured at amortized cost using the effective interest rate method, less any impairment loss recognized to
reflect irrecoverable amounts.

Available for sale

Quoted securities classified as available for sale investments are measured at subsequent reporting dates at fair value. Any
surplus or deficit arising thereon is kept in a separate account shown in the statement of financial position as part of the
equity and is taken to the profit and loss account when realized upon disposal or when the investment is considered to be
impaired.

Unquoted equity securities are valued at the lower of cost and break-up value. The break-up value of these securities is
calculated with reference to the net assets of the investee company as per the latest available audited financial statements.
A decline in the carrying value is charged to the profit and loss account. A subsequent increase in the carrying value, upto
the cost of the investment, is credited to the profit and loss account. Investments in other unquoted securities are valued at
cost less impairment, if any.

Provisions for diminution in the value of term finance certificates and Sukuks are made as per the ageing criteria prescribed
by the Prudential Regulations issued by the SBP. Provisions for diminution in the value of other securities are made for
impairment, if any.

Investments in Subsidiaries and Associates

Investments in subsidiaries and associates are valued at cost less impairment, if any. A reversal of an impairment loss on
subsidiaries and associates is recognized in the profit and loss account as it arises provided the increased carrying value
does not exceed cost.

Gains and losses on disposal of investments in subsidiaries and associates are included in the profit and loss account.
Advances

Advances are stated net of specific and general provisions which are charged to the profit and loss account. Specific
provisions against domestic advances and general provision against domestic consumer loans portfolio are determined on
the basis of the Prudential Regulations and other directives issued by the SBP. General and specific provisions pertaining
to overseas advances are made in accordance with the requirements of the regulatory authorities of the respective
countries. If circumstances warrant, the Bank, from time to time, makes general provisions against weaknesses in its
portfolio on the basis of management's estimation.

Advances are written off when there is no realistic prospect of recovery. The amount so written-off is a book entry and does
not necessarily prejudice the Bank's right of recovery against the customer.

The Bank determines write-offs in accordance with the criteria prescribed by the SBP vide BPRD Circular No. 06 dated
June 05, 2007.
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5.6.2

Finance Lease receivables

Leases, where the Bank transfers substantially all the risks and rewards incidental to ownership of an asset to the lessee
are classified as finance lease. A receivable is recognized at an amount equal to the present value of the minimum lease
payments including guaranteed residual value, if any. Finance lease receivables are included in advances.

Islamic financings and related assets

Receivables under Murabaha financing represent cost price plus an agreed mark-up on deferred sale arrangement. Mark-
up income is recognized on a straight line basis over the period of the instalments.

liarah financing represents arrangements whereby the Bank (being the owner of assets) transfers its usufruct to its
customers for an agreed period at an agreed consideration. Assets leased out under ljarah are stated at cost less
accumulated depreciation and accumulated impairment losses, if any. These are depreciated over the term of the lease.
ljarah income is recognized on an accrual basis.

Diminishing Musharaka is partnership agreement between the Bank and its customer for financing vehicle or plant and
machinery. The receivable is recorded to the extent of Bank's share in the purchase of asset. Income is recognized on
accrual basis.

Fixed assets and depreciation
Tangible

Property and equipment, other than land (which is not depreciated) and capital work-in-progress, are stated at cost or
revalued amount less accumulated depreciation and accumulated impairment losses, if any. Land is carried at revalued
amount less impairment losses while capital work-in-progress is stated at cost less impairment losses. The cost and the
accumulated depreciation of property and equipment of foreign branches include exchange differences arising on currency
translation at the year-end rates of exchange.

Depreciation is calculated so as to write off the depreciable amount of the assets over their expected useful lives at the
rates specified in note 11.2 to these unconsolidated financial statements. The depreciation charge for the year is calculated
on a straight line basis after taking into account the residual value, if any. The residual values and useful lives are reviewed
and adjusted, if appropriate, at each statement of financial position date.

Depreciation on additions is charged from the month the asset is available for use. No depreciation is charged in the month
of disposal.

Land and buildings are revalued by independent, professionally qualified valuers with sufficient regularity to ensure that
their net carrying amount does not differ materially from their fair value. An increase arising on revaluation is credited to the
surplus on revaluation of fixed assets account. A decrease arising on revaluation of fixed assets is adjusted against the
surplus of that asset or, if no surplus exists, is charged to the profit and loss account as an impairment of the asset. A
surplus arising subsequently on an impaired asset is reversed through the profit and loss account up to the extent of the
original impairment.

Surplus on revaluation of fixed assets (net of associated deferred tax) to the extent of the incremental depreciation charged
on the related assets is transferred to unappropriated profit.

Gains and losses on sale of fixed assets are included in the profit and loss account, except that the related surplus on
revaluation of fixed assets (net of deferred tax) is transferred directly to unappropriated profit.

Major renewals and improvements are capitalized and the assets so replaced, if any, are retired. Normal repairs and
maintenance are charged to the profit and loss account as and when incurred.

Intangible assets

Intangible assets are stated at cost less accumulated amortization and accumulated impairment losses, if any. The cost
and the accumulated amortization of intangible assets of foreign branches include exchange differences arising on
currency translation at the year-end rates of exchange. Amortization is calculated so as to write off the amortizable amount
of the assets over their expected useful lives at the rates specified in note 12.1 to these unconsolidated financial
statements. The amortization charge for the year is calculated on a straight line basis after taking into account the residual
value, if any. The residual values and useful lives are reviewed and adjusted, if appropriate, at each statement of financial
position date. Amortization on additions is charged from the month the asset is available for use. No amortization is
charged in the month of disposal.

Gains and losses on sale of intangible assets are included in the profit and loss account.
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5.7

5.8

5.9

5.9.1

5.9.2

Non-banking assets acquired in satisfaction of claims

Non-banking assets acquired in satisfaction of claims are carried at revalued amounts less accumulated depreciation.
These assets are revalued by professionally qualified valuers with sufficient regularity to ensure that their net carrying value
does not differ materially from their fair value. A surplus arising on revaluation of property is credited to the 'surplus on
revaluation of non-banking assets' account and any deficit arising on revaluation is taken to profit and loss account directly.
Legal fees, transfer costs and direct costs of acquiring title to property are charged to the profit and loss account and not
capitalised.

Impairment
Impairment of available for sale equity investments

Available for sale equity investments are impaired when there has been a significant or prolonged decline in their fair value
below their cost. The determination of what is significant or prolonged requires judgment. In making this judgment, the Bank
evaluates, among other factors, the normal volatility in share price.

Impairment of investments in subsidiaries and associates

The Bank considers that a decline in the recoverable value of the investment in a subsidiary or an associate below its cost
may be evidence of impairment. Recoverable value is calculated as the higher of fair value less costs to sell and value in
use. An impairment loss is recognized when the recoverable value falls below the carrying value and is charged to the profit
and loss account. A subsequent reversal of an impairment loss, upto the cost of the investment in the subsidiary or the
associate, is credited to the profit and loss account.

Impairment in non-financial assets (excluding deferred tax)

The carrying amounts of non-financial assets are reviewed at each reporting date for impairment whenever events or
changes in circumstances indicate that the carrying amounts of these assets may not be recoverable. The recoverable
amount of an asset is the higher of its fair value less costs of disposal and its value in use. If such indication exists, and
where the carrying value exceeds the estimated recoverable amount, assets are written down to their recoverable amount.
The resulting impairment loss is charged to the profit and loss account except for an impairment loss on revalued assets,
which is adjusted against the related revaluation surplus to the extent that the impairment loss does not exceed the
revaluation surplus.

Taxation
Current

Provision for current taxation is based on taxable income for the year determined in accordance with the prevailing laws
and at the prevailing rates for taxation on income earned by the Bank. The amount of current tax payable is the best
estimate of the tax amount expected to be paid that reflects uncertainty related to income taxes, if any. It is measured using
tax rates enacted or substantively enacted at the reporting date. Current tax also includes any tax arising from dividends.

Current tax assets and liabilities are offset only if certain criteria are met.

Deferred

Deferred tax is recognized using the balance sheet method on all major temporary differences between the amounts
attributed to assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax
is calculated at the rates that are expected to apply to the period when the differences are expected to reverse, based on

tax rates that have been enacted or substantively enacted at the statement of financial position date.

Deferred tax assets are recognized only to the extent that it is probable that future taxable profits will be available against
which the assets can be utilized.

The carrying amount of deferred tax assets is reviewed at each statement of financial position date and reduced to the

extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of the deferred tax asset
to be utilized.
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5.10

5.1

5.11.1

5.11.2

The Bank also recognizes deferred tax asset / liability on the deficit / surplus on revaluation of fixed assets / non-banking
assets acquired in satisfaction of claims and securities which is adjusted against the related deficit / surplus in accordance
with the requirements of IAS 12, Income Taxes.

Provisions

Provisions are recognized when the Bank has a legal or constructive obligation as a result of past events which makes it
probable that an outflow of resources will be required to settle the obligation and a reliable estimate of the amount can be
made.

Provision against identified non-funded losses is recognized when intimated and reasonable certainty exists that the Bank
will be required to settle the obligation. The provision is charged to the profit and loss account net of expected recovery and
the obligation is classified under other liabilities.

Provisions are reviewed at each statement of financial position date and are adjusted to reflect the current best estimate.
Staff retirement and other benefits

Staff retirement benefit schemes

The Bank operates the following staff retirement schemes for its employees:

a) For new employees and for those who opted for the below mentioned conversion option introduced in 2001, the Bank
operates:

- an approved contributory provident fund (defined contribution scheme); and
- an approved gratuity scheme (defined benefit scheme).

b) For employees who have not opted for the conversion option introduced in 2001, the Bank operates:

- an approved non-contributory provident fund in lieu of the contributory provident fund; and
- an approved funded pension scheme, introduced in 1975 (defined benefit scheme).

In 2001, the Bank modified the pension scheme and introduced a conversion option for employees covered under option
(b) above to move to option (a). This conversion option ceased on December 31, 2003.

The Bank also operates benevolent fund for all its eligible employees (defined benefit scheme).

Annual contributions towards defined benefit schemes are made on the basis of actuarial advice using the Projected Unit
Credit Method.

For the defined contribution scheme, the Bank pays contributions to the fund on a periodic basis. The Bank has no further
payment obligation once the contributions have been paid. The contributions are recognized as an expense when the

obligation to make payments to the fund has been established. Prepaid contributions are recognized as an asset to the
extent that a cash refund or a reduction in future payments is available.

Other benefits
a) Employees' compensated absences

The Bank makes provisions for compensated vested and non-vested absences accumulated by its eligible employees
on the basis of actuarial advice under the Projected Unit Credit Method.

b) Post-retirement medical benefits (defined benefit scheme)

The Bank provides post-retirement medical benefits to eligible retired employees. Provision is made on the basis of
actuarial advice under the Projected Unit Credit Method.
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5.11.3

5.12

5.13

5.14

5.14.1

5.14.2

5.14.3

5.14.4

Remeasurement of defined benefit obligations
Remeasurement gains and losses arising from experience adjustments and changes in actuarial assumptions are
recognized in other comprehensive income when they occur with no subsequent recycling through the profit and loss

account.

Remeasurement gains and losses pertaining to long term compensated absences are recognized in the profit and loss
account immediately.

Subordinated debts
Subordinated debts are initially recorded at the amount of proceeds received. Mark-up accrued on subordinated debts is

recognized separately as part of other liabilities and is charged to the profit and loss account over the period on an accrual
basis.

Borrowings / deposits

a) Borrowings / deposits are recorded at the amount of proceeds received.
b) The cost of borrowings / deposits is recognized on an accrual basis as an expense in the period in which it is incurred.

Revenue recognition

Revenue is recognized to the extent that the economic benefits associated with a transaction will flow to the Bank and the
revenue can be reliably measured. The following recognition criteria must be met before revenue is recognized.

Advances and investments

Mark-up / return / interest on performing advances and investments is recognized on a time proportionate basis over the
term of the advances and investments that takes into account the effective yield of the asset. Where debt securities are
purchased at a premium or discount, such premium / discount is amortized through the profit and loss account over the

remaining period of maturity of the debt securities.

Interest or mark-up recoverable on non-performing or classified advances and investments is recognized on a receipt
basis.

Lease financing

Income from lease financing is accounted for using the financing method. Under this method, the unearned lease income
(defined as the sum of total lease rentals and estimated residual value less the cost of the leased assets) is deferred and
taken to income over the term of the lease so as to produce a constant periodic rate of return on the outstanding net
investment in the lease. Gains or losses on termination of lease contracts are recognized through the profit and loss
account when these are realised. Unrealised lease income and other fees on classified leases are recognized on a receipt
basis.

Dividend income

Dividend income is recognized when the right to receive the dividend is established.

Fee, brokerage and commission income

Fee, brokerage and commission income is recognized on an accrual basis.

Grants

Grants received are recorded as income when the right to receive the grant, based on the related expenditure having been
incurred, has been established.
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5.15

Foreign currencies

5.15.1 Functional and presentation currency

5.15.2

5.15.3

5.15.4

5.15.5

5.16

5.16.1

5.16.2

5.16.3

88

Iltems included in these unconsolidated financial statements are measured using the currency of the primary economic
environment in which the Bank operates. These unconsolidated financial statements are presented in Pakistani Rupees,
which is the Bank's functional and presentation currency.

Foreign currency transactions

Transactions in foreign currencies are translated to rupees at the foreign exchange rates prevailing on the transaction date.
Monetary assets and liabilities in foreign currencies are expressed in rupee terms at the rates of exchange prevailing at the
statement of financial position date. Forward foreign exchange contracts and foreign bills purchased are valued in rupees at
the forward foreign exchange rates applicable to their respective maturities.

Non-monetary assets and liabilities in foreign currencies are expressed in rupee terms at the rates of exchange prevailing
at the date of initial recognition of the non-monetary assets / liabilities.

Foreign operations

The assets and liabilities of foreign operations are translated to rupees at exchange rates prevailing at the statement of
financial position date. The results of foreign operations are translated at the average rates of exchange for the year.

Translation gains and losses

Translation gains and losses are taken to the profit and loss account, except those arising on translation of the net
investment in foreign branches which are taken to capital reserves (Exchange Translation Reserve) until the disposal of the
net investment, at which time these are recognized in the profit and loss account.

Contingencies and commitments

Commitments for outstanding forward foreign exchange contracts are disclosed in these unconsolidated financial
statements at contracted rates. Contingent liabilities / commitments denominated in foreign currencies are expressed in
rupee terms at the rates of exchange prevailing at the statement of financial position date.

Provision for claims under guarantees

A provision for claims under guarantees is recognized when intimated and reasonable certainty exists that the Bank will
settle the obligation. The charge to the profit and loss account is stated net of expected recoveries and the obligation is
recognized in other liabilities.

Financial instruments
Financial assets and liabilities

Financial assets and liabilities carried on the statement of financial position include cash and bank balances, lendings to
financial institutions, investments, advances, certain receivables, bills payable, borrowings from financial institutions,
deposits, subordinated loans and certain payables. The particular recognition methods adopted for significant financial
assets and financial liabilities are disclosed in the individual policy notes associated with them.

Derivative financial instruments

Derivative financial instruments are initially recognized at fair value on the date on which the derivative contract is entered
into and are subsequently re-measured at fair value using appropriate valuation techniques. All derivative financial
instruments are carried as assets when their fair value is positive and liabilities when their fair value is negative. Any
change in the fair value of derivative financial instruments during the period is taken to the profit and loss account.

Off setting

Financial assets and financial liabilities are set off and the net amount is reported in the unconsolidated financial
statements when there is a legally enforceable right to set off and the Bank intends to either settle on a net basis, or to
realize the assets and to settle the liabilities simultaneously.
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5.17

5.17.1

5.17.2

5.18

5.19

5.20

Segment reporting

A segment is a distinguishable component of the Bank that is engaged either in providing particular products or services
(business segment), or in providing products or services within a particular economic environment (geographical segment),
and is subject to risks and rewards that are different from those of other segments.

Business segments
(a) Corporate / Commercial Banking

Includes project, trade and working capital finance, import and export, factoring, leasing, lending, deposits and
guarantees. It also include services provided in connection with mergers and acquisitions and the underwriting /
arrangement of debt and equity instruments through syndications, Initial Public Offerings and private placements.

(b) Treasury

Includes fixed income, equity, foreign exchange, credit, funding, own position securities, lending and borrowings and
derivatives for hedging and market making.

(c) Branch Banking

Includes deposits, lending and banking services to private individuals and small businesses including credit cards and
branchless banking.

(d) Islamic Banking
Represents branch operations of Islamic banking window of the Bank.
(e) International Branch Operations
Represents Bank's operations in 5 countries including two branches in export processing zones in Karachi and Sialkot.
(f) Others
Others includes functions which cannot be classified in any of the above segments.
Geographical segments
The Bank operates in following geographical regions:

- Pakistan

- Middle East

- United States of America

- Export Processing Zones in Karachi and Sialkot

Dividends and appropriations to reserves

Dividends and appropriations to reserves are recorded in the year in which these are approved, except appropriations
required by law which are recorded in the period to which they pertain.

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.

Acceptances

Acceptances comprise undertakings by the Bank to pay bill of exchange drawn on customers. Acceptances are recognized
as financial liability in the statement of financial position with a contractual right of reimbursement from the customer as a
financial asset. Therefore, commitments in respect of acceptances have been accounted for as financial assets and
financial liabilities.
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6.1

6.2

6.3

6.4

6.5

71

90

CASH AND BALANCES WITH TREASURY BANKS

In hand
Local currency
Foreign currency

With State Bank of Pakistan in
Local currency current accounts
Foreign currency current accounts
Foreign currency deposit account

With other central banks in
Foreign currency current accounts
Foreign currency deposit accounts

With National Bank of Pakistan in local currency current accounts

Prize Bonds

Note

6.1
6.2
6.3

6.4
6.5

2018

2017

--------- (Rupees in '000) --------

11,659,464 9,133,747
4,042,891 4,617,292
15,702,355 13,751,039
46,699,046 47,566,242
3,209,866 2,603,208
8,304,054 7,374,423
58,212,966 57,543,873
30,452,713 30,652,807
12,103,156 7,272,440
42,555,869 37,925,247
66,936,342 48,257,470
59,826 105,058
183,467,358 157,582,687

This represents current accounts maintained with the SBP under the Cash Reserve Requirement of section 22 of the

Banking Companies Ordinance, 1962.

This represents a US Dollar settlement account maintained with the SBP and current accounts maintained with the SBP

to comply with statutory requirements.

This represents account maintained with the SBP to comply with the Special Cash Reserve requirement. The return on
this account is declared by the SBP on a monthly basis and as at December 31, 2018, it carries mark-up at the rate of

1.35% (2017: 0.37%) per annum.

Deposits with other central banks are maintained to meet the minimum cash reserves and capital requirements

pertaining to the foreign branches of the Bank.

These represent placements with overseas central banks and carry mark-up at rates ranging from 2.24% to 2.50%

(2017: 1.22% to 1.50%) per annum.

BALANCES WITH OTHER BANKS

In Pakistan
In deposit accounts

Outside Pakistan
In current accounts
In deposit accounts

Note

71

7.2

2018

2017

--------- (Rupees in '000) --------

4,600,007 6,000,007
4,600,007 6,000,007
5,866,022 7,280,182
12,879,669 6,236,009
18,745,691 13,516,191
23,345,698 19,516,198

These carry mark-up at rates ranging from 9.80% to 10.49% (2017: 5.60% to 5.7%) per annum.
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7.2

8.1

8.2

8.3

8.3.1

8.4

8.5

8.6

These carry mark-up at rates ranging from 0.13% to 5.86% (2017: 0.13% to 5.25%) per annum and include balances
amounting to Rs. 277.724 million (2017: Rs.220.834 million), maintained with an overseas bank against the statutory
reserves requirement of a foreign branch.

Note 2018 2017
--------- (Rupees in '000) --------
LENDINGS TO FINANCIAL INSTITUTIONS

Call / clean money lending 8.2 7,000,000 585,000
Repurchase agreement lendings (reverse repo) 8.3 23,500,000 6,931,953
Bai Muajjal receivable

- with State Bank of Pakistan - 3,109,215
- with other financial institutions 8.4 3,066,732 -
Other lendings to financial institutions 8.5 443,067 367,216
34,009,799 10,993,384
Less: provision against lendings to financial institutions 8.6 (68,253) (125,853)
Lendings to Financial Institutions - net of provision 33,941,546 10,867,531

Particulars of lendings to financial institutions - gross

In local currency 33,634,872 10,694,308
In foreign currencies 374,927 299,076
34,009,799 10,993,384

These represents unsecured lendings carrying mark-up at the rate of 9.00% to 9.70% per annum (2017: 5.75% per
annum) and is due to mature by January 2019.

Securities held as collateral against repurchase agreement lendings (reverse repo)

2018 2017
Further given Further given
Held by Bank as collateral / Total Held by Bank as collateral / Total
sold sold

(Rupees in '000)

Pakistan Investment Bonds 5,000,000 18,500,000 23,500,000 - - -
Market Treasury Bills - - - 6,931,953 - 6,931,953
Total 5,000,000 18,500,000 23,500,000 6,931,953 - 6,931,953

The market value of securities held as collateral against repurchase agreement lendings amounted to Rs. 23,496.797
million (2017: Rs. 6,930.423 million).

These represents Bai Muajjal agreements entered into with various financial institutions whereby the Bank has sold
sukuks having carrying value of Rs. 2,992.934 million (2017: Rs. Nil) on deferred payment basis. The average return on
these transactions is 10.0% per annum (2017: Nil).

Lendings pertaining to overseas operations carry mark-up at rates 4.25% per annum (2017: 2.61% to 6.02% per annum)
and are due to mature latest by January 2019.

Category of classification 2018 2017
Classified Provision Classified Provision
Lendings held Lendings held
(Rupees in '000)
Domestic
Loss 68,253 68,253 125,853 125,853
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9.

9.1

92

INVESTMENTS

Investments by type

Held for trading securities
Market Treasury Bills
Pakistan Investment Bonds

Available for sale securities
Market Treasury Bills

Pakistan Investment Bonds
Government of Pakistan Eurobonds
Government of Pakistan Sukuk
Sukuks

Ordinary shares of listed companies
Preference shares

Ordinary shares of unlisted companies
Investment in REIT

Term Finance Certificates

Foreign bonds - sovereign

Foreign bonds - others

Held to maturity securities
Market Treasury Bills

Pakistan Investment Bonds
Government of Pakistan Eurobonds
Government of Pakistan Sukuk

Bai Muajjal with Government of Pakistan
Term Finance Certificates

Sukuks

Participation Term Certificates
Debentures

Foreign bonds - sovereign

Foreign bonds - others

Recovery note

CDC SAARC Fund

Commercial Paper

Associates

UBL Liquidity Plus Fund

UBL Money Market Fund

Al Ameen Islamic Asset Allocation Fund

Al Ameen Islamic Financial Planning Fund

UBL Insurers Limited

Khushhali Bank Limited

Oman United Exchange Company,
Muscat

DHA Cogen Limited

Subsidiaries

United National Bank Limited (UBL UK)

UBL (Switzerland) AG

UBL Fund Managers Limited

UBL Bank (Tanzania) Limited

United Executors and Trustees
Company Limited

Total Investments

| United Bank Limited

Note

9.4

9.9

9.10

2018 2017
Cost/ Provision Surplus | Carrying Cost/ Provision Surplus / Carrying
Amortised for . Amortised for .
Lo (Deficit) Value Lo (Deficit) Value
cost diminution cost diminution
(Rupees in '000)
99,942,759 - 954 | 99,943,713 104,501,276 - 1,563 104,502,839
1,621,854 - 7,570 1,629,424 582,376 - 729 583,105
101,564,613 8,524 101,573,137 105,083,652 - 2,292 105,085,944
139,865,800 (22,440)] 139,843,360 302,518,979 - (3,034)] 302,515,945
133,585,814 - (14,268,873)| 119,316,941 229,560,472 - 6,285,489 235,845,961
17,736,778 (203,676) (701,525)| 16,831,577 14,591,647 - 538,229 15,129,876
15,145,060 (49,844) (176,154)] 14,919,062 19,102,273 - 56,993 19,159,266
105,000 - - 105,000 - - - -
18,018,211 | (3,047,963) 1,747,978 | 16,718,226 18,362,304 | (1,824,076)] 1,780,418 18,318,646
482,687 (446,023) - 36,664 391,315 (354,688) - 36,627
753,562 (121,751) - 631,811 258,507 (128,508) - 129,999
458,590 41,273 499,863 458,590 - - 458,590
941,297 (97 278) (891) 843,128 441,406 (97,616) 4,479 348,269
35,080,096 (378,288) (459,301)| 34,242,507 25,512,258 (2,107) 789,539 26,299,690
6,997,292 (46,622) (110,867) 6,839,803 10,450,615 - 130,632 10,581,247
369,170,187  (4,391,445) (13,950,800) 350,827,942 621,648,366  (2,406,995) 9,582,745 628,824,116
2,885,435 - 2,885,435 6,601,781 - - 6,601,781
275,079,334 - - 275,079,334 311,766,517 - - 311,766,517
8,251,048 (127,994) - 8,123,054 5,574,671 - - 5,574,671
719,499 (11,264) - 708,235 - -
8,300,566 - 8,300,566 - - - -
6,023,053 (11, 384) - 6,011,669 6,626,766 (41,851) - 6,584,915
11,921,801 (107,743) - 11,814,058 10,512,247 (117,841) - 10,394,406
437 (437) - - 437 (437) - -
2,266 (2,266) - - 2,266 (2,266) - -
14,460,187 (171,247) - 14,288,940 9,784,641 - - 9,784,641
1,497,873 (347,246) - 1,150,627 1,279,617 (239,524) - 1,040,093
428,008 (427, 992) - 16 340,333 (340,333) - -
302 - 302 240 - - 240
- - - - 227,224 - - 227,224
329,569,809  (1,207,573) - 328,362,236 352,716,740 (742,252) - 351,974,488
- - - - 10,079 - - 10,079
- - - 9,850 - - 9,850
- - 216,000 - - 216,000
- - - 301,751 - - 301,751
240,000 - 240,000 240,000 - - 240,000
832,485 - 832,485 832,485 - - 832,485
15,998 (51) - 15,947 14,152 - - 14,152
1,088,483 (51) - 1,088,432 1,624,317 - - 1,624,317
2,855,223 - 2,855,223 2,855,223 - - 2,855,223
589,837 - 589,837 589,837 - - 589,837
100,000 - - 100,000 100,000 - - 100,000
1,831,006 (882,587) - 948,419 1,322,014 (619,413) - 702,601
30,100 - - 30,100 30,100 - - 30,100
5,406,166 (882,587) - 4,523,579 4,897,174 (619,413) - 4,277,761
806,799,258  (6,481,656) (13,942,276) 786,375,326  1,085,970,249  (3,768,660) 9,585,037  1,091,786,626
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9.2

Investments by segment

Federal Government Securities
Market Treasury Bills

Pakistan Investment Bonds
Government of Pakistan Sukuk
Government of Pakistan Eurobonds
Bai Muajjal Government of Pakistan

Ordinary shares
Listed companies
Unlisted companies

Preference shares
Investment in REIT

Non-Government Debt Securities
Listed companies
Unlisted companies

Foreign Securities
Market Treasury Bills
Sovereign bonds
CDC SAARC Fund
Recovery note

Other Bonds

Associates

UBL Liquidity Plus Fund

UBL Money Market Fund

Al Ameen Islamic Asset Allocation Fund

Al Ameen Islamic Financial Planning Fund

UBL Insurers Limited

Khushhali Bank Limited

Oman United Exchange Company,
Muscat

DHA Cogen Limited

Subsidiaries

United National Bank Limited (UBL UK)

UBL (Switzerland) AG

UBL Fund Managers Limited

UBL Bank (Tanzania) Limited

United Executors and Trustees
Company Limited

Total Investments

2018 2017
Cost/ Provision Surolus / Cost/ Provision Surolus /
Amortised for p. . Carrying Value Amortised for p. .. |Carrying Value
T (Deficit) A (Deficit)
cost diminution cost diminution
(Rupees in '000)

239,808,559 (21,486)] 239,787,073 407,020,255 (1,471)| 407,018,784
410,287,002 - (14,261,303)] 396,025,699 541,909,365 6,286,218 | 548,195,583
15,864,559 (61,108) (176,154) 15,627,297 19,102,273 56,993 19,159,266
25,987,826 | (331,670) (701,525) 24,954,631 20,166,318 538,229 20,704,547
8,300,566 - - 8,300,566 - - -
700,248,512 (392,778) (15,160,468) 684,695,266 988,198,211 6,879,969 995,078,180
18,018,211 | (3,047,963)] 1,747,978 16,718,226 18,362,304 | (1,824,076)| 1,780,418 18,318,646

753,562 | (121,751) - 631,811 258,507 | (128,508) - 129,999
18,771,773 (3,169,714) 1,747,978 17,350,037 18,620,811 (1,952,584) 1,780,418 18,448,645
482,687  (446,023) - 36,664 391,315 (354,688) 36,627
458,590 - 41,273 499,863 458,590 458,590
3,493,655 (97,278) (891) 3,395,486 3,494,089 (98,408) 4,479 3,400,160
15,500,199 |  (121,830) - 15,378,369 14,316,257 |  (161,603) - 14,154,654
18,993,854  (219,108) (891) 18,773,855 17,810,346 (260,011) 4,479 17,554,814
2,885,435 - - 2,885,435 6,601,781 - - 6,601,781
49,540,283 |  (549,535) (459,301) 48,531,447 35,296,899 (2,107)| 789,539 36,084,331
302 - 302 240 - 240
428,008 | (427,992) - 16 340,333 | (340,333) - -
8,495,165 | (393,868) (110,867) 7,990,430 11,730,232 | (239,524)] 130,632 11,621,340
61,349,193 (1,371,395) (570,168) 59,407,630 53,969,485  (581,964) 920,171 54,307,692
- 10,079 10,079
- 9,850 9,850
- 216,000 - 216,000
- - 301,751 301,751
240,000 - 240,000 240,000 240,000
832,485 - 832,485 832,485 832,485
15,998 (51) 15,947 14,152 14,152
1,088,483 (51) 1,088,432 1,624,317 1,624,317
2,855,223 - 2,855,223 2,855,223 2,855,223
589,837 - 589,837 589,837 589,837
100,000 - - 100,000 100,000 - - 100,000
1,831,006 | (882,587) - 948,419 1,322,014 | (619,413) - 702,601
30,100 - 30,100 30,100 - - 30,100
5,406,166  (882,587) 4,523,579 4,897,174  (619,413) - 4,277,761
806,799,258 (6,481,656) (13,942,276) 786,375,326  1,085,970,249 (3,768,660) 9,585,037 1,091,786,626
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9.21

9.3

9.3.1

9.3.2

9.4

9.5

94

Investments given as collateral - at market value

Market Treasury Bills

Pakistan Investment Bonds
Government of Pakistan Eurobonds
Foreign bonds - sovereign

Foreign bonds - others

Provision for diminution in value of investments

Opening balance
Impact on adoption of IFRS 9
Exchange adjustments

Charge / (reversals)
Charge for the year
Reversals for the year

Reversal on disposal
Amounts written off
Closing balance

Particulars of provision against debt securities

Category of classification

Domestic
Loss

Overseas
Not past due but impaired
Overdue by:

> 365 days

Total

Bai Muajjal with Government of Pakistan
Bai Muajjal Investment
Less: Deferred Income

Bai Muajjal Investment - net

Quality of Available for Sale Securities

Note 2018 2017
------- (Rupees in '000) -------
104,483,301 239,588,138
55,064,705 211,713,424
1,457,053 -
2,938,477 -
1,167,508 -
165,111,044 451,301,562
3,768,660 2,428,208
5.1.2 871,640 -
373,968 51,363
1,567,939 1,370,128
(12,388) (30,870)
1,555,551 1,339,258
(60,438) (49,101)
(27,725) (1,068)
9.1 6,481,656 3,768,660
2018 2017
Non Non
performing . performing .
investment Provision investment Provision
(NPI) (NPI)
(Rupees in '000) ----==-=====n=mmmmmnmune
2,136,944 219,107 2,563,729 259,952
- - 41,280 2,212
729,205 729,179 579,811 579,811
2,866,149 948,286 3,184,820 841,975
2018 2017

Details regarding quality of Available for Sale (AFS) securities are as follows;

| United Bank Limited

------- (Rupees in '000) -------

11,420,000
(3,119,434)

8,300,566
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9.5.1 Domestic Securities

9.5.1.1 Federal Government Securities - Government guaranteed

Market Treasury Bills
Pakistan Investment Bonds
Sukuk

Eurobonds

9.5.1.2 Shares

Listed Companies
Cement
Chemical
Commercial Banks
Fertilizer
Oil & Gas Exploration Companies
Oil & Gas Marketing Companies
Power Generation & Distribution
Technology & Communication
Textile Composite
Textile Spinning

Unlisted Companies

SME Bank Limited

First Women Bank

N.LF.T

NIT (Equity)

Passco

Swift (Belgium)

Vis Credit Information Services
Mastercard International

Kay Textile Mills Limited

World Bridge Connect Incorporation
Techlogix International Limited.
Cinepax Limited

Pakistan Mortgage Refinance Co Limited

9.5.1.3 Others

Investment in REIT
Preference Shares

2018

2017

Cost

------- (Rupees in '000) -------

139,865,800 302,518,979
133,585,814 229,560,472
15,145,060 19,102,273
17,736,778 14,591,647
306,333,452 565,773,371
2,180,204 1,842,819
861,004 915,931
337,311 337,311
5,661,660 5,661,660
593,890 1,555,238
579,373 579,373
5,975,088 6,196,611
665,808 658,156
543,543 -
595,323 595,321
17,993,204 18,342,420
2018 2017
Cost Breakup value Cost Breakup value
(Rupees in '000) ------=-=-=====nn=mun=uun
26,950 - 26,950 138
21,100 69,511 21,100 73,542
1,526 59,076 1,527 55,793
100 728,462 100 746,007
5,500 1,331,012 5,500 1,256,081
2,905 16,564 2,905 12,396
325 31 325 27
0.003 332 0.003 267
3,778 - 3,778 -
77,606 - 77,606 -
50,703 37,595 50,703 29,894
60,122 197,405 50,372 167,411
500,000 500,047 15,300 15,735
750,615 2,940,035 256,166 2,357,291
2018 2017
Cost
------- (Rupees in '000) -------
458,590 458,590
36,667 36,667
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2018 2017

Cost

------- (Rupees in '000) -------
9.5.1.4 Non Government Debt Securities

9.5.2.2 Non Government Debt Securities

Listed
- AA+, AA, AA-
-A+ A A-

- BBB+, BBB, BBB-

- BB+, BB, BB-
- B+, B, B-
- Unrated

96 | United Bank Limited

Listed
- AA+, AA, AA- 520,464 120,783
- A+ A A- 250,000 149,790
- Unrated 97,615 97,615
868,079 368,188
Unlisted
- AAA 105,000 -
- Unrated 73,218 73,218
178,218 73,218
9.5.2 Foreign Securities
2018 2017
9.5.2.1 Government Securities Cost Rating Cost Rating
(Rupees in '000) ---=--=====m=nmmmmmmmmen
- Qatar 3,762,165 AA- 2,770,873 BBB+
- Srilanka 5,266,294 B 4,248,655 B
- Jordan 2,855,218 B+ 1,870,069 B+
- Bahrain 4,459,441 B 3,559,732 BB+
- Angola - - 316,848 B+
- Egypt 2,834,954 B- 1,703,546 B
- Kenya 1,990,068 B 1,587,223 B
- Nigeria 1,369,568 B 1,091,132 B+
- Oman 2,504,189 BBB- 885,139 BBB+
- Portugal - - 495,775 Unrated
- Tanzania 777,980 B+ 1,041,969 B
- Turkey 3,044,348 BB- 2,488,633 BB+
- United Arab Emirates 6,215,871 AA 3,121,794 A+
- Vietnam - - 330,870 B+
35,080,096 25,512,258
2018 2017
Cost

------- (Rupees in '000) -------

611,172 214,582

- 497,560
3,177,868 6,541,933
411,955 892,057
553,894 376,377
2,242,403 1,928,106
6,997,292 10,450,615
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9.5.2.3 Equity Securities
Listed

2018

2017

Cost

------- (Rupees in '000) -------

DP world - Bahrain 25,007 19,884
25,007 19,884
Unlisted
The Benefit Company B.S.C 2,947 2,341
2,947 2,341
9.5.2.4 Preference Shares 446,020 354,648
9.6 Particulars relating to Held to Maturity securities are as follows:
9.6.1 Domestic Securities
9.6.1.1 Federal Government Securities - Government guaranteed
Pakistan Investment Bonds 275,079,334 311,766,517
Sukuk 719,499 -
Bai Muajjal 8,300,566 -
Eurobonds 8,251,048 5,574,671
292,350,447 317,341,188
9.6.1.2 Non Government Debt Securities
Listed
- AAA - 2,250,000
- AA+, AA, AA- 2,560,858 661,390
-A+ A A- - 149,790
2,560,858 3,061,180
Unlisted
- AAA 10,018,430 8,522,230
- AA+, AA, AA- 2,345,018 2,224,643
-A+ A A- 907,142 942,857
- Unrated 2,116,109 2,390,806
15,386,699 14,080,536
9.6.1.3 Others
CDC SAARC Fund 302 240
9.6.2 Foreign Securities
2018 2017
9.6.2.1 Government Securities Cost Rating Cost Rating
(Rupees in '000) --=-======ssnmmmnmmmnanan
- Qatar 1,660,619 AA- 1,065,503 BBB+
- Jordan 2,064,107 B+ 1,209,330 B+
- Bahrain 1,656,666 B 1,319,611 BB+
- Egypt 2,141,390 B- 1,703,899 B
- Kenya 1,179,216 B 938,340 B
- Oman 1,390,286 BBB- - -
- Portugal 621,824 BBB- 495,775 unrated
- Sri Lanka 2,413,143 B 1,923,581 B
- Tanzania 119,838 B+ 154,928 B
- Yemen 2,885,435 unrated 6,601,781 unrated
- Turkey 1,213,098 BB- 973,674 BB+

17,345,622

__16,386,422_
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2018 2017
Cost
9.6.2.2 Non Government Debt Securites e (Rupees in '000) -------
Listed
- BBB+, BBB, BBB- 55,545 324,653
- BB+, BB, BB- 414,174 578,955
- B+, B, B- 553,362 136,516
- Unrated 173,595 -
1,196,676 1,040,124
Unlisted
- Unrated [ 301,197 || 239,493 |
301,197 239,493
9.6.2.3 Others
Commercial Paper - 227,224
Recovery Note 428,008 340,333

9.6.3

9.7

9.8

9.9

9.10

9.11
9.12

9.13

The market value of securities classified as held-to-maturity as at December 31, 2018 amounted to Rs. 304,643.471
million (December 31, 2017: Rs. 359,923.968 million).

Investments include securities which are held by the Bank to comply with the statutory liquidity requirements as set out
under Section 29 of the Banking Companies Ordinance, 1962.

Investments include Rs. 118.000 million (2017: Rs. 282.000 million) held by the State Bank of Pakistan as pledge against
demand loan, TT / DD discounting facilities and foreign exchange exposure limit sanctioned to the Bank and Rs. 5.000
million (2017: Rs. 5.000 million) held by the Controller of Military Accounts (CMA) under Regimental Fund Arrangements.

This represents the Bank's subscription towards the paid-up capital of Khushhali Bank Limited. Pursuant to section 10 of
the Khushhali Bank Ordinance, 2000 strategic investors including the Bank cannot sell or transfer their investment before
a period of five years that has expired on October 10, 2005. Thereafter, such sale / transfer would be subject to the prior
approval of the SBP. However, these shares are still appearing as frozen as no approval has been obtained by the Bank
to unfreeze these shares.

As a result of exercise of a pledge in 2013, the Bank holds 20.99% of the issued and paid up capital of DHA Cogen
Limited without any consideration having been paid. Consequently, DHA Cogen Limited is classified as an associated
company.

Provision against investments includes collective impairment under IFRS 9 amounting to Rs: 1,034.995 million.

Investments include amounts aggregating to Rs. 1,792.177 million (2017: Rs 2,175.182 million) which have been
classified as loss in accordance with the requirements of Prudential Regulations prescribed by the SBP. Provision has
however, not been made against them as these investments are secured by way of guarantee from the Government of
Pakistan.

Summary of financial position and performance of associates and subsidiaries

2018 2017
o "
Country (_)f A’_ Assets Liabilities Revenue Profit / Assets Liabilities Revenue Profit/
Incorporation Holding (loss) (loss)

----------------------- (Rupees in "000) =--=---smmsmmueem

Associates

UBL Liquidity Plus Fund Pakistan 0% - - - - 6,683,601 75,089 279,725 173,339
UBL Money Market Fund Pakistan 0% - - - - 724,871 17,787 46,997 38,542
Al Ameen Islamic Asset Allocation Fund Pakistan 0% - - - - 7,859,580 85,572 (67,124) 263,886
Al Ameen Islamic Financial Planning Fund Pakistan 0% - - - - 9,514,590 100,333 (561,808) (825,416)
UBL Insurers Limited Pakistan 30% 4,795,524 3,412,698 1,412,471 241,327 4,180,839 3,026,792 1,062,464 169,206
Khushhali Bank Limited Pakistan 30% 70,461,754 62,251,562 8,846,637 2,431,676 58,978,610 52,538,695 6,971,272 1,876,462
Oman United Exchange Company, Muscat Oman 25% 309,105 35,481 181,955 (64,481) 371,264 92,455 166,714 (26,307)

Subsidiaries

United National Bank Limited (UBL UK) UK 55% 87,359,241 75,046,256 1,864,531 (1,011,476) 76,936,191 64,779,488 2,540,816 3,461
UBL (Switzerland) AG Switzerland  100% 29,245,692 24,223,245 857,523 305,419 23,682,133 19,760,308 765,161 300,035
UBL Fund Managers Limited Pakistan 99% 2,355,016 565,459 1,164,191 407,587 1,749,997 184,435 1,277,396 418,550
UBL Bank (Tanzania) Limited Tanzania 100% 6,299,342 4,952,565 337,509 (117,808) 5,140,724 4,362,746 343,244  (196,198)
United Executors and Trustees

Company Limited Pakistan 100% 119,263 282 6,545 4,350 114,889 247 4,807 3,257
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10.

10.1
10.1.1

10.2

10.3

10.4

ADVANCES Note Performing Non-performing Total
2018 2017 2018 2017 2018 2017
(Rupees in '000)
Loans, cash credits, running finances, etc. 628,104,826 531,344,222 65,480,873 49,367,873 693,585,699 580,712,095
Net investment in finance lease 10.2 77,361 - - - 77,361 -
Islamic financings and related assets 10.7 22,595,094 22,106,385 97,156 94,421 22,692,250 22,200,806
Bills discounted and purchased 56,933,339 64,358,402 2,983,692 2,784,397 59,917,031 67,142,799
Advances - gross 707,710,620 617,809,009 68,561,721 52,246,691 776,272,341 670,055,700
Provision against advances 104
- Specific - - (55,893,025)| | (39,441,610) (55,893,025) (39,441,610)
- General (4,442,585)| | (3,255,254) - - (4,442,585) (3,255,254)
(4,442,585)  (3,255,254) (55,893,025) (39,441,610) (60,335,610) (42,696,864)
Advances - net of provision 703,268,035 614,553,755 12,668,696 12,805,081 715,936,731 627,358,836
2018 2017
Particulars of advances-gross e (Rupees in '000) -------
In local currency 579,185,614 443,712,686
In foreign currencies 197,086,727 226,343,014
776,272,341 670,055,700
Net Investment in finance lease
2018 2017
Not later Later than Not later Later than ]
one and More than one and More than five
than one ) " Total than one ) Total
upto five five years upto five years
year year
years years
(Rupees in '000)
Minimum lease payments - 108,634 - 108,634 - - - -
Financial charges for
future periods - (31,273) - (31,273) - - - -
Present value of minimum
lease payments - 77,361 - 77.361 - - - -

Advances include Rs. 68,561.721 million (December

non-performing status as detailed below:

Category of Classification

Domestic

Other Assets Especially Mentioned
Substandard

Doubtful

Loss

Overseas
Not past due but impaired
Overdue by:

Upto 90 days

91 to 180 days

181 to 365 days

> 365 days

Total

31, 2017: Rs. 52,246.691 million) which have been placed under

Particulars of provision against advances

Note
Opening balance
Impact on adoption of IFRS 9 5.1.2
Exchange adjustments
Charge / (reversals)
Charge for the year
Reversals 33
Amounts written off 10.5

Closing balance

2018 2017
Non- Non-
Performing Provision Performing Provision

Loans Loans

(Rupees in '000)
89,546 1,113 81,653 2,012
969,495 240,790 1,062,286 258,707
428,909 202,116 1,452,224 783,804
26,432,231 25,394,410 25,596,353 24,512,775
27,920,181 25,838,429 28,192,516 25,557,298
3,623,373 3,073,362 4,061,438 2,132,525
7,986,841 2,722,248 1,938,276 750,984
2,057,618 2,027,258 1,396,595 401,056
2,090,931 1,904,536 3,274,572 1,010,167
24,882,777 20,327,192 13,383,294 9,589,580
40,641,540 30,054,596 24,054,175 13,884,312
68,561,721 55,893,025 52,246,691 39,441,610

2018 2017
Specific General Total Specific General Total
(Rupees in '000)
39,441,610 3,255,254 42,696,864 38,066,024 3,128,774 41,194,798
- 1,272,272 1,272,272 - - -

4,669,656 753,690 5,423,346 544,930 (56,686) 488,244
| 14,490,257 ” 6,721 ” 14,496,978 ” 5,588,802 ” 183,166 5,771,968
(2,314,390) (845,352)| |__(3,159,742)| |__(3,944,846) - (3,944,846)
12,175,867 (838,631) 11,337,236 1,643,956 183,166 1,827,122
(394,108) - (394,108) (813,300) - (813,300)
55,893,025 4,442,585 60,335,610 39,441,610 3,255,254 42,696,864
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10.4.1

10.4.2

10.4.3

10.5

10.5.1

10.5.2

10.6

10.7

11.

General provision represents provision amounting to Rs. 303.132 million (December 31, 2017: Rs. 247.323 million) against
consumer finance portfolio as required by the Prudential Regulations issued by the SBP and Rs. 4,139.453 million
(December 31, 2017: Rs. 2,630.143 million) pertaining to overseas advances to meet the requirements of the regulatory
authorities of the respective countries in which the overseas branches operate and on account of adoption of IFRS 9, as
explained in note 5.1.2. General provision also includes Rs. Nil (December 31, 2017: Rs. 328.700 million) which is based
on regulatory instructions. Further, the Bank carries provision of Rs. Nil (December 31, 2017: Rs. 49.088 million) as a
matter of prudence based on management estimates.

The Bank has availed the benefit of Forced Sale Value (FSV) of certain mortgaged properties held as collateral against non-
performing advances as allowed under BSD Circular 1 of 2011. Had the benefit under the said circular not been taken by
the Bank, the specific provision against non-performing advances would have been higher by Rs. 20.009 million (December
31, 2017: Rs. 24.540 million). The FSV benefit availed is not available for the distribution of cash or stock dividend to
shareholders.

Particulars of provision against advances
2018 2017

Specific General Total Specific General Total
(Rupees in '000)

In local currency 25,749,531 303,132 26,052,663 25,185,167 296,411 25,481,578
In foreign currencies 30,143,494 4,139,453 34,282,947 14,256,443 2,958,843 17,215,286
55,893,025 4,442,585 60,335,610 39,441,610 3,255,254 42,696,864
Note 2018 2017
Particulars of write-offts e (Rupees in '000) -------
Against provisions 10.4 394,108 813,300
Directly charged to profit and loss account 76,056 92,992
470,164 906,292
Domestic
- Write-offs of Rs. 500,000 and above 10.6 14,851 607,829
- Write-offs of below Rs. 500,000 128,868 275,139
143,719 882,968
Overseas 326,445 23,324
470,164 906,292

Details of loan write-offs of Rs. 500,000 and above

In terms of sub-section (3) of Section 33A of the Banking Companies Ordinance, 1962, the statement in respect of written
off loans or any other financial relief of five hundred thousand rupees or above allowed to a person during the year ended
December 31, 2018 is given in annexure | to the unconsolidated financial statements (except in case of overseas branches
write-offs which is restricted by overseas regulatory authorities). This includes amounts charged off without prejudice to the
Bank's right to recovery.

Information related to Islamic financing and related assets is given in annexure Il and is an integral part of these
unconsolidated financial statements.

Note 2018 2017
FIXED ASSETS e (Rupees in '000) -------
Capital work-in-progress 1.1 944,233 4,410,426
Property and equipment 11.2 44,854,866 40,797,947

45,799,099 45,208,373

Capital work-in-progress

Civil works 585,087 3,662,319
Equipment 359,146 748,107
944,233 4,410,426
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11.2 Property and Equipment

At January 1, 2018
Cost / Revalued amount
Accumulated depreciation
Net book value

Year ended December 2018
Opening net book value

Additions

Movement in surplus during the year
Disposals

Depreciation charge

Exchange rate adjustments

Closing net book value

At December 31,2018
Cost / Revalued amount
Accumulated depreciation
Net book value

Rate of depreciation (percentage)

At January 1, 2017
Cost / Revalued amount
Accumulated depreciation
Net book value

Year ended December 2017

Opening net book value

Additions

Movement in surplus on assets
revalued during the year

Net Disposals (Book Value)

Depreciation charge

Net Exchange rate adjustments

Closing net book value

At December 31, 2017
Cost / Revalued amount
Accumulated depreciation
Net book value

Rate of depreciation (percentage)

Revaluation of properties

2018
Building on | Building on | Leasehold Electrical,
Freehold | Leasehold g 9 Furniture | office and )
Freehold | Leasehold | Improve- ) Vehicles Total
land land and fixture | computer
land land ments )
equipment
Bl (3 {11 J-T- [ 111 I
6,433,625 21,883,262 747940 5,710,714 3,976,660 1,784,844 11,266,534 482,623 52,286,202
- (1,410) - (4,734) (2,364,485) (1,089,944) (7,757,644)  (270,038) (11,488,255)
6,433,625 21,881,852 747,940 5705980 1,612,175 694,900 3,508,890 212,585 40,797,947
6,433,625 21,881,852 747940 5705980 1,612,175 694,900 3,508,890 212,585 40,797,947
- 244774 2,042,243 1,246,377 743,162 363,888 2,076,798 68,484 6,785,726
- (348,300) - (15,849) - - - - (364,149)
- (12,800) - (439) (20,742) (9,565) (11,344) (28,281) (83,171)
- - (75,689)  (230,898) (359,322)  (151,732) (1,479,120) (64,669) (2,361,430)
- 58 - 2,054 21,493 3,257 49,573 3,508 79,943
6,433,625 21,765,584 2,714,494 6,707,225 1,996,766 900,748 4,144,797 191,627 44,854,866
6,433,625 21,767,359 2,790,183 6,944,070 4,811,411 2,078,963 13,142,926 453,509 58,422,046
- (1,775) (75,689)  (236,845) (2,814,645) (1,178,215) (8,998,129)  (261,882) (13,567,180)
6,433,625 21,765,584 2,714,494 6,707,225 1,996,766 900,748 4,144,797 191,627 44,854,866
- - 5 25-5 10-20 10-25 10-33.33 20-25
2017
Building on | Building on | Leasehold Electrical,
Freehold | Leasehold 9 9 Furniture | office and .
Freehold | Leasehold | Improve- ) Vehicles Total
land land and fixture | computer
land land ments .
equipment
B el ({11 J--L N [ 111 IR
5,025,317 16,240,938 862,552 4,865,948 3,323,255 1,558,198 10,644,148 540,563 43,060,919
- (1,337) (86,146)  (146,370) (2,014,261) (1,013,634) (7,818,559)  (300,700) (11,381,007)
5,025,317 16,239,601 776,406 4,719,578 1,308,994 544,564 2,825,589 239,863 31,679,912
5,025,317 16,239,601 776,406 4,719,578 1,308,994 544564 2,825,589 239,863 31,679,912
- 1,302,649 - 580,770 640,896 281,676 1,932,760 45910 4,784,661
1,408,308 4,353,002 14,661 590,178 - - - - 6,366,149
- (13,413) - - (1,860) (393) (3,119) (4,291) (23,076)
- - (43,128)  (184,970)  (338,896)  (134,120) (1,263,895) (69,196)  (2,034,205)
- 13 - 424 3,041 3,173 17,555 299 24,505
6,433,625 21,881,852 747,940 5705980 1,612,175 694,900 3,508,890 212,585 40,797,947
6,433,625 21,883,262 747940 5,710,714 3,976,660 1,784,844 11,266,534 482,623 52,286,202
- (1,410) - (4,734) (2,364,485) (1,089,944) (7,757,644)  (270,038) (11,488,255)
6,433,625 21,881,852 747,940 5705980 1,612,175 694,900 3,508,890 212,585 40,797,947
- - 5 25-5 10-20 10-25 10-33.33 20-25 -

The properties of the Bank were last revalued by independent professional valuers as at December 31, 2017. The
revaluation was carried out by M/s. Engineering Pakistan Int'l (Pvt) Ltd., M/s. M. J. Surveyors (Pvt) Ltd., M/s Harvestor
Services (Pvt) Ltd., and M/s Igbal A. Nanjee & Co. (Pvt) Ltd. on the basis of professional assessment of present market
values which resulted in an increase in surplus by Rs. 6,366.149 million. The total surplus arising against revaluation of fixed
assets as at December 31, 2018 amounts to Rs. 26,218.945 million. Had there been no revaluation, the carrying amount of
the revalued assets at December 31 would have been as follows:
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12

121

12.2

13.

Freehold land

Leasehold land

Buildings on freehold land
Buildings on leasehold land

Carrying amount of temporarily idle property of the Bank

The cost of fully depreciated assets still in use

Furniture and fixtures

Electrical, office and computer equipment
Vehicles

Leasehold improvements

Details of disposal of operating fixed assets

2018

2017

------- (Rupees in '000) -----

745,657 745,657
3,318,680 3,187,670
2,118,567 171,269
5,219,079 4,240,426
82,420 62,572
474,846 404,536
5,035,350 4,664,786
84,903 84,442
950,409 558,445
6,545,508 5,712,209

The information relating to operating fixed assets disposed off during the year is given in annexure Il and is an integral part

of these unconsolidated financial statements.

INTANGIBLE ASSETS

Capital work-in-progress
Intangible assets

At January 1

Cost

Accumulated amortisation and impairment
Net book value

Year ended December
Opening net book value
Additions
Disposals

Amortisation charge
Exchange rate adjustments
Closing net book value

At December 31

Cost

Accumulated amortisation and impairment
Net book value

Rate of amortisation (percentage)

Useful life (in years)

The cost of fully amortised assets still in use
Software

DEFERRED TAX ASSETS / (LIABILITIES)

Deferred tax assets / (liabilities)
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2018

2017

------- (Rupees in '000) -----

211,160 10,074
1,545,873 986,117
1,757,033 996,191
3,889,095 4,011,668
(2,902,978) (3,034,492)
986,117 977,176
986,117 977,176
1,029,876 387,043
(38,370) (18)
(486,876) (373,007)
55,126 (5,077)
1,545,873 986,117
5,015,073 3,889,095
(3,469,200) (2,902,978)
1,545,873 986,117
10-33.33 10-33.33
3-10 3-10
Note 2018 2017

------- (Rupees in '000) -----

1,669,964

1,606,098

13.1 7,807,084

(2,611,941)
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14,

Movement in temporary differences during the year

2018

Recognized in

At January 1, 2018 profit and loss Recognised in OCI At Deczeor::er 3,
account
(Rupees in '000)
Deductible temporary differences on
- Tax losses carried forward 115,854 (115,854) - -
- Post retirement employee benefits 337,102 125,373 209,815 672,290
- Provision against advances, off balance sheet etc. 1,107,929 1,184,320 - 2,292,249
- Surplus on revaluation of investment (3,353,961) - 8,234,048 4,880,087
- Others 643,024 181,519 779,311 1,603,854
(1,150,052) 1,375,358 9,223,174 9,448,480
Taxable temporary differences on
- Surplus on revaluation of fixed assets / non-banking assets (772,183) - 37,876 (734,307)
- Accelerated tax depreciation (689,706) (217,383) - (907,089)
(1,461,889) (217,383) 37,876 (1,641,396)
(2,611,941) 1,157,975 9,261,050 7,807,084
2017
Recognized in
At January 1, 2017 profit and loss Recognisedinocl At D“;OT;’“ 3,
account
(Rupees in '000)
Deductible temporary differences on
- Tax losses carried forward - 115,854 - 115,854
- Post retirement employee benefits 345,077 (7,975) - 337,102
- Provision against advances, off balance sheet etc. 2,261,466 (1,153,537) - 1,107,929
- Others 2,007,351 (1,240,859) (123,468) 643,024
4,613,894 (2,286,517) (123,468) 2,203,909
Taxable Temporary Differences on
- Surplus on revaluation of fixed assets / non-banking assets (582,889) 27,228 (216,522) (772,183)
- Surplus on revaluation of investment (8,152,824) - 4,798,863 (3,353,961)
- Accelerated tax depreciation (569,725) (119,981) - (689,706)
(9,305,438) (92,753) 4,582,341 (4,815,850)
(4,691,544) (2,379,270) 4,458,873 (2,611,941)
Note 2018 2017
Restated
OTHER ASSETS e (Rupees in '000) -------
Income / mark-up accrued in local currency - net of provision 22,186,193 22,795,970
Income / mark-up accrued in foreign currency - net of provision 4,292,424 3,181,113
26,478,617 25,977,083
Advance taxation - net of provision for taxation 141 24,824,271 18,151,744
Receivable from staff retirement fund 321,349 632,808
Receivable from other banks against telegraphic transfers and demand drafts 88,354 270,941
Unrealized gain on forward foreign exchange contracts 5,114,010 2,336,596
Rebate receivable - net 1,055,900 529,870
Unrealized gain on derivative financial instruments 5,868 76,884
Suspense accounts 607,698 488,272
Stationery and stamps on hand 98,828 100,024
Non-banking assets acquired in satisfaction of claims 1,369,282 1,447,551
Advances, deposits, advance rent and other prepayments 1,320,756 1,156,901
Acceptances 51.3 28,157,111 25,670,558
Others 2,640,158 3,847,048
92,082,202 80,686,280
Provision held against other assets 14.4 (1,086,072) (1,252,193)
Other assets - net of provisions 90,996,130 79,434,087
Surplus on revaluation of non-banking assets acquired in
satisfaction of claims 22.2 173,141 183,405
Other assets - total 91,169,271 79,617,492
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14.2

14.2.1

14.2.2

The Income Tax returns of the Bank have been filed up to the tax year 2018 (accounting year ended December 31, 2017)
and were deemed to be assessed under section 120 of the Income Tax Ordinance, 2001 (Ordinance) unless amended by
the Commissioner of Inland Revenue.

The income tax authorities have issued amended assessment orders for the tax years 2003 to 2018, and created additional
tax demands (including disallowances of provisions made prior to Seventh Schedule) of Rs.13,119 million (2017:
Rs.12,928 million), which have been fully paid as required under the law. The Bank has filed appeals before the various
appellate forums against these amendments. Where the appellate authorities have allowed relief on certain issues, the
assessing authorities have filed appeals before higher appellate forums. Where the appellate authorities have not allowed
relief the Bank has filed appeals before higher appellate forums. The management of the Bank is confident that the appeals
will be decided in favour of the Bank.

The tax returns for Azad Kashmir (AK) and Gilgit Baltistan (GB) Branches have been filed upto the tax year 2018 (financial
year 2017) under the provisions of section 120(1) read with section 114 of the Ordinance and in compliance with the terms
of the agreement between banks and the Azad Kashmir Council in May 2005. The returns filed are considered as deemed
assessment orders under the law.

The tax authorities have also carried out monitoring for Federal Excise Duty, Sales tax and withholding taxes covering
period from year ended 2007 to 2017. Consequently, various addbacks and demands were raised creating a total demand
of Rs. 995 million (2017: Rs. 919 million). The Bank has filed appeals against all such demands and is confident that these
would be decided in the favour of the Bank.

The tax returns for UAE, Yemen and Qatar branches have been filed upto the year ended December 31, 2017 and for USA
branch upto the year ended December 31, 2016 under the provisions of the laws prevailing in the respective countries, and
are deemed as assessed unless opened for reassessment.

The Bank has received corrective tax assessment of QAR 1 M (Rs: 38.138 million) from the General tax Authority (GTA) in
respect of tax year 2004 with no supporting calculations from GTA. Management has requested details for 2004
assessment from GTA, however to date no response has been received. Management is confident that the matters will be
decided in favour of the Bank and the possibility of any outcome against it is remote.

2018 2017
------- (Rupees in '000) -------

Market value of Non-banking assets acquired in satisfaction of claims 1,542,423 1,630,956

The valuation of non-banking assets acquired in satisfaction of the claims were carried out by Joseph Lobo, M.J. Surveyors
(Private) Limited and Engineering Pakistan (Private) Limited from among the approved list of valuer of Pakistan Banker’'s
Association as at August 2018.

2018 2017
------- (Rupees in '000) -------
Non-banking assets acquired in satisfaction of claims

Opening balance 1,630,956 2,343,457
Additions 316,320 57,600
Transfer to fixed assets - (740,760)
Revaluation 49,604 (33,752)
Disposals (454,457) -
Exchange impact - 4,411
Closing balance 1,542,423 1,630,956
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14.4

14.4.1

15.

16.

17.

171

Gain on disposal of Non-banking assets
acquired in satisfaction of claims

Disposal proceeds
Less:

- Cost
- Impairment

Net gain

Provision held against other assets

Advances, deposits, advance rent and other prepayments
Non-banking assets acquired in satisfaction of claims
Fraud and forgery

Movement of provision held against other assets

Opening balance
Exchange adjustments

Charge / (reversals)
Charge for the year
Reversals

Transfers in - net

Amounts written off
Closing balance

CONTINGENT ASSETS

There were no contingent assets as at the statement of financial position date.

BILLS PAYABLE

In Pakistan
Outside Pakistan

BORROWINGS
Particulars of borrowings

In local currency
In foreign currencies

2018

2017

------- (Rupees in '000) -------

461,885 -
512,993 -
(88,509) -
424,484 -
37,401 -
571,597 695,685
104,512 104,512
409,963 451,996
1,086,072 1,252,193
1,252,193 1,179,861
2,112 204
169,957 110,799
(163,434) (48,725)
6,523 62,074
15,892 38,647
(190,648) (28,593)
1,086,072 1,252,193
2018 2017
Restated

------- (Rupees in '000) -------

26,724,282 29,427,939
524,854 419,804

27,249,136 29,847,743
2018 2017

------- (Rupees in '000) -------

237,784,864 489,038,459
30,339,169 23,612,006
268,124,033 512,650,465
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17.2

17.3

17.4

17.5

17.6

17.7

17.8

Note 2018 2017
------- (Rupees in '000) -------
Details of borrowings
Secured
Borrowings from the State Bank of Pakistan under:
Export refinance scheme 17.3 28,120,012 19,375,930
Refinance facility for modernization of SME 17.4 11,204 10,250
Long term financing facility 17.5 21,871,486 17,312,481
50,002,702 36,698,661
Repurchase agreement borrowings 17.6 131,492,844 450,489,798
Bai Muaijjal payable to other financial institutions 49,878,076 -
231,373,622 487,188,459
Unsecured
Call borrowings 17.7 18,850,439 9,713,596
Overdrawn nostro accounts 1,836,701 1,196,470
Money market deals 17.8 16,063,271 14,551,940
36,750,411 25,462,006
268,124,033 512,650,465

The Bank has entered into an agreement with the SBP for extending export finance to customers. As per the terms of the
agreement, the Bank has granted the SBP the right to recover the outstanding amounts from the Bank at the date of
maturity of the finances by directly debiting the Bank's current account maintained with the SBP. These borrowings are
repayable within six months, latest by June 2019. These carry mark-up at rates ranging from 1.00% to 2.00% per annum
(2017: 1.00% to 2.00% per annum).

These borrowings have been obtained from the SBP under a scheme to finance modernization of Small and Medium
Enterprises by providing financing facilities for setting up of new units, purchase of new plant and machinery for Balancing,
Modernization and Replacement (BMR) of existing units and financing for import / local purchase of new generators upto a
maximum capacity of 500 KVA. These borrowings are repayable latest by February 2021 and carry mark-up at rates
ranging from 2.00% to 6.25% per annum (2017: 6.25% per annum).

These borrowings have been obtained from the SBP for providing financing facilities to exporters for adoption of new
technologies and modernization of their plant and machinery. These borrowings are repayable latest by January 2029.
These carry mark-up at rates ranging from 2.00% to 9.70% (2017: 2.00% to 9.70% per annum).

These repurchase agreement borrowings are secured against Pakistan Investment Bonds, Treasury Bills, Government of
Pakistan Eurobonds, Foreign Bonds Sovereign and Foreign Bonds Others and carry mark-up at rates ranging from 3.27%
to 10.35% per annum (2017: 5.75% to 5.85% per annum). These borrowings are repayable latest by February 2019. The
market value of securities given as collateral against these borrowings is given in note 9.2.1.

These are unsecured borrowings carrying mark-up at rates ranging from 2.0% to 10.25% per annum (2017: 0.1% to 5.8%
per annum), and are repayable latest by March 2019.

These borrowings carry mark-up at rates ranging from 3.25% to 4.64% per annum (2017: 2.57% to 4.80% per annum), and
are repayable latest by June 2019.
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18.

18.1

19

DEPOSITS AND OTHER ACCOUNTS

Customers

Fixed deposits

Savings deposits

Sundry deposits

Margin deposits

Current accounts - remunerative
Current accounts - non-remunerative

Financial Institutions
Current deposits

Savings deposits
Term deposits

Composition of deposits

- Individuals

- Government (Federal and Provincial)

- Public Sector Entities
- Banking Companies

- Non-Banking Financial Institutions

- Private Sector

2018 2017
In Local In Forelgn Total In Local In Forelgn Total
Currency Currencies Currency Currencies
Restated
(Rupees in '000)
126,191,096 172,243,714 298,434,810 132,020,685 186,594,343 318,615,028
393,093,910 42,398,195 435,492,105 354,681,133 30,745,687 385,426,820
11,768,321 990,212 12,758,533 11,895,126 1,106,721 13,001,847
2,962,920 3,378,441 6,341,361 2,491,467 2,997,402 5,488,869
965,509 6,200,072 7,165,581 1,335,274 4,555,113 5,890,387
449,939,963 88,903,450 538,843,413 396,153,734 74,930,927 471,084,661
984,921,719 314,114,084 1,299,035,803 898,577,419 300,930,193 1,199,507,612
21,804,360 936,185 22,740,545 10,951,716 5,526,205 16,477,921
30,509,483 - 30,509,483 44,373,428 - 44,373,428
12,065,814 1,708,403 13,774,217 12,421,333 7,530 12,428,863
64,379,657 2,644,588 67,024,245 67,746,477 5,533,735 73,280,212
1,049,301,376 316,758,672 1,366,060,048 966,323,896 306,463,928 1,272,787,824
2018 2017

------- (Rupees in '000) -----

778,733,724 792,868,836
54,177,500 44,381,555
74,367,728 80,907,210
13,552,439 15,885,726
53,471,806 57,394,486

391,756,851 281,350,011

1,366,060,048 1,272,787,824

This includes deposits eligible to be covered under insurance arrangements in accordance with DPC Circular No. 04 dated
June 22, 2018 amounting to Rs 813,924.260 million (2017: Rs 718,356.599 million).

SUBORDINATED DEBTS

The Bank is in the process of issuing fully paid-up, rated, listed, perpetual, unsecured, subordinated, non-cumulative and
contingent convertible debt instruments in the nature of Term Finance Certificates (TFCs) under Section 66 of the
Companies Act, 2017 which qualify as Additional Tier | Capital as outlined by State Bank of Pakistan (SBP) under BPRD
Circular No. 6 dated August 15, 2013.

During 2018, the Bank completed the Pre-IPO with subscription amounting to Rs. 9,000 million. In January 2019, the Bank

proceeded with the initial
million.

public offering amounting to Rs. 1,000 million, thus closing the total issue size of Rs. 10,000

Salient features of the ADT 1 issue are as follows:-

Up to Rs. 7,000 million with an upsize option / green shoe option of an additional Rs. 3,000 million aggregating to

Issue Size Rs. 10,000 million

Rating “AA+” (Double A Plus) by JCR-VIS Credit Rating Company Limited

Tenor Perpetual (i.e. no fixed or final redemption date)

Security The TFCs shall be unsecured and subordinated to all other indebtedness of the Bank, including depositors and

general creditors. However, they shall rank senior to the claims of ordinary shareholders.

Mark-up rate

The TFCs shall carry mark-up at the rate of 3 Month KIBOR + 1.55%.

Mark-up payment frequency

Profit / Mark-up shall be payable quarterly in arrears, on a non-cumulative basis

Call option

The Bank may, at its sole discretion, call the TFCs, at any time after five years from the Issue Date subject to the
prior approval of the SBP

Lock-in clause

Mark-up on the TFCs shall only be paid from the current year's earnings and if the Bank is fully compliant with
SBP’s Minimum Capital Requirement (MCR), Capital Adequacy Ratio (CAR) and Liquidity Ratio (LR) requirements

Loss absorbency clause

The TFCs shall, at the discretion of the SBP, be either permanently converted into ordinary shares or permanently
written off (partially or in full) pursuant to the loss absorbency clause as stipulated in the “Instructions for Basel IlI
Implementation in Pakistan” issued vide BPRD Circular No. 6 dated August 15, 2013.
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201

20.2

21

21.2

21.3

Note 2018 2017
Restated
OTHER LIABILITIES e (Rupees in '000) -------
Mark-up / return / interest payable in local currency 12,345,658 12,542,134
Mark-up / return / interest payable in foreign currencies 2,368,783 1,763,565
14,714,441 14,305,699
Accrued expenses 4,105,975 4,274,091
Branch adjustment account 848,267 903,256
Deferred income 617,099 636,710
Unearned commission and income on bills discounted 1,168,936 1,461,167
Provision against off - balance sheet obligations 20.1 833,397 65,982
Unrealized loss on forward foreign exchange contracts 3,485,261 862,899
Trading liability 3,750,654 -
Payable to staff retirement fund 962,984 17,251
Deferred liabilities 20.2 3,685,997 3,380,920
Unrealized loss on derivative financial instruments 82,047 3,176
Workers' Welfare Fund payable 3,095,285 2,576,660
Insurance payable against consumer assets 410,466 331,840
Dividend payable 521,612 631,030
Acceptances 28,157,111 25,670,558
Charity fund balance 2,597 120,939
Others 1,453,852 486,736
67,895,981 55,728,914
Provision against off-balance sheet obligations
Opening balance 65,982 676,021
Impact on adoption of IFRS 9 5.1.2 211,244 -
Exchange adjustments 92,871 (10,942)
Charge for the year 463,300 -
Reversals - (599,097)
33 463,300 (599,097)
Closing balance 833,397 65,982
Deferred liabilities
Provision for post retirement medical benefits 39.5 1,821,847 1,463,703
Provision for compensated absences 1,166,399 1,225,727
Deferred liability for outsourced services 207,963 169,466
Deferred liability - overseas 489,788 522,024
3,685,997 3,380,920
SHARE CAPITAL
Authorized Capital
2018 2017 2018 2017
(Number of shares) e (Rupees in '000) -------
2,000,000,000 2,000,000,000 Ordinary shares of Rs. 10 each 20,000,000 20,000,000
Issued, subscribed and paid-up capital
2018 2017 2018 2017
(Number of shares) e (Rupees in '000) -------
Fully paid-up ordinary shares of Rs. 10 each
518,000,000 518,000,000 Issued for cash 5,180,000 5,180,000
706,179,687 706,179,687 Issued as bonus shares 7,061,798 7,061,798
1,224,179,687  1,224,179,687 12,241,798 12,241,798

In 2007, the Bank was admitted to the official list of the UK Listing Authority and to the London Stock Exchange
Professional Securities Market for trading of Global Depository Receipts (GDRs), each representing four ordinary shares
issued by the Bank. The GDRs constitute an offering in the United States only to qualified institutional buyers in reliance
on Rule 144A under the U.S Securities Act of 1933 and an offering outside the United States in reliance on Regulation S.
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21.5

22.

221

Holders of GDRs are entitled, subject to the provisions of the depository agreement, to receive dividends, if any, and rank
pari passu with other equity shareholders in respect of such entittlement. However, the holders of GDRs have no voting
rights or other direct rights of shareholders with respect to the ordinary shares underlying such GDRs. Subject to the terms
and restrictions set out in the offering circular dated June 25, 2007, the deposited ordinary shares in respect of which the
GDRs were issued may be withdrawn by the GDR holders from the depository facility. Upon withdrawal, the holders will
rank pari passu with other ordinary shareholders in respect of voting powers. As at December 31, 2018, 248,067 (2017:

1,318,827) GDRs, representing 992,266 (2017: 5,275,310) shares were in issue.

Major shareholders (holding more than 5% of total paid-up capital)

2017

2018
Number of Percentage of
Name of shareholder shares held shareholding
Bestway (Holdings) Limited 631,728,895 51.60%
Bestway Cement Limited 93,649,744 7.65%

Number of
shares held

631,728,895
93,649,744

Percentage of
shareholding

51.60%
7.65%

As at December 31, 2018, Bestway Group (Bestway) held 61.46% (2017: 61.46%) shareholding (including GDRs) of the

Bank.

Shares of the Bank held by its associates

UBL Asset Allocation Fund
UBL Stock Advantage Fund

Note
SURPLUS ON REVALUATION OF ASSETS
Surplus / (deficit) arising on revaluation of assets
Fixed assets 221
Available for sale securities 9.1
Non-banking assets acquired in satisfaction of claims 22.2
Less: Deferred tax liability / (asset) on revaluation of:
Fixed assets 221
Available for sale securities
Non-banking assets acquired in satisfaction of claims 22.2

Surplus on revaluation of fixed assets

Surplus on revaluation of fixed assets as at January 1

(Reversal of revaluation) / revaluation against fixed assets during the year
Exchange adjustments
Transferred to unappropriated profit in respect of incremental
depreciation charged during the year - net of deferred tax
Related deferred tax liability on incremental depreciation charged
during the year

Less: Related deferred tax liability on
Revaluation as at January 1
(Reversal of revaluation) / revaluation against fixed assets during the year
Exchange adjustments
Incremental depreciation charged on related assets

2018

2017

------- (Number of shares) -------

225,900
1,645,800

1,871,700

2018

2017
Restated

------- (Rupees in '000) -------

26,218,945 26,665,960
(13,950,800) 9,582,745
173,141 183,405
12,441,286 36,432,110
667,022 701,306
(4,880,087) 3,353,961
67,285 70,877
(4,145,780) 4,126,144
16,587,066 32,305,966
26,665,960 20,116,356
(364,149) 6,627,435
3,989 (37)
(56,456) (50,566)
(30,399) (27,228)
(447,015) 6,549,604
26,218,945 26,665,960
701,306 523,438
(5,548) 205,109
1,663 (13)
(30,399) (27,228)
667,022 701,306
25,551,923 25,064,654
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22.2

23.

231

23.2

23.21

23.2.2

23.23

Surplus on revaluation of non-banking assets

Surplus on revaluation of non-banking assets as at January 1

Revaluation of non-banking assets during the year
Reversal on disposal / transfer of non-banking assets

Less: Related deferred tax liability on
Revaluation as at January 1
Revaluation of non-banking assets during the year
Reversal on disposal of non-banking assets

Note
CONTINGENCIES AND COMMITMENTS
Guarantees 23.1
Commitments 23.2
Other contingent liabilities 23.3
Guarantees:
Financial guarantees
Performance guarantees
Others guarantees
Commitments:
Documentary credits and short-term trade-related transactions
- letters of credit
Commitments in respect of:
- forward foreign exchange contracts 23.2.2
- forward government securities transactions 23.2.3
- derivatives 23.24
Interest rate swaps
FX options

- forward lending 23.2.5
Commitments for acquisition of:

- operating fixed assets 23.2.6

Commitments to extend credit

2018 2017
Restated
------- (Rupees in '000) -------
183,405 169,861
28,611 32,647
(38,875) (19,103)
(10,264) 13,544
173,141 183,405
70,877 59,451
10,014 11,426
(13,606) -
67,285 70,877
105,856 112,528
2018 2017
------- (Rupees in '000) -------
202,634,998 215,451,657
900,687,906 714,336,903
15,576,591 19,561,817
1,118,899,495 949,350,377
32,658,652 21,856,011
160,269,664 173,555,612
9,706,682 20,040,034
202,634,998 215,451,657
167,201,689 160,714,926
583,708,769 391,051,659
15,946,089 7,872,368
1,674,764 4,358,641
1,159,752 166,736
129,068,240 148,184,595
1,928,603 1,987,978
900,687,906 714,336,903

The Bank makes commitments to extend credit in the normal course of its business but these being revocable
commitments do not attract any significant penalty or expense if the facility is unilaterally withdrawn.

Commitments in respect of forward foreign exchange contracts
Purchase

Sale

Commitments in respect of forward government securities transactions

Purchase

Sale
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23.24

23.2.5

23.2.5.1

23.2.6

23.3

23.31

23.3.2

23.3.3

23.3.4

24,

Note 2018 2017
------- (Rupees in '000) -------
Commitments in respect of derivatives

Interest rate swaps 1,674,764 4,358,641
FX options - purchased 579,876 83,368
FX options - sold 579,876 83,368

Commitments in respect of forward lending

Undrawn formal standby facilities, credit lines and

other commitments to lend 23.2.51 65,695,154 60,533,842
Others 63,373,086 87,650,753
129,068,240 148,184,595

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

2018 2017
------- (Rupees in '000) -------

Commitments in respect of capital expenditure 1,928,603 1,987,978

Other contingencies

Claims against the Bank not acknowledged as debts 11,519,002 15,504,228

These mainly represent counter claims filed by the borrowers for restricting the Bank from disposal of assets (such as
mortgaged / pledged assets kept as security).

Based on legal advice and / or internal assessments, management is confident that the matters will be decided in the
Bank's favour and the possibility of any outcome against the Bank is remote and accordingly no provision has been made
in these financial statements.

Penalties amounting to Rs. 4.058 billion have been levied by the FE Adjudication Court of the State Bank of Pakistan
relating to alleged contraventions of the requirements of foreign exchange regulations with respect to issuance and
certification of E-Forms by the Bank to certain customers (exporters) who failed to submit the export documents there
against. Consequently, foreign exchange on account of export proceeds have not been repatriated. The Bank maintains
that it fully discharged its liability, in accordance with the law and has filed a civil suit in the High Court of Sindh
challenging the levy of the penalty. The High Court has granted a stay on action being taken against the Bank. The
management, based on the advice from legal counsel, is confident that the view of the Bank will prevail and the Bank will
not be exposed to any loss on this account.

For contingencies relating to taxation, refer note 14.1.

For matter relating to New York branch, refer note 48.

DERIVATIVE INSTRUMENTS

Derivatives are a type of financial contract, the value of which is determined by reference to one or more underlying
assets or indices. The major categories of such contracts include forwards, futures, swaps and options. Derivatives also
include structured financial products that have one or more of the characteristics of forwards, futures, swaps and options.
The Bank, as an Authorized Derivative Dealer (ADD), is an active participant in the Pakistan derivatives market and offers
a wide variety of derivatives products covering both hedging and market making to satisfy customers’ needs. Where

required, specific approval is sought from the SBP for each transaction.

The authority for approving policies lies with the Board of Directors (BoD) and the Board Risk and Compliance Committee
(BRCC). The Risk Management Committee (RMC) is responsible for ensuring compliance with these policies.
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With regard to derivatives, the RMC is authorized to:

- Review the derivatives business with reference to market risk exposure and assign various limits in accordance with
the risk appetite of the Bank.

- Review the Derivatives Business Policy and recommend approval to the BRCC / BoD.
- Review and approve derivatives product programs.
- Authorize changes in procedures and processes regarding derivatives and structured products.

Overall responsibility for derivatives trading activity lies with the Treasury and Capital Markets Group. Measurement and
monitoring of market and credit risk exposure and limits and its reporting to senior management and the BoD is done by
Treasury Middle Office (TMO), which also coordinates with the business regarding approvals for derivatives risk limits.
Treasury Operations records derivatives activity in the Bank’s books, and handles its reporting to the SBP.

Derivatives risk management
There are a number of risks undertaken by the Bank, which need to be monitored and assessed.
Credit risk

Credit risk refers to the risk of non-performance or default by a party to a derivatives transaction, resulting in an adverse
impact on the Bank’s profitability. Credit risk associated with derivatives transactions is categorized into settlement risk
and pre-settlement risk. Credit proposals for derivatives transactions are approved by the Credit Committee. The credit
exposure of each counterparty is estimated and monitored against approved counterparty limits by TMO on a daily basis.

Market risk

The Bank, as a policy, hedges back-to-back all options transactions. In addition, the Bank does not carry any exchange
risk on its Cross Currency Swaps portfolio as it hedges the exposure in the interbank market. To manage the interest rate
risk of Interest Rate Derivatives, the Bank has implemented various limits which are monitored and reported by TMO on a
daily basis.

Liquidity risk
Derivatives transactions, usually being non-funded in nature, do not carry a specific funding liquidity risk.

The liquidity risk arises from the fact that in Pakistan, interest rate derivatives generally have a uni-directional demand,
and no perfect hedge is available. The Bank mitigates its risk by limiting the portfolio in terms of tenor, notional and
sensitivity limits, and can also hedge its risk by taking on and off balance sheet positions in the interbank market, where
available.

Operational risk

The staff involved in the trading, settlement and risk management of derivatives is carefully trained to deal with the
complexities involved in the process. Adequate systems and controls are in place to carry out derivatives transactions
smoothly. Each transaction is processed in accordance with the product program or a transaction memo, which contains
detailed guidance on the accounting and operational aspects of the transaction to further mitigate operational risk. In
addition, TMO and the Compliance and Control Department are assigned the responsibility of monitoring any deviation
from policies and procedures. The Bank’s Audit and Inspection Group also reviews this function, with a regular review of
systems, transactional processes, accounting practices and end-user roles and responsibilities.

The Bank uses FX and Derivatives module of Treasury System which provides an end-to-end valuation solution, supports
the routine transactional process and provides analytical tools to measure various risk exposures, carry out stress tests
and sensitivity analysis.

TMO produces various reports on a periodic basis which are reviewed by senior management. These reports provide
details of the derivatives business profile such as outstanding positions, profitability, risk exposures and the status of

compliance with limits.
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241 Product analysis

2018
Counterparties Forward purchase Forward sale contracts
Interest rate swaps FX options contracts of government of government Total
securities securities
Mark to Mark fo Mark fo Mark to Mark to
Notional Market Notional Market Notional Market Notional Market Notional Market
principal Gain/ principal Gain/ principal Gain/ principal Gain/ principal Gain/
(Loss) (Loss) (Loss) (Loss) (Loss)
(Rupees in '000)
With banks for
Hedging 179,132 1,170 579,876 - - - - - 759,008 1,170
Market making 316,500 (16,000) - - 3,809,653 (58,123) - - 4,126,153 (74,123)
495,632 (14,830) 579,876 - 3,809,653 (58,123) - - 4,885,161 (72,953)
With Fis other than Banks
Hedging - - - f
Market making - - - - - - 2,326,880 (672)]| 2,326,880 (672)
- - - - 2,326,880 (672) 2,326,880 (672)
With other entities
Hedging - - - - - - - - - -
Market making 1,179,132 (7,252)|| 579,876 - 9,809,556 4,698 - - 11,568,564 (2,554)
1,179,132 (7,252) 579,876 - 9,809,556 4,698 - - 11,568,564 (2,554)
Total
Hedging 179,132 1,170 579,876 - - - - 759,008 1,170
Market making 1,495,632 (23,252)[| 579,876 - 13,619,209 (53,425)] | 2,326,880 (672)]| 18,021,597 (77,349)
1,674,764 (22,082) 1,159,752 - 13,619,209 (53,425) 2,326,880 (672) 18,780,605 (76,179)
2017
Counterparties Forward purchase Forward sale contracts
Interest rate swaps FX options contracts of government of government Total
securities securities
Mark to Mark to Mark to Mark to Mark to
Notional Market Notional Market Notional Market Notional Market Notional Market
principal Gain/ principal Gain/ principal Gain/ principal Gain / principal Gain/
(Loss) (Loss) (Loss) (Loss) (Loss)
(Rupees in '000)
With banks for
Hedging 413,071 2,597 83,368 - - - - 496,439 2,597
Market making 316,499 5,432 - - 7,870,890 (1,155) 1,478 (2)]| 8,188,867 4,275
729,570 8,029 83,368 - 7,870,890 (1,155) 1,478 (2) 8,685,306 6,872
With Fls other than Banks
Hedging - - - - - - - - -
Market making - - - - - - -
With other entities
Hedging - - - - - - -
Market making 3,629,071 66,836 83,368 - - - - - 3,712,439 66,836
3,629,071 66,836 83,368 - - - - - 3,712,439 66,836
Total
Hedging 413,071 2,597 83,368 - - - - 496,439 2,597
Market making 3,945,570 72,268 83,368 - 7,870,890 (1,155) 1,478 (2)] 11,901,306 71,111
4,358,641 74,865 166,736 - 7,870,890 (1,155) 1,478 (2) 12,397,745 73,708
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24.2 Maturity analysis of derivatives

2018
Remaining maturity No. of contracts Notional Mark to Market
principal Negative Positive Net
(Rupees in '000)
Upto 1 month 24 6,534,882 (58,795) - (58,795)
1 to 3 months 35 10,460,026 - 4,698 4,698
3 to 6 months 7 1,469,197 (7,252) 1,170 (6,082)
6 months to 1 year - - - - -
1to 2 years 1 316,500 (16,000) - (16,000)
2to 3 Years - - - - -
67 18,780,605 (82,047) 5,868 (76,179)
2017
Remaining maturity No. of contracts Notional Mark to Market
principal Negative Positive Net
(Rupees in '000)
Upto 1 month 11 7,962,602 (3,176) 2,018 (1,157)
1 to 3 months 8 76,502 - - -
3 to 6 months 3 216,000 - 6,807 6,807
6 months to 1 year - - - - -
1to 2 years 3 3,826,141 - 62,626 62,626
2to 3 Years 1 316,500 - 5,432 5,432
26 12,397,745 (3,176) 76,883 73,708
Note 2018 2017
25. MARK-UP / RETURN /INTERESTEARNED cemeeew (Rupees in '000) -------
Loans and advances 45,899,206 33,413,547
Investments 63,890,253 71,456,834
Lendings to financial institutions 2,549,956 2,030,253
Balances with banks 858,884 305,186
113,198,299 107,205,820
26. MARK-UP / RETURN / INTEREST EXPENSED
On deposits 36,394,085 31,676,334
On borrowings 20,304,933 19,105,106
On subordinated debt 265,010 -
56,964,028 50,781,440
27. FEE AND COMMISSION INCOME
Branch banking customer fees 1,797,289 1,619,109
Consumer finance related fees 830,332 739,652
Card related fees (debit and credit cards) 1,621,106 1,278,625
Investment banking fees 776,778 720,237
Financial Institution rebate / commission 394,299 268,242
Corporate service charges / facility fee 588,696 861,551
Commission on trade 1,031,019 1,089,662
Commission on guarantees 742,833 804,280
Commission on cash management 739,476 636,371
Commission on remittances including home remittances - net 2,736,404 2,165,991
Commission on bancassurance 1,592,076 1,162,456
Commission on Benazir Income Support Program 569,417 750,582
Others 511,245 520,918
13,930,970 12,617,676
28. GAIN ON SECURITIES - NET
Realised 28.1 4,613,425 4,398,560
Unrealised - held for trading 8,524 2,292
4,621,949 4,400,852
28.1 Realised gain on:
Federal Government securities 4,072,041 3,631,305
Shares 405,396 209,673
Foreign securities 104,024 227,215
Associates 31,964 330,367
4,613,425 4,398,560
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29.

30.

OTHER INCOME

Charges recovered
Rent on properties

Gain on sale of operating fixed assets - net

Gain on sale of ljarah assets - net

Gain on disposal of non-banking assets - net

Gain on trading liabilities - net
OPERATING EXPENSES
Total compensation expense

Property expense

Rent and taxes
Insurance

Utilities cost

Security

Repair and maintenance
Depreciation

Others

Information technology expenses
Software maintenance

Hardware maintenance
Depreciation

Amortisation

Network charges

Other operating expenses

Directors' fees and allowances

Fees and allowances to Shariah Board
Legal and professional charges

Outsourced service costs including sales commission

Travelling and conveyance
Clearing charges
Depreciation others

Depreciation on Islamic financing against leased assets

Training and development

Postage and courier charges
Communication

Stationery and printing

Marketing, advertisement and publicity
Donations

Auditors' remuneration

Insurance (including deposit protection)
Cash transportation and sorting charges
Entertainment

Vehicle expenses

Subscription

Office running expenses

Banking service charges

Repairs and maintenance

Cartage, freight and conveyance

Zakat paid by overseas branch
Brokerage expenses

Miscellaneous expenses

Note

14.3

30.1

121

30.3
30.4

2018

2017

------- (Rupees in '000) -------

491,372 537,162
209,950 210,772
43,565 57,935
1,754 96
37,401 -
270,245 65,834
1,054,287 871,799
15,405,098 13,984,644
3,185,854 2,728,013
206,649 226,373
1,599,415 1,500,692
1,138,716 1,236,410
439,216 416,482
665,908 566,993
30,868 25,632
7,266,626 6,700,595
821,051 815,462
192,034 214,753
623,908 534,332
486,876 373,007
690,779 486,856
2,814,648 2,424,410
64,348 48,721
4,753 4,140
907,500 603,661
3,757,466 3,620,164
304,323 294,686
186,221 197,695
1,071,614 932,880
186,623 197,824
137,704 151,089
322,752 362,920
438,028 455,728
720,004 653,370
688,251 1,070,901
203,417 109,929
102,458 76,887
689,703 109,493
1,037,377 890,061
182,719 203,098
159,615 202,054
42,092 81,057
187,210 238,704
1,299,550 1,019,158
471,704 436,077
80,710 92,311
27,748 75,828
18,960 25,410
47,539 86,369
13,340,389 12,240,215
38,826,761 35,349,864
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30.1

30.2

30.3

30.3.1

30.4

This includes accrual of employee benefits in the form of awards / bonus to all permanent staff including the Chief
Executive Officer and is determined on the basis of employees' evaluation and the Bank's performance during the year.
The aggregate benefit determined in respect of all permanent staff amounted to Rs. 1,242.060 million (2017:

Rs.1,353.989 million).

Total cost for the year included in Other Operating Expenses relating to outsourced activities is Rs 3,909 million (2017: Rs
3,772 million). Out of this cost, Rs 3,424 million (2017: Rs 3,241 million) pertains to the payment to companies
incorporated in Pakistan and Rs 485 million (2017: Rs 531 million) pertains to payment to companies incorporated outside
Pakistan. This includes payments other than outsourced services costs, which are disclosed above. Details of major

outsourced services costs are as follows:

Name of service provider

Paradise Press (Private) Limited
Apex Printry (Private) Limited
Printlink

E-Access (Private) Limited

Details of donations
Donations individually exceeding Rs.0.5 million

Diamer Bhasha Dam Fund Contribution
Abdul Sattar Edhi Foundation

Shaukat Khanum Memorial Trust

Namal Educational Foundation

Memon Medical Institute Hospital

National University of Science

Lahore University of Management Sciences
Murshid Hospital & Healthcare Center
Shalamar Hospital

Forman Christian College

Hilal-e-Ahmer

Bahauddin Zakariya University

Education Trust

NFC Institute of Engineering & Technology

Type of service 2018
(Rupees in '000) -------

Pak Suzuki Motor Company (Ambulance donated to Hospital)

Nasra Schools

District Hospital, Gwadar
Akhuwat

Hisaar Foundation

SOS Children's Village Pakistan
Marie Adelaide Leprosy Center

Donations individually not exceeding Rs. 0.5 million

2017

Donations were not made to any donee in which a Director or his spouse had any interest.

Auditors' remuneration

Audit fee

Fee for audit of EPZ branch

Fee for tax and other certifications
Out of pocket expenses
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Cheque printing 43,108 42,534
Cheque printing 43,156 43,352
Cheque printing 37,943 38,827
POS service management
and card hosting 27,382 26,765
2018 2017
------- (Rupees in '000) -------
67,757 -
30,000 -
32,000 -
30,000 50,000
- 15,000
12,500 -
10,000 10,000
- 7,000
5,000 5,000
5,000 5,000
- 4,975
3,840 3,840
2,696 -
- 1,554
1,418 -
- 1,260
- 1,195
- 1,000
1,000 1,000
980 980
850 850
376 1,275
203,417 109,929
2018
KPMG Taseer  A. F. Ferguson Overseas Total
Hadi & Co. & Co. Auditors
(Rupees in '000)
8,051 8,051 47,647 63,749
348 - - 348
9,103 21,180 1,470 31,753
3,444 3,164 - 6,608
20,946 32,395 49,117 102,458
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31.

32.

33.

2017
KPMG Taseer  A.F. Ferguson Overseas Total
Hadi & Co. & Co. Auditors
(Rupees in '000)
Audit fee 8,051 8,051 27,007 43,109
Fee for audit of EPZ branch 250 - - 250
Fee for tax and other certifications 9,925 5,657 9,064 24,646
Out of pocket expenses 4,629 3,623 630 8,882
22,855 17,331 36,701 76,887

WORKERS' WELFARE FUND

The Bank has made provision for Sindh Workers' Welfare Fund (SWWF) based on profit for the years ended December
31, 2014 and onwards.

The Supreme Court of Pakistan vide its order dated November 10, 2016 has held that the amendments made in the law
introduced by the Federal Government for the levy of Workers' Welfare Fund (WWF) were not lawful. The Federal Board
of Revenue has filed review petitions against this order which are currently pending. During the year, tax authorities have
allowed relief to the Bank in certain years for WWF. Further the management of the Bank obtained a legal opinion which
confirmed that review petitions filed against the Supreme Court of Pakistan judgement have not been taken up for
adjudication and the provision in respect of WWF can be reversed. The Sindh Workers' Welfare Fund was levied from the
year ended December 31, 2014 consequent to the 18th amendment in the constitution. Accordingly, the provision for
WWF charged till December 31, 2013 amounting to Rs. 2,692 million has been reversed in the profit and loss account for
the year ended December 31, 2018 and provision amounting to Rs. 3,763 million pertaining to years 2014 onwards has
been maintained in respect of Sindh WWF.

2018 2017
------- (Rupees in '000) -------
OTHER CHARGES
Penalties imposed by the SBP 94,754 59,431
Other penalties 20,044 257
114,798 59,688
Note 2018 2017
Restated
PROVISIONS AND WRITE-OFFS -NET == (Rupees in '000) -------
Provision against loans and advances - net 104 11,337,236 1,827,122
Reversal of provision against lendings to financial institutions - net (57,600) (8,260)
Provision for diminution in value of investments - net 9.3 1,555,551 1,339,258
Bad debts written off directly 10.5 76,056 92,992
Provision against other assets - net 14.4.1 6,523 62,074
Provision / (reversal of provision) against off - balance
sheet obligations 20.1 463,300 (599,097)
Recovery of written-off / charged off bad debts (542,061) (653,818)
Deficit on revaluation of assets 5.1.1 - 241,585
Other provisions / write-offs 75,073 147,954
12,914,078 2,449,810
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34.

35.

35.1

36.

37.

EXTRAORDINARY / UNUSUAL ITEM - CHARGE IN RESPECT OF PENSION LIABILITY

On February 13, 2018 the Honourable Supreme Court of Pakistan announced a judgement based on a proposal
submitted by banks including UBL, in which it raised the minimum monthly pension of employees. Based on legal advice
and in accordance with the Honourable Supreme Court's order, the change in scheme is prospectively applied from the
date of the judgement and the payments to eligible persons are being made accordingly. The bank has recognised an
amount of Rs. 6,657.216 million as past service cost in this respect (note 39.8)

2018 2017
------- (Rupees in '000) -------
TAXATION
Current 10,244,376 14,396,887
Prior years 654,168 (2,037,348)
Deferred (1,157,975) 2,379,270
9,740,569 14,738,809
Relationship between tax expense and accounting profit
Accounting profit for the year 24,966,664 39,918,456
Tax on income @ 35% (2017: 35%) 8,738,332 13,971,460
Super tax @ 4% (2017 : 0%) 998,667 -
Tax effect of items that are either not included in determining taxable
profit or taxed at reduced rates (permanent differences) 12,595 20,831
Tax - prior years (net of deferred tax) - 721,583
Others (9,025) 24,935
Tax charge 9,740,569 14,738,809
2018 2017
EARNINGSPERSHARE e (Rupees in '000) -------
Profit after taxation for the year 15,226,095 25,179,647
------- (Number of shares) -------
Weighted average number of ordinary shares 1,224,179,687 1,224,179,687
---------- (Rupees) =======---
Earnings per share - basic and diluted 12.44 20.57

There were no convertible dilutive potential ordinary shares outstanding as at December 31, 2018 and 2017.

Note 2018 2017
------- (Rupees in '000) -------
CASH AND CASH EQUIVALENTS

Cash and balances with treasury banks 6 183,467,358 157,582,687
Balances with other banks 7 23,345,698 19,516,198

206,813,056 177,098,885
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37.1 RECONCILIATION OF MOVEMENT OF LIABILITIES TO CASH FLOWS ARISING FROM FINANCING ACTIVITIES

38.

38.2
39.
39.1

39.2

39.3

Liabilities Equity
" . Surplus on .
Bills payable  Borrowings Deposits and  Subordinated Other liabilities Share capital Reserves  revaluation of assets Unapproprlated
other accounts loans profit
- net of deferred tax
(Rupees in '000)
Balance as at January 1, 2018 29,847,743 512,650,465  1,272,787,824 55,728 914 12,241,798 43,846,877 32,305,966 70,912,406
Change in accounting policy as at January 1, 2018 - - - - - - - (1,590,688)
Balance as at January 1, 2018 (Restated) 29,847,743 512,650,465  1,272,787,824 55,728,914 12,241,798 43,846,877 32,305,966 69,321,718
Changes from financing cash flows
Dividend Paid (14,799,574)
Other Changes
Liability-related
Changes in bills payable (2,598,607) -
Changes in borrowings - (244,526,432) -
Changes in deposits and other accounts - 93,272,224 -
Changes in subordinated loans - 9,000,000
Changes in other liabilities
- Cash based 12,483,874 -
- Dividend payable 109,418 109,418
- Non-cash based (426,225) - -
Transfer of profit to reserve - - - - - 1,522,610 (1,522,610)
Total Liability related other changes (2,598,607)  (244,526,432) 93,272,224 9,000,000 12,167,067 1,522,610 - (1,413,192)
Total Equity related other changes - - - - - - 9,069,751 (15,718,900) 14,892,894
Balance as at December 31, 2018 27,249,136 268,124,033 1,366,060,048 9,000,000 67,895,981 12,241,798 54,439,238 16,587,066 68,001,846
2018 2017

STAFFSTRENGTH (Number) ===~
Permanent 11,403 11,035
On contract 18 50
Bank's own staff strength 11,421 11,085
Outsourced 2,510 3,686
Total 13,931 14,771

Number of employees working domestically are 13,549 (2017: 14,171) and abroad are 382 (2017: 600).

DEFINED BENEFIT PLANS

General description

The Bank operates a funded pension scheme established in 1975. The Bank also operates a funded gratuity scheme for new
employees and for those employees who have not opted for the pension scheme. The Bank also operates a benevolent
fund scheme and provides post retirement medical benefits to eligible retired employees. The benevolent fund scheme and
the post-retirement medical scheme cover all regular employees of the Bank who joined the Bank pre-privatization. The
liabilities of the Bank in respect of these schemes are determined based on actuarial valuations carried out using the
Projected Unit Credit Method. Actuarial valuations of the defined benefit schemes are carried out every year and the latest
valuation was carried out as at December 31, 2018.

Number of Employees under the scheme

The number of employees covered under the following defined benefit schemes are:

- Pension fund
- Gratuity fund
- Benevolent fund

- Post-retirement medical benefit scheme

2018 2017
---------- (Number) ----------
10,582 6,798
10,066 9,394
3,760 4,051
9,652 9,804

The pension fund, benevolent fund and post-retirement medical benefit schemes include 9,512 (2017: 5,600), 2055 (2017:
2,124) and 8,133 (2017: 8,064) members respectively who have retired or whose widows are receiving the benefits.

Principal actuarial assumptions

The actuarial valuations were carried out as at December 31, 2018 using the following significant assumptions:

Discount rate / expected rate of return on plan assets

Expected rate of salary increase

Expected rate of increase in pension
Expected rate of increase in medical benefit

2018 2017
---------- Per annum ----------
13.25% 8.25%
11.25% 6.25%
5.00% 2.25%
7.25% 2.25%
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39.4

39.5

39.6

39.7

39.8
39.8.1

39.8.1.1

39.8.2

Reconciliation of (receivable from) / payable to defined benefit plans

Note 2018 2017

Post - Post -
Pension  Gratuity Benevolent retirement Pension  Gratuity Benevolent retirement

fund fund fund medical fund fund fund medical

benefit benefit

(Rupees in '000)
Present value of obligations 8,986,977 831,363 321,682 1,821,847 2,698,870 728,822 429,243 1,463,703
Fair value of plan assets (8,168,441) (805,576)  (461,597) - (3,176,096) (711,571)  (494,386) -

(Receivable) / payable 818,536 25,787 (139,915) 1,821,847 (477,226) 17,251 (65,143) 1,463,703

Movement in defined benefit obligations

Obligations at the beginning of the year 2,698,870 728,822 429,243 1,463,703 2,932,255 652,457 453,193 1,328,199
Service cost 6,664,292 128,450 6,340 1,639 8,196 106,921 6,630 4,250
Interest cost 123,457 61,861 33,128 117,080 123,653 52,899 35,702 111,493
Benefits paid by the Bank (791,299) (119,044) (47,622) (125,095) (456,036) (131,663) (69,152) (138,529)
Return allocated to other funds 39.8.1 56,192 - - - 98,242 - - -

Re-measurement loss / (gain) 235,465 31,274 (99,407) 364,520 (7,440) 48,208 2,870 158,290
Obligations at the end of the year 8,986,977 831,363 321,682 1,821,847 2,698,870 728,822 429,243 1,463,703

Movement in fair value of plan assets

Fair value at the beginning of the year 3,176,096 711,571 494,386 - 3,077,541 711,805 501,671 -
Interest income on plan assets 260,509 60,493 38,294 - 233,079 57,468 39,434 -
Contribution by the Bank 5,900,000 145,585 2,165 - 1,595 103,679 2,468 -
Contribution by the employees - - 2,165 - - - 2,468 -
Amount paid by the fund to the Bank (1,121,594) (139,095) (65,489) - (179,066) (163,857) (56,965) -
Re-measurements gain / (loss) (46,570) 27,022 (9,924) - 42,947 2,476 5,310 -
Fair value at the end of the year 8,168,441 805,576 461,597 - 3,176,096 711,571 494,386 -

Movement in (receivable) / payable
under defined benefit schemes

Opening balance (477,226) 17,251 (65,143) 1,463,703 (145,286)  (59,348) (48,478) 1,328,199
Mark-up receivable on Bank's balance with the fund (22,804) (297) (3,396) - (12,645) (658) (1,068) -
Charge / (reversal) for the year 6,583,432 129,818 (991) 118,719 (2,988) 102,352 430 115,743
Contribution by the Bank (5,900,000) (145,585) (2,165) - (1,595) (103,679) (2,468) -
Amount paid by the Fund to the Bank 1,121,594 139,095 65,489 - 179,066 163,857 56,965 -
Benefits paid by the Bank (791,299) (119,044) (47,622) (125,095) (456,036) (131,663) (69,152) (138,529)
Re-measurement loss / (gain) recognized in OCI

during the year 304,839 4,549 (86,087) 364,520 (37,742) 46,390 (1,372) 158,290
Closing balance 818,536 25,787 (139,915) 1,821,847 (477,226) 17,251 (65,143) 1,463,703

Charge for defined benefit plans

Cost recognized in profit and loss

Current service cost 7,076 128,450 6,340 1,639 8,196 106,921 6,630 4,250
Past service cost 6,657,216 - - - - - - -
Net interest on defined benefit asset / (liability) (137,052) 1,368 (5,166) 117,080 (109,426) (4,569) (3,732) 111,493
Return allocated to other funds 39.8.1.1 56,192 - - - 98,242 - - -
Employees' contribution - - (2,165) - - - (2,468) -
6,583432 129,818 (991) 118,719 (2,988) 102,352 430 115,743

This represents return allocated to those employees who exercised the conversion option offered in the year 2001, as
referred to in note 5.11.1.

Re-measurements recognized in OCI during the year

2018 2017
Post - Post -
Pension  Gratuity Benevolent retirement Pension  Gratuity Benevolent retirement
fund fund fund medical fund fund fund medical
benefit benefit

(Rupees in '000)

Loss / (gain) on obligation

- Financial assumptions 19,563 24,101 (89,035) 364,520 (1,877) 1,099 (2,748) (1,704)

- Experience adjustment 215,902 7,173 (10,372) - (5,563) 47,109 5618 159,994
Return on plan assets over interest income 46,570 (27,022) 9,924 - (42,947) (2,476) (5,310) -
Adjustment for markup 22,804 297 3,396 - 12,645 658 1,068 -
Total re-measurements recognized in OCI 304,839 4,549 (86,087) 364,520 (37,742) 46,390 (1.372) 158,290
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39.9

39.9.1

39.10

39.11

Components of plan assets

2018 2017
Pension Gratuity Benevolent Pension Gratuity Benevolent
fund fund fund fund fund fund
(Rupees in '000)
Cash and cash equivalents - net of
current liabilities 15,550 7,129 3,181 15,421 6,018 2,403
Quoted securities
Ordinary shares 86,811 5,342 13,267 133,055 8,098 20,458
Term finance certificates 2,768,708 238,193 58,940 72,289 143,061 8,178
Mutual Funds Units - 18,279 - - 18,275 -
Pakistan Investment Bonds 2,900,447 526,873 144,615 1,414,048 446,196 192,907
Market Treasury Bills 1,934,034 - - - - -
Special Savings Certificates 412,131 9,760 241,594 1,541,283 89,923 270,440
Term deposit 50,760 - - - - -
8,168,441 805,576 461,597 3,176,096 711,571 494,386

The funds primarily invests in government securities and accordingly do not carry any significant credit risk. These are
subject to interest rate risk based on market movements. Investment in term finance certificates are subject to credit risk
and interest rate risks, while equity securities are subject to price risk. These risks are regularly monitored by Trustees of
the employee funds.

Sensitivity analysis

Sensitivity analysis has been performed by varying one assumption keeping all other assumptions constant and calculating
the impact on the present value of the defined benefit obligations under the various employee benefit schemes. The
increase / (decrease) in the present value of defined benefit obligations as a result of change in each assumption is
summarized below:

2018
Post retire-
Pension Gratuity Benevolent ment
fund fund fund medical
benefit
(Rupees in '000) ------=====emmrmememmnmanen
Increase in Discount Rate by 1 % (339,995) (53,510) (12,302) (192,419)
Decrease in Discount Rate by 1 % 374,943 60,738 13,461 233,280
Increase in expected future increment in salary by 1% - 65,318 - -
Decrease in expected future increment in salary by 1% - (58,374) - -
Increase in expected future increment in pension by 1% 73,603 - - -
Decrease in expected future increment in pension by 1% (63,569) - - -
Increase in expected future increment in medical benefit by 1% - - - 209,302
Decrease in expected future increment in medical benefit by 1% - - - (178,603)

Although the analysis does not take account of the full distribution of expected cash flows, it does provide an approximation
of the sensitivity of the assumptions shown.

Expected contributions to be paid to the funds in the next financial year

The Bank contributes to the pension and gratuity funds according to the actuary's advice. Contribution to the benevolent
fund is made by the Bank as per the rates set out in the benevolent fund scheme. Based on actuarial advice, management
estimates that the expected contribution and charge / (reversal) for the year ending December 31, 2019, would be as
follows:

2019
Post retire-
Pension Gratuity Benevolent ment
fund fund fund medical
benefit
(Rupees in "000) -----======sn=smenunn-n
Expected contribution - 148,986 - -
Expected charge / (reversal) for the year 115,678 148,986 (15,003) 236,146
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39.12

39.13

Maturity profile 2018
Post retire-
Pension Gratuity Benevolent ment
fund fund fund medical
benefit
The weighted average duration of the obligation (in years) 7.67 6.84 4.07 10.56

Funding Policy

The Bank endeavours to ensure that liabilities under the various employee benefit schemes are covered by the Fund on
any valuation date having regards to the various actuarial assumptions such as projected future salary increase, expected
future contributions to the fund, projected increase in liability associated with future service and the projected investment
income of the Fund.

Asset Volatility

Only three Schemes out of the all the Schemes are funded: Pension; Gratuity; and Benevolent Fund. The combined
investment of the three funds is Rs 9.4 billion. Almost 65% is invested in Government Bonds with a maturity that is less
than the maturity of the corresponding liability.

The asset class is volatile with reference to the yield on this class. This risk should be viewed together with change in the
bond yield risk.

There is an insignificant equity exposure of around 1%. While 32% is invested in corporate bonds giving rise to settlement
risk, the bonds are, though, high quality.

Changes in Bond Yields

There are two dimensions to the changes in Bond yields: first, as described above; second, the valuation of the Gratuity
Liability is discounted with reference to the government bond yields. So, any increase in Bond yields will lower the
Retirement Benefits Liability and vice versa, but, it will also lower the Asset values.

Inflation Risk

The salary inflation (especially the final salary risk) is the major risk that the Gratuity and compensated absences liability
carries. In pension fund the increased been determined by the Supreme Court does not carry this risk as the benefit is
practically no longer related to future salary increases. Some of the post-retirement medical benefits are capped to a
proportion of Pension, thus carrying no salary inflation risk. However, the hospitalization benefit is susceptible to medical
inflation risk.

In a general economic sense and in a longer view, there is a case that if bond yields increase, the ensuing change in salary
inflation generally offsets the gains from the decrease in discounted gratuity. But viewed with the fact that, for gratuity,
asset values will also decrease; the salary inflation does, as an overall effect, increases the net liability of the Bank.

Life Expectancy / Withdrawal Rate

The Gratuity and Compensated Absences are paid off at the maximum of age 60. The life expectancy is in almost minimal
range and is quite predictable in the ages when the employee is in the accredited employment of the Bank for the purpose
of the Gratuity and Compensated Absences. Thus, the risk of life expectancy is almost negligible. However, post-retirement
benefit given by the Bank like monthly pension, post-retirement medical gives rise to a significant risk which is quite difficult
to value even by using advance mortality improvement models. Thus, this risk carries valuation risk as well.

The withdrawal risk is dependent upon the: benefit structure; age and retention profile of the staff; the valuation
methodology; and long-term valuation assumptions. In this case, it is not a significant downside risk as higher withdrawal,
although troublesome for the Bank, will give rise to a release in the liability as retirement benefits for unvested due to
earlier withdrawal.
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40.

40.1

41.

Other Risks
Though, not imminent and generally observable, over long term there are some risks that may crystallize. This includes:

- Retention Risk — The risk that employee will not be motivated to continue the service or start working with the Bank if
no market comparable retirement benefit is provided.

- Final Salary Risk — The risk, for defined benefit gratuity, that any disproportionate salary merit increases in later
service years will give rise to a multiplicative increase in the gratuity liability as such increase is applicable to all the

past years of service.

- Model Risk — The defined benefit gratuity liability is usually actuarially valued each year. Further, the assets in the
Fund are also marked to market. This two-tier valuation gives rise to the model risk.

- Operational Risk related to a separate entity - Retirement benefits are funded through a separate trust fund which is a
different legal entity than the Bank. Generally, the protocols, processes, and conventions used throughout the Bank

are not applicable or are not actively applied to the retirement benefit Funds. This gives rise to some specific
operational risks.

- Compliance Risk — The risk that retirement benefits offered by the Bank do not comply with minimum statutory
requirements.

- Legal / Political Risk — The risk that the legal / political environment changes and as a result, the Bank is required to
offer additional or different retirement benefits than what the Bank projected. Specifically, in the light of recent
Supreme Court decisions, this risk has materialized.

OTHER EMPLOYEE BENEFITS

Defined contribution plan

The Bank operates a contributory provident fund scheme for 10,039 (2017: 7,394) employees who are not in the pension
scheme. The employer and employee each contribute 8.33% of the basic salary to the funded scheme every month.

COMPENSATION OF DIRECTORS AND EXECUTIVES

President / Chief Executive

X Directors Executives
Officer
2018 2017 2018 2017 2018 2017
Restated
(Rupees in '000)

Fees - - 64,348 48,721 - -
Managerial remuneration 124,100 201,483 - - 4,104,263 3,275,649
Charge for defined benefit plans 22 732 - - 233,152 259,734
Charge for defined contribution plan 4,583 4,167 - - 73,487 81,414
Rent and house maintenance 2,987 4,361 - - 484,598 374,695
Utilities 1,423 1,456 - - 193,945 162,528
Medical - 22 - - 96,269 80,652
Conveyance 367 - - - 383,943 277,509
Others 1,236 4,011 - - 428,962 1,271,786

134,718 216,233 64,348 48,721 5,998,619 5,783,967
Number of persons 1 2 8 10 735 732

The Bank's President / Chief Executive Officer and certain Executives are provided with use of Bank maintained cars and
household equipment.

Annual Report 2018 | 123



Notes to and forming part of the Unconsolidated Financial Statements
For the year ended December 31, 2018

42.

42.1

FAIR VALUE OF FINANCIAL INSTRUMENTS

The fair value of quoted securities other than those classified as held to maturity, is based on quoted market price. Quoted
securities classified as held to maturity are carried at cost. The fair value of unquoted equity securities, other than
investments in associates and subsidiaries, is determined on the basis of the break-up value of these investments as per
their latest available audited financial statements.

The fair value of unquoted debt securities, fixed term loans, other assets, other liabilities, fixed term deposits and
borrowings cannot be calculated with sufficient reliability due to the absence of a current and active market for these assets
and liabilities and reliable data regarding market rates for similar instruments.

In the opinion of the management, the fair value of the remaining financial assets and liabilities are not significantly different
from their carrying values since these are either short-term in nature or, in the case of customer loans and deposits, are

frequently repriced.

The Bank measures fair values using the following fair value hierarchy that reflects the significance of the inputs used in
making the measurements:

Level 1: Fair value measurements using quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2: Fair value measurements using inputs other than quoted prices included within Level 1 that are observable for the
assets or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).

Level 3: Fair value measurements using input for the asset or liability that are not based on observable market data (i.e.
unobservable inputs).

The table below analyses financial instruments measured at the end of the reporting period by the level in the fair value
hierarchy into which the fair value measurement is categorised:

2018
Carrying / Fair value
Notional value Level 1 Level 2 Level 3 Total
On balance sheet financial instruments = e (Rupees in '000) --------====n=mmn=muneeenm
Financial assets measured at fair value
- Investments
Government Securities (T-bills, PIBs, GoP Sukuks
and Eurobonds) 392,484,077 - 392,484,077 - 392,484,077
Foreign Bonds - Sovereign 34,242,507 - 34,242,507 - 34,242,507
Foreign Bonds - others 6,839,803 - 6,839,803 - 6,839,803
Ordinary shares of listed companies 16,718,226 16,718,226 - - 16,718,226
Debt securities (TFCs , Sukuks) 948,128 - 948,128 - 948,128
Investment in REIT 499,863 499,863 - - 499,863
451,732,604 17,218,089 434,514,515 - 451,732,604
Financial assets not measured at fair value
- Investments (HTM, unlisted ordinary shares,
preference shares, subsidiaries and associates) 334,642,722 - - - -
786,375,326 17,218,089 434,514,515 - 451,732,604
Off-balance sheet financial instruments
Forward purchase and sale of foreign exchange contracts 583,708,769 - 1,628,749 - 1,628,749
Interest rate swaps 1,674,764 - (22,082) - (22,082)
FX options - purchased and sold 1,159,752 - - - -
Forward purchase of government securities 13,619,209 - (53,425) - (53,425)
Forward sale of government securities 2,326,880 - (672) - (672)
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2017
Carrying / Fair value
Notional value Level 1 Level 2 Level 3 Total
-------------------------- (Rupees in '000) --========mmmmmmmmmmmnmnnn

On balance sheet financial instruments

Financial assets measured at fair value

- Investments
Government Securities (T-bills, PIBs, GoP Sukuks
and Eurobonds) 677,712,990 - 677,712,990 - 677,712,990
Foreign Bonds - Sovereign 26,301,802 - 26,301,802 - 26,301,802
Foreign Bonds - others 10,579,141 - 10,579,141 - 10,579,141
Ordinary shares of listed companies 18,318,646 18,318,646 - - 18,318,646
Debt securities (TFCs) 372,265 - 372,265 - 372,265
Investment in REIT 458,590 458,590 - - 458,590
733,743,434 18,777,236 714,966,198 - 733,743,434
Financial assets not measured at fair value
- Investments (HTM, unlisted ordinary shares,
preference shares, subsidiaries and associates) 358,043,192 - - - -
1,091,786,626 18,777,236 714,966,198 - 733,743,434
Off-balance sheet financial instruments
Forward purchase and sale of foreign exchange contracts 391,051,659 - 1,473,697 - 1,473,697
Interest rate swaps 4,358,641 - 74,865 - 74,865
FX options - purchased and sold 166,736 - - - -
Forward purchase of government securities 7,870,890 - (1,155) - (1,155)
Forward sale of government securities 1,478 - (2) - (2)

42.2 Certain categories of fixed assets (land and buildings) and non-banking assets acquired in satisfactions of claims are
carried at revalued amounts (level 3 measurement) determined by professional valuers based on their assessment of the
market values as disclosed in note 11.

42.3 Valuation techniques used in determination of fair values within level 2 and level 3.

Debt Securities

The fair value of Federal Government securities is determined using the prices / rates available on Mutual Funds
Association of Pakistan (MUFAP) and the fair value of other corporate and foreign government securities is determined
using the rates from Reuters / Bloomberg.

Derivatives

The fair valuation techniques include forward pricing and swap models using present value calculations.

Fixed assets and non-banking assets acquired in satisfaction of claims

Land, buildings and non-banking assets acquired in satisfaction of claims are revalued on a periodic basis using
professional valuers. The valuation is based on their assessment of the market value of the assets. The effect of changes in

the unobservable inputs used in the valuations cannot be determined with certainty. Accordingly, a qualitative disclosure of
sensitivity has not been presented in these unconsolidated financial statements.
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43

43.1

SEGMENT INFORMATION

Segment details with respect to business activities

Profit & Loss

Net mark-up / return / profit

Inter segment (expense) / revenue - net
Non mark-up / return / interest income
Total Income

Segment direct expenses

Inter segment expense allocation
Total expenses

Reversals / (Provisions)

Profit / (loss) before tax

Balance Sheet

Cash & Bank balances

Investments

Net inter segment lending

Lendings to financial institutions

Advances - performing

Advances - non-performing net of provision
Others

Total Assets

Borrowings

Subordinated debt

Deposits & other accounts
Net inter segment borrowing
Others

Total Liabilities

Equity

Total Equity & liabilities
Contingencies and C

Y

Segment details with respect to business activities

Profit & Loss

Net mark-up / return / profit

Inter segment (expense) / revenue - net
Non mark-up / return / interest income
Total Income

Segment direct expenses

Inter segment expense allocation
Total expenses

Reversals / (Provisions)

Profit / (loss) before tax

Balance Sheet

Cash & Bank balances

Investments

Net inter segment lending

Lendings to financial institutions

Advances - performing

Advances - non-performing net of provision
Others

Total Assets

Borrowings

Subordinated debt

Deposits & other accounts
Net inter segment borrowing
Others

Total Liabilities

Equity

Total Equity & liabilities

Contingencies and Commitments
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2018
Corporatc?l Treasury Branch Banking  Islamic Banking International Others Total
Commercial branch
(Rupees in '000)
29,169,912 38,054,781 (21,778,872) 2,256,974 8,531,476 - 56,234,271
(25,119,792) (32,293,809) 55,328,232 - - 2,085,369 -
2,945,167 9,172,158 9,989,431 206,059 2,045,808 713,186 25,071,809
6,995,287 14,933,130 43,538,791 2,463,033 10,577,284 2,798,555 81,306,080
1,171,679 565,182 24,150,372 1,514,278 6,962,460 9,061,368 43,425,339
433,840 62,153 4,200,757 95,788 660,416 (5,452,954) -
1,605,519 627,335 28,351,129 1,610,066 7,622,876 3,608,414 43,425,339
(408,496) (1,229,209) 468,714 (7,276) (11,568,920) (168,890) (12,914,077)
4981272 13,076,586 15,656,376 845,691 (8,614512) (978,749) 24,966,664
25,660 51,299,328 79,947,294 13,483,155 60,363,310 1,694,309 206,813,056
7,213,391 653,902,739 - 30,746,758 88,243,845 6,268,593 786,375,326
2,249,966 - 880,425,313 - 1,202,781 37,278,794 921,156,854
- 23,499,887 - 10,066,732 374,927 - 33,941,546
449,219,279 26,411 65,893,889 22,580,996 160,439,827 5,107,633 703,268,035
1,777,079 - 262,540 15,068 10,586,944 27,065 12,668,696
27,761,067 21,515,106 12,478,295 625,250 19,888,592 64,264,177 146,532,487
488,246,442 750,243,471 1,039,007,331 77,517,959 341,100,226 114,640,571 2810,756,000
45,688,288 196,540,422 4,171,413 143,000 21,580,910 - 268,124,033
- - - - - 9,000,000 9,000,000
38,238,653 35,170 993,358,839 73,434,945 259,572,141 1,420,300 1,366,060,048
377,589,646 543,078,514 - 488,694 - - 921,156,854
24,033,549 10,691,578 34,324,820 922,413 14,528,536 10,644,221 95,145,117
485,550,136 750,345,684 1,031,855,072 74,989,052 295,681,587 21,064,521 2,659,486,052
2,696,306 (102,213) 7,152,259 2,528,907 45,418,639 93,576,050 151,269,948
488,246,442 750,243 471 1,039,007,331 77,517,959 341,100,226 114,640,571 _ 2,810,756,000
415,595,186 252,604,420 21,489,804 340,262 426,945,992 1,923,829 1,118,899,493
2017 (Restated)
Corporat?l Treasury Branch Banking  Islamic Banking International Others Total
Commercial branch
(Rupees in '000)
20,185,214 46,064,385 (19,627,225) 1,127,850 8,458,526 215,630 56,424,380
(15,792,691) (30,807,574) 45,141,057 - - 1,459,208 -
2,448,710 7,387,572 8,228,303 117,148 3,125,768 854,641 22,162,142
6,841,233 22,644,383 33,742,135 1,244,998 11,584,294 2,529,479 78,586,522
1,097,822 616,477 22,450,416 938,828 6,459,010 4,655,703 36,218,256
361,441 74,233 3,759,778 (45,332) 695,439 (4,845,559) -
1,459,263 690,710 26,210,194 893,496 7,154,449 (189,856) 36,218,256
1,525,275 (76,826) 1,756,873 (14,051) (4,767,601) (873,480) (2,449,810)
6.907,245 21,876,847 9,288,814 337,451 (337,756) 1,845,855 39,918,456
28,025 54,053,124 58,654,476 11,979,558 51,820,364 563,338 177,098,885
7,834,991 974,793,372 - 25,401,968 78,235,537 5,520,758 1,091,786,626
7,192,612 1,273,806 831,512,169 - - 25,166,962 865,145,549
- 6,874,353 - 3,694,215 - 298,963 10,867,531
356,645,367 28,173 54,691,150 22,101,684 176,537,821 4,549,560 614,553,755
2,352,642 316 238,817 8,942 10,169,863 34,501 12,805,081
25,038,114 19,107,147 9,690,949 721,793 10,574,595 60,689,458 125,822,056
399,091,751 1,056,130,291 954,787,561 63,908,160 327,338,180 96,823,540 2,898,079,483
32,114,222 459,164,420 4,584,439 1,500,000 15,287,384 - 512,650,465
49,621,139 200,730 905,659,402 59,775,999 256,361,152 1,169,402 1,272,787,824
292,223,792 571,548,191 - - 1,373,566 - 865,145,549
22,066,726 4,900,354 41,411,599 789,666 7,321,818 11,698,435 88,188,598
396,025,879 1,035,813,695 951,655,440 62,065,665 280,343,920 12,867,837 2,738,772,436
3,065,872 20,316,596 3,132,121 1,842,495 46,994,260 83,955,703 159,307,047
399,091,751 1,056,130,291 954,787,561 63,908,160 327,338,180 96,823,540 2,898,079,483
421,838,014 181,543,951 22,966,778 142,799 322,857,427 1,408 949,350,378
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43.2 Geographical segment analysis 2018
Paklsfan United St.ates of Expor? Middle East Total
Operations America Processing
Profit & Loss (Rupees in '000)
Net mark-up / return / profit 47,702,795 53,126 152,391 8,325,959 56,234,271
Inter segment (expense) / revenue - net - - - - -
Non mark-up / return / interest income 23,026,001 10,769 40,131 1,994,908 25,071,809
Total Income 70,728,796 63,895 192,522 10,320,867 81,306,080
Segment direct expenses 36,462,879 1,067,600 17,600 5,877,260 43,425,339
Inter segment expense allocation (660,416) - 1,408 659,008 -
Total expenses 35,802,463 1,067,600 19,008 6,536,268 43,425,339
Provisions (1,345,157) (68,015) - (11,500,905) (12,914,077)
Profit / (loss) before tax 33,581,176 (1,071,720) 173,514 (7.716,306) 24,966,664
Balance Sheet
Cash & Bank balances 146,449,746 2,332,453 122,122 57,908,735 206,813,056
Investments 698,131,481 - 2,901,457 85,342,388 786,375,326
Net inter segment lending 919,954,073 443157 - 759,624 921,156,854
Lendings to financial institutions 33,566,619 - - 374,927 33,941,546
Advances - performing 542,828,208 - 1,450,864 158,988,963 703,268,035
Advances - non-performing net of provision 2,081,752 - - 10,586,944 12,668,696
Others 126,643,895 - 166,890 19,721,702 146,532,487
Total Assets 2,469,655,774 2,775,610 4,641,333 333,683,283 2,810,756,000
Borrowings 246,543,123 - - 21,580,910 268,124,033
Subordinated debt 9,000,000 - - - 9,000,000
Deposits & other accounts 1,106,487,907 - 3,889,543 255,682,598 1,366,060,048
Net inter segment borrowing 921,156,854 - - - 921,156,854
Others 80,616,581 437,251 21,865 14,069,420 95,145,117
Total Liabilities 2,363,804,465 437,251 3,911,408 291,332,928 2,659,486,052
Equity 105,851,309 2,338,359 729,925 42,350,355 151,269,948
Total Equity & liabilities __2,489,655774 2,775,610 4,641,333 333683283 _  2810.756,000
Contingencies and Commitments 691,953,501 - 2,209,348 424,736,644 1,118,899,493

44,

Transactions between reportable segments are based on an appropriate transfer pricing mechanism using agreed rates.

Geographical segment analysis 2017 (Restated)
Paklsfan United St.ates of Expor? Middle East Total

Operations America Processing
Profit & Loss (Rupees in '000)
Net mark-up / return / profit 47,965,854 224,438 89,621 8,144,467 56,424,380
Inter segment (expense) / revenue - net - - - - -
Non mark-up / return / interest income 19,036,374 239,305 23,636 2,862,827 22,162,142
Total Income 67,002,228 463,743 113,257 11,007,294 78,586,522
Segment direct expenses 29,759,246 414,801 12,630 6,031,579 36,218,256
Inter segment expense allocation (695,439) 63,320 1,253 630,866 -
Total expenses 29,063,807 478,121 13,883 6,662,445 36,218,256
Reversals / (Provisions) 2,317,791 (3,760) - (4,763,841) (2,449,810)
Profit / (loss) before tax 40,256,212 (18,138) 99,374 (418992) 39,918 /456
Balance Sheet
Cash & Bank balances 125,278,521 2,124,184 98,396 49,597,784 177,098,885
Investments 1,013,551,089 - 1,914,777 76,320,760 1,091,786,626
Net inter segment lending 865,145,549 - 161,222 (161,222) 865,145,549
Lendings to financial institutions 10,867,644 - 188,859 (188,972) 10,867,531
Advances - performing 438,015,821 3,168,337 28,170 173,341,427 614,553,755
Advances - non-performing net of provision 2,635,218 - - 10,169,863 12,805,081
Others 115,247 461 107,784 45,346 10,421,465 125,822,056
Total Assets 2,570,741,303 5,400,305 2,436,770 319,501,105 2,898,079,483
Borrowings 497,363,081 - - 15,287,384 512,650,465
Subordinated debt - - - - -
Deposits & other accounts 1,016,426,672 61,683 1,818,176 254,481,293 1,272,787,824
Net inter segment borrowing 863,771,983 2,641,115 - (1,267,549) 865,145,549
Others 80,866,780 152,678 7,995 7,161,145 88,188,598
Total Liabilities 2,458,428,516 2,855,476 1,826,171 275,662,273 2,738,772,436
Equity 112,312,787 2,544,829 610,599 43,838,832 159,307,047
Total Equity & liabilities __2,570,741,303 5,400,305 2436,770 319,501,105 _  2,898,079483
Contigencies and Commitments 626,492,950 941,817 2,721,358 319,194,252 949,350,378

Transactions between reportable segments are based on an appropriate transfer pricing mechanism using agreed rates.

TRUST ACTIVITIES

The Bank is not engaged in any significant trust activities. However, it acts as custodian for some of the Term Finance Certificates it
arranges and distributes on behalf of its customers.
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Notes to and forming part of the Unconsolidated Financial Statements
For the year ended December 31, 2018

46.

46.1

2018 2017
CAPITAL ADEQUACY, LEVERAGE RATIO & LIQUIDITY REQUIREMENTS ~ ==eee- (Rupees in '000) -------
Minimum Capital Requirement (MCR):
Paid-up capital (net of losses) 12,241,798 12,241,798
Capital Adequacy Ratio (CAR):
Eligible Common Equity Tier 1 (CET 1) Capital 109,026,135 110,649,879
Eligible Additional Tier 1 (ADT 1) Capital 8,875,000 -
Total Eligible Tier 1 Capital 117,901,135 110,649,879
Eligible Tier 2 Capital 38,449,649 40,892,332
Total Eligible Capital (Tier 1 + Tier 2) 156,350,784 151,542,211
Risk Weighted Assets (RWAs):
Credit Risk 729,807,059 666,405,810
Market Risk 9,991,738 174,331,695
Operational Risk 141,621,143 140,304,148
Total 881,419,940 981,041,653
Common Equity Tier 1 Capital Adequacy Ratio 12.37% 11.28%
Tier 1 Capital Adequacy Ratio 13.38% 11.28%
Total Capital Adequacy Ratio 17.74% 15.45%

The SBP through its BSD Circular No. 07 dated April 15, 2009 has prescribed the minimum paid-up capital (net of
accumulated losses) for Banks to be raised to Rs.10,000 million by the year ending December 31, 2015. The paid-up
capital of the Bank for the year ended December 31, 2018 stood at Rs.12,241.798 million (2017: Rs.12,241.798 million)
and is in compliance with SBP requirements. Banks are also required to maintain a minimum Capital Adequacy Ratio
(CAR) of 10.0% plus capital conservation buffer of 1.90% of the risk weighted exposures of the Bank. Further, under Basel
Il instructions, Banks are also required to maintain a Common Equity Tier 1 (CET 1) ratio and Tier 1 ratio of 6.0% and
7.5%, respectively, as at December 31, 2018. As at December 31, 2018 the Bank is fully compliant with prescribed ratios
as the Bank’s CAR is 17.74% whereas CET 1 and Tier 1 ratios stood at 12.37% and 13.38% respectively. The Bank and
its individually regulated operations have complied with all capital requirements throughout the year.

Furthermore, under the SBP’s Framework for Domestic Systematically Important Banks (D-SIBs) introduced vide BPRD
Circular No. 04 of 2018 dated April 13, 2018, UBL has been designated as a D-SIB. Under this framework, the Bank is
required to meet the Higher Loss Absorbency capital charge of 1.5%, in the form of Additional CET 1 capital, on a
standalone as well as consolidated level. The additional capital requirement shall be effective from the end of March 2019.

Under the current capital adequacy regulations, credit risk and market risk exposures are measured using the Standardized
Approach and operational risk is measured using the Basic Indicator Approach. Credit risk mitigants are also applied
against the Bank’s exposures based on eligible collateral under comprehensive approach.

2018 2017
------- (Rupees in '000) -------
Leverage Ratio (LR):

Eligible Tier-1 Capital 117,901,135 110,649,879
Total Exposures 2,423,130,058  2,880,164,756
Leverage Ratio 4.87% 3.84%
Liquidity Coverage Ratio (LCR):

Total High Quality Liquid Assets 404,144,218 414,579,250
Total Net Cash Outflow 212,338,866 255,636,947
Liquidity Coverage Ratio 190.33% 162.18%
Net Stable Funding Ratio (NSFR):

Total Available Stable Funding 1,489,318,075 1,128,634,708
Total Required Stable Funding 1,181,920,887 1,086,955,065
Net Stable Funding Ratio 126.01% 103.83%

The full disclosures on the CAPITAL ADEQUACY, LEVERAGE RATIO & LIQUIDITY REQUIREMENTS as per SBP
instructions issued from time to time are placed on the website. The link to the full disclosure is available at
http://www.ubldirect.com/Corporate/InvestorRelations/CapitalAdequacyStatements.aspx
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Notes to and forming part of the Unconsolidated Financial Statements
For the year ended December 31, 2018

47.

471

RISK MANAGEMENT

This section presents information about the Bank’s exposure to and its management and control of risks, in particular, the
primary risks associated with its use of financial instruments such as credit, market, liquidity, and operational risks.

The Bank has an integrated risk management structure in place covering domestic and International franchise.The Board
Risk and Compliance Committee (BRCC) oversees the entire risk management process of the Bank. Furthermore, Risk
Management Committee has been formed which looks at all risks collectively at senior management level. The committee
is chaired by the President and comprises of Heads of all Risk areas, Finance, Business etc. The Risk and Credit Policy
Group is responsible for the development and implementation of all risk policies as approved by the BRCC / BoD. The
group is organized into the functions of Market & Treasury Risk, Financial Institution Risk, Credit Policy & Research,
Consumer Credit Policy, Credit Risk Management and Operational Risk & Basel. Each risk function is headed by a senior
manager who reports directly to the Group Executive, Risk and Credit Policy. The role of the Risk and Credit Policy Group
includes:

- Determining guidelines relating to the Bank’s risk appetite.

- Recommending risk management policies in accordance with the Prudential Regulations, Basel Il / Il framework,
Regulatory framework of foreign countries where the bank operates and international best practices.

- Reviewing policies / manuals and ensuring that these are in accordance with BRCC / BoD approved risk management
policies.

- Developing systems and resources to review the key risk exposures of the Bank.

- Approving credits and granting approval authority to qualified and experienced individuals.

- Reviewing the adequacy of credit training across the Bank.

- Organizing portfolio reviews focusing on quality assessment, risk profiles, industry concentrations etc.

- Setting systems to identify significant portfolio indicators, problem credits and level of provisioning required.

- Establish an extensive Information Security (IS) Program and governance structure to manage the Security of the
Information assets.

Credit risk

Credit risk is the risk that a customer or counterparty may not settle an obligation for full value, either when due or at any
time thereafter. This risk arises from the potential that a customer's or counterparty’s willingness or ability to meet such an
obligation is impaired, resulting in an economic loss to the Bank.

The credit risk management process is driven by the Bank's Risk Management Policy, Credit Policy for Corporate,
Commercial, SME & Agri, Collateral Management Policy, Credit Policy International, Credit Policy UAE and Credit Manual,
which provides policies and procedures in relation to credit initiation, approval, documentation and disbursement, credit
maintenance and remedial management.

Individual credit authorities are delegated to credit officers by the Group Executive - Risk & Credit Policy (authorized by
BoD), according to their seasoning / maturity. Approvals for Consumer loans are centralized, while approval authorities
for International, Corporate, Commercial, SME and Agri exposures are delegated at a Country / Regional level.
Furthermore, credit authorities are also delegated to business teams in various regions for Commercial, SME & Agri
lending. All credit policy functions domestic & international are centrally organized.

Concentrations of credit risk exist if clients are engaged in similar activities, or are located in the same geographical
region, or have comparable economic characteristics such that their ability to meet contractual obligations would be
similarly affected by changes in economic, political or other conditions. The Bank manages, limits and controls
concentrations of credit risk to individual counterparties and groups, and to industries, where appropriate. Limits are also
applied to portfolios or sectors where the Bank considers it appropriate to restrict credit risk concentrations, or to areas of
higher risk, or to control the rate of portfolio growth.
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Notes to and forming part of the Unconsolidated Financial Statements
For the year ended December 31, 2018

4711

47.1.2

47.1.3

Lendings to financial institutions

Credit risk by public / private sector

Public / Government
Private

Investment in debt securities

Credit risk by industry sector

Agriculture, Forestry, Hunting and Fishing
Mining and Quarrying

Textile

Chemical and Pharmaceuticals
Electronics and electrical appliances
Construction

Power (electricity), Gas, Water, Sanitary
Exports / Imports

Airlines

Financial

Others

Credit risk by public / private sector

Public / Government
Private

Advances

Credit risk by industry sector

Chemical and pharmaceuticals
Agri business

Textile spinning

Textile weaving

Textile composite

Textile others

Cement

Sugar

Shoes and leather garments
Automobile and transportation equipment
Financial

Electronics and electrical appliances
Production and transmission of energy
Paper and allied

Surgical and metal
Contractors

Wholesale traders

Fertilizer dealers

Sports goods

Food industries

Airlines

Cables

Construction

Containers and ports
Engineering

Glass and allied

Hotels

Polyester and fiber
Telecommunication

Individuals

Others

Gross lendings

Non-performing lendings

Provision held

2018 2017 2018 2017 2018 2017
(Rupees in '000)
4,800,000 6,058,883 - - - -
29,209,799 4,934,501 68,253 125,853 68,253 125,853
34,009,799 10,993,384 68,253 125,853 68,253 125,853

Gross investments

Non-performing investments

Provision held

2018 2017 2018 2017 2018 2017
(Rupees in '000)
- 682,513 - 913 - 913
229,264 229,262 229,264 229,262 103,090 103,428
110,645 121,527 110,645 121,527 110,645 121,199
2,549 - 2,549 - 2,549 -
- 89,124 - - - -
14,827,903 17,248,845 - - - -
693,516 - - - - -
1,792,177 2,175,183 1,792,177 2,175,183 - -
761,993,686 1,038,415,048 301,197 656,540 301,172 615,039
941,517 1,016,297 430,317 1,395 430,830 1,396
780,591,257 _1,059,977,799 2,866,149 3,184,820 948,286 841,975
768,972,689 997,243,939 1,792,177 2,175,183 - -
11,618,568 62,733,860 1,073,972 1,009,637 948,286 841,975
780,591,257 1,059,977,799 2,866,149 3,184,820 948,286 841,975
Gross advances Non-performing advances Provision held
2018 2017 2018 2017 2018 2017
(Rupees in '000)
15,625,380 13,651,120 112,284 148,319 112,284 148,319
10,434,276 61,820,554 461,798 426,525 347,506 321,387
18,505,029 19,632,554 3,945,619 4,108,702 3,945,619 4,108,702
8,518,471 8,064,605 418,026 318,110 417,764 317,384
33,893,395 29,260,256 3,963,152 3,997,470 3,961,202 3,970,378
19,115,642 15,300,533 2,565,120 2,815,147 2,461,777 2,809,019
6,608,055 5,420,193 - - - -
10,106,270 23,037,545 426,992 80,712 426,992 80,712
2,351,335 2,774,178 2,214,605 1,958,526 2,214,700 1,010,093
15,891,527 18,285,949 130,307 164,904 128,250 164,226
68,351,156 68,002,072 3,400,989 3,283,651 3,461,379 2,816,331
14,230,576 13,388,390 7,348,585 2,884,904 5,356,833 1,557,519
226,812,720 139,830,523 5,185,374 5,506,846 4,710,194 4,823,734
3,440,410 3,364,088 707,669 599,466 706,138 265,191
207,652 6,497 - - - -
5,107,914 5,964,159 - - - -
37,710,707 25,319,424 6,255,138 4,412,121 6,239,271 2,938,015
14,480,378 16,219,433 47,698 65,759 46,675 65,759
691,643 45,499 - - - -
87,424,582 26,059,934 8,090,259 5,813,962 6,139,973 3,483,604
8,076,546 9,706,217 - - - -
994,870 1,041,023 - - - -
31,200,714 27,252,802 2,728,125 2,175,146 2,702,656 2,175,146
22,793,296 16,440,176 1,117,263 1,134,465 49,720 67,145
598,019 499,906 - - - -
1,420,315 1,897,497 596,050 589,060 596,050 589,060
4,541,352 3,982,326 1,677,051 1,577,051 1,577,051 1,577,051
17,805,208 19,791,165 - - - -
33,650,070 49,429,921 9,025,617 4,681,558 3,634,972 2,742,177
55,684,833 44,567,161 8,244,000 5,504,287 6,756,019 3,410,658
776,272,341 670,055,700 68,561,721 52,246,691 55,893,025 39,441,610
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Credit risk by public / private sector

Gross advances

Non-performing advances

Provision held

2018 2017 2018 2017 2018 2017
(Rupees in '000)
Public / Government 331,031,291 196,373,363 1,089,630 1,089,630 22,313 22,313
Private 445,241,050 473,682,337 67,472,091 51,157,061 55,870,712 39,419,297
776,272,341 670,055,700 68,561,721 52,246,691 55,893,025 39,441,610
2018 2017

47.1.4 Contingencies and Commitments

Credit risk by industry sector
Agri business

Airlines

Automobile and transportation equipment
Cables

Cement

Chemical and pharmaceuticals
Construction

Containers and ports

Contractors

Electronics and electrical appliances
Engineering

Fertilizer dealers

Financial

Food industries

Glass and allied

Hotels

Individuals

Paper and allied

Polyester and fiber

Production and transmission of energy
Shoes and leather garments

Sugar

Surgical and metal
Telecommunication

Textile composite

Textile others

Textile spinning

Textile weaving

Wholesale traders

Others

Credit risk by public / private sector

Public / Government

Private
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------- (Rupees in '000) -------

84,806 29,386
444,064 337,255
5,442,636 7,825,329
416,415 648,521
9,657,312 7,906,329
3,832,528 3,401,520
20,745,074 30,217,512
1,092,000 1,092,000
19,364,259 22,246,724
3,089,509 3,815,472
19,369,801 17,371,474
5,133,758 5,458,328
714,168,003 565,602,405
10,004,607 6,182,233
380,484 191,961
153,631 166,290
3,721,732 9,388,264
3,304,861 4,560,342
6,498,849 2,396,842
132,743,634 105,102,591
95,932 528,579
1,700,230 2,066,348

- 85,103
11,070,166 12,212,381
5,075,008 5,944,634
4,506,514 5,712,448
5,472,684 5,870,989
4,428,557 5,236,354
2,192,183 2,059,746
124,710,258 115,693,017
1,118,899,495 949,350,377
503,906,705 179,114,844
614,992,790 770,235,533
1,118,899,495 949,350,377




Notes to and forming part of the Unconsolidated Financial Statements
For the year ended December 31, 2018

47.1.5

47.1.6

47.2

Concentration of Advances

The bank top 10 exposures on the basis of total (funded and non-funded exposures) aggregated to Rs 329,887 million
(2017: 244,079 million) are as following:

2018 2017
------- (Rupees in '000) -------

Funded 202,225,292 151,828,373
Non Funded 127,661,689 92,250,648
Total Exposure 329,886,981 244,079,021

The sanctioned limits against these top 10 expsoures aggregated to Rs 377,954 million (2017: Rs 320,645 million).

Advances - Province / Region-wise Disbursement & Utilization

2018

Utilization
Province / Region Disburse- KPK Includi AJK includi
ments . . including . including
Punjab Sindh FATA Balochistan Islamabad Gilgit-Baltistan
(Rupees in '000)

Punjab 189,383,006 189,383,006 -
Sindh 182,227,010 - || 182,227,010 -
KPK including FATA 1,993,230 - - 1,993,230 -
Balochistan 316,817 - - - 316,817 - -
Islamabad 81,087,836 - - - - 81,087,836
AJK including Gilgit-Baltistan - - - - - -
Total 455,007,899 189,383,006 182,227,010 1,993,230 316,817 81,087,836

2017

Utilization
Province / Region Disburse- KPK includi AK includi
ts . . including . including
men Punjab Sindh FATA Balochistan Islamabad Gilgit-Baltistan
(Rupees in '000)

Punjab 133,494,133 133,494,133 -
Sindh 281,235,979 - 1] 281,235,979 -
KPK including FATA 1,025,076 - - 1,025,076 -
Balochistan 1,438,165 - - - 1,438,165 -
Islamabad 18,292,432 - - - - 18,292,432 -
AJK including Gilgit-Baltistan 18,311 - - - - - 18,311
Total 435,504,096 133,494,133 281,235,979 1,025,076 1,438,165 18,292,432 18,311
Market Risk

Market risk is the risk that the fair value of a financial instrument will fluctuate due to movements in market prices. It results
from changes in interest rates, exchange rates and equity prices as well as from changes in the correlations between them.
Each of these components of market risk consists of a general market risk and a specific market risk that is driven by the
nature and composition of the portfolio.

Measuring and controlling market risk is usually carried out at a portfolio level. However, certain controls are applied, where
necessary, to individual risk types, to particular books and to specific exposures. Controls are also applied to prevent any
undue risk concentrations in trading books, taking into account variations in price, volatility, market depth and liquidity.
These controls include limits on exposure to individual market risk variables as well as limits on concentrations of tenors
and issuers.
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47.21

47.2.2

Trading activities are centered in the Treasury and Capital Markets Group which facilitates clients and also runs proprietary
positions. The Bank is active in the cash and derivative markets for equity, interest rate and foreign exchange.

The Market and Treasury Risk division performs market risk management activities. Within this division, the Market Risk
Management unit is responsible for the development and review of market risk policies and processes, and is involved in
research, financial modelling and testing / implementation of risk management systems, while Treasury Middle Office is
responsible for implementation and monitoring of market risk and other policies, escalation of deviations to senior
management, and MIS reporting.

The functions of the Market Risk Management unit are as follows:
- To keep the market risk exposure within the Bank’s risk appetite as assigned by the BoD and the BRCC.

- To develop, review and upgrade procedures for the effective implementation of market risk management policies
approved by the BoD and BRCC.

- To review new product proposals and propose / recommend / approve procedures for the management of their market
risk. Various limits are assigned to different businesses on a product / portfolio basis. The products are approved
through product programs, where risks are identified and limits and parameters are set. Any transactions / products
falling outside these product programs are approved through separate transaction / product memos.

- To maintain a comprehensive database for performing risk analysis, stress testing and scenario analysis. Stress testing
activities are performed on a quarterly basis on both the Banking and Trading books.

Balance sheet split by trading and banking books

2018 2017
s T e TS o
(Rupees in '000)

Cash and balances with treasury banks 183,467,358 183,467,358 157,582,687 157,582,687
Balances with other banks 23,345,698 23,345,698 19,516,198 19,516,198
Lendings to financial institutions 33,941,546 33,941,546 10,867,531 - 10,867,531
Investments 684,810,713 101,564,613 786,375,326 366,163,020 725,623,606 1,091,786,626
Advances 715,936,731 715,936,731 627,358,836 627,358,836
Fixed assets 45,799,099 45,799,099 45,208,373 45,208,373
Intangible assets 1,757,033 1,757,033 996,191 996,191
Deferred tax assets 7,807,084 7,807,084 - -
Other assets 91,169,271 91,169,271 79,617,492 - 79,617,492

1,788,034,533 101,564,613  1,889,599,146  1,307,310,328 725,623,606 2,032,933,934

Foreign Exchange Risk

Foreign Exchange Risk is the risk that the fair value of a financial instrument will fluctuate due to changes in foreign
exchange rates. Exposures are monitored by currency to ensure that they remain within the established limits for each
currency. Exposures are also monitored on an overall basis to ensure compliance with the Bank’s SBP approved Foreign
Exchange Exposure Limit.

The Bank is an active participant in the cash and derivatives markets for currencies and carries currency risk from these
trading activities, conducted primarily by the Treasury and Capital Markets Group (TCM). These trading exposures are
monitored through prescribed stress tests and sensitivity analyses.

The Bank's reporting currency is the Pakistan Rupee, but its assets, liabilities, income and expenses are denominated in
multiple currencies. From time to time, TCM proactively hedges foreign currency exposures resulting from its market
making activities, subject to pre-defined limits.
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47.2.3

47.2.4

2018 2017

Foreign Foreign Off-balance Net foreign Foreign Foreign Off-balance sheet Net foreign

Currency Currency sheet items currency Currency Currency items currency exposure
Assets Liabilities exposure Assets Liabilities
(Rupees in '000)
Pakistan Rupee 1,528,881,285  1,332,249,233 (45447,911) 151,184,141  1,663,524,378  1,474,785,303 (30,679,274) 158,059,801
US Dollar 188,482,131 105,377,856 (83,674,639) (570,364) 213,845,211 114,777,825 (98,381,371) 686,015
Pound Sterling 908,675 25,083,810 24,503,084 327,949 1,705,174 19,910,188 18,563,742 358,728
Japanese Yen 26,277 8,804 (12,606) 4,867 1,196,948 1,182,636 (11,770) 2,542
Euro 1,172,096 7,178,589 6,049,138 42,645 2,767,898 9,587,369 6,959,689 140,218
UAE Dirham 128,464,510 211,071,317 80,270,598 (2,336,209) 102,898,239 193,641,497 89,151,353 (1,591,905)
Bahraini Dinar 13,581,751 25,327,298 12,252,900 507,353 13,708,941 22,243,314 9,037,609 503,236
Qatari Riyal 24,428,228 28,332,023 4,809,866 906,071 26,105,618 29,677,810 4,230,555 658,363
Other Currencies 3,654,193 3,700,268 1,249,570 1,203,495 7,181,527 7,820,945 1,129,467 490,049
1,889,599,146  1,738,329,198 - 151,269,948  2,032,933,934  1,873,626,887 - 159,307,047
2018 2017
Banking Trading Banking Trading
book book book book

(Rupees in '000)
Impact of 1% change in foreign exchange rates on
- Profit and loss account
+1% change - - - -
-1% change - - - -
- Other comprehensive income
+1% change (15,664) - (7,572) -
-1% change 15,664 - 7,572 -

Equity Position Risk

Equity position risk is the risk that the fair value of a financial instrument will fluctuate due to changes in the prices of
individual stocks or the levels of equity indices. The Bank’s equity book comprises of held for trading (HFT) and available
for sale (AFS) portfolios. The objective of the HFT portfolio is to make short-term capital gains, whilst the AFS portfolio is
maintained with a medium term view of earning both capital gains and dividend income. Product program manuals have
been developed to provide guidelines on the objectives and policies, risks and mitigants, limits and controls for the equity
portfolios of the Bank.

2018 2017
Banking Trading Banking Trading
book book book book
(Rupees in '000)

Impact of 5% change in equity prices on,
Other comprehensive income
+5% change 860,010 - 938,862 -
-5% change (860,010) - (938,862) -

Yield / Interest Rate Risk in the Banking Book (IRRBB) - Basel Il Specific

Interest rate risk is the risk that fair value of a financial instrument will fluctuate as a result of changes in interest rates,
including changes in the shape of yield curves. Interest rate risk is inherent in many of the Bank's businesses and arises
from mismatches between the contractual maturities or the re-pricing of on and off-balance sheet assets and liabilities. The
interest rate sensitivity profile is prepared on a quarterly basis based on the re-pricing or contractual maturities of assets
and liabilities.

Interest rate risk is monitored and managed by performing periodic gap analysis, sensitivity analysis and stress testing and
taking appropriate actions where required.

2018 2017
Banking Trading Banking Trading
book book book book
(Rupees in '000)

Impact of 1% change in interest rates on
- Profit and loss account

+1% change - 3,724,417 - 2,783,786

-1% change - (3,724,417) - (2,783,786)
- Other comprehensive income

+1% change 498,049 - - -

-1% change (498,049) - - -
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Notes to and forming part of the Unconsolidated Financial Statements
For the year ended December 31, 2018

48.

49.
49.1

49.2

50.
50.1

50.2
51.

NEW YORK BRANCH

As part of its global realignment strategy, UBL voluntarily closed its New York Branch (NY Branch) on January 28, 2019 and
surrendered the license to the New York State Department of Financial Services (NYDFS). The Bank had earlier ceased
commercial operations in its New York Branch in 2018 and has been providing US Dollar clearing services to its customers
through multiple correspondent banking relationships.

UBL and the NY Branch had entered into a Written Agreement (WA 2018) with the Board of Governors of the Federal
Reserve System (FRB) on July 2, 2018 upon termination of an earlier Written Agreement (WA 2013) dated October 28, 2013.
Meanwhile, UBL requested the NYDFS that UBL intends to surrender the license of its NY Branch and notified FRB as well.

In pursuance thereof, UBL surrendered the NY Branch’s license to NYDFS on January 28, 2019, in accordance with Section
605.11(c) of the New York Banking Law and the procedures prescribed by the NYDFS to facilitate an orderly liquidation of the
NY Branch. UBL’s NY Branch was thus closed as of January 28, 2019. As a result, costs including, among regular expenses,
additional legal and consultancy costs, and staff severance costs and contract termination charges related to the closure of
the Branch, the NY Branch incurred a net loss of Rs. 1,071.720 million for the year ended December 31, 2018 (2017: loss of
Rs. 18.138 million). At this stage there is no indication of any financial impact in respect of post closure related regulatory
matters including WA 2018.

UBL'’s decision to close the NY Branch was purely a commercial decision, which was taken after evaluating the commercial
viability of continuing the operations of NY Branch. There will be no material impact on UBL’s business related to Trade
Finance and other Forex business activities as UBL has established multiple correspondent banking relationships with the
renowned banks to provide continued U.S. dollar clearing services that were previously provided by the UBL’'s New York
branch.

NON-ADJUSTING EVENT AFTER THE BALANCE SHEET DATE

The Board of Directors in its meeting held on February 20, 2019 has proposed a cash dividend in respect of 2018 of Rs. 3 per
share (2017: Rs. 4 per share). In addition, the Directors have also announced a bonus issue of nil (2017: nil). These
appropriations will be approved in the forthcoming Annual General Meeting. The unconsolidated financial statements for the
year ended December 31, 2018 do not include the effect of these appropriations which will be accounted for in the
unconsolidated financial statements for the year ending December 31, 2019.

Finance Supplementary (Second Amendment) Bill, 2019 laid down before the National Assembly of Pakistan on January 23,
2019, amended the rate of Super tax noted in the earlier Finance Act, 2018 and prescribed a flat rate of 4% super tax for all
accounting years from 2017 to 2020. The changes proposed by the Bill are being deliberated and have not been enacted.

If the Bill is enacted in its proposed form, the potential impact of the revision in the rate of Super Tax for the accounting year
2017 would amount to Rs 1,650 million.

GENERAL

Comparatives

The comparative figures have been re-arranged and reclassified for comparison purposes. The significant reclassifications
have been disclosed below and in notes 5.1.1 and 5.1.3 of these unconsolidated financial statements:

Previously stated Reclassification Revised Amount
(Rupees in '000)

Lendings to Financial Institutions 33,664,174 (22,796,643) 10,867,531
Advances - net 604,562,193 22,796,643 627,358,836
Deposits 1,289,247,251 (16,459,427) 1,272,787,824
Bills Payable 13,388,316 16,459,427 29,847,743

Figures have been rounded off to the nearest thousand rupees unless otherwise stated.
DATE OF AUTHORIZATION

These financial statements were authorized for issue on February 20, 2019 by the Board of Directors of the Bank.

Aameer Karachiwalla

““A/ < M bt F—=(— )
Sima Kamil Amar Zafar Khan

Arshad Ahmad Mir Sir Mohammed Anwar Pervez, OBE, HPk

Chief Financial Officer President & Director Director Chairman

Chief Executive Officer
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Annexure ‘II’ as referred to in notes 2.3 and 10.7 of the Bank’s
Unconsolidated and Consolidated Financial Statements

1. ISLAMIC BANKING BUSINESS

The Bank operates 94 (2017: 93) Islamic Banking branches and 158 (2017: 156) Islamic Banking windows.

The statement of financial position of the Bank's Islamic Banking branches as at December 31 is as follows:

Note 2018 2017
--------- (Rupees in '000) ---------
ASSETS
Cash and balances with treasury banks 8,000,891 5,428,040
Balances with other banks 5,482,264 6,551,518
Due from financial institutions 1.1 10,066,732 3,694,215
Investments 1.2 30,746,758 25,401,968
Islamic financing and related assets 3 22,596,064 22,110,626
Fixed assets 337,390 299,825
Intangible assets 2,468 125
Due from Head Office - -
Other assets 285,392 421,843
Total Assets 77,517,959 63,908,160
LIABILITIES
Bills payable 430,122 400,973
Due to financial institutions 143,000 1,500,000
Deposits and other accounts 1.6 73,434,945 59,775,999
Due to Head Office 488,694 61,035
Other liabilities 492,291 327,658
74,989,052 62,065,665
NET ASSETS 2,528,907 1,842,495
REPRESENTED BY
Islamic Banking Fund 2,181,000 2,181,000
(Deficit) / Surplus on revaluation of assets (135,282) 23,997
Accumulated profit / (loss) 483,189 (362,502)
2,528,907 1,842,495

CONTINGENCIES AND COMMITMENTS 1.9
The profit and loss account of the Bank's Islamic Banking branches for the year ended December 31 is as follows:

2018 2017
--------- (Rupees in '000) ---------

Profit / return earned 1.10 4,450,933 2,885,492
Profit / return expensed 1.1 (2,193,959) (1,757,642)
Net profit / return 2,256,974 1,127,850
Other income

Fee and Commission Income 167,229 81,376
Foreign Exchange Income 842 18,143
Gain / (loss) on securities 499 (438)
Other Income 37,489 18,067
Total Other Income 206,059 117,148
Total Income 2,463,033 1,244,998
Operating expenses 1,610,066 984,160
Profit before provisions 852,967 260,838
Provisions and write-offs - net (7,276) (14,051)
Profit for the year 845,691 246,787
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Annexure ‘II’ as referred to in notes 2.3 and 10.7 of the Bank’s
Unconsolidated and Consolidated Financial Statements

11

1.2

1.21

1.3

Due from Financial Institutions

2018 2017
In Local In Forei.gn Total In Local In Forei.gn Total
Currency | Currencies Currency Currencies
(Rupees in '000
Call money lending 7,000,000 7,000,000 585,000 585,000
Bai Muajjal Receivable from other Financial Institutions 3,066,732 3,066,732 -
Bai Muajjal Receivable from State Bank of Pakistan - - 3,109,215 3,109,215
10,066,732 10,066,732 3,694,215 3,694,215
Investments by segments
2018 2017
Cost/ Provision Surolus / Carrvin Cost/ Provision
Amortised for p . rying Amortised for Surplus / (Deficit) Carrying Value
Lo (Deficit) Value Lo
cost diminution cost diminution
(Rupees in '000)
Federal Government Securities
-ljarah Sukuks 11,910,472 (135,282)] 11,775,190 | 15,945,263 23,997 15,969,260
-Bai muajjal with Govt. of Pakistan 121 8,300,566 - 8,300,566 - - -
20,211,038 (135,282) 20,075,756 15,945,263 23,997 15,969,260
Non Government Debt Securities
-Listed 150,000 150,000 - -
-Unlisted 10,521,002 10,521,002 | 9,432,708 9,432,708
10,671,002 - 10,671,002 9,432,708 - 9,432,708
Total Investments 30,882,040 (135,282) 30,746,758 25,377,971 23,997 25,401,968
Note 2018 2017
-------- (Rupees in '000) -------
Bai Muajjal with Government of Pakistan
Bai Muajjal Investment 11,420,000 -
Less: Deferred Income (3,119,434) -
Bai Muajjal Investment - net 8,300,566 -
Islamic financing and related assets
ljarah 14 446,792 490,963
Murabaha 1.5 742,302 720,017
Musharaka - 15,000,000
Diminishing Musharaka 19,902,278 4,358,154
Islamic Export Refinance scheme - Murabaha 126,849 -
Advances against Islamic assets
Advances against ljara 215,091 53,539
Advances for Diminishing Musharika 520,448 1,255,734
Advances for Murabaha 101,115 88,165
Advances for Murabaha - IERS 18,000 -
Advances for Istisna 48,321 -
Inventory related to Islamic financing
Istisna 13,411 -
Profit and other receivables against financings 557,643 234,234
Gross Islamic financing and related assets 22,692,250 22,200,806
Less: Provision against Islamic financings
- Specific (82,088) (81,671)
- General (14,098) (8,509)
(96,186) (90,180)
Islamic financing and related assets - net of provision 22,596,064 22,110,626
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Annexure ‘II’ as referred to in notes 2.3 and 10.7 of the Bank’s
Unconsolidated and Consolidated Financial Statements

14 ljarah
2018
Cost Accumulated Depreciation
At January | Additions / Dec:r;ber At January | Charge for | At December 31, Bo;) 1k[\)/:(|:u290?: at
1,2018 (deletions) 31,2018 1,2018 the year 2018
(Rupees in '000)
Plant & Machinery 613,754 105,983 510,676 272,321 131,598 215,764 294,912
(209,061) (188,155)
Vehicles 311,368 102,682 262,411 161,838 55,025 110,531 151,880
(151,639) (106,332)
Total 925,122 (152,035) 773,087 434,159 (107,864) 326,295 446,792
2017
Cost Accumulated Depreciation
At January | Additions / Dec:r;ber At January | Charge for | At December 31, Bo; 1"3’:;“: 021'; at
1,2017 (deletions) 31,2017 1,2017 the year 2017
(Rupees in '000)
Plant & Machinery 526,052 133,648 613,754 188,441 125,231 272,321 341,433
(45,946) (41,351)
Vehicles 513,735 6,456 311,368 230,499 72,593 161,838 149,530
(208,823) (141,254)
Total 1,039,787 (114,665) 925,122 418,940 15,219 434,159 490,963
Future ljarah payments receivable
2018 2017
Later than 1 Later than 1
Not later yearand | OverFive Not later year and .
than 1 year | less than 5 years Total than 1 year | less than 5 Over Five years Total
years years
(Rupees in '000)
ljarah rental receivables 225,343 233,144 - 458,487 254,209 220,449 - 474,658
Note 2018 2017
1.5 Murabaha e (Rupees in '000) -------
Murabaha financing 1.51 742,302 720,017
Inventory for Murabaha - -
Advances for Murabaha 101,115 88,165
843,417 808,182
1.5.1 Murabaha receivable - gross 1.5.2 742,302 720,017
Less: Deferred murabaha income 1.54 (13,943) (10,296)
Profit receivable shown in other assets (10,949) (5,372)
Murabaha financings 717,410 704,349
1.5.2 The movement in Murabaha financing during the year is as follows:
Opening balance 720,017 242,391
Sales during the year 2,155,327 1,423,257
Adjusted during the year (2,133,042) (945,631)
Closing balance 742,302 720,017
1.5.3 Murabaha sale price 742,302 720,017
Murabaha purchase price (717,411) (704,739)
24,891 15,278
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Annexure ‘II’ as referred to in notes 2.3 and 10.7 of the Bank’s
Unconsolidated and Consolidated Financial Statements

1.5.4

1.6

1.6.1

1.6.2

1.7

1.8

1.9

Deferred murabaha income
Opening balance

Arising during the year

Less: recognized during the year
Closing balance

Deposits

Customers
Current deposits
Savings deposits
Term deposits

Financial Institutions
Current deposits

Savings deposits
Term deposits

Composition of deposits

- Individuals

- Government / Public Sector Entities

- Banking Companies

- Non-Banking Financial Institutions

- Private Sector

2018

2017

-------- (Rupees in '000) -------

10,297 1,477
57,671 31,101
(54,025) (22,282)
13,943 10,296
2018 2017
In Local In Forelgn Total In Local In Forelgn Total
Currency | currencies Currency currencies
(Rupees in '000
30,443,547 991,080 31,434,627 25,776,371 680,759 26,457,130
14,925,879 - 14,925,879 11,839,659 - 11,839,659
6,776,543 - 6,776,543 982,345 - 982,345
52,145,969 991,080 53,137,049 38,598,375 680,759 39,279,134
1,768,824 1,768,824 34,506 34,506
11,144,072 11,144,072 17,952,360 17,952,360
7,385,000 7,385,000 2,509,999 2,509,999
20,297,896 - 20,297,896 20,496,865 - 20,496,865
72,443,865 991,080 73,434,945 59,095,240 680,759 59,775,999
2018 2017

-------- (Rupees in '000) -------

35,863,410 30,094,247
71,773 -
7,365,647 5,979,883
12,932,249 14,516,982
17,201,866 9,184,887
73,434,945 59,775,999

This includes deposits eligible to be covered under insurance arrangements in accordance with DPC Circular No. 04 dated
June 22, 2018 amounting to Rs 41,320.191 million (2017: Rs 31,325.716 million).

Charity Fund

Opening Balance

Additions during the period

Received from customers on account of delayed payment

Payments / utilization during the period

Health

Closing Balance

Islamic Banking Business Unappropriated Profit

Opening Balance

Add: Islamic Banking profit for the period

Closing Balance

Contingencies and commitments

- Guarantees
- Commitments

2018

2017

-------- (Rupees in '000) -------

121 648
2,976 793
2,976 793

(500) (1,320)
(500) (1,320)
2,597 121
(362,502) (609,289)
845,691 246,787
483,189 (362,502)
56,416 15,741
406,643 202,377
463,059 218,118
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Annexure ‘II’ as referred to in notes 2.3 and 10.7 of the Bank’s
Unconsolidated and Consolidated Financial Statements

2018 2017
Profit / Return Earned on Financing, Investments and Placement @~ weeeeee (Rupees in '000) -------
Profit earned on:
Financing 1,449,673 589,516
Investments 1,819,915 1,217,266
Placements 961,726 839,348
Rental Income from ljarah 219,619 239,362

4,450,933 2,885,492

Profit on Deposits and other Dues Expensed

Deposits and other accounts 2,182,712 1,693,806
Due to Financial Institutions 11,247 63,836
2,193,959 1,757,642

Disclosures for profit and loss distribution and pool management

UBL Ameen (the Mudarib) maintains following pools which accept deposits on the basis of Mudaraba from depositors
(Rabbulmaal). Pool funds are invested in Islamic modes of financing and investments. The profit earned on the pool is
therefore susceptible to the same market and credit risks as discussed in note 48 to the unconsolidated financial
statements.

Ameen Daily Munafa Account (ADMA) Pool

The ADMA pool consists of deposits for the ADMA product. The net return on the pool is arrived at after deduction of direct
costs from the gross return earned on the pool. From the net return, profit is paid to the Mudarib in the ratio of the
Mudarib’s equity in the pool to the total pool. The balance represents the distributable profit.

Special Pool(s)

Separate pool(s) are created where the customers desire to invest in high yield assets. These pool(s) rates are higher than
the general pool depending on the assets. In case of loss in special pool, the loss will be borne by the special pool
members. The net return on the pool is arrived at after deduction of direct costs from the gross return earned on the pool.
From the net return, profit is paid to the Mudarib in the ratio of the Mudarib’s equity in the pool to the total pool. The
balance represents the distributable profit.

Islamic Export Refinance Pool(s)

Specific pools are operated for funds acquired / accepted from the State Bank of Pakistan for Islamic Export Refinance to
the Bank's customers and liquidity management respectively under the Musharakah / Modaraba modes.

Treasury Pool(s)

Treasury Pools are managed on the basis of Musharakah, Mudarabah and Wakalah, wherein UBL Ameen and FI share
actual return earned by the pool according to pre-defined profit sharing ratio and Wakalah fee.

General Pool

The General pool consists of all other remunerative deposits. UBL Ameen (the Mudarib) accept deposits on the basis of
Mudaraba from depositors (Rabbulmaal). The net return on the pool is arrived at after deduction of direct costs from the
gross return earned on the pool. The entire net return after paying equity share to Mudarib is considered as distributable
profit of the pool.

For all pools, the Mudarib’s share is deducted from the distributable profit to calculate the profit to be allocated to
depositors. The allocation of the profit to various deposit categories is determined by the amount invested in that category
relative to the total pool, as well as by the weightage assigned to the various deposit categories.
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Annexure ‘II’ as referred to in notes 2.3 and 10.7 of the Bank’s
Unconsolidated and Consolidated Financial Statements

The Bank managed following pools during the year.

ADMA Pools
Special Pools
IERS Pools
Treasury Pools
Treasury Pools
Treasury Pools
General Pools

ADMA Pools
Special Pools
General Pools

2018
Proaf: Jate Averade Mudarib fee / | Average Percentage of Amount of
No of Pools Nature of weiahtages rofit rgte Profit Musharkah profit rate / | Mudarib share | Mudarib share
Pool anr?oun?:e- pearne d Sharing ratio | share / Wakala return transferred transferred
ment period Fee distributed | through Hiba | through Hiba
% % Rupees in '000 % % Rupees in '000
12 Mudarbaha Monthly 4.57% 50.00% 7,846 2.76% 20.80% 1,631
109 Mudarbaha Monthly 7.00% 10.90% 192,437 6.49% 33.80% 65,043
11 Musharkah Monthly 3.45% 71.58% 4,567 2.00% 0.00% -
3 Wakalah  As required 7.27% 17.78% 212 5.97% 0.00% -
2 Mudarbaha As required 717% 25.46% 325 5.86% 0.00% -
10 Musharkah As required 7.40% 17.23% 1,180 6.12% 0.00% -
12 Mudarbaha Monthly 6.37% 50.00% 455,725 3.76% 17.92% 81,647
2017
Proaf: Jate Average Mudarib fee / | Average Percentage of Amount of
No of Pools Nature of weiahtages rofit rgte Profit Musharkah profit rate / | Mudarib share | Mudarib share
Pool anr?oun?:e- pearne d Sharing ratio | share / Wakala return transferred transferred
ment period Fee distributed | through Hiba | through Hiba
% % Rupees in '000 % % Rupees in '000
12 Mudarbaha Monthly 4.28% 46.05% 4,753 2.55% 33.01% 1,569
72 Mudarbaha Monthly 6.25% 22.40% 341,515 5.50% 33.29% 113,692
12 Mudarbaha Monthly 5.98% 29.57% 248,070 3.52% 26.39% 65,476
2018 2017

Deployment of Mudaraba based deposits by class of business

Chemical and pharmaceuticals

Agri business

Textile
Sugar
Financial

Food industries

Engineering
Plastic
Individuals

Production and Transmission of energy
Government of Pakistan Securities

Others

------- (Rupees in '000) ------

650,754 769,053
1,226,202 1,513,718
365,599 65,769

- 15,173,178
15,486,630 9,765,643
516,697 505,996

- 788,210
169,124 151,298
1,134,008 1,220,035
26,712,710 10,598,235
20,023,620 15,969,260
1,768,268 686,414
68,053,612 57,206,809
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Annexure ‘lII’ as referred to in Note 11.6 of the Bank’s
Unconsolidated Financial Statements

Disposals of operating fixed assets during the year 2018

Cost Accuml.xla.ted Book value Sale N!ode of Particulars of Buyers
depreciation proceeds disposal

el (3111 1 1 [11) IO
Items having book value of more
than Rs. 250,000 or cost of more than Rs. 1,000,000

Land & Building

Leasehold Land 13,256 17 13,239 14,000
13,256 17 13,239 14,000 Auction Various Buyers
Vehicles
Accord 2017 4,155 724 3,431 2,089 Auction Alfuttaim Automall
Land Cruiser 2013 8,241 8,241 - 3,084 Auction Alfuttaim Automall
Land Cruiser 2017 8,887 4,449 4,438 5,214 Auction Alfuttaim Automall
Mercedes 15,689 15,689 - 1,890 Auction Al Asaad
Mercedes Benz E 200 11,830 6,743 5,087 4,800 Insurance UBL Insurers Ltd
Mercedes Benz E 200 11,830 6,388 5,442 6,500 Buy Back  Asim Igbal
Mercedes Benz E 200 11,830 6,921 4,910 4,910 Buy Back Bagar Muzaffar-Staff
Mercedes Benz E 200 9,422 8,480 942 1,884 Buy Back  Zia ljaz - Staff
Mercedes E300 7,372 6,389 983 1,840 Auction Al Asaad
Toyota Corolla 2,457 1,451 1,005 1,121 Auction Mohammed Waseem
Toyota Corolla 1,649 1,484 165 1,110 Auction Saif ullah Quershi
Toyota Corolla 1,649 1,484 165 1,250 Insurance UBL Insurer
Toyota Corolla 1,569 1,412 157 1,246 Auction Ghulam Habib
Toyota Corolla 1,502 1,502 - 1,086 Auction Wasim Mirza
Toyota Corolla 1,502 1,502 - 1,170 Auction Khalid Anwar
Toyota Corolla 1,370 1,233 137 938 Auction Ghulam Mustafa Quershi
100,954 74,092 26,862 40,132

Electrical, office and computer equipment

Generator 1,458 1,458 - 25 Auction Various Buyers
Generator 1,410 1,410 - 3 Auction Various Buyers
Generator 1,382 1,382 - 25 Auction Various Buyers
Generator 1,364 1,364 - 100 Auction Various Buyers
Generator 1,305 1,305 - 150 Auction Various Buyers
Generator 1,290 1,290 - 50 Auction Various Buyers
Generator 1,282 1,282 - 25 Auction Various Buyers
Generator 1,269 1,269 - 200 Auction Various Buyers
Generator 1,243 1,243 - 100 Auction Various Buyers
Generator 1,226 1,226 - 26 Auction Various Buyers
Generator 1,226 1,226 - 3 Auction Various Buyers
Generator 1,203 1,203 - 5 Auction Various Buyers
Generator 1,195 1,195 - 50 Auction Various Buyers
Generator 1,191 1,191 - 50 Auction Various Buyers
Generator 1,189 1,189 - 5 Auction Various Buyers
Generator 1,170 1,170 - 50 Auction Various Buyers
Generator 1,152 1,152 - 800 Auction Omni Agent
Generator 1,151 1,151 - 1 Auction Various Buyers
Generator 1,112 1,112 - 100 Auction Various Buyers
Generator 1,094 1,094 - 200 Auction Various Buyers
Generator 1,088 1,088 - 3 Auction Various Buyers
Generator 1,085 1,085 - 56 Auction Various Buyers
Generator 1,033 1,033 - 5 Auction Various Buyers
Generator 1,023 1,023 - 136 Auction National Traders
Generator 1,006 1,006 - 136 Auction National Traders
Generator 1,003 1,003 - 136 Auction National Traders
Generator 1,002 1,002 - 136 Auction National Traders
Atm Machine 1,064 1,064 - 65 Auction NCR Corporation
Atm Machine 1,064 1,064 - 65 Auction NCR Corporation
34,280 34,280 - 2,706

Items having book value of less
than Rs. 250,000 and cost of less than Rs. 1,000,000
Others 664,466 621,396 43,070 71,652

Total 812,956 729,785 83,171 128,490
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A.F. Ferguson & Co. KPMG Taseer Hadi & Co.

Chartered Accountants Chartered Accountants
State Life Building No. 1-C Sheikh Sultan Trust Building
I.I. Chundrigar Road No. 2, Beaumont Road
Karachi-74000 Karachi, 75530

INDEPENDENT AUDITORS’ REPORT
To the members of United Bank Limited
Opinion

We have audited the annexed consolidated financial statements of United Bank Limited and its
subsidiaries (the Group), which comprise the consolidated statement of financial position as at December
31, 2018, and the consolidated profit and loss account, the consolidated statement of comprehensive
income, the consolidated statement of changes in equity and the consolidated cash flow statement for the
year then ended, and notes to the consolidated financial statements, including a summary of significant
accounting policies and other explanatory information.

In our opinion, consolidated financial statements give a true and fair view of the consolidated financial
position of the Group as at December 31, 2018, and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with the accounting and reporting
standards as applicable in Pakistan.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as applicable in
Pakistan. Our responsibilities under those standards are further described in the Auditors’ Responsibilities
for the Audit of the Consolidated Financial Statements section of our report. We are independent of
the Group in accordance with the International Ethics Standards Board for Accountants’ Code of Ethics
for Professional Accountants as adopted by the Institute of Chartered Accountants of Pakistan (the
Code), and we have fulfilled our other ethical responsibilities in accordance with the Code. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters.

Following are the Key audit matters:

S.No. Key audit matters How the matter was addressed in our audit

1 Provision against advances
(Refer note 10 to the consolidated financial statements)

The Group makes provision against advances on a time Our audit procedures to verify provision against
based criteria that involves ensuring all non-performing advances, amongst others, included the following:
loans and advances are classified in accordance with the
ageing criteria specified in the Prudential Regulations ) .

operating effectiveness of key controls

(PRs) issued by the State Bank of Pakistan (SBP). established by the Group to identify loss events

In addition to the above time based criteria the PRs ~ and for determining the extent of provisioning
require a subjective evaluation of the credit worthiness of|  required against non-performing advances.
borrowers to determine the classification of advances.

= We reviewed the design and tested the

The testing of controls included testing of:
The PRs also require the creation of general provision for| . gutomated (IT system based) controls over

the consumer portfolio. correct classification of non-performing

Provision against advances of overseas branches and advances on time based criteria;

subsidiaries is made as per the requirements of the  « controls over monitoring of advances with
respective regulatory regimes. higher risk of default and correct classification
of non-performing advances on subjective

The Group has recognized a net provision against criteria:

advances amounting to Rs. 11,197.132 million in the
consolidated profit and loss account in the current year.
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S.No. Key audit matters

As at December 31, 2018, the Group holds a provision of
Rs 61,020.611 million against advances.

The determination of provision against advances based
on the above criteria remains a significant area of
judgement and estimation. Because of the significance of
the impact of these judgements / estimations and the
materiality of advances relative to the overall
consolidated statement of financial position of the Group,
we considered the area of provision against advances as
a key audit matter.

2 Valuation of investments
(Refer note 9 to the consolidated financial statements)

The carrying value of investments held by the Group Our
amounted to Rs. 831,159.100 million, which constitutes investments,

How the matter was addressed in our audit

= controls over accurate computation and
recording of provisions; and

= controls over the governance and approval

process related to provisions, including
continuous reassessment by the
management.

In accordance with the regulatory requirement,
we sampled and tested at least sixty percent of
the total advances portfolio and performed the
following substantive procedures for sample
loan accounts:;

= verified repayments of advances / mark-up
installments and checked that non-performing
advances have been correctly classified and
categorized based on the number of days
overdue.

= examined watch list accounts and, based on
review of the individual facts and
circumstances, discussions with management
and our assessment of financial conditions of
the borrowers, formed a judgement as to
whether classification of these accounts as
performing was appropriate.

We checked the accuracy of specific provision
made against non-performing advances and of
general provision made against consumer
finance by recomputing the provision amount in
accordance with the criteria prescribed under
the PRs;

Where the management has not identified
indicators displaying impairment, we reviewed
the credit history, account movement, financial
ratios, report on security maintained and
challenged the management’'s assessment
based on our review of the credit file; and

We issued instructions to auditors of those
overseas branches and subsidiaries which were
selected for audit, highlighting ‘Provision against
advances’ as a significant risk. The auditors of
those branches and subsidiaries performed
audit procedures to check compliance with
regulatory requirements and reported the results
thereof to us.

audit procedures

amongst

to verify valuation of
others, included the

41.51% of the Group’s total assets as at December 31, following:

2018.

The significant portion of the investments comprise of
equity, debt and government securities.

Investments, other than associates, are carried at cost /| =
amortised cost or fair value in accordance with the
Group’s accounting policy relating to their recognition.
Investments in associates are accounted for using the
equity method of accounting. Provision against
investments is made based on impairment policy of the
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Assessed the design and tested the operating
effectiveness of key controls in place relating to
valuation of investments;

Checked on a test basis the valuation of
investments in the portfolio, as recorded in the
general ledger, to supporting documents,
financial statements of associates, externally
quoted market prices and break-up values;



S.No.

Key audit matters

Group which includes both objective and subjective
factors.

We identified assessing the carrying value of the
investment as a key audit matter because of its
significance to the consolidated financial statements and
because assessing the key impairment assumptions
involves a significant degree of management judgment.

Retirement benefit obligations
(Refer note 41 to the consolidated financial statements)

United Bank Limited (the Bank) operates various defined
retirement benefit schemes for its employees.

Uncertainty arises as a result of estimates made in
respect of verification of employees, long term trends and
market conditions, including demographic and financial
variables, to determine the value based on the Bank’s
expectations of the future. As a result, the actual liability
may be significantly different to that recognised on the
statement of financial position since small changes to the
assumptions used materially affects the valuation.

The provision for employee retirement benefits includes
liability in respect of pension payable to eligible
employees. During the year, the Honorable Supreme
Court of Pakistan announced a judgement based on a
proposal submitted by banks, including United Bank
Limited, in which it raised the minimum monthly pension
of employees. In accordance with the judgement of the
Honorable Supreme Court of Pakistan, the Bank has
commenced pension payments from the date of the
judgement.

We focused on this area as a key audit matter because
the judgement of the Honorable Supreme Court of
Pakistan in relation to pension was a significant
development during the year. Also, the whole subject of
valuation of retirement benefit obligations is complex and
requires significant judgment in choosing appropriate
actuarial assumptions including the involvement of
management’s experts.

Change in format of the financial statements
(Refer note 5.1.3 to the consolidated financial
statements)

The State Bank of Pakistan (SBP) has amended the
format of annual financial statements of banks. All banks
are directed to prepare their annual financial statements
on the revised format effective from the accounting year
ending December 31, 2018. Accordingly, the Group has
prepared these consolidated financial statements on the
new format prescribed by the SBP.

How the matter was addressed in our audit

Obtained independent confirmations for verifying
the existence of the investment portfolio as at
December 31, 2018 and reconciled it with the
books and records of the Group. Where such
confirmations were not available, alternate
procedures were performed;

Evaluated the Group’s assessment of available
for sale and held to maturity financial assets for
any additional impairment in accordance with the
accounting and reporting standards as applicable
in Pakistan and performed an independent
assessment of the assumptions and conclusions;
and

Considered the Group’s disclosures of
investments in accordance  with  the
requirements of the accounting and reporting
standards as applicable in Pakistan.

Our audit procedures to assess the determination
of defined retirement benefit obligations, amongst
others, included the following:

Tested the fair value of the scheme’s assets;

Independently verified, on a test basis, the
Bank's data used by the actuary in the
calculation;

Engaged an independent actuarial expert to
assess the reasonableness of management’s
key assumptions and actuarial calculations;

Reviewed Board minutes where the pension
matter was specifically discussed to assess
appropriateness of conclusions reached; and

Assessed the disclosure made on this matter in

the consolidated financial statements to
determine  whether it complied with the
accounting and reporting standards as

applicable in Pakistan.

Our audit procedures to ensure compliance with
the requirements of the SBP’s amended format of
annual financial statements for banks included the
following:

considered the management's process to
identify the changes required in the consolidated
financial statements to comply with the new
format; and
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S.No. Key audit matters How the matter was addressed in our audit

As part of this transition to the new requirements, the e obtained relevant underlying supports relating to
management performed a gap analysis to identify| changes required in the consolidated financial
differences between the previous and current format. The|  statements consequent to the adoption of the
adoption of new format required certain recognition new format to assess their appropriateness and
requirements, reclassification of comparative information verified them on a test basis.

and also introduced additional disclosure requirements.

In view of the significant impact of the first time adoption

of the revised format on these consolidated financial

statements, we considered this as a key audit matter.

Information Other than the Unconsolidated and Consolidated Financial Statements and Auditors’
Reports Thereon

Management is responsible for the other information. The other information comprises the information
included in the Annual Report, but does not include the unconsolidated and consolidated financial
statements and our auditors’ reports thereon.

Our opinion on the consolidated financial statements does not cover the other information and we do not
express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit or otherwise appears to be
materially misstated. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We have nothing to report in
this regard.

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

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with accounting and reporting standards as applicable in Pakistan and
Companies Act, 2017 and for such internal control as management determines is necessary to enable the
preparation of consolidated financial statements that are free from material misstatement, whether due to
fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless management either intends to liquidate the Group or
to cease operations, or has no realistic alternative but to do so.

The Board of Directors is responsible for overseeing the Group’s financial reporting process.
Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditors’
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with ISAs as applicable in Pakistan will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise professional judgment
and maintain professional skepticism throughout the audit. We also:

= Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The
risk of not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control.
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= Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group’s internal control.

= Evaluate the appropriateness of accounting policies used and the reasonableness of accounting .
estimates and related disclosures made by management.

= Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Group’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditors’ report to the related disclosures in the consolidated financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditors’ report. However, future events or conditions
may cause the Group to cease to continue as a going concern.

= Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

= Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and performance of the group audit.
We remain solely responsible for our audit opinion.

We communicate with the Board of Directors regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control
that we identify during our audit.

We also provide the Board of Directors with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters
that may reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with the Board of Directors, we determine those matters that were of
most significance in the audit of the consolidated financial statements of the current period and are
therefore the key audit matters. We describe these matters in our auditors’ report unless law or
regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report because the adverse consequences of
doing so would reasonably be expected to outweigh the public interest benefits of such communication.

The engagement partners on the audit resulting in this independent auditors’ report are Salman Hussain
(A. F. Ferguson & Co.) and Amyn Malik (KPMG Taseer Hadi & Co.).

e quQm_ e & G

A. F. Ferguson & Co. KPMG Taseer Hadi & Co.
Chartered Accountants Chartered Accountants
Karachi Karachi

Dated: February 28, 2019 Dated: February 28, 2019
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Consolidated Statement of Financial Position

As at December 31, 2018

ASSETS

Cash and balances with treasury banks
Balances with other banks

Lendings to financial institutions
Investments

Advances

Fixed assets

Intangible assets

Deferred tax assets

Other assets

LIABILITIES

Bills payable

Borrowings

Deposits and other accounts

Liabilities against assets subject to finance lease
Subordinated debts

Deferred tax liabilities

Other liabilities

NET ASSETS

REPRESENTED BY:

Share capital

Reserves

Surplus on revaluation of assets
Unappropriated profit

Total equity attributable to the equity holders of the Bank

Non-controlling interest

CONTINGENCIES AND COMMITMENTS

Note

16
17
18
19
20
13
21

22

23

24

25

2018 2017 2016
Restated Restated
(Rupees in ‘000)

187,915,671 161,119,170 133,467,502
41,747,060 35,549,112 32,267,304
35,346,551 13,097,277 27,027,006

831,159,100 1,124,921,300 838,262,274

754,551,722 665,303,363 546,239,726
50,898,280 49,230,901 38,208,734

1,876,094 1,153,176 1,090,193
6,685,952 - -
92,312,444 80,538,689 68,260,888

2,002,492,874

2,130,912,988

1,684,823,627

27,272,967
279,918,125
1,448,324,041
10,000
9,000,000

69,343,882

29,852,405
517,082,159
1,349,698,487
4,375
2,980,466
56,801,334

37,285,182
205,865,131
1,220,265,446
3,558
5,230,571
52,444,515

1,833,869,015

1,956,419,226

1,521,094,403

168,623,859 174,493,762 163,729,224
12,241,798 12,241,798 12,241,798
60,078,870 47,203,516 42,615,188
16,992,906 33,146,476 35,319,489
73,749,955 76,410,128 68,939,008

163,063,529 169,001,918 159,115,483

5,560,330 5,491,844 4,613,741

168,623,859 174,493,762 163,729,224

The annexed notes 1 to 53 and annexures |, Il and Ill form an integral part of these consolidated financial statements.

L
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Aameer Karachiwalla
Chief Financial Officer President &

Chief Executive Officer
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Consolidated Profit and Loss Account
For the year ended December 31, 2018
Note 2018 2017

Restated
------ (Rupees in ‘000) ------

Mark-up / return / interest earned 27 117,363,124 110,579,895
Mark-up / return / interest expensed 28 59,115,489 52,487,753
Net mark-up / interest income 58,247,635 58,092,142
Non mark-up / interest income

Fee and commission income 29 15,886,753 14,831,990
Dividend income 1,683,678 1,733,757
Foreign exchange income 3,662,854 2,150,117
(Loss) / income from derivatives (87,716) 32,793
Gain on securities - net 30 4,484,066 4,799,893
Other income 31 1,014,156 747,535
Total non mark-up / interest income 26,643,791 24,296,085
Total income 84,891,426 82,388,227

Non mark-up / interest expenses

Operating expenses 32 42,492,994 38,455,334
Workers' Welfare Fund 33 (2,163,314) 814,699
Other charges 34 114,798 59,688
Total non mark-up / interest expenses 40,444,478 39,329,721
Share of profit of associates 9.9.1 699,294 459,702
Profit before provisions 45,146,242 43,518,208
Provisions and write offs - net 35 13,101,543 2,628,801
Extra ordinary / unusual item - charge in respect of
pension liability 36 6,657,216 -

Profit before taxation 25,387,483 40,889,407
Taxation 37 10,337,929 14,934,403
Profit after taxation 15,049,554 25,955,004

Attributable to:

Equity holders of the Bank 15,483,051 25,948,717

Non-controlling interest (433,497) 6,287
15,049,554 25,955,004
------------ (Rupees) -====-=-----

Earnings per share - basic and diluted 38 12.65 21.20

The annexed notes 1 to 53 and annexures |, Il and Il form an integral part of these consolidated financial statements.

““A/ < M bt F—=(— )
Sima Kamil Amar Zafar Khan

Aameer Karachiwalla Arshad Ahmad Mir Sir Mohammed Anwar Pervez, OBE, HPk
Chief Financial Officer President & Director Director Chairman
Chief Executive Officer
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Consolidated Statement of Comprehensive Income
For the year ended December 31, 2018

2018 2017
Restated
------- (Rupees in '000) -------

Profit after tax for the year attributable to:

Equity holders of the Bank 15,483,051 25,948,717
Non-controlling interest (433,497) 6,287
15,049,554 25,955,004

Other comprehensive income
Items that may be reclassified to profit and loss account in subsequent periods

Effect of translation of net investment in foreign branches and subsidiaries

Equity holders of the Bank 11,379,285 2,031,733
Non-controlling interest 831,443 668,725
12,210,728 2,700,458
Movement in deficit on revaluation of investments - net of tax
Equity holders of the Bank (16,127,636) (8,707,466)
Non-controlling interest (664,719) 163,878
(16,792,355) (8,543,588)
(4,581,627) (5,843,130)
Items that will not be reclassified to profit and loss account in subsequent periods
Remeasurement (loss) / gain of defined benefit obligations - net of tax
Equity holders of the Bank (373,837) (58,029)
Non-controlling interest 14,137 42,655
(359,700) (15,374)
Movement in surplus on revaluation of fixed assets - net of tax
Equity holders of the Bank 38,913 6,584,350
Non-controlling interest 321,929 131,399
360,842 6,715,749
Movement in surplus on revaluation of non-banking assets - net of tax (6,672) 2,118
(5,530) 6,702,493
Total comprehensive income for the year 10,462,397 26,814,367
Attributable to:
Equity holders of the Bank 10,393,104 25,801,423
Non-controlling interest 69,293 1,012,944
10,462,397 26,814,367

The annexed notes 1 to 53 and annexures |, Il and Ill form an integral part of these consolidated financial statements.

““A/ < M bt F—=(— )
Sima Kamil Amar Zafar Khan

Aameer Karachiwalla Arshad Ahmad Mir Sir Mohammed Anwar Pervez, OBE, HPk
Chief Financial Officer President & Director Director Chairman
Chief Executive Officer
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Consolidated Statement of Changes in Equity

For the year ended December 31,

Balance as at December 31, 2016 - as
previously reported

Reclassification of surplus to equity (note 5.1.3)
Balance as at December 31, 2016 - as restated

Total comprehensive income for the year ended
December 31, 2017 - as restated

Profit after taxation for the year ended
December 31, 2017 - as restated
Other comprehensive income - net of tax - as restated

Total comprehensive income for the year ended
December 31, 2017 - as restated

Ordinary dividend relating to Non-controlling shareholders

Transfer from surplus on revaluation of fixed assets
to unappropriated profit - net of tax
Transfer to statutory reserve

Transactions with owners for the year ended
December 31, 2017

Final cash dividend - December 31, 2016 declared
subsequent to the vear end at Rs.4.0 per share

Interim cash dividend - March 31, 2017 declared
at Rs.3.0 per share

Interim cash dividend - June 30, 2017 declared
at Rs.3.0 per share

Interim cash dividend - September 30, 2017
at Rs.3.0 per share

Balance as at December 31, 2017 (Restated)

Change in accounting policy as at
January 1, 2018 - note 5.1.2

Balance as at January 1, 2018 (Restated)

Total comprehensive income for the year ended
December 31, 2018

Profit after taxation for the year ended December 31, 2018

Other comprehensive income - net of tax

Total comprehensive income for the year ended
December 31, 2018

Ordinary dividend relating to Non-controlling shareholders

Transfer from surplus on revaluation of fixed assets
to unappropriated profit - net of tax

Transfer to statutory reserve

Transactions with owners for the year ended
December 31, 2018

Final cash dividend - December 31, 2017 declared
subsequent to the year end at Rs.4.0 per share

Interim cash dividend - March 31, 2018 declared
at Rs.3.0 per share

Interim cash dividend - June 30, 2018 declared
at Rs.3.0 per share

Interim cash dividend - September 30, 2018
declared at Rs.2.0 per share

Balance as at December 31, 2018

2018

Attributable to equity shareholders of the Bank

Capital Surplus/(Deficit) on revaluation of Non-

. General Statutory reserve - . Unappro- controlling Total

Share Capital reserve reserve Exchange | Investments |Fixed Assets Non Banking priated profit Sub total Interest
h Assets
translation
(Rupees in '000)

12,241,798 3,000 27,300,858 15,311,330 - - - 68,939,008 123,795,994 4,227,693 128,023,687

- - - - 14,604,825 20,604,254 110,410 - 35,319,489 386,048 35,705,537
12,241,798 3,000 27,300,858 15,311,330 14,604,825 20,604,254 110,410 68,939,008 159,115,483 4,613,741 163,729,224

- - - - - - - 25,948,717 | 25,948,717 6,287 | 25,955,004

- - - 2,031,733 | (8,707,466)| 6,584,350 2,118 (58,029) (147,294)| 1,006,657 859,363

- - - 2,031,733 (8,707,466) 6,584,350 2,118 25890,688 25801423 1,012,944 26,814,367

- - - - - - - - - (135,493) (135,493)

- - - - - (52,015) - 51,363 (652) 652 -

- - 2,556,595 - - - - (2,556,595) - - -

- - - - - - - (4,896,719)| (4,896,719) - (4,896,719)

- - - - - - - (3,672,539)| (3,672,539) - (3,672,539)

- - - - - - - | (3672,539)| (3672539) - | (3672539

- - - - - - - (3,672,539)| (3,672,539) - (3,672,539)

- - - - - - - (15,914,336) (15,914,336) - (15,914,336)
12,241,798 3,000 29,857,453 17,343,063 5,897,359 27,136,589 112,528 76,410,128 169,001,918 5,491,844 174,493,762

- - - - - - - (1,640,563)  (1,640,563) - (1,640,563)
12,241,798 3,000 29,857,453 17,343,063 5,897,359 27,136,589 112,528 74,769,565 167,361,355 5,491,844 172,853,199

- - - - - - - 15,483,051 | 15,483,051 (433,497)| 15,049,554

- - - 11,379,285 |(16,127,636) 38,913 (6,672)]  (373,837)] (5,089,947)] 502,790 | (4,587,157)

- - - 11,379,285 (16,127,636) 38,913 (6,672) 15,109,214 10,393,104 69,293 10,462,397

- - - - - - - - - (1,581) (1,581)

- - - - - (58,175) - 57,401 (774) 774 -

- - 1,496,069 - - - - (1,496,069) - - -

- - - - - - - (4,896,719)| (4,896,719) - (4,896,719)

- - - - - - - (3,672,539)| (3,672,539) - (3,672,539)

- - - - - - - | (3672,539)| (3,672,539) - | (3672539

- - - - - - - (2,448,359)| (2,448,359) - (2,448,359)

- - - - - - - (14,690,156) (14,690,156) - (14,690,156)
12,241,798 3,000 31,353,522 28,722,348 (10,230,277) 27,117,327 105,856 73,749,955 163,063,529 5,560,330 168,623,859

The annexed notes 1 to 53 and annexures |, Il and Ill form an integral part of these consolidated financial statements.
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President &

Chief Financial Officer

Chief Executive Officer

Arshad Ahmad Mir

Director Director

Sir Mohammed Anwar Pervez, OBE, HPk
Chairman

Annual Report 2018 | 167



Consolidated Cash Flow Statement
For the year ended December 31, 2018

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

Share of profit of associates

Adjustments:
Depreciation on fixed assets
Depreciation on Islamic financing against leased assets (ljarah)
Amortization
Workers' Welfare Fund
Provision for retirement benefits
Charge for compensated absences
Provision against loans and advances - net
Reversal of provision against lendings to financial institutions - net
Provision for diminution in value of investments - net
Reversal of provision in respect of investments disposed off during the year
Charge / (reversal) against off balance sheet items
Gain on sale of fixed assets - net
Gain on sale of ijarah assets - net
Bad debts written off directly
Unrealized gain on revaluation of investments classified as held for trading
Finance charges on leased assets
Other provisions / write offs
Provision against other assets - net

(Increase) / decrease in operating assets
Lendings to financial institutions
Held for trading securities
Advances
Other assets (excluding advance taxation)

Increase / (decrease) in operating liabilities
Bills payable
Borrowings
Deposits and other accounts
Other liabilities (excluding current taxation)

Payments on account of staff retirement benefits
Income taxes paid
Net cash flows (used in) / from operating activities

CASH FLOW FROM INVESTING ACTIVITIES
Net investments in available for sale securities
Net investments in held to maturity securities
Net investments in associates
Dividend income received
Investment in fixed assets
Investment in Intangible assets
Sale proceeds from disposal of fixed assets
Sale proceeds from disposal of ijarah assets
Exchange differences on translation of net investment in
foreign branches and subsidiaries attributable to:
- Equity holders of the Bank
- Non-controlling interest
Net cash flows from / (used in) investing activities

CASH FLOW FROM FINANCING ACTIVITIES
Payment in respect of leased obligation
Receipts of subordinated debts

Dividends paid to:

- Equity holders of the Bank

- Non-controlling interest

Net cash flows used in financing activities

Increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

Note 2018 2017
Restated
----------- (Rupees in '000) -----------
25,387,483 40,889,407
(1,683,678) (1,733,757)
(699,294) (459,702)
23,004,511 38,695,948
2,466,344 2,151,157
186,623 197,824
562,568 436,392
(2,163,314) 814,699
7,461,772 820,115
141,698 24,687
10,652,370 1,877,257
(57,600) (8,260)
1,831,048 719,845
(599,110) (55,525)
463,300 (599,097)
(42,662) (57,983)
(1,754) (96)
130,830 187,443
(8,524) (2,207)
- 570
75,072 147,954
6,523 303,659
21,105,184 6,958,434
44,109,695 45,654,382
(22,191,674) (401,074)
3,514,443 (96,681,848)
(100,284,394) (107,059,262)
(4,855,536) (2,680,271)
(123,817,161) (206,822,455)
(2,579,438) 1,633,966
(237,164,034) 311,217,028
98,625,554 120,366,298
12,335,395 1,451,657
(128,782,523) 434,668,949
(208,489,989) 273,500,876
(6,418,588) (1,270,181)
(18,947,962) (19,570,676)
(233,856,539) 252,660,019

233,876,065 (199,190,229)
29,749,485 (8,969,936)
(26,806) 4,193,675
1,711,181 1,768,502
(3,817,074) (6,398,011)
(1,253,605) (366,945)
128,578 81,186
67,966 72,260
11,379,285 2,031,733
831,443 668,725
272,646,518 (206,109,040)
5,625 (2,078)
9,000,000 -
(14,799,574) (15,479,932)
(1,581) (135,493)
(5,795,530) (15,617,503)
32,994,449 30,933,476
196,668,282 165,734,806

39

229,662,731

—106.668.282

The annexed notes 1 to 53 and annexures |, Il and Ill form an integral part of these consolidated financial statements.
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Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2018

1.

STATUS AND NATURE OF BUSINESS
The "Group" consists of:

- Holding Company

United Bank Limited (the Bank) is a banking company incorporated in Pakistan and is engaged in commercial banking
and related services. The Bank's registered office and principal office are situated at UBL Building, Jinnah Avenue,
Blue Area, Islamabad and at UBL Head Office, I. I. Chundrigar Road, Karachi respectively. The Bank operates 1,364
(December 31, 2017: 1,361) branches inside Pakistan including 94 (December 31, 2017: 93) Islamic Banking
branches and 2 (December 31, 2017: 2) branches in Export Processing Zones. The Bank also operates 15 (December
31, 2017: 18) branches outside Pakistan. The Bank is a subsidiary of Bestway (Holdings) Limited and Bestway
(Holdings) Limited is a wholly owned subsidiary of Bestway Group Limited which is incorporated in the United
Kingdom.

The Bank's ordinary shares are listed on Pakistan Stock Exchange. Its Global Depository Receipts (GDRs) are on the
list of the UK Listing Authority and the London Stock Exchange Professional Securities Market. These GDRs are also
eligible for trading on the International Order Book System of the London Stock Exchange. Further, the GDRs
constitute an offering in the United States only to qualified institutional buyers in reliance on Rule 144A under the US
Securities Act of 1933 and an offering outside the United States in reliance on Regulation S.

- Subsidiary companies

- United National Bank Limited (UBL UK) - 55% holding (2017: 55% holding)

UBL UK is an authorized banking institution incorporated in the United Kingdom. UBL UK was formed in 2001 from
the merger of the UK branches of United Bank Limited and National Bank of Pakistan. The principal activities of
UBL UK are to provide retail banking services through its branch network in major cities of the UK, wholesale
banking and treasury services to financial institutions and trade finance facilities to businesses of all sizes. United
National Bank Limited operates under the trade name United Bank UK.

- UBL (Switzerland) AG (USAG) -100% holding (2017: 100% holding)

UBL (Switzerland) AG is a commercial bank owned by the Bank. Founded in 1967, its main activities are in credit
operations and trade financing. UBL (Switzerland) AG previously operated under the name, United Bank AG
Zurich.

- United Executors and Trustees Company Limited, Pakistan - 100% holding (2017: 100% holding)

United Executors and Trustees Company Limited ("UET" or the Company) was incorporated in Pakistan in 1965 as
an unlisted public limited company. The registered office of the Company is situated at State Life Building No. 1,
I.I. Chundrigar Road, Karachi. Currently, the Company is engaged in the business of investments.

- UBL Fund Managers Limited, Pakistan - 98.87% holding (2017: 99.87% holding)

UBL Fund Managers Limited (UBL FM or the Company) was incorporated as a unlisted public limited company in
Pakistan on April 3, 2001. The Company is licensed to carry out Asset Management and Investment Advisory
Services under the Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003 and the Non-
Banking Finance Companies and Notified Entities Regulations, 2008. The principal activities of the Company are
floating and managing mutual funds and providing investment advisory services. The registered office of the
Company is situated at STSM Building, Beaumont Road, Civil Lines, Karachi.

- Al Ameen Financial Services (Private) Limited (the Company) - effective holding 98.87% (2017: 99.87% holding)

UBL Fund Managers has incorporated a wholly owned subsidiary Al Ameen Islamic Financial Services (Private)
Limited on February 27, 2015. The principal activity of the subsidiary is provision of shariah compliant financial
services including distribution of shariah compliant mutual funds. The registered office of the Company is situated
at STSM Building, Beaumont Road, Civil Lines, Karachi.

- UBL Bank (Tanzania) Limited - 100% holding (2017: 100% holding)

UBL Bank (Tanzania) Limited (UBTL) was incorporated on March 13, 2012 and has commenced operations in May
2013. It is engaged in providing commercial and retail banking services.
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3.2

3.3

3.4

BASIS OF PRESENTATION

These consolidated financial statements have been prepared in conformity with the format of financial statements
prescribed by the State Bank of Pakistan (SBP) vide BSD Circular No. 02, dated January 25, 2018.

In accordance with the directives of the Federal Government regarding the shifting of the banking system to Islamic
modes, SBP has issued various circulars from time to time. Permissible forms of trade-related modes of financing includes
purchase of goods by banks from customers and immediate resale to them at appropriate mark-up in price on deferred
payment basis. The purchase and resale arising under these arrangements are not reflected in these consolidated
financial statements as such, but are restricted to the amount of facility actually utilised and the appropriate portion of
mark-up thereon. However, the Islamic Banking branches of the Bank have complied with the requirements set out under
the Islamic Financial Accounting Standards (IFAS), issued by the Institute of Chartered Accountants of Pakistan (ICAP) as
are notified under the provisions of Companies Act, 2017.

Key financial figures of the Islamic Banking branches are disclosed in annexure Il to the consolidated financial statements.
STATEMENT OF COMPLIANCE

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

- International Financial Reporting Standards (IFRS) issued by the International Accounting Standards Board (IASB) as
are notified under the Companies Act, 2017;

- Islamic Financial Accounting Standards (IFAS) issued by the Institute of Chartered Accountants of Pakistan as are
notified under the Companies Act, 2017;

- Provisions of and directives issued under the Banking Companies Ordinance, 1962 and the Companies Act, 2017; and

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

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

The SBP, vide BSD Circular letter No. 10, dated August 26, 2002 has deferred the applicability of International Accounting
Standard 39, Financial Instruments: Recognition and Measurement and International Accounting Standard 40, Investment
Property for banking companies till further instructions. Moreover, SBP vide BPRD circular no. 4, dated February 25, 2015
has deferred the applicability of Islamic Financial Accounting Standards (IFAS) 3, Profit and Loss Sharing on Deposits.
Further, according to the notification of the SECP issued vide SRO 411(1)/2008 dated April 28, 2008, IFRS 7, Financial
Instruments: Disclosures has not been made applicable for banks. Accordingly, the requirements of these standards have
not been considered in the preparation of these consolidated financial statements. However, investments have been
classified and valued in accordance with the requirements of various circulars issued by the SBP.

The SECP vide its notification SRO 633 (1)/2014 dated 10 July 2014, adopted IFRS 10 effective from the periods starting
from June 30, 2014. However, vide its notification SRO 56 (1)/2016 dated January 28, 2016, it has been notified that the
requirements of IFRS 10 and section 228 of the Companies Act, 2017 will not be applicable with respect to the investment
in mutual funds established under trust structure.

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

The following revised standards, amendments and interpretations with respect to the approved accounting standards
would be effective from the dates mentioned below against the respective standard or interpretation:

Effective date (annual periods

Standard, Interpretation or Amendment beginning on or after)
- IFRS 15 - Revenue from contracts with customers July 1, 2018
- IFRS 11 - Joint Venture - (Amendments) January 1, 2019
- IFRS 16 - Leases January 1, 2019
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Effective date (annual periods

Standard, Interpretation or Amendment beginning on or after)
- IAS 19 - Employee Benefits - (Amendments) January 1, 2019
- IAS 28 - Investments in Associates and Joint Ventures - (Amendments) January 1, 2019
- IFRIC 23 - Uncertainty over Income Tax Treatments January 1, 2019
- IFRS 3 - Business Combinations - (Amendments) January 1, 2020

Effective date (periods
ending on or after)

- IFRS 9 - Financial Instruments: Classification and Measurement June 30, 2019

IFRS 16 replaces existing guidance on accounting for leases, including IAS 17 'Leases', IFRIC 4 'Determining whether
an Arrangement contains a Lease', SIC-15 'Operating Leases Incentive and SIC-27 'Evaluating the Substance of
Transactions Involving the Legal Form of a Lease'. IFRS 16 introduces a single, on balance sheet lease accounting
model for lessees. A lessee recognizes a right-of-use asset representing its right to use the underlying asset and a
lease liability representing its obligations to make lease payments. There are recognition exemptions for short-term
leases and leases of low-value items. Lessor accounting remains similar to the current standard i.e. lessors continue
to classify leases as finance or operating leases.

On adoption of IFRS 16, the Group shall recognize a 'right of use asset' with a corresponding liability for lease
payments. The Group is in the process of assessing the full impact of this standard.

IFRS 9: 'Financial Instruments' addresses recognition, classification, measurement and derecognition of financial
assets and financial liabilities. The standard has also introduced a new impairment model for financial assets which
requires recognition of impairment charge based on an 'expected credit losses' (ECL) approach rather than the
'incurred credit losses' approach as currently followed. The ECL has impact on all assets of the Bank which are
exposed to credit risk. As detailed in note 5.1.2, the Group has already adopted IFRS 9 in respect of certain overseas
branches and a subsidiary.

The Group is in the process of assessing the full impact of this standard.

The Group expects that adoption of the remaining interpretations and amendments will not affect its financial
statements in the period of initial application.

Standards, interpretations and amendments to accounting and reporting standards that are not yet effective

The State Bank of Pakistan (SBP) through its BPRD Circular No. 02 of 2018 dated January 25, 2018 has amended the
format of annual financial statements of banks. All banks are directed to prepare their annual financial statements on the
revised format effective from the accounting year ending December 31, 2018. Accordingly, the Group has prepared these
financial statements on the new format prescribed by the State Bank of Pakistan. The adoption of new format required
certain recognition requirements, reclassification of comparative information and also introduced additional disclosure
requirements. Accordingly a third statement of financial position has been presented at the beginning of the preceding
period (i.e. December 31, 2016) in accordance with the requirement of International Accounting Standard 1 — Presentation
of Financial Statements.

During the current year, IFRS 9, Financial Instruments: Classification and Measurement, became applicable for certain
overseas branches and a subsidiary of the Group. The impact of the adoption of IFRS 9 on the Group's financial
statements is disclosed in note 5.1.2.

In addition, there are certain other new standards and interpretations of and amendments to existing accounting standards
that have become applicable to the Group for accounting periods beginning on or after January 1, 2018. These are
considered either to not be relevant or to not have any significant impact on the Group's financial statements.

BASIS OF MEASUREMENT
Accounting convention

These consolidated financial statements have been prepared under the historical cost convention except that certain
operating fixed assets / non-banking assets acquired in satisfaction of claims have been stated at revalued amounts,
certain investments and derivative financial instruments have been stated at fair value and net obligations in respect of
defined benefit schemes are carried at their present values.
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4.2

Critical accounting estimates and judgments

The preparation of these consolidated financial statements in conformity with accounting and reporting standards requires
management to make judgments, estimates and assumptions that affect the reported amounts of assets and liabilities and
income and expenses. It also requires management to exercise judgment in the application of its accounting policies. The
estimates and assumptions are based on historical experience and various other factors that are believed to be
reasonable under the circumstances. These estimates and assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the period in which the estimate is 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.

Significant accounting estimates and areas where judgments were made by management in the application of accounting
policies are as follows:

i) classification of investments (notes 5.5 and 9)

ii) provision against investments (notes 5.5 and 9.3), lendings to financial institutions (notes 5.4 and 8.6) and advances
(notes 5.6 and 10.3)

iii) income taxes (notes 5.10 and 37)

iv) staff retirement benefits (notes 5.12 and 41)

v) fair value of derivatives (note 5.17.2)

vi) fixed assets and intangible assets - revaluation, depreciation and amortization (notes 5.7, 11 and 12)

vii) impairment (note 5.9)

viii) valuation of non-banking assets acquired in satisfaction of claims (note 5.8)

=

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted in the preparation of these consolidated financial statements are consistent with those of
the previous financial year, except for changes explained in note 5.1:

Change in accounting policies

The Companies Ordinance, 1984 was repealed through the enactment of the Companies Act, 2017. However, as directed
by the Securities and Exchange Commission of Pakistan vide Circular No. 23 dated October 4, 2017, the financial
reporting requirements of the Companies Act, 2017 were only made applicable for reporting periods starting from January
1, 2018.

Consequently, the Bank has changed its policy for accounting for a deficit arising on revaluation of fixed assets. The
Bank's previous accounting policy, in accordance with the repealed Companies Ordinance, 1984, required that a deficit
arising on revaluation of a particular property was to be adjusted against the total balance in the surplus account or, if no
surplus existed, was to be charged to the profit and loss account as an impairment of the asset. The Companies Act, 2017
removed the specific provisions allowing the above treatment. A deficit arising on revaluation of a particular property is
now to be accounted for in accordance with IFRS, which requires that such deficit cannot be adjusted against surplus in
another property, but is to be taken to the profit and loss account as an impairment.

The effect of this change in accounting policy, which is applied with retrospective effect, is as follows:

As at December 31, 2017

Previously

stated Change Restated

--------------------------- Rupees in ‘000 ------=-=semmecemmmmenen
Impact on Statement of Financial Position
Unappropriated profit 76,651,713 (241,585) 76,410,128
Surplus on revaluation of fixed assets / non-banking assets 27,966,388 241,585 28,207,973
Impact on Profit and Loss Account
Provisions and write-offs - net 2,387,216 241,585 2,628,801
Profit after taxation 26,196,589 (241,585) 25,955,004
Earnings per share - basic and diluted (in rupees) 21.39 (0.19) 21.20
Impact on Statement of Comprehensive Income 20,338,085 (241,585) 20,096,500
Impact on Cash Flow Statement
Profit before taxation 41,130,992 (241,585) 40,889,407
Other provisions / write-offs - net 287,473 241,585 529,058
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The impact above relates to revaluation of fixed assets carried out as at December 31, 2017. There were no material
impacts relating to periods prior to December 31, 2017.

As per the accounting policy of the Group, the provision against balances with other banks, investments, lendings to
financial institutions and advances of overseas branches and subsidiaries is made as per the requirement of the
respective regulatory regimes. During the current year, IFRS 9 became applicable for certain overseas branches and a
subsidiary of the Bank (i.e. UAE, Bahrain, Qatar and Tanzania). Accordingly, in respect of such branches and a subsidiary,
the Group has changed its accounting policy and has followed the requirements of IFRS 9, while determining the
provisioning requirements against balances with other banks, investments, lendings to financial institutions and advances.
Under this standard, provision against balances with other banks, investments, lendings to financial institutions and
advances is determined under expected credit loss model. Previously, this was determined under the incurred loss model.

The adoption of this standard by certain overseas branches and a subsidiary resulted in additional provisioning
requirement of Rs. 2,497.087 million (net of deferred tax amounting to Rs. 1,640.563 million) as at December 31, 2017.
The amount of additional provision has been adjusted in the opening retained earnings as allowed under IFRS 9 and
permitted by the State Bank of Pakistan. The impacts of change in policy can be summarised as follows:

As at January 1, 2018

Provision

R Already Incremental
required under R
IFRS- 9 recorded impact
------------ (Rupees in '000)------------
Impact on Statement of Financial Position
Balances with other banks 92,056 - 92,056
Investments 871,640 - 871,640
Advances 4,137,453 (2,815,306) 1,322,147
Other liabilities (provision against off balance sheet obligations) 211,244 - 211,244
5,312,393 (2,815,306) 2,497,087
Less: related deferred tax (1,841,881) 985,357 (856,524)
3,470,512 (1,829,949) 1,640,563

The State Bank of Pakistan (SBP) through its BPRD Circular No. 02 of 2018 dated January 25, 2018 has amended the
format of annual financial statements of banks. All banks are directed to prepare their annual financial statements on the
revised format effective from the accounting year ending December 31, 2018. Accordingly, the Group has prepared these
financial statements on the new format prescribed by the State Bank of Pakistan. The adoption of new format required
certain recognition requirements, reclassification of comparative information and also introduced additional disclosure
requirements. Accordingly, a third statement of financial position has been presented at the beginning of the preceding
period (i.e. December 31, 2016) in accordance with the requirement of International Accounting Standard 1 — Presentation
of Financial Statements. The adoption of revised format has resulted in following significant changes:

- Acceptances amounting to Rs 28,157.111 million (2017: Rs 25,670.558 million, 2016: Rs 23,081.367 million) which
were previously shown as part of contingencies and commitments are now recognized on balance sheet both as
assets and liabilities. They are included in Other Assets (note 14) and Other Liabilities (note 21);

- Surplus on revaluation of fixed assets, non-banking assets and investments which was previously shown below equity
have now been included as part of equity (note 23). These surplus aggregate to Rs 17,331.441 million as at December
31,2018 (2017: Rs 33,827.801 million, 2016: Rs 35,705.537 million); and

- Intangibles (note 12) amounting to Rs 1,876.094 million (2017: Rs 1,153.176 million, 2016: Rs 1,090.193 million) were
previously shown as part of fixed assets (note 11) are now shown separately on the consolidated statement of
financial position.

- Provision against advances, provision against investments, bad debts written off directly and reversal of provision
against lendings to financial institution amounting to Rs 1,877.257 million, Rs 719,845 million, Rs 187.443 million and
Rs 8.260 million respectively which were previously shown separately in the consolidated profit and loss account have
now been shown as part of other provisions / write-offs in note 35.

Annual Report 2018 | 173



Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2018

5.2

5.2.1

5.3

5.4

5.4.1

5.4.2

5.4.3

Basis of consolidation
Subsidiaries
The consolidated financial statements include the financial statements of the Bank and its subsidiary companies.

Subsidiaries are all entities over which the Group has control. The Group controls an entity when the Group is exposed to,
or has rights to, variable returns from its involvement with the entity and has the ability to affect those returns through its
power to direct the activities of the entity. Subsidiaries are fully consolidated from the date on which control is transferred
to the Group untill the date that control ceases.

The financial statements of subsidiaries are prepared for the same reporting period as the Holding Company, using
accounting policies that are consistent with those of the Holding Company, except for non-banking subsidiaries in Pakistan
which follow the requirements of IAS 39 and IAS 40, and overseas subsidiaries which are required to comply with local
regulations enforced within the respective jurisdictions.

Intercompany transactions, balances and unrealised gains on transactions between Group companies are eliminated.
Unrealised losses are also eliminated unless the transaction provides evidence of an impairment of the transferred asset.
Accounting policies of subsidiaries have been changed where necessary to ensure consistency with the policies adopted
by the Group.

The Group recognises non-controlling interests (NCI) in subsidiaries at the non-controlling interest's proportionate share of
the net assets. NCI in the equity of subsidiaries are shown separately in the consolidated statement of financial position,
consolidated profit and loss account, consolidated statement of comprehensive income and consolidated statement of
changes in equity.

Cash and cash equivalents

Cash and cash equivalents for the purpose of the cash flow statement consist of cash and balances with treasury banks
and balances with other banks.

Lendings to / borrowings from financial institutions

The Group enters into transactions of reverse repos, repos and other short term money market lendings to financial
institution at contracted rates for a specified period of time. Further, other long term lendings to Financial institution are
classified in advances. These are recorded as under:

Purchase under resale agreements

Securities purchased under agreement to resell (reverse repo) are included in lendings to financial institutions. The
differential between the purchase price and the resale price is amortized over the period of the agreement and recorded
as income.

Securities held as collateral are not recognized in the consolidated financial statements, unless these are sold to third
parties, in which case the obligation to return them is recorded at fair value as a trading liability under borrowings from
financial institutions.

Sale under repurchase agreements

Securities sold subject to a repurchase agreement (repo) are retained in the consolidated financial statements as
investments and the counterparty liability is included in borrowings from financial institutions. The differential between the
sale price and the repurchase price is amortized over the period of the agreement and recorded as an expense.

Bai Muajjal
The securities sold under Bai Muajjal agreement are derecognised on the date of disposal. Receivable against such sale

is recognised at the agreed sale price. The difference between the sale price and the carrying value on the date of
disposal is taken to income on straight line basis.
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5.5

Investments

Investments of the Group, other than investments in associates, are classified as held for trading, held to maturity and
available for sale.

Held for trading
These are securities which are either acquired for generating a profit from short-term fluctuations in market prices, interest

rate movements and dealer's margin, or are securities included in a portfolio in which a pattern of short term profit taking
exists.

Held to maturity

These are securities with fixed or determinable payments and fixed maturities, in respect of which the Group has the
positive intent and ability to hold to maturity.

Available for sale

These are investments, other than those in subsidiaries and associates, that do not fall under the held for trading or held
to maturity categories.

Initial measurement

All “regular way” purchases and sales of investments are recognized on the trade date, i.e., the date that the Group
commits to purchase or sell the investment. Regular way purchases or sales are purchases or sales of investments that
require delivery of investments within the time frame generally established by regulation or convention in the market place.

Investments are initially recognized at fair value which, in the case of investments other than held for trading, includes
transaction costs associated with the investments. Transaction costs on investments held for trading are expensed as
incurred.

Subsequent measurement
Held for trading

These are measured at subsequent reporting dates at fair value. Gains and losses on re-measurement are included in the
profit and loss account.

Held to maturity

These are measured at amortized cost using the effective interest rate method, less any impairment loss recognized to
reflect irrecoverable amounts.

Available for sale

Quoted securities classified as available for sale investments are measured at subsequent reporting dates at fair value.
Any surplus / deficit arising thereon is kept in a separate account shown in the statement of financial position as part of
equity and is taken to the profit and loss account when realized upon disposal or when the investment is considered to be
impaired.

Unquoted equity securities are valued at the lower of cost and break-up value. The break-up value of these securities is
calculated with reference to the net assets of the investee company as per the latest available audited financial
statements. A decline in the carrying value is charged to the profit and loss account. A subsequent increase in the carrying
value, upto the cost of the investment, is credited to the profit and loss account. Investments in other unquoted securities
are valued at cost less impairment, if any.

Provisions for diminution in the value of Term Finance Certificates and Sukuks are made as per the ageing criteria
prescribed by the Prudential Regulations issued by the SBP. Provisions for diminution in the value of other securities are
made for impairment, if any.
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5.6

5.6.1

5.6.2

Associates

Associates are all entities over which the Group has significant influence but not control or joint control. This is generally
the case where the Group holds between 20% and 50% of the voting rights. Investments in associates are accounted for
using the equity method of accounting, after initially being recognised at cost.

Under the equity method of accounting, the investments are initially recognised at cost and adjusted thereafter to
recognise the Group’s share of the post-acquisition profits or losses of the investee in profit or loss, and the Group’s share
of movements in other comprehensive income of the investee in other comprehensive income. Dividends received or
receivable from associates and joint ventures are recognised as a reduction in the carrying amount of the investment.

When the Group’s share of losses in an equity-accounted investment equals or exceeds its interest in the entity, including
any other unsecured long-term receivables, the Group does not recognise further losses, unless it has incurred obligations
or made payments on behalf of the other entity.

Unrealised gains on transactions between the Group and its associates and joint ventures are eliminated to the extent of
the Group’s interest in these entities. Unrealised losses are also eliminated unless the transaction provides evidence of an
impairment of the asset transferred.

Goodwill

Goodwill is tested annually for impairment, or more frequently if events or changes in circumstances indicate that it might
be impaired. An impairment loss is recognised for the amount by which the asset's carrying amount exceeds its
recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs of disposal and value in use.
For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately
identifiable cash inflows which are largely independent of the cash inflows from other assets or groups of assets (cash-
generating units).

Advances

Advances are stated net of specific and general provisions which are charged to the profit and loss account. Specific
provisions against domestic advances and general provision against domestic consumer loans are determined on the
basis of the Prudential Regulations and other directives issued by the SBP. General and specific provisions pertaining to
overseas advances are made in accordance with the requirements of the regulatory authorities of the respective countries.
If circumstances warrant, the Group, from time to time, makes general provisions against weaknesses in its portfolio on
the basis of management's estimation.

Advances are written off when there is no realistic prospect of recovery. The amount so written off is a book entry and
does not necessarily prejudice to the Group's right of recovery against the customer.

The Bank determines write-offs in accordance with the criteria prescribed by the SBP vide BPRD Circular No. 06 dated
June 05, 2007.

Finance Lease receivables

Leases, where the Bank transfers substantially all the risks and rewards incidental to ownership of an asset to the lessee
are classified as finance lease. A receivable is recognized at an amount equal to the present value of the minimum lease
payments including guaranteed residual value, if any. Finance lease receivables are included in advances.

Islamic financings and related assets

Receivables under Murabaha financing represent cost price plus an agreed mark-up on deferred sale arrangement. Mark-
up income is recognised on a straight line basis over the period of the instalments.

liarah financing represents arrangements whereby the Bank (being the owner of assets) transfers its usufruct to its
customers for an agreed period at an agreed consideration. Assets leased out under ljarah are stated at cost less
accumulated depreciation and accumulated impairment losses, if any. These are depreciated over the term of the lease.
ljarah income is recognized on an accrual basis.
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5.7

5.71

5.7.2

5.8

Diminishing Musharaka is partnership agreement between the Bank and its customer for financing vehicle or plant and
machinery. The receivable is recorded to the extent of Bank's share in the purchase of asset. Income is recognised on
accrual basis.

Fixed assets and depreciation
Tangible

Property and equipment, other than land (which is not depreciated) and capital work-in-progress, are stated at cost or
revalued amount less accumulated depreciation and accumulated impairment losses, if any. Land is carried at revalued
amount less impairment losses while capital work-in-progress is stated at cost less impairment losses. The cost and the
accumulated depreciation of property and equipment of foreign branches include exchange differences arising on currency
translation at the year-end rates of exchange.

Depreciation is calculated so as to write-off the depreciable amount of the assets over their expected useful lives at the
rates specified in note 11.2 to these consolidated financial statements. The depreciation charge for the year is calculated
on a straight line basis after taking into account the residual value, if any. The residual values and useful lives are
reviewed and adjusted, if appropriate, at each statement of financial position date.

Depreciation on additions is charged from the month the asset is available for use. No depreciation is charged in the
month of disposal.

Land and buildings are revalued by independent, professionally qualified valuers with sufficient regularity to ensure that
their net carrying amount does not differ materially from their fair value. An increase arising on revaluation is credited to
the surplus on revaluation of fixed assets account. A decrease arising on revaluation of fixed assets is adjusted against
the surplus of that asset or, if no surplus exists, is charged to the profit and loss account as an impairment of the asset. A
surplus arising subsequently on an impaired asset is reversed through the profit and loss account up to the extent of the
original impairment.

Surplus on revaluation of fixed assets (net of associated deferred tax) to the extent of the incremental depreciation
charged on the related assets is transferred to unappropriated profit.

Gains and losses on sale of fixed assets are included in the profit and loss account, except that the related surplus on
revaluation of fixed assets (net of deferred tax) is transferred directly to unappropriated profit.

Major renewals and improvements are capitalized and the assets so replaced, if any, are retired. Normal repairs and
maintenance are charged to the profit and loss account as and when incurred.

Intangible assets

Intangible assets are stated at cost less accumulated amortization and accumulated impairment losses, if any. The cost
and the accumulated amortization of intangible assets of foreign branches and subsidiaries include exchange differences
arising on currency translation at the year-end rates of exchange. Amortization is calculated so as to write-off the
amortizable amount of the assets over their expected useful lives at the rates specified in note 12.1 to these consolidated
financial statements. The amortization charge for the year is calculated on a straight line basis after taking into account the
residual value, if any. The residual values and useful lives are reviewed and adjusted, if appropriate, at each statement of
financial position date. Amortization on additions is charged from the month the asset is available for use. No amortization
is charged in the month of disposal.

Gains and losses on sale of intangible assets are included in the profit and loss account.
Non-banking assets acquired in satisfaction of claims

Non-banking assets acquired in satisfaction of claims are carried at revalued amounts less accumulated depreciation.
These assets are revalued by professionally qualified valuers with sufficient regularity to ensure that their net carrying
value does not differ materially from their fair value. A surplus arising on revaluation of property is credited to the 'surplus
on revaluation of non-banking assets' account and any deficit arising on revaluation is taken to profit and loss account
directly. Legal fees, transfer costs and direct costs of acquiring title to property are charged to the profit and loss account
and not capitalised.
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5.10

5.10.1

5.10.2

Impairment
Impairment of available for sale equity investments

Available for sale equity investments are impaired when there has been a significant or prolonged decline in their fair value
below their cost. The determination of what is significant or prolonged requires judgment. In making this judgment, the
Group evaluates, among other factors, the normal volatility in share price.

Impairment in investments in associates

The Group considers that a decline in the recoverable value of the investment in an associate below its cost may be
evidence of impairment. Recoverable value is calculated as the higher of fair value less costs to sell and value in use. An
impairment loss is recognized when the recoverable value falls below the carrying value and is charged to the profit and
loss account. A subsequent reversal of an impairment loss, upto the cost of the investment in the associate, is credited to
the profit and loss account.

Impairment in non-financial assets (excluding deferred tax)

The carrying amounts of non-financial assets are reviewed at each reporting date for impairment whenever events or
changes in circumstances indicate that the carrying amounts of these assets may not be recoverable. The recoverable
amount of an asset is the higher of its fair value less costs of disposal and its value in use. If such indication exists, and
where the carrying value exceeds the estimated recoverable amount, assets are written down to their recoverable amount.
The resulting impairment loss is charged to the profit and loss account except for an impairment loss on revalued assets,
which is adjusted against the related revaluation surplus to the extent that the impairment loss does not exceed the
revaluation surplus.

Taxation
Current

The income tax expense or credit for the period is the tax payable on the current period’s taxable income based on the
applicable income tax rate for each jurisdiction adjusted by changes in deferred tax assets and liabilities attributable to
temporary differences and to unused tax losses.

The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted at the end of the
reporting period in the countries where the Bank and its subsidiaries and associates operate and generate taxable income.
Management periodically evaluates positions taken in tax returns with respect to situations in which applicable tax
regulation is subject to interpretation. It establishes provisions where appropriate on the basis of amounts expected to be
paid to the tax authorities.

Deferred

Deferred income tax is provided in full, using the liability method, on temporary differences arising between the tax bases
of assets and liabilities and their carrying amounts in the consolidated financial statements. However, deferred tax
liabilities are not recognised if they arise from the initial recognition of goodwill. Deferred income tax is also not accounted
for if it arises from initial recognition of an asset or liability in a transaction other than a business combination that at the
time of the transaction affects neither accounting nor taxable profit or loss. Deferred income tax is determined using tax
rates (and laws) that have been enacted or substantially enacted by the end of the reporting period and are expected to
apply when the related deferred income tax asset is realised or the deferred income tax liability is settled.

Deferred tax assets are recognised only if it is probable that future taxable amounts will be available to utilise those
temporary differences and losses.

Deferred tax liabilities and assets are not recognised for temporary differences between the carrying amount and tax
bases of investments in foreign operations where the Bank is able to control the timing of the reversal of the temporary
differences and it is probable that the differences will not reverse in the foreseeable future.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets and
liabilities and when the deferred tax balances relate to the same taxation authority. Current tax assets and tax liabilities are
offset where the entity has a legally enforceable right to offset and intends either to settle on a net basis, or to realise the
asset and settle the liability simultaneously.
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5.12

5.12.1

Current and deferred tax is recognised in consolidated profit and loss account, except to the extent that it relates to items
recognised in other comprehensive income or directly in equity. In this case, the tax is also recognised in other
comprehensive income or directly in equity, respectively.

Provisions

Provisions are recognized when the Group has a legal or constructive obligation as a result of past events which makes it
probable that an outflow of resources will be required to settle the obligation and a reliable estimate of the amount can be
made.

Provision against identified non-funded losses is recognized when intimated and reasonable certainty exists that the
Group will be required to settle the obligation. The provision is charged to the profit and loss account net of expected
recovery and the obligation is classified under other liabilities.

Provisions are reviewed at each statement of financial position date and are adjusted to reflect the current best estimate.
Staff retirement and other benefits

The Bank

The Bank operates the following staff retirement schemes for its employees

a) For new employees and for those who opted for the below mentioned conversion option introduced in 2001, the Bank
operates

- an approved contributory provident fund (defined contribution scheme); and
- an approved gratuity scheme (defined benefit scheme).

b) For employees who have not opted for the conversion option introduced in 2001, the Bank operates

- an approved non-contributory provident fund in lieu of the contributory provident fund; and
- an approved funded pension scheme, introduced in 1986 (defined benefit scheme).

In 2001, the Bank modified the pension scheme and introduced a conversion option for employees covered under option
(b) above to move to option (a). This conversion option ceased on December 31, 2003.

The Bank also operates benevolent fund for all its eligible employees (defined benefit scheme).

Annual contributions towards defined benefit schemes are made on the basis of actuarial advice using the Projected Unit
Credit Method.

For the defined contribution scheme, the Bank pays contributions to the fund on a periodic basis. The Bank has no further
payment obligation once the contributions have been paid. The contributions are recognized as an expense when the

obligation to make payments to the fund has been established. Prepaid contributions are recognized as an asset to the
extent that a cash refund or a reduction in future payments is available.

Other benefits

a) Employees' compensated absences

The Bank makes provisions for compensated vested and non-vested absences accumulated by its eligible employees
on the basis of actuarial advice under the Projected Unit Credit Method.

b) Post-retirement medical benefits (defined benefit scheme)

The Bank provides post-retirement medical benefits to eligible retired employees. Provision is made on the basis of
actuarial advice under the Projected Unit Credit Method.
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5.12.3

5.12.4

5.12.5

Remeasurement of defined benefit obligations

Remeasurement gains and losses arising from experience adjustments and changes in actuarial assumptions are
recognized in other comprehensive income when they occur with no subsequent recycling through the profit and loss
account.

Remeasurement gains and losses pertaining to long term compensated absences are recognized in the profit and loss
account immediately.

United National Bank Limited (UBL UK)
Defined benefit scheme

UBL UK operates a pension scheme (defined benefit scheme) for certain staff. This scheme is closed for new members
and the accrual of benefits has ceased from January 1, 2010. Gains and losses on settlements and curtailments are
charged to the profit and loss account. The interest cost and the expected return on assets are included in other liabilities
and other assets respectively. Remeasurement gains and losses are recognised immediately in other comprehensive
income.

The defined benefit scheme is funded, with the assets of the scheme held separately from those of UBL UK, in separate
trustee administered funds. Pension scheme assets are measured at fair value and liabilities are measured based on
actuarial valuations using the Projected Unit Credit Method. The actuarial valuations are obtained at least triennially and
are updated at each statement of financial position date.

Defined contribution scheme

UBL UK operates a defined contributory pension scheme. The contribution payable in the year in respect of pension costs
and other post-retirement benefits is charged to the profit and loss account. Differences between the contribution payable
in the year and contribution actually paid are shown as either accruals or prepayments in the statement of financial
position.

UBL Fund Managers Limited (UFML)

Defined benefit plan

UFML operates an approved funded gratuity scheme for all employees. Annual contributions to the fund are made on the
basis of actuarial advice using the Projected Unit Credit Method. Remeasurement gains and losses arising from

experience adjustments and changes in actuarial assumptions are recognized in other comprehensive income when they
occur with no subsequent recycling through the profit and loss account.

Defined contribution plan
UFML operates an approved contributory provident fund (defined contribution scheme) for all eligible employees.
Employee Stock Option Scheme

UBL Fund Managers provides an incentive scheme for its top performing employees in the form of share options under the
Employee Stock Option Scheme (ESOS). The scheme has been approved by the SECP.

UBL (Switzerland) AG

UBL (Switzerland) AG maintains a contribution-oriented pension scheme for employees who have reached the age of 25.
It bears a large share of the costs of the occupational pension plan for all employees as well as their surviving dependents
pursuant to legal requirements. The employee benefit obligations and the assets serving as coverage are outsourced to a
collective insurance firm. The organization, management and financing of the pension plan comply with legal regulations,
the deed of foundation and the applicable regulations of the benefit plan.

UBL Bank (Tanzania) Limited

All eligible employees are members of the Public Pension Fund (PPF) or National Social Security Fund (NSSF). The fund
is a defined contribution scheme with the Bank having no legal or constructive obligation to pay further top-up
contributions.
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5.14

5.15

5.15.1

5.15.2

5.15.3

5.15.4

5.16

5.16.1

5.16.2

Subordinated Debt
Subordinated debt are initially recorded at the amount of proceeds received. Mark-up accrued on subordinated debt is

recognised separately as part of other liabilities and is charged to the profit and loss account over the period on an accrual
basis.

Borrowings / deposits

a) Borrowings / deposits are recorded at the amount of proceeds received.
b) The cost of borrowings / deposits is recognized on an accrual basis as an expense in the period in which it is incurred.

Revenue recognition

Revenue is recognized to the extent that the economic benefits associated with a transaction will flow to the Group and the
revenue can be reliably measured. The following recognition criteria must be met before revenue is recognized.

Advances and investments

Mark-up / return / interest on performing advances and investments is recognized on a time proportionate basis over the
term of the advances and investments that takes into account the effective yield of the asset. Where debt securities are
purchased at a premium or discount, such premium / discount is amortized through the profit and loss account over the

remaining period of maturity of the debt securities.

Interest or mark-up recoverable on non-performing or classified advances and investments is recognized on a receipt
basis.

Lease financing

Income from lease financing is accounted for using the financing method. Under this method, the unearned lease income
(defined as the sum of total lease rentals and estimated residual value less the cost of the leased assets) is deferred and
taken to income over the term of the lease so as to produce a constant periodic rate of return on the outstanding net
investment in the lease. Gains or losses on termination of lease contracts are recognised through the profit and loss

account when these are realised. Unrealised lease income and other fees on classified leases are recognised on a receipt
basis.

Dividend income

Dividend income is recognised when the right to receive the dividend is established.
Fee, brokerage and commission income

Fee, brokerage and commission income is recognized on an accrual basis.

Grants

Grants received are recorded as income when the right to receive the grant, based on the related expenditure having been
incurred, has been established.

Foreign currencies

Functional and presentation currency

Iltems included in these consolidated financial statements are measured using the currency of the primary economic
environment in which the Holding Company operates. These consolidated financial statements are presented in Pakistani
Rupees, which is the Group's functional and presentation currency.

Foreign currency transactions

Transactions in foreign currencies are translated to rupees at the foreign exchange rates prevailing on the transaction
date. Monetary assets and liabilities in foreign currencies are expressed in rupee terms at the rates of exchange prevailing

at the statement of financial position date. Forward foreign exchange contracts and foreign bills purchased are valued in
rupees at the forward foreign exchange rates applicable to their respective maturities.
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5.16.4

5.16.5

5.17

5171

5.17.2

5.17.3

5.18

5.18.1

Non-monetary assets and liabilities in foreign currencies are expressed in rupee terms at the rates of exchange prevailing
at the date of initial recognition of the non-monetary assets / liabilities.

Foreign operations and subsidiaries

The assets and liabilities of foreign operations and subsidiaries are translated to rupees at exchange rates prevailing at
the statement of financial position date. The results of foreign operations and subsidiaries are translated at the average
rate of exchange for the year.

Translation gains and losses

Translation gains and losses are taken to the profit and loss account, except those arising on translation of the net
investment in foreign branches and subsidiaries which are taken to capital reserves (Exchange Translation Reserve) until
the disposal of the net investment, at which time these are recognised in the profit and loss account.

Contingencies and commitments

Commitments for outstanding forward foreign exchange contracts are disclosed in these consolidated financial statements
at contracted rates. Contingent liabilities / commitments denominated in foreign currencies are expressed in rupee terms
at the rates of exchange prevailing at the statement of financial position date.

Provision for claims under guarantees

A provision for claims under guarantees is recognised when intimated and reasonable certainty exists that the Bank will
settle the obligation. The charge to the profit and loss account is stated net of expected recoveries and the obligation is
recognised in other liabilities.

Financial instruments

Financial assets and liabilities

Financial assets and liabilities carried on the statement of financial position include cash and bank balances, lendings to
financial institutions, investments, advances, certain receivables, bills payable, borrowings from financial institutions,

deposits, subordinated loans and certain payables. The particular recognition methods adopted for significant financial
assets and financial liabilities are disclosed in the individual policy notes associated with them.

Derivative financial instruments

Derivative financial instruments are initially recognized at fair value on the date on which the derivative contract is entered
into and are subsequently re-measured at fair value using appropriate valuation techniques. All derivative financial
instruments are carried as assets when their fair value is positive and liabilities when their fair value is negative. Any
change in the fair value of derivative financial instruments during the period is taken to the profit and loss account.

Off setting
Financial assets and financial liabilities are set-off and the net amount is reported in the consolidated financial statements

when there is a legally enforceable right to set-off and the Group intends to either settle on a net basis, or to realize the
assets and to settle the liabilities simultaneously.

Segment reporting
A segment is a distinguishable component of the Group that is engaged either in providing particular products or services

(business segment), or in providing products or services within a particular economic environment (geographical
segment), and is subject to risks and rewards that are different from those of other segments.

Business segments
(a) Corporate / Commercial Banking
Includes project, trade and working capital finance, import and export, factoring, leasing, lending, deposits and

guarantees. It also include services provided in connection with mergers and acquisitions and the underwriting /
arrangement of debt and equity instruments through syndications, Initial Public Offerings and private placements.
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5.19

5.20

5.21

(b) Treasury

It includes fixed income, equity, foreign exchange, credit, funding, own position securities, lendings and borrowings
and derivatives for hedging and market making.

(c) Branch Banking

Includes deposits, lending and banking services to private individuals and small businesses including credit cards and
branchless banking.

(d) Islamic Banking
Represents branch operations of Islamic banking window of the Bank.
(e) International Branch Operations
Represents Bank's operations in 5 countries including two branches in export processing zones in Karachi and Sialkot.
(f) Subsidiaries
Represents operations by Bank's subsidiaries.
(g) Others
Others includes functions which cannot be classified in any of the above segments.
Geographical segments
The Group operates in following geographical regions:

- Pakistan

- Middle East

- United States of America

- Export Processing Zones in Karachi and Sialkot
- Europe

- Africa

Dividends and appropriations to reserves

Dividends and appropriations to reserves are recorded in the year in which these are approved, except appropriations
required by law which are recorded in the period to which they pertain.

Earnings per share
The Group presents basic and diluted earnings per share (EPS). Basic EPS is calculated by dividing the profit or loss

attributable to ordinary shareholders of the Group by the weighted average number of ordinary shares outstanding during
the year.

Acceptances

Acceptances comprise undertakings by the Bank to pay bill of exchange drawn on customers. Acceptances are
recognized as financial liability in the statement of financial position with a contractual right of reimbursement from the
customer as a financial asset. Therefore, commitments in respect of acceptances have been accounted for as financial
assets and financial liabilities.
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6.2

6.3

6.4

6.5

Note 2018 2017
------- (Rupees in '000) -------
CASH AND BALANCES WITH TREASURY BANKS

In hand
Local currency 11,659,464 9,133,749
Foreign currency 4,182,154 4,757,384

15,841,618 13,891,133

With State Bank of Pakistan in

Local currency current accounts 6.1 46,699,046 47,566,242
Foreign currency current accounts 6.2 3,209,866 2,603,208
Foreign currency deposit account 6.3 8,304,054 7,374,423

58,212,966 57,543,873
With other central banks in

Foreign currency current accounts 6.4 34,761,763 34,049,196
Foreign currency deposit accounts 6.5 12,103,156 7,272,440
46,864,919 41,321,636

With National Bank of Pakistan in local currency current accounts 66,936,342 48,257,470
Prize Bonds 59,826 105,058

187,915,671 161,119,170

This represents current accounts maintained with the SBP under the Cash Reserve Requirement of section 22 of the
Banking Companies Ordinance, 1962.

This represents a US Dollar settlement account maintained with the SBP and current accounts maintained with the SBP to
comply with statutory requirements.

This represents account maintained with the SBP to comply with the Special Cash Reserve requirement. The return on this
account is declared by the SBP on a monthly basis and as at December 31, 2018, it carries mark-up at the rate of 1.35%
(2017: 0.37%) per annum.

Deposits with other central banks are maintained to meet the minimum cash reserves and capital requirements pertaining
to the foreign branches and subsidiaries of the Group.

These represent placements with overseas central banks and carry mark-up at rates ranging from 2.24% to 2.50% (2017:
1.22% to 1.50%) per annum.

Note 2018 2017
------- (Rupees in '000) -------
BALANCES WITH OTHER BANKS

Inside Pakistan

In current accounts 3,216 3,674
In deposit accounts 7.1 4,492,852 5,879,308

4,496,068 5,882,982

Outside Pakistan

In current accounts 11,914,322 15,014,403
In deposit accounts 7.2 25,336,670 14,651,727

37,250,992 29,666,130

41,747,060 35,549,112
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7.2

8.1

8.2

8.3

8.3.1

8.4

8.5

8.6

These carry mark-up at rates ranging from 9.80% to 10.49% (2017: 5.60% to 5.7%) per annum.

These carry mark-up at rates ranging from 0.13% to 5.86% (2017: 0.13% to 5.25%) per annum and include balances
amounting to Rs. 277.724 million (2017: Rs.220.834 million), maintained with an overseas bank against the statutory
reserves requirement of a foreign branch.

Note 2018 2017
------- (Rupees in '000) -------

LENDINGS TO FINANCIAL INSTITUTIONS
Call / clean money lending 8.2 7,000,000 585,000
Repurchase agreement lendings 8.3 23,500,000 6,931,953
Bai Muajjal receivable from State Bank of Pakistan - 3,109,215
Bai Muajjal receivable from other financial institutions 8.4 3,066,732 -
Money market lendings 8.5 1,848,072 2,596,962

35,414,804 13,223,130
Provision against lendings to financial institutions 8.6 (68,253) (125,853)
Lendings to financial institutions - net of provision 35,346,551 13,097,277
Particulars of lendings to financial institutions - gross
In local currency 33,634,872 10,694,308
In foreign currencies 1,779,932 2,528,822

35,414,804 13,223,130

This represents unsecured lending carrying mark-up at a rate of 9.00% to 9.70% per annum (2017: 5.75% per annum) and
is due to mature by January 2019.

Securities held as collateral against repurchase agreement lendings

2018

2017

Further given

Further given

Held by Group as collateral / Total Held by Group as collateral / Total
sold sold
(Rupees in '000)
Pakistan Investment Bonds 5,000,000 18,500,000 23,500,000 - - -
Market Treasury Bills - - - 6,931,953 - 6,931,953
5,000,000 18,500,000 23,500,000 6,931,953 - 6,931,953

The market value of securities held as collateral against repurchase agreement lendings amounted to Rs. 23,496.797
million (2017: Rs. 6,930.423 million).

This represents Bai Muajjal agreements entered into with various financial institutions whereby the Bank has sold sukuks
having carrying value of Rs. 2,992.934 million (2017: Rs. nil) on deferred payment basis. The average return on these
transactions is 10.0% per annum (2017: nil).

Lendings pertaining to overseas operations carry mark-up at rates 4.25% per annum (2017: 2.61% to 6.02% per annum)
and are due to mature latest by January 2019.

Category of classification 2018 2017
Classified Provision Classified Provision
Lending held Lending held
(Rupees in '000)
Domestic
Loss 68,253 68,253 125,853 125,853
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9.1

INVESTMENTS

Investments by type

Held for trading securities
Market Treasury Bills

Pakistan Investment Bonds
Term Finance Certificates

Available for sale securities
Market Treasury Bills

Pakistan Investment Bonds
Government of Pakistan Eurobonds
Government of Pakistan Sukuk
Sukuk

Ordinary shares of listed companies
Preference shares

Ordinary shares of unlisted companies
Investment in REIT

Term Finance Certificates

Foreign bonds - sovereign

Foreign bonds - others

Held to maturity securities
Market Treasury Bills

Pakistan Investment Bonds
Government of Pakistan Eurobonds
Government of Pakistan Sukuk

Bai Muajjal Government of Pakistan
Term Finance Certificates

Sukuks

Participation Term Certificates
Debentures

Foreign bonds - sovereign

Foreign bonds - others

Recovery note

CDC SAARC Fund

Commercial Paper

Associates

United Growth and Income Fund
UBL Liquidity Plus Fund

UBL Money Market Fund

UBL Government Securities Fund
UBL Stock Advantage Fund

UBL Financial Planning Fund
UBL Financial Sector Fund

UBL Income opportunity Fund

Al Ameen Islamic Cash Fund

Al Ameen Islamic Sovereign Fund
Al Ameen Shariah Stock Fund

Al Ameen Islamic Asset Allocation Fund

Al Ameen Islamic Financial Planning Fund
Al Ameen Islamic Financial Planning Fund Il

UBL Insurers Limited
Khushhali Bank Limited

Oman United Exchange Company, Muscat

DHA Cogen Limited

Total Investments
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Note

9.9
9.9
9.9
9.9
9.9
9.9
9.9
9.9
9.9
9.9
9.9
9.9
9.9
9.9
9.9
9.9
9.9
9.9.16

2018 2017
Cost/ Provision Surplus / Canrying Cost/ Provision Surplus / Carrying
Amortised for . Amortised for .
s (Deficit) Value Lo (Deficit) Value
cost diminution cost diminution
(Rupees in '000)

99,942,759 - 954 | 99,943,713 [| 104,501,276 1,563 | 104,502,839
1,621,854 - 7,570 1,629,424 582,376 - 729 583,105
- - - - 10,245 - (85) 10,160
101,564,613 - 8,524 101,573,137 105,093,897 - 2,207 105,096,104
139,865,800 (22,440)| 139,843,360 || 302,518,979 - (3,034)] 302,515,945
133,585,814 - (14,268,873)| 119,316,941 229,560,472 - 6,285,489 | 235,845,961
19,793,232 (203,676) (867,162)| 18,722,394 16,768,510 - 556,820 17,325,330
15,145,060 (49,844) (176 154) 14,919,062 19,102,273 - 56,993 19,159,266

105,000 - 105,000 - - - -
18,018,247 | (3,047,999)] 1,747,978 16,718,226 18,362,340 | (1,824,103)] 1,780,431 18,318,668
482,687 (446,023) 36,664 391,315 (354,688) - 36,627
753,812 (121,989) - 631,823 258,757 (128,758) - 129,999
458,590 - 41,273 499,863 458,590 - - 458,590
941,297 (97,278) (891) 843,128 441,406 (97,616) 4,479 348,269
67,706,652 (378,288)] (1,266,323)] 66,062,041 38,492,705 (2,107) 717,210 | 39,207,808
15,675,281 (46,622)] (1,320,309)] 14,308,350 18,150,879 - (105,690)] 18,045,189
412,531,472 (4,391,719) (16,132,901) 392,006,852 644,506,226  (2,407,272) 9,292,698 651,391,652
3,124,601 - 3,124,601 7,363,088 - - 7,363,088
275,079,334 - 275,079,334 || 311,766,517 - - 311,766,517
8,788,340 (127,994) 8,660,346 6,564,140 - - 6,564,140
1,399,305 (11,264) 1,388,041 221,823 - - 221,823

8,300,566 8,300,566 - - - -
6,023,053 (11, 384) - 6,011,669 6,626,766 (41,851) - 6,584,915
11,921,801 (107,743) 11,814,058 10,512,247 (117,841) - 10,394,406

437 (437) 437 (437) - -

2,266 (2,266) - 2,266 (2, 266) - -
17,251,054 (171,247) 17,079,807 15,208,115 - 15,208,115
1,497,873 (347,246) 1,150,627 6,098,955 (239,523) - 5,859,432

428,009 (427,993) 16 340,333 (340,333) - -
302 - 302 240 - - 240
- - - 227,224 - - 227,224
333,816,941  (1,207,574) 332,609,367 364,932,151 (742,251) - 364,189,900
- - 264,763 - - 264,763
11,700 - 11,700 93,371 - - 93,371
32,069 - 32,069 11,455 - - 11,455
- - - 265,325 - - 265,325
207,469 - 207,469 210,149 - - 210,149
- - - 37,036 - - 37,036

119,529 - 119,529 - - - -

1,542,968 - 1,542,968 - - - -
- 367 - - 367
- - - - 382 - - 382
- - - - 320,894 - - 320,894
- - - - 216,916 - - 216,916
- - - - 316,142 - 316,142
- - - - 45,123 - 45,123
414,884 - - 414,884 345,097 - 345,097
2,572,719 - - 2,572,719 2,046,922 - 2,046,922
68,406 - - 68,406 69,702 - - 69,702
4,969,744 - - 4,969,744 4,243,644 - - 4,243,644
852,882,770  (5,599,293) (16,124,377) 831,159,100 1,118,775918  (3,149,523) 9,294,905 1,124,921,300
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9.2

Investments by segment

Federal Government Securities
Market Treasury Bills

Pakistan Investment Bonds
Government of Pakistan Eurobonds
Government of Pakistan Sukuk

Bai Muajjal Government of Pakistan

Ordinary shares
Listed companies
Unlisted companies

Preference shares
Investment in REIT

Non Government Debt Securities
Listed companies
Unlisted companies

Foreign Securities
Market Treasury Bills
Foreign bonds - sovereign
Foreign bonds - others
CDC SAARC Fund
Recovery note

Associates

United Growth and Income Fund
UBL Liquidity Plus Fund

UBL Money Market Fund

UBL Government Securities Fund
UBL Stock Advantage Fund

UBL Financial Planning Fund
UBL Financial Sector Fund

UBL Income opportunity Fund

Al Ameen Islamic Cash Fund

Al Ameen Islamic Sovereign Fund
Al Ameen Shariah Stock Fund

Al Ameen Islamic Asset Allocation Fund
Al Ameen Islamic Financial Planning Fund
Al Ameen Islamic Financial Planning Fund Il

UBL Insurers Limited
Khushhali Bank Limited

Oman United Exchange Company, Muscat

DHA Cogen Limited

Total Investments

2018 2017
Cost/ Provision . Cost/ Provision .
o | e | S| | anonisas | o | Sl |
cost diminution cost diminution
(Rupees in '000)
239,808,559 (21,486)] 239,787,073 || 407,020,255 - (1,471)] 407,018,784
410,287,002 (14,261,303)| 396,025,699 || 541,909,365 - 6,286,218 | 548,195,583
28,581,572 | (331,670) (867,162)| 27,382,740 23,332,650 - 556,820 | 23,889,470
16,544,365 (61,108) (176,154)| 16,307,103 19,324,096 - 56,993 | 19,381,089
8,300,566 - 8,300,566 - - - -
703,522,064  (392,778) (15,326,105) 687,803,181 991,586,366 - 6,898,560 998,484,926
18,018,247 | (3,047,999)| 1,747,978 | 16,718,226 18,362,340 | (1,824,103)| 1,780,431 18,318,668
753,812 (121,989) - 631,823 258,757 (128,758) - 129,999
18,772,059 (3,169,988) 1,747,978 17,350,049 18,621,097  (1,952,861) 1,780,431 18,448,667
482,687  (446,023) - 36,664 391,315 (354,688) - 36,627
458,590 41,273 499,863 458,590 - - 458,590
3,493,655 (97,278) (891) 3,395,486 3,504,334 (98,408) 4,394 3,410,320
15,500,199 |  (121,830) - 15,378,369 14,316,257 (161,603) - 14,154,654
18,993,854  (219,108) (891) 18,773,855 17,820,591 (260,011) 4394 17,564,974
3,124,601 - 3,124,601 7,363,088 - - 7,363,088
84,957,706 | (549,535)| (1,266,323)| 83,141,848 53,700,820 (2,107) 717210 | 54,415,923
17,173,154 |  (393,868)| (1,320,309)] 15,458,977 24,249,834 (239,523) (105,690)] 23,904,621
302 - 302 240 - - 240
428,009 |  (427,993) - 16 340,333 (340,333) - -
105,683,772 (1,371,396) (2,586,632) 101,725,744 85,654,315 (581,963) 611520 85,683,872
- - 264,763 - - 264,763
11,700 - 11,700 93,371 - - 93,371
32,069 - - 32,069 11,455 - - 11,455
- - - 265,325 - - 265,325
207,469 - - 207,469 210,149 - 210,149
- - - - 37,036 - 37,036
119,529 - - 119,529 - -
1,542,968 - - 1,542,968 - - -
- - - 367 - - 367
- - - 382 - - 382
- - 320,894 - - 320,894
- - - 216,916 - - 216,916
- - - 316,142 - - 316,142
- - - - 45123 - - 45,123
414,884 - - 414,884 345,097 - - 345,097
2,572,719 - - 2,572,719 2,046,922 - - 2,046,922
68,406 - - 68,406 69,702 - 69,702
4,969,744 - - 4,969,744 4,243,644 - 4,243,644
852,882,770  (5,599,293) (16,124,377) 831,159,100 1,118,775918  (3,149,523) 9,294,905 1,124,921,300
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9.21

9.3

Notes to and forming part of the Consolidated Financial Statements

For the year ended December 31, 2018

9.3.2

9.5

9.6

9.7

9.8

as set out under Section 29 of the Banking Companies Ordinance, 1962.

Note 2018 2017
Investments given as collateral - at marketvaluve ~ ceeeeen (Rupees in '000) -------
Market Treasury Bills 104,483,301 239,588,539
Pakistan Investment Bonds 55,064,705 211,713,424
Government of Pakistan Eurobonds 1,457,053 -
Foreign bonds - sovereign 2,938,477 -
Foreign bonds - others 1,167,508 -
165,111,044 451,301,963
Provision for diminution in value of investments
9.3.1 Opening balance 3,149,523 2,434,908
Impact on adoption of IFRS 9 51.2 871,640 -
Exchange adjustments 373,917 51,363
Charge / (reversals)
Charge for the year 1,851,005 750,715
Reversals (19,957) (30,870)
1,831,048 719,845
Reversed on disposal (599,110) (55,525)
Amounts written off (27,725) (1,068)
Closing balance 9.8 5,599,293 3,149,523
Particulars of provision against debt securities
Category of classification 2018 2017
Non Non
Performing Provision Performing Provision
Investment Investment
(NPI) (NPI)
--------------------------- (Rupees in '000) ------=-=======sn-munee---
Domestic
Loss 2,136,944 219,107 2,563,729 259,952
Overseas
Not past due but impaired - 41,280 2,212
Overdue by:
> 365 days 729,205 729,179 579,811 579,811
Total 2,866,149 948,286 3,184,820 841,975
2018 2017
9.4 Bai Muajjal Government of Pakistan ~  ceeeen (Rupees in '000) -------
Bai Muajjal Investment 11,420,000 -
Less: Deferred Income (3,119,434) -
Bai Muajjal Investment - net 8,300,566 -

Investments include securities which are held by the Holding Company to comply with the statutory liquidity requirements

Investments include Rs. 118.000 million (2017: Rs. 282.000 million) held by the State Bank of Pakistan as pledge against

demand loan, TT / DD discounting facilities and foreign exchange exposure limit sanctioned to the Bank and Rs. 5.000
million (2017: Rs. 5.000 million) held by the Controller of Military Accounts (CMA) under Regimental Fund Arrangements.

Investments include amounts aggregating to Rs. 1,792.177 million (2017: Rs 2,175.182 million) which have been classified

as loss in accordance with the requirements of Prudential Regulations prescribed by the SBP. Provision has however, not
been made against them as these investments are secured by way of guarantee from the Government of Pakistan.

1,034.995 million.
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9.9
9.9.1

Investment in associates

Movement of Investment in associates *

United Growth and Income Fund

UBL Liquidity Plus Fund

UBL Money Market Fund

UBL Retirement Savings Fund

UBL Government Securities Fund

UBL Gold Fund

UBL Asset Allocation Fund

UBL Stock Advantage Fund

UBL Financial Planning Fund

UBL Financial Sector Fund

UBL Income Opportunity Fund

UBL Special Savings Fund

Al Ameen Islamic Cash Fund

Al Ameen Islamic Aggressive Income Fund
Al Ameen Islamic Sovereign Fund

Al Ameen Shariah Stock Fund

Al Ameen Islamic Asset Allocation Fund

Al Ameen Islamic Financial Planning Fund
Al Ameen Islamic Financial Planning Fund Il
UBL Insurers Limited

Khushhali Bank Limited

Oman United Exchange Company, Muscat

United Growth and Income Fund

UBL Liquidity Plus Fund

UBL Money Market Fund

UBL Retirement Savings Fund

UBL Government Securities Fund

UBL Gold Fund

UBL Asset Allocation Fund

UBL Stock Advantage Fund

UBL Financial Planning Fund

Al Ameen Islamic Cash Fund

Al Ameen Islamic Aggressive Income Fund
Al Ameen Islamic Sovereign Fund

Al Ameen Shariah Stock Fund

Al Ameen Islamic Asset Allocation Fund

Al Ameen Islamic Financial Planning Fund
Al Ameen Islamic Financial Planning Fund Il
UBL Insurers Limited

Khushhali Bank Limited

Oman United Exchange Company, Muscat

Note

9.9.11
9.9.11
9.9.11
9.9.1.1
9.9.11
9.9.1.1
9.9.11
9.9.11
9.9.11
9.9.11
9.9.11
9.9.11
9.9.1.2
9.9.1.2
9.9.1.2
9.9.1.2
9.9.1.2
9.9.1.2
9.9.1.2
9.9.13
99.14
9.9.15

9.9.11
9.9.11
9.9.11
9.9.11
9.9.11
9.9.11
9.9.11
9.9.11
9.9.11
9.9.1.2
9.9.1.2
9.9.1.2
9.9.1.2
9.9.1.2
9.9.1.2
99.1.2
9.9.13
9.9.14
9.9.15

2018
Investment  Investment / Share of Investment
Country of Percentage at the (Redemption)  Share of Dividend unrealized
. . . . . Y i at the end of
incorporation Holding  beginning of  during the  profit/ (loss) received  (loss)/ surplus
the year
the year year on assets
(Rupees in '000)
Pakistan 0.00% 264,763 (260,089) (5,846) - 1,172 -
Pakistan 0.11% 93,371 (87,017) 21,215 (15,869) - 11,700
Pakistan 1.92% 11,455 8,818 12,003 (207) - 32,069
Pakistan - - - - - - -
Pakistan 0.00% 265,325 (258,939) (6,386) - - -
Pakistan - - - - - - -
Pakistan - - - - - - -
Pakistan 3.31% 210,149 6,581 (8,573) - (688) 207,469
Pakistan 0.00% 37,036 (37,289) 253 - - -
Pakistan 32.57% - 138,049 (17,947) (573) - 119,529
Pakistan 69.23% - 1,501,942 41,026 - - 1,542,968
Pakistan - - (49) 1,752 (1,703) - -
Pakistan 0.00% 367 (361) (6) - - -
Pakistan - - - - - - -
Pakistan 0.00% 382 (379) (3) - - -
Pakistan 0.00% 320,894 (347,030) 26,985 - (849) -
Pakistan 0.00% 216,916 (222,682) 6,099 - (333) -
Pakistan 0.00% 316,142 (325,412) 9,270 - - -
Pakistan 0.00% 45123 (45,241) 118 - - -
Pakistan 30.00% 345,097 - 69,787 - - 414,884
Pakistan 29.69% 2,046,922 - 552,689 (26,833) (59) 2,572,719
Oman 25.00% 69,702 1,846 (3,142) - - 68,406
4,243,644 72,748 699,294 (45,185) (757) 4,969,744
2017
Investment  Investment / Share of Investment
Country of Percentage at the (Redemption)  Share of Dividend unrealized esime
. X . I . y i at the end of
incorporation Holding  beginning of  during the  profit/ (loss) received  (loss)/ surplus
the year
the year year on assets
(Rupees in '000)
Pakistan 8.14% 615,046 (347,046) 33,235 (31,887) (4,585) 264,763
Pakistan 1.41% 11,738 78,160 4,165 (692) - 93,371
Pakistan 1.62% 11,445 - 611 (601) - 11,455
Pakistan 0.00% 30,654 (32,355) 1,701 - - -
Pakistan 9.36% 3,092,749 (2,852,278) 36,611 (11,757) - 265,325
Pakistan 0.00% 86,734 (89,577) 2,843 - - -
Pakistan 0.00% 765,932 (716,196) (4,339) (45,397) - -
Pakistan 3.19% 186,565 64,317 (24,370) (16,363) - 210,149
Pakistan 7.18% - 32,668 4,368 - - 37,036
Pakistan 0.01% 12,862 (12,674) 195 (16) - 367
Pakistan 0.00% 31,923 (32,415) 492 - - -
Pakistan 0.01% 59,360 (59,376) 419 (21) - 382
Pakistan 4.33% 363,868 25,655 (40,158) (29,320) 849 320,894
Pakistan 2.79% 128,665 115,159 (6,422) (20,819) 333 216,916
Pakistan 4.54% 611,598 (259,627) (35,829) - - 316,142
Pakistan 0.36% - 44,994 129 - - 45,123
Pakistan 30.00% 295,604 - 49,493 - - 345,097
Pakistan 29.69% 1,606,377 - 440,524 - 21 2,046,922
Oman 25.00% 66,497 7171 (3,966) - - 69,702
7,977,617  (4,033,420) 459,702 (156,873) (3,382) 4,243,644

*Summary of financial position is disclosed in note 9.9.2.
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9.9.11

9.9.1.2

9.9.1.3

9.9.1.4

9.9.1.5

9.9.1.6

9.9.2

These represent open ended mutual funds managed by UBL Fund Managers Limited. These funds are listed on the
Pakistan Stock Exchange and offer units for public subscription on a continuous basis.

These represent open ended shariah compliant mutual funds managed by UBL Fund Managers Limited. These funds are
listed on the Pakistan Stock Exchange and offer units for public subscription on a continuous basis.

UBL Insurers Limited is an unquoted public company, whose principal objective is to conduct general insurance business.

This represents the Bank's subscription towards the paid-up capital of Khushhali Bank Limited. Pursuant to section 10 of
the Khushhali Bank Ordinance, 2000 strategic investors including the Bank cannot sell or transfer their investment before a
period of five years that has expired on October 10, 2005. Thereafter, such sale / transfer would be subject to the prior
approval of the SBP. However these shares are still appearing as frozen as no approval has been obtained by the Bank to
unfreeze these shares.

Khushhali Bank Limited is a microfinance bank. The principal objective of the bank is to provide microfinance services and
promote social welfare through community building and social mobilization.

2018 2017

------- (Rupees in '000) ------
Net Assets 8,210,192 6,439,915
Percentage holding 29.69% 29.69%
Group share of Net Assets 2,437,947 1,912,278
Government Grant (351) (479)
Goodwill 135,123 135,123
Carrying amount of interest in associates 2,572,719 2,046,922

Oman United Exchange Company LLC (the Company) is incorporated in the Sultanate of Oman as a limited liability
company and is primarily engaged in money changing, issuing of drafts and the purchase and sale of travelers cheques.

As a result of exercise of a pledge in 2013, the Bank holds 20.99% of the issued and paid up capital of DHA Cogen
Limited without any consideration having been paid. Consequently, DHA Cogen Limited is classified as an associated
company.

Summary of financial position and performance

2018 2017
Assets Liabilities Revenue Profit / (loss) Assets Liabilities Revenue Profit / (loss)
memmemmeenmenneeneenneeeo-- (RUpeEES in '000) (Rupees in '000)

United Growth and Income Fund 573,715 43,937 448,831 72,710 3,299,033 45,050 374,614 99,761
UBL Liquidity Plus Fund 10,480,588 113,902 978,359 839,619 6,683,601 75,089 279,725 173,339
UBL Money Market Fund 1,688,067 22,064 118,939 100,138 724,871 17,787 46,997 38,542
UBL Government Securities Fund 2,723,835 1,117,849 402,029 109,432 5385942 2,551,190 309,628 (10,097)
UBL Stock Advantage Fund 6,478,894 203,139 (273,310) (498,435) 6,728,463 147,481 (528,583) (683,292)
UBL Financial Planning Fund - - - - 518,173 2,068 10,572 9,798
UBL Financial Sector Fund 377,545 10,546 (47,336) (57,293) - - - -
UBL Income opportunity Fund 2,236,876 7,964 95,065 90,711 - - - -
Al Ameen Islamic Cash Fund - - - - 4,167,060 21,509 243,331 82,107
Al Ameen Islamic Sovereign Fund 7,383,020 39,224 392,705 178,970 6,389,388 331,327 161,947 (2,611)
Al Ameen Shariah Stock Fund 6,963,154 215,578 (263,002) (496,756) 7,570,462 163,601 257,086 208,666
Al Ameen Islamic Asset Allocation

Fund 5,246,439 68,707 285,508 95,325 7,859,580 85,572 (67,124) 263,886
Al Ameen Islamic Financial Planning

Fund 2,425,280 14,657 127,908 117,774 9,514,590 100,333 (561,808) (825,416)
Al Ameen Islamic Financial Planning

Fund Il 12,383,270 8,527  (1,424,065) (25,933) 11,674,838 52,017 (651,228) (666,092)
UBL Insurers Limited 4,795,524 3,412,698 1,412,471 241327 4,180,839 3,026,792 1,062,464 169,206
Khushhali Bank Limited 70,461,754 62,251,562 8,846,637 2,431,676 58,978,610 52,538,695 6,971,272 1,876,462
Oman United Exchange Company,

Muscat 309,105 35,481 181,955 (64,481) 371,264 92,455 166,714 (26,307)
DHA Cogen Limited 4,603,235 18,110,429 - - 4,603,235 18,110,429 - (822,551)

190 | United Bank Limited



Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2018

9.10

9.10.1

9.10.1.1

9.10.1.2

9.10.1.3

Quality of Available for Sale Securities

Details regarding quality of Available for Sale (AFS) securities are as follows

Domestic Securities

Federal Government Securities - Government guaranteed
Market Treasury Bills
Pakistan Investment Bonds
Sukuk
Eurobonds

Shares

Listed Companies

Cement

Chemical

Commercial Banks

Fertilizer

Oil and Gas Exploration Companies
Oil and Gas Marketing Companies
Power Generation and Distribution
Technology and Communication
Textile Composite

Financial

Textile Spinning

Unlisted Companies

SME Bank Limited

First Women Bank

N.LF.T

NIT (Equity)

Passco

Swift (Belgium)

Vis Credit Information Services
Mastercard International

Kay Textile Mills Limited

World Bridge Connect Inc.
Techlogix International Limited
Cinepax Limited

Tri Star Shipping Company
Pakistan Mortgage Refinance Co Limited

Others

Investment in REIT
Preference Shares

2018

2017

Cost

---- (Rupees in '000) -----

139,865,800 | | 302,518,979
133,585,814 | | 229,560,472
15,145,060 19,102,273
19,793,232 16,768,510
308,389,906 567,950,234
2,180,204 1,842,819
861,004 915,931
337,311 337,311
5,661,660 5,661,660
593,890 1,555,238
579,373 579,373
5,975,088 6,196,611
665,808 658,156
543,543 -
36 36
595,323 595,321
17,993,240 18,342,456
2018 2017
Cost Breakup Cost Breakup
value value
----------------------- (Rupees in '000) ---------------—-—-
26,950 - 26,950 138
21,100 69,511 21,100 73,542
1,526 59,076 1,527 55,793
100 728,462 100 746,007
5,500 1,331,012 5,500 1,256,081
2,905 16,564 2,905 12,396
325 31 325 27
0 332 0 267
3,778 - 3,778 -
77,606 - 77,606 172,024
50,703 37,595 50,703 29,894
60,122 197,405 50,372 167,411
250 - 250 -
500,000 500,047 15,300 -
750,865 2,940,035 256,416 2,513,580
2018 2017
Cost

------- (Rupees in '000)

458,590
36,667

458,590
36,667
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9.10.1.4 Non-Government Debt Securities

Listed
- AA+, AA, AA-
-A+ A A-
- Unrated

Unlisted
- AAA
- Unrated

9.10.2 Foreign Securities

9.10.2.1 Government Securities

- Qatar

- Srilanka

- Jordan

- Bahrain

- Angola

- Egypt

- Kenya

- Nigeria

- Oman

- Portugal

- Tanzania

- Turkey

- United Arab Emirates

- Vietnam

- lvory Coast (African Development Bank)
- Counsel of Europe Development Bank 2022
- Republic of Zambia

- United Kingdom

- United States of America

- Azerbaijan

9.10.2.2 Non-Government Debt Securities

Listed
- AA+, AA, AA-
-A+ A A-
- BBB+, BBB, BBB-
- BB+, BB, BB-
- B+, B, B-
- CCC+, CCC, CcCcC-
- Unrated

9.10.2.3 Equity Securities

Listed
DP world - Bahrain

Unlisted
The Benefit Company B.S.C

9.10.2.4 Preference Shares
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2018

2017

Cost

(Rupees in '000) -------

520,464 120,783
250,000 149,790
97,615 97,615
868,079 368,188
105,000 -
73,218 73,218
178,218 73,218
2018 2017
Cost Rating Cost Rating
----------------------- (Rupees in '000) ---------------—-—-
3,762,165 AA- 3,098,194 BBB+
6,838,089 B+ 4,248,655 B
3,415,357 B+ 1,870,069 B+
4,957,369 B 3,960,322 BB+
- - 316,848 B+
2,834,954 B- 1,703,546 B
2,236,569 B 1,587,223 B
1,819,221 B 1,091,132 B+
3,515,060 BBB- 1,332,940 BBB+
- - 495,775 Unrated
1,287,857 B+ 1,251,809 B
3,044,348 BB- 2,488,633 BB+
6,908,648 AA 3,674,450 A+
- - 330,870 B+
2,659,053 AAA 750,385 AAA
1,061,703 AA+ 892,596 AA+
924,364 B- 738,523 B
20,241,612 AA 7,535,637 AA
2,200,283 AAA 651,555 AAA
- - 473,543 BB+
67,706,652 38,492,705
2018 2017
Cost
---- (Rupees in '000) -----
611,172 214,582
- 497,560
3,177,868 6,541,934
3,085,094 4,542,659
5,317,795 3,760,217
823,059 665,821
2,660,293 1,928,106
15,675,281 18,150,879
25,007 19,884
2,947 2,341
446,020 354,648
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9.1 Particulars relating to Held to Maturity securities are as follows:

9.11.1 Domestic Securities

9.11.1.1 Federal Government Securities - Government guaranteed

Pakistan Investment Bonds
Government of Pakistan Eurobonds
Government of Pakistan Sukuk

Bai Muajjal Government of Pakistan

9.11.1.2 Non-Government Debt Securities

Listed
- AAA
- AA+, AA, AA-
-A+ A A-

Unlisted
- AAA
- AA+, AA, AA-
-A+ A A-
- Unrated

9.11.1.3 Others

CDC SAARC Fund
9.11.2 Foreign Securities
9.11.2.1 Government Securities

- Qatar

- Jordan

- Bahrain

- Egypt

- Kenya

- Oman

- Portugal

- Sri Lanka

- Tanzania

- Yemen

- Turkey

- Ghana

- Republic of Nigeria
- UK Government

2018

2017

Cost

---- (Rupees in '000) -----

22,571,203

275,079,334 | | 311,766,517
8,788,340 6,564,140
1,399,305 221,823
8,300,566 -
293,567,545 318,552,480
- 2,250,000
2,560,858 661,390
- 149,790
2,560,858 3,061,180
10,018,430 8,522,230
2,345,018 2,224,643
907,142 942,857
2,116,109 2,390,806
15,386,699 14,080,536
302 240
2018 2017
Cost Rating Cost Rating
----------------------- (Rupees in '000) ----==-=-===mnmn---
1,660,619 AA- 1,065,501 BBB+
2,064,107 B+ 1,209,330 B+
1,656,666 B 1,795,459 BB+
2,702,499 B- 2,682,563 B
1,527,657 B 1,435,859 B
1,390,286 BBB- 449,598 BBB+
621,824 BBB- 495,775 unrated
3,173,601 B+ 2,200,763 B
1,479,863 B+ 1,406,244 B
2,885,435 unrated 6,601,781 unrated
1,213,098 BB- 973,674 BB+
- - 350,332 B-
- - 350,836 B
- - 1,553,488 AA
20,375,655
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9.11.2.2 Non Government Debt Securities

Listed
- BBB+, BBB, BBB-
- BB+, BB, BB-
- B+, B, B-
- CCC and below
- Unrated

Unlisted
- Unrated

9.11.2.3 Others
Commercial Paper
Recovery Note

2018

2017

Cost

---- (Rupees in '000) -----

55,545 953,857
414,174 1,964,480
553,362 2,346,383

- 594,742
173,595 -
1,196,676 5,859,462

301,197 239,493
- 227,224
428,009 340,333

9.11.3 The market value of securities classified as held-to-maturity as at December 31, 2018 amounted to Rs. 308,890.603

million (December 31, 2017: Rs. 372,139.379 million).

10 ADVANCES
Note Performing Non-performing Total
2018 2017 2018 2017 2018 2017
(Rupees in '000)
Loans, cash credits, running finances, etc. 662,493,705 564,097,136 66,422,459 51,202,694 728,916,164 615,299,830
Net Investment in finance lease 10.2 77,361 - - - 77,361 -
Islamic financings and related assets 10.7 22,595,094 22,106,385 97,156 94,421 22,692,250 22,200,806
Bills discounted and Purchased 60,902,866 69,457,105 2,983,692 2,784,397 63,886,558 72,241,502
Advances - gross 746,069,026 655,660,626 69,503,307 54,081,512 815,572,333 709,742,138
Provision against advances 104
- Specific - - (56,377,680)]| (40,932,306) (56,377,680) (40,932,306)
- General (4,642,931)|| (3,506,469) - - (4,642,931) (3,506,469)
(4,642,931)  (3,506,469)  (56,377,680) (40,932,306) (61,020,611) (44,438,775)
Advances - net of provision 741,426,095 652,154,157 13,125,627 13,149,206 754,551,722 665,303,363
10.1 Particulars of advances - gross 2018 2017
---- (Rupees in '000) -----
10.1.1  Inlocal currency 579,185,614 443,712,686
In foreign currencies 236,386,719 266,029,452
815,572,333 709,742,138
10.2 Net Investment in finance lease
2018 2017
Later than Later than
Not later "
one and More than Not later than one and More than five
than one ) , Total . Total
ear upto five five years one year upto five years
y years years
(Rupees in '000)
Minimum lease payments - 108,634 108,634 -
Financial charges for
future periods - (31,273) (31,273) -
Present value of minimum
lease payments - 77,361 77,361
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10.3

10.4

10.4.1

10.4.2

Advances include Rs. 69,503.307 million (2017: Rs. 54,081.512 million) which have been placed under non-performing
status as detailed below:

2018 2017
Category of Classification Non- Non-
Performing Provision Performing Provision
Loans Loans

(Rupees in '000)

Domestic
Other Assets Especially Mentioned* 89,546 1,113 81,653 2,012
Substandard 969,495 240,790 1,062,286 258,707
Doubtful 428,909 202,116 1,452,224 783,804
Loss 26,432,231 25,394,410 25,596,353 24,512,775
27,920,181 25,838,429 28,192,516 25,557,298
Overseas
Not past due but impaired 3,623,373 3,064,280 4,061,438 2,132,525
Overdue by:
Upto 90 days 7,986,841 2,731,329 1,938,276 750,984
91 to 180 days 2,152,622 2,090,614 1,396,595 401,056
181 to 365 days 2,327,966 2,000,233 3,274,572 1,010,167
> 365 days 25,492,324 20,652,795 15,218,115 11,080,276
41,583,126 30,539,251 25,888,996 15,375,008
Total 69,503,307 56,377,680 54,081,512 40,932,306

* The Other Assets Especially Mentioned category pertains to agricultural finance and advances to small enterprises.

Particulars of provision against advances

2018 2017
Note Specific General Total Specific General Total
(Rupees in '000)

Opening balance 40,932,306 3,506,469 44,438,775 38,750,356 3,296,276 42,046,632
Impact on adoption of IFRS 9 5.1.2 - 1,322,147 1,322,147 - - -
Exchange adjustments 4,846,402 797,076 5,643,478 700,448 (25,487) 674,961

Charge / (reversals)

Charge for the year 14,490,257 6,721 14,496,978 6,894,059 235,680 7,129,739
Reversals (2,310,364) (989,482) (3,299,846) (4,598,664) - (4,598,664)

12,179,893 (982,761) 11,197,132 2,295,395 235,680 2,531,075
Amounts written off 10.5 (1,580,921) - (1,580,921) (813,893) - (813,893)
Closing balance 56,377,680 4,642,931 61,020,611 40,932,306 3,506,469 44,438,775

General provision represents provision amounting to Rs. 303.132 million (December 31, 2017: Rs. 247.323 million)
against consumer finance portfolio as required by the Prudential Regulations issued by the SBP and Rs. 4,339.799 million
(December 31, 2017: Rs. 2,881.358 million) pertaining to overseas advances to meet the requirements of the regulatory
authorities of the respective countries in which the overseas branches and subsidiaries operate and on account of
adoption of IFRS 9, as explained in note 5.1.2. General provision also includes Rs.nil (December 31, 2017: Rs. 328.700
million) which is based on regulatory instructions. Further, the Bank carries provision of Rs.nil (December 31, 2017: Rs.
49.088 million) as a matter of prudence based on management estimates.

The Bank has availed the benefit of Forced Sale Value (FSV) of certain mortgaged properties held as collateral against
non-performing advances as allowed under BSD Circular no 1 of 2011. Had the benefit under the said circular not been
taken by the Bank, the specific provision against non-performing advances would have been higher by Rs. 20.009 million
(December 31, 2017: Rs. 24.540 million). The FSV benefit availed is not available for the distribution of cash or stock
dividend to shareholders.
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10.4.3 Particulars of provision against advances

In local currency
In foreign currencies

10.5 Particulars of write-offs

10.5.1 Against provisions

2018 2017
Specific General Total Specific General Total
(Rupees in '000)
25,749,531 303,132 26,052,663 25,185,167 296,411 25,481,578
30,628,149 4,339,799 34,967,948 15,747,139 3,210,058 18,957,197
56,377,680 4,642,931 61,020,611 40,932,306 3,506,469 44,438,775
Note 2018 2017

Directly charged to profit and loss account

10.5.2 Domestic

- Write-offs of Rs. 500,000 and above

- Write-offs of below Rs. 500,000

Write-offs in overseas branches

Write-offs in subsidiaries

10.6 Details of loan write-offs of Rs. 500,000 and above

------- (Rupees in '000) -------

10.4 1,580,921 813,893
130,830 187,443

1,711,751 1,001,336

10.6 14,851 607,829
128,868 275,139

143,719 882,968

326,445 23,324

1,241,587 95,044

1,711,751 1,001,336

In terms of sub-section (3) of Section 33A of the Banking Companies Ordinance, 1962, the statement in respect of written
off loans or any other financial relief of five hundred thousand rupees or above allowed to a person during the year ended
December 31, 2018 is given in annexure | to these consolidated financial statements (except in case of overseas branches
and subsidiaries write-offs which is restricted by overseas regulatory authorities). This includes amounts charged off

without prejudice to the Bank's right to recovery.

10.7 Information related to Islamic financing and related assets is given in Annexure Il to the consolidated financial statements.

11. FIXED ASSETS
Capital work-in-progress
Property and equipment
1.1 Capital work-in-progress

Civil works
Equipment
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Note 2018

2017

------- (Rupees in '000) -------

11.1 944,233 4,410,426
11.2 49,954,047 44,820,475
50,898,280 49,230,901

585,087 3,662,319

359,146 748,107

944,233 4,410,426
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11.2

Property and equipment

At January 1, 2018

Cost / Revalued amount
Accumulated depreciation
Net book value

Year ended December 2018

Opening net book value

Additions

Movement in surplus during the year
Disposals

Depreciation charge

Exchange rate adjustments

Closing net book value

At December 31, 2018
Cost / Revalued amount
Accumulated depreciation
Net book value

Rate of depreciation (percentage)

At January 1, 2017
Cost / Revalued amount
Accumulated depreciation
Net book value

Year ended December 2017

Opening net book value

Additions

Movement in surplus on assets revalued
during the year

Net Disposals (Book Value)

Depreciation charge

Net Exchange rate adjustments

Closing net book value

At December 31, 2017
Cost / Revalued amount
Accumulated depreciation
Net book value

Rate of depreciation (percentage)

Revaluation of properties

2018
i Electrical,
Leasehold | Building on Building on | Leasehold Furniture and| office and .
Freehold land Leasehold Improve- . Vehicles Total
land Freehold land fixture computer
land ments .
equipment
Rupees "000
6,433,625 21,883,262 4,935,576 5,710,714 4,147,158 2,075,897 11,677,083 510,385 57,373,700
- (1,410) (442,372 (4,734)  (2,461,886)  (1,290,633)  (8,057,378) (294,812)  (12,553,225)
6,433,625 21,881,852 4,493,204 5,705,980 1,685,272 785,264 3,619,705 215,573 44,820,475
6,433,625 21,881,852 4,493,204 5,705,980 1,685,272 785,264 3,619,705 215573 44,820,475
- 244,774 2,481,259 1,246,377 743,166 406,895 2,092,312 68,484 7,283,267
(348,300) - (15,849) - - - - (364,149)
(12,800) - (439) (20,781) (11,343) (11,514) (28,281) (85,158)
- (108,320) (239,164) (359,331) (177,017)  (1,517,840) (64,672)  (2,466,344)
- 58 735,195 1,308 (11,742) 12 40,346 779 765,956
6,433,625 21,765,584 7,601,338 6,698,213 2,036,584 1,003,811 4,223,009 191,883 49,954,047
6,433,625 21,767,359 8,237,453 6,944,070 4,959,090 2,442,434 13,585,230 482,725 64,851,986
- (1,775) (636,115) (245,857)  (2,922,506)  (1,438,623)  (9,362,221) (290,842)  (14,897,939)
6,433,625 21,765,584 7,601,338 6,698,213 2,036,584 1,003,811 4,223,009 191,883 49,954,047
2-5 25-10 10-20 10-25 10- 67 20-25 -
2017
- Electrical,
Leasehold | Building on | Buldingon | Leasehold fc G o ond| office and )
Freehold land Leasehold Improve- X Vehicles Total
land Freehold land fixture computer
land ments .
equipment
Rupees '000
5,025,317 16,240,938 4,470,087 4,865,948 3,476,092 1,796,707 10,979,816 566,997 47,421,902
- (1,337) (448,235) (146,370)  (2,077,189)  (1,170,164)  (8,053,745) (321,310)  (12,218,350)
5,025,317 16,239,601 4,021,852 4,719,578 1,398,903 626,543 2,926,071 245,687 35,203,552
5,025,317 16,239,601 4,021,852 4,719,578 1,398,903 626,543 2,926,071 245687 35,203,552
- 1,302,649 3,996 580,770 645,480 306,757 1,982,527 45910 4,868,089
1,408,308 4,353,002 14,661 590,178 - - - - 6,366,149
- (13,413) - - (1,860) (393) (3,228) (4,291) (23,185)
- (70,602) (184,970) (357,202) (159,174)  (1,307,155) (72,055)  (2,151,158)
- 13 523,297 424 (49) 11,531 21,490 322 557,028
6,433,625 21,881,852 4,493,204 5,705,980 1,685,272 785,264 3,619,705 215573 44,820,475
6,433,625 21,883,262 4,935,576 5,710,714 4,147,158 2,075,897 11,677,083 510,385 57,373,700
- (1,410) (442,372) (4,734)  (2,461,886)  (1,290,633)  (8,057,378) (294,812)  (12,553,225)
6,433,625 21,881,852 4,493,204 5,705,980 1,685,272 785,264 3,619,705 215573 44,820,475
2-5 25-10 10-20 10-25 10 - 67 20-25 -

The properties of the Bank were last revalued by independent professional valuers as at December 31, 2017. The
revaluation was carried out by M/s. Engineering Pakistan Int'l (Pvt) Ltd., M/s. M. J. Surveyors (Pvt) Ltd., M/s Harvestor
Services (Pvt) Ltd., and M/s Igbal A. Nanjee & Co. (Pvt) Ltd. on the basis of professional assessment of present market
values which resulted in an increase in surplus by Rs. 6,366.149 million. The total surplus arising against revaluation of
fixed assets as at December 31, 2018 amounts to Rs. 26,218.945 million.

The properties of UBL UK were last revalued by independent professional valuer, Quantum Valuation LLP, as at
December 31, 2018. The total surplus arising against the revaluation of fixed assets as at December 31, 2018 amounts to

Rs. 3,523.926 million.
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121

12.2

13.

Had there been no revaluation, the carrying amount of revalued assets of the group at December 31 would have been as
follows:

2018 2017
------- (Rupees in '000) -------
Freehold land 745,657 745,657
Leasehold land 3,318,680 3,187,670
Buildings on freehold land 3,472,062 1,347,946
Buildings on leasehold land 5,219,490 4,240,426
Carrying amount of temporarily idle properties of the Group 82,420 62,572

The cost of fully depreciated assets still in use

Furniture and fixtures 604,267 487,255
Electrical, office and computer equipment 5,738,511 5,204,108
Vehicles 84,903 84,442
Building on freehold land 15,305 12,899
Building on leasehold land 42,114 -
Leasehold improvements 1,070,576 656,845
7,555,676 6,445,549

Details of disposals of operating fixed assets

The information relating to operating fixed assets disposed off during the year is given in Annexure 'lll' and is an integral
part of these consolidated financial statements.

Note 2018 2017

INTANGIBLE ASSETS e (Rupees in '000) -------
Capital work-in-progress 224,823 56,610
Intangible assets 12.1 1,651,271 1,096,566

1,876,094 1,153,176
At January 1
Cost 4,537,089 4,536,006
Accumulated amortisation and impairment (3,440,523) (3,445,813)
Net book value 1,096,566 1,090,193
Opening net book value 1,096,566 1,090,193
Additions 1,085,392 435,013
Disposals (38,370) (18)
Amortisation charge (562,568) (436,392)
Exchange rate adjustments 70,251 7,770
Closing net book value 1,651,271 1,096,566
At December 31
Cost 5,831,215 4,537,089
Accumulated amortisation and impairment (4,179,944) (3,440,523)
Net book value 1,651,271 1,096,566
Rate of amortisation (percentage) 10-33.33 10-33.33
Useful life (in years) 3-10 3-10

2018 2017
The cost of fully amortised assets stillinuse e (Rupees in '000) -----
Software 2,168,950 1,989,239
DEFERRED TAX ASSETS / (LIABILITIES)
Deferred tax assets / (liabilities) 13.1 6,685,952 (2,980,466)
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13.1

14.

141

Movement in temporary differences during the year

2018

Recognised in

At Jazr‘;:gry K profit and loss Recognised in OCI At December 31,2018
account
el (1] T 11 1) e
Deductible temporary differences on
- Tax losses carried forward 559,243 (409,576) 83,693 233,360
- Post-retirement employee benefits 341,176 125,241 205,992 672,409
- Provision against advances, off-balance sheet etc. 1,107,929 1,184,320 - 2,292,249
- Surplus on revaluation of investments (3,673,530) - 8,634,001 4,960,471
- Others 640,615 181,651 301,739 1,124,005
(1,024,567) 1,081,636 9,225,425 9,282,494
Taxable temporary differences on
- Surplus on revaluation of fixed assets / non-banking assets (1,209,979) - (202,065) (1,412,044)
- Share of profit from Associates (462,443) (218,389) - (680,832)
- Accelerated tax depreciation and others (283,477) (217,383) (2,806) (503,666)
(1,955,899) (435,772) (204,871) (2,596,542)
(2,980,466) 645,864 9,020,554 6,685,952
2017
AtJ 1 Recognised in
;l:):;ry ! profit and loss Recognised in OCI At December 31, 2017
account
meemmnanennaeas (RUPEES iN '000) =rmmmsmmrmmesmmsmmemmmemmenees
Deductible temporary differences on
- Tax losses carried forward 316,918 195,612 46,713 559,243
- Post-retirement employee benefits 366,317 (7,975) (17,166) 341,176
- Provision against advances, off-balance sheet etc. 2,261,466 (1,153,537) - 1,107,929
- Others 2,004,941 (1,240,859) (123,467) 640,615
4,949,642 (2,206,759) (93,920) 2,648,963
Taxable temporary differences on
- Surplus on revaluation of fixed assets / non-banking assets (960,433) 27,228 (276,774) (1,209,979)
- Surplus on revaluation of investments (8,152,824) - 4,479,294 (3,673,530)
- Share of profit from Associates (497,230) 34,787 - (462,443)
- Accelerated tax depreciation (569,726) (119,981) 406,230 (283,477)
(10,180,213) (57,966) 4,608,750 (5,629,429)
(5,230,571) (2,264,725) 4,514,830 (2,980,466)
Note 2018 2017
Restated
OTHERASSETS e (Rupees in '000) -------
Income / mark-up accrued in local currency - net of provision 22,185,596 22,796,215
Income / mark-up accrued in foreign currency - net of provision 4,407,074 3,444,165
26,592,670 26,240,380
Advance taxation - net of provision for taxation 14.1 24,938,007 17,599,231
Receivable from staff retirement fund 321,349 632,808
Receivable from other banks against telegraphic transfers and demand drafts 88,354 270,941
Unrealized gain on forward foreign exchange contracts 5,205,860 2,798,197
Rebate receivable - net 1,055,900 529,870
Unrealized gain on derivative financial instruments 5,868 76,884
Suspense accounts 781,887 567,060
Stationery and stamps on hand 99,757 100,836
Non banking assets acquired in satisfaction of claims 1,597,124 1,602,606
Advances, deposits, advance rent and other prepayments 1,539,158 1,345,180
Acceptances 5.1.3 28,157,111 25,670,558
Others 2,842,330 4,172,926
93,225,375 81,607,477
Provision held against other assets 14.3 (1,086,072) (1,252,193)
Other assets - net of provision 92,139,303 80,355,284
Surplus on revaluation of non-banking assets acquired in satisfaction
of claims 23.3 173,141 183,405
Other assets - net of provision 92,312,444 80,538,689

The Income Tax returns of the Bank have been filed up to the tax year 2018 (accounting year ended December 31, 2017)
and were deemed to be assessed under section 120 of the Income Tax Ordinance, 2001 (Ordinance) unless amended by

the Commissioner of Inland Revenue.

Annual Report 2018 | 199




Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2018

14.2

14.2.1

14.2.2

14.2.3

The income tax authorities have issued amended assessment orders for the tax years 2003 to 2018, and created
additional tax demands (including disallowances of provisions made prior to Seventh Schedule) of Rs.13,119 million
(2017: Rs.12,928 million), which have been fully paid as required under the law. The Bank has filed appeals before the
various appellate forums against these amendments. Where the appellate authorities have allowed relief on certain
issues, the assessing authorities have filed appeals before higher appellate forums. Where the appellate authorities have
not allowed relief the Bank has filed appeals before higher appellate forums. The management of the Bank is confident
that the appeals will be decided in favour of the Bank.

The tax returns for Azad Kashmir (AK) and Gilgit Baltistan (GB) Branches have been filed upto the tax year 2018 (financial
year 2017) under the provisions of section 120(1) read with section 114 of the Ordinance and in compliance with the terms
of the agreement between banks and the Azad Kashmir Council in May 2005. The returns filed are considered as deemed
assessment orders under the law.

The tax authorities have also carried out monitoring for Federal Excise Duty, Sales tax and withholding taxes covering
period from year ended 2007 to 2017. Consequently various addbacks and demands were raised creating a total demand
of Rs. 995 million (2017: Rs. 919 million). The Bank has filed appeals against all such demands and is confident that these
would be decided in the favor of the Bank.

The tax returns for UAE, Yemen and Qatar branches have been filed upto the year ended December 31, 2017 and for
USA branch upto the year ended December 31, 2016 under the provisions of the laws prevailing in the respective
countries, and are deemed as assessed unless opened for reassessment.

The Bank has received corrective tax assessment of QAR 1 M (Rs: 38.138 million) from the General tax Authority (GTA) in
respect of tax year 2004 with no supporting calculations from GTA. Management has requested details for 2004
assessment from GTA, however to date no response has been received. Management is confident that the matters will be
decided in favour of the Bank and the possibility of any outcome against it is remote.

For UBL UK, UBTL, USAG, UBL FM and UET income tax returns have been filed up to the accounting year ended
December 31, 2017 under the provisions of the laws prevailing in the respective countries and are deemed as assessed
unless opened for reassessment by the tax authorities. Additionally, tax clearance has been issued for USAG, UBL UK,
and UBTL till the accounting year 2017, 2016, and 2015. There are no material tax contingencies in any of the
subsidiaries.

Note 2018 2017
------- (Rupees in '000) -------

Market value of Non-banking assets acquired in satisfaction of
claims 14.2.1 1,770,265 1,786,011

The valuation of non-banking assets of the Bank acquired in satisfaction of the claims were carried out by Joseph Lobo,
M.J. Surveyors (Private) Limited and Engineering Pakistan (Private) Limited from among the approved list of valuer of
Pakistan Banker’'s Association as at August 2018.

2018 2017
Non-banking assets acquired in satisfaction of claims ~ ceeeeen (Rupees in '000) -------
Opening Balance 1,786,011 2,343,457
Additions 465,266 198,900
Transfer to fixed assets - (740,760)
Revaluation 49,604 (33,752)
Disposals (563,165) -
Exchange Impact 32,549 18,166
1,770,265 1,786,011
Gain on Disposal of Non-banking assets acquired in satisfaction of claims
Disposal Proceeds 568,592 -
Less:
- Cost 619,701 -
- Impairment (88,510) -
531,191 -
Net Gain 37,401 -
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14.3

14.3.1

15.

16.

17.

171

17.2

Note
Provision held against other assets

Advances, deposits, advance rent and other prepayments
Non banking assets acquired in satisfaction of claims
Fraud and forgery

Movement of provision held against other assets

Opening balance
Exchange adjustments

Charge / (reversals)
Charge for the year
Reversals
35
Transfers in - net
Amounts written off
Closing balance

CONTINGENT ASSETS
There were no contingent assets as at the statement of financial position date.
BILLS PAYABLE

In Pakistan
Outside Pakistan

BORROWINGS
Particulars of borrowings

In local currency
In foreign currencies

Details of borrowings

Secured

Borrowings from the State Bank of Pakistan under:
Export refinance scheme 17.3
Refinance facility for modernization of SMEs 17.4
Long term financing facility 17.5

Repurchase agreement borrowings 17.6
Bai Muajjal payable to other financial institutions

Unsecured

Call borrowings 17.7
Overdrawn nostro accounts

Money market deals 17.8

2018

2017

------- (Rupees in '000) -------

571,597 695,685
104,512 104,512
409,963 451,996

1,086,072 1,252,193
1,252,193 1,179,861
2,112 204
169,957 110,799
(163,434) (48,725)
6,523 62,074
15,892 38,647
(190,648) (28,593)
1,086,072 1,252,193
26,724,282 29,427,939
548,685 424,466
27,272,967 29,852,405
238,184,708 489,038,458
41,733,417 28,043,701
279,918,125 _ 517,082,159
28,120,012 19,375,930
11,204 10,250
21,871,486 17,312,481
50,002,702 36,698,661
133,315,545 453,224,580
49,878,076 -
233,196,323 489,923,241
18,936,178 10,167,645
1,936,041 577,014
25,849,583 16,414,259
46,721,802 27,158,918
279,918,125 _ 517,082,159
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17.3

17.4

17.5

17.6

17.7

17.8

18.

18.1

The Bank has entered into an agreement with the SBP for extending export finance to customers. As per the terms of the
agreement, the Bank has granted the SBP the right to recover the outstanding amounts from the Bank at the date of
maturity of the finances by directly debiting the Bank's current account maintained with the SBP. These borrowings are
repayable within six months, latest by June 2019. These carry mark-up at rates ranging from 1.00% to 2.00% per annum
(2017: 1.00% to 2.00% per annum).

These borrowings have been obtained from the SBP under a scheme to finance modernization of Small and Medium
Enterprises by providing financing facilities for setting up of new units, purchase of new plant and machinery for Balancing,
Modernization and Replacement (BMR) of existing units and financing for import / local purchase of new generators upto a
maximum capacity of 500 KVA. These borrowings are repayable latest by February 2021 and carry mark-up at a rate of
2.00% to 6.25% per annum (2017: 6.25% per annum).

These borrowings have been obtained from the SBP for providing financing facilities to exporters for adoption of new
technologies and modernization of their plant and machinery. These borrowings are repayable latest by January 2029.
These carry mark-up at rates ranging from 2.00% to 9.70% (2017: 2.00% to 9.70% per annum).

These repurchase agreement borrowings are secured against Pakistan Investment Bonds, Treasury Bills, Government of
Pakistan Eurobonds, Foreign Bonds Sovereign and Foreign Bonds Others and carry mark-up at rates ranging from 3.27%
to 10.35% per annum (2017: 5.75% to 5.85% per annum). These borrowings are repayable latest by February 2019. The
market value of securities given as collateral against these borrowings is given in note 9.2.1.

These are unsecured borrowings carrying mark-up at rates ranging from 2.0% to 10.25% per annum (2017: 0.1% to 5.8%
per annum), and are repayable latest by March 2019.

These borrowings carry mark-up at rates ranging from 3.25% to 4.64% per annum (2017: 2.57% to 4.80% per annum),
and are repayable latest by June 2019.

DEPOSITS AND OTHER ACCOUNTS

2018 2017
Curoney  cumoncies ™™ Cunensy  curencis Tota
(Rupees in '000)
Customers
Fixed deposits 126,191,096 231,511,195 357,702,291 132,020,685 235,764,503 367,785,188
Savings deposits 392,861,499 45,176,640 438,038,139 354,414,556 33,736,099 388,150,655
Sundry deposits 11,768,321 1,055,683 12,824,004 11,895,126 1,153,691 13,048,817
Margin deposits 2,962,920 3,404,673 6,367,593 2,491,467 3,060,673 5,552,140
Current accounts - remunerative 965,509 7,089,695 8,055,204 1,335,274 4,679,025 6,014,299
Current accounts - non-remunerative 449,938,039 106,392,768 556,330,807 396,153,734 95,105,583 491,259,317
984,687,384 394,630,654 1,379,318,038 898,310,842 373,499,574 1,271,810,416
Financial Institutions
Current deposits 21,804,360 3,840,911 25,645,271 10,399,630 10,422,467 20,822,097
Savings deposits 30,509,483 - 30,509,483 44,373,428 - 44,373,428
Term deposits 11,301,901 1,549,348 12,851,249 12,421,333 271,213 12,692,546
63,615,744 5,390,259 69,006,003 67,194,391 10,693,680 77,888,071
1,048,303,128 400,020,913 1,448,324,041 965,505,233 384,193,254 1,349,698,487
2018 2017
Composition of deposits Rupees in '000
- Individuals 838,746,377 845,191,118
- Government (Federal and Provincial) 57,839,039 47,728,180
- Public Sector Entities 74,543,165 81,032,506
- Banking Companies 14,897,848 21,379,448
- Non-Banking Financial Institutions 53,483,504 57,402,113
- Private Sector 408,814,108 296,965,122

1,448,324,041  1,349,698,487

This includes deposits eligible to be covered under insurance arrangements in accordance with DPC Circular No. 04 dated
June 22, 2018 amounting to Rs 813,924.260 million (2017: Rs 718,356.599 million).
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19.

20.

LIABILITIES AGAINST ASSETS SUBJECT TO FINANCE LEASE

These represent finance leases entered into for the lease of franking machine. At the end of the lease period, the
ownership of the leased assets shall be transferred to the Group on payment of the residual values of the leased assets.
The cost of operating and maintaining the leased assets is borne by the Group. The liabilities are secured by demand
promissory notes, security deposits, and the franking machines which have been obtained under these leasing
arrangements. The rate used for discounting future lease payments is 12.39% per annum (2017: 12.39% per annum). The
amount of future minimum lease payments, and the periods during which they become due are as follows:

2018
Minimum Finance _—
Principal
lease charges for X
. Outstanding
payments future periods

-------------------- (Rupees in '000) ------=-=-=====--==-

Not later than one year 4,955 733 4,222
Later than one year and not later than five years 6,748 970 5,778
11,703 1,703 10,000
2017
Minimum Finance L
Principal
lease charges for

. Outstandi
payments future periods utstanding

-------------------- (Rupees in '000) -==-====n=ssnmmmn=nn

Not later than one year 2,343 249 2,094
Later than one year and not later than five years 2,281 - 2,281
4,624 249 4,375

SUBORDINATED DEBTS

The Bank is in the process of issuing fully paid up, rated, listed, perpetual, unsecured, subordinated, non-cumulative and
contingent convertible debt instruments in the nature of Term Finance Certificates (TFCs) under Section 66 of the
Companies Act, 2017 which qualify as Additional Tier | Capital as outlined by State Bank of Pakistan (SBP) under BPRD
Circular No. 6 dated August 15, 2013.

During 2018, the Bank completed the Pre-IPO with subscription amounting to Rs. 9,000 million. In January 2019, the Bank
proceeded with the initial public offering amounting to Rs. 1,000 million, thus closing the total issue size of Rs. 10,000

million.

Salient features of the ADT 1 issue are as follows:-

I si Up to Rs. 7,000 million with an upsize option / green shoe option of an additional Rs. 3,000 million aggregating
ssue size to Rs. 10,000 million.

Rating “AA+” (Double A Plus) by JCR-VIS Credit Rating Company Limited.

Tenor Perpetual (i.e. no fixed or final redemption date).

The TFCs shall be unsecured and subordinated to all other indebtedness of the Bank, including depositors

Security and general creditors. However, they shall rank senior to the claims of ordinary shareholders.

Mark-up Rate The TFCs shall carry mark-up at the rate of 3 Month KIBOR + 1.55%.

Mark-up Payment Profit / Mark-up shall be payable quarterly in arrears, on a non-cumulative basis.

Frequency

Call Option The Bank may, at its sole discretion, call the TFCs, at any time after five years from the Issue Date subject to

the prior approval of the SBP.

Mark-up on the TFCs shall only be paid from the current year's earnings and if the Bank is fully compliant with
Lock-in Clause SBP’s Minimum Capital Requirement (MCR), Capital Adequacy Ratio (CAR) and Liquidity Ratio (LR)
requirements.

The TFCs shall, at the discretion of the SBP, be either permanently converted into ordinary shares or
Loss Absorbency Clause|permanently written-off (partially or in full) pursuant to the loss absorbency clause as stipulated in the
“Instructions for Basel Il Implementation in Pakistan” issued vide BPRD Circular No. 6 dated August 15, 2013.
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21.

211

21.2

22.
221

22.2

223

Note 2018 2017
Restated
OTHER LIABILITIES e (Rupees in '000) -------
Mark-up / return / interest payable in local currency 12,352,461 12,547,094
Mark-up / return / interest payable in foreign currency 2,403,423 1,857,981
14,755,884 14,405,075
Accrued expenses 4,443,787 4,612,561
Branch adjustment account 848,267 1,021,326
Deferred income 617,099 636,710
Unearned commission and income on bills discounted 1,297,833 1,500,844
Provision against off-balance sheet obligations 211 842,545 73,692
Unrealized loss on forward foreign exchange contracts 3,743,347 864,509
Trading liability 3,750,654 -
Payable to staff retirement fund 972,584 44,538
Deferred liabilities 21.2 3,685,997 3,380,920
Unrealized loss on derivative financial instruments 82,047 3,176
Workers' Welfare Fund payable 3,130,511 2,601,763
Insurance payable against consumer assets 410,466 331,840
Dividend payable 521,612 631,030
Acceptances 28,157,111 25,670,558
Charity fund balance 2,597 120,939
Others 2,081,541 901,853
69,343,882 56,801,334
Provision against off-balance sheet obligations
Opening balance 73,692 683,866
Impact on adoption of IFRS 9 5.1.2 211,244 -
Exchange adjustments 94,309 (11,077)
Charge / (reversal) during the year 35 463,300 (599,097)
Transfer out - net - -
842,545 73,692
Deferred liabilities
Provision for post retirement medical benefits 4114 1,821,847 1,463,703
Provision for compensated absences 1,166,399 1,225,727
Deferred liability for outsourced services 207,963 169,466
Deferred liability - overseas 489,788 522,024
3,685,997 3,380,920
SHARE CAPITAL
Authorized Capital
2018 2017 2018 2017
----- Number of shares ----- ------- (Rupees in '000) -------
2,000,000,000 2,000,000,000 Ordinary shares of Rs.10 each 20,000,000 20,000,000
Issued, subscribed and paid-up capital
2018 2017 2018 2017
----- Number of shares ----- ------- (Rupees in '000) -------
Fully paid-up ordinary shares of Rs.10 each
518,000,000 518,000,000 Issued for cash 5,180,000 5,180,000
706,179,687 706,179,687 Issued as bonus shares 7,061,798 7,061,798
1,224,179,687  1,224,179,687 12,241,798 12,241,798

In 2007, the Bank was admitted to the official list of the UK Listing Authority and to the London Stock Exchange
Professional Securities Market for trading of Global Depository Receipts (GDRs), each representing four ordinary shares
issued by the Bank. The GDRs constitute an offering in the United States only to qualified institutional buyers in reliance
on Rule 144A under the U.S Securities Act of 1933 and an offering outside the United States in reliance on Regulation S.
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22.4

22.5

23.

231

Holders of GDRs are entitled, subject to the provisions of the depository agreement, to receive dividends, if any, and rank
pari passu with other equity shareholders in respect of such entitlement. However, the holders of GDRs have no voting
rights or other direct rights of shareholders with respect to the ordinary shares underlying such GDRs. Subject to the terms
and restrictions set out in the offering circular dated June 25, 2007, the deposited ordinary shares in respect of which the
GDRs were issued may be withdrawn by the GDR holders from the depository facility. Upon withdrawal, the holders will
rank pari passu with other ordinary shareholders in respect of voting powers. As at December 31, 2018, 248,067 (2017:

1,318,827) GDRs, representing 992,266 (2017: 5,275,310) shares were in issue.

Major shareholders (holding more than 5% of total paid-up capital)
2018

2017

Number of
Name of shareholders shares held
Bestway (Holdings) Limited 631,728,895
Bestway Cement Limited 93,649,744

Percentage of
shareholding

51.60%
7.65%

Number of
shares held

631,728,895
93,649,744

Percentage of
shareholding

51.60%
7.65%

As at December 31, 2018, Bestway Group (Bestway) held 61.46% (2017: 61.46%) shareholding (including GDRs) of the

Bank.

Shares of the Bank held by its associates

UBL Asset Allocation Fund
UBL Stock Advantage Fund

SURPLUS ON REVALUATION OF ASSETS -
NET OF DEFERRED TAX

Surplus / (deficit) arising on revaluation of assets - net of tax

Fixed assets

Available for sale securities

Non-banking assets acquired in satisfaction of claims

Surplus / (deficit) arising on revaluation of assets of associates

Surplus on revaluation of fixed assets
Surplus on revaluation of fixed assets as at January 1

Revaluation against fixed assets during the year

Exchange adjustments

Transferred to unappropriated profit in respect of incremental
depreciation charged during the year - net of deferred tax

Related deferred tax liability on incremental depreciation charged
during the year

Less: Related deferred tax liability on
Revaluation as on January 1
Revaluation of fixed assets during the year
Exchange adjustments
Incremental depreciation charged on related assets

Share of Non-controlling interest
Group's share

Note

231
232
233

13.1

2018

2017

------- (Number of shares) -------

225,900
1,645,800

1,871,700

2018

2017

Restated

------- (Rupees in '000) -------

27,117,327 27,136,589
(10,230,180) 5,896,699
105,856 112,528
(97) 660
16,992,906 33,146,476
29,234,547 22,332,693
74,294 6,627,435
522,604 353,662
(58,175) (52,015)
(30,399) (27,228)
508,324 6,901,854
29,742,871 29,234,547
1,139,102 900,982
152,745 205,109
83,311 60,239
(30,399) (27,228)
1,344,759 1,139,102
28,398,112 28,095,445
(1,280,785) (958,856)
27 117,327 27,136,589
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23.2

23.3

24,

241

(Deficit) / surplus on revaluation of available for sale securities

Market Treasury Bills

Pakistan Investment Bonds

Listed shares

REIT Scheme

Term Finance Certificates, Sukuks, other bonds etc.
Foreign bonds

Related deferred tax

Share of Non controlling interest
Group's share

Surplus on revaluation of non-banking assets
Surplus on revaluation of non-banking assets as at January 1

Revaluation of non-banking assets during the year
Reversal on disposal / transfer of non-banking assets

Less: Related deferred tax liability on
Revaluation as at January 1
Revaluation of non-banking assets during the year
Reversal on disposal / transfer of non-banking assets

NON-CONTROLLING INTEREST

Assets
Liabilites
Net assets

Net assets attributable to NCI

Key financial information

Income (Mark-up & Non-Markup)

Expenses (including provisions)

Profit for the year

Other comprehensive income for the year
Total Comprehensive Income

(Loss) / profit allocated to NCI

OCI allocated to NCI

Cashflows from operating activities
Cashflows from investing activities
Cashflows from financing activities
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2018

2017

------- (Rupees in '000) -------

(22,440) (3,034)
(14,268,873) 6,285,489
1,747,980 1,780,430
41,273 -
(136,173) 28,475
(3,494,668) 1,201,338
(16,132,901) 9,292,698
4,960,471 (3,673,530)
(11,172,430) 5,619,168
942,250 277,531
(10,230,180) 5,896,699
183,405 169,861
28,611 32,647
(38,875) (19,103)
(10,264) 13,544
173,141 183,405
70,877 59,451
10,014 11,426
(13,606) -
67,285 70,877
105,856 112,528
2018
UNBL UBLFM Total
45% 1.13%

------- (Rupees in '000) -------
87,359,241 2,289,972 89,649,213
75,046,256 565,459 75,611,715
12,312,985 1,724,513 14,037,498

5,540,843 19,487 5,560,330
1,864,531 1,164,191 3,028,722
(2,838,093) (756,604) (3,594,697)

(973,562) 407,587 (565,975)
1,117,311 - 1,117,311
143,749 407,587 551,336
(438,103) 4,606 (433,497)
502,790 - 502,790
2,110,392 3,915 2,114,307
(2,309,277) (7,185) (2,316,462)
(147,110) (1,576) (148,686)
(345,995) (4,846) (350,841)
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25.

251

25.2

25.21

25.2.2

25.23

25.2.4

CONTINGENCIES AND COMMITMENTS

-Guarantees
-Commitments
-Other contingent liabilities

Guarantees:

Financial guarantees
Performance guarantees
Others guarantees

Commitments:

Documentary credits and short-term trade-related transactions
- letters of credit

Commitments in respect of:
- forward foreign exchange contracts
- forward government securities transactions
- derivatives
Interest rate swaps
FX options
- forward lending

Commitments for acquisition of:
- operating fixed assets

Commitments to extend credit

Note

251
25.2
253

Note

2522
2523

2524

2524
2525

2526

2018

2017
Restated

------- (Rupees in '000) -------

202,841,075
980,442,231
15,592,385

215,585,371
787,296,959
16,975,751

1,198,875,691

1,019,858,081

2018

2017

------- (Rupees in '000) -------

32,864,729 21,990,608
160,269,664 173,555,612
9,706,682 20,039,151
202,841,075 215,585,371
180,088,337 169,532,554
650,576,446 455,265,957
15,946,089 7,872,368
1,674,764 4,358,641
1,159,752 166,736
129,068,240 148,112,725
1,928,603 1,987,978
980,442,231 787,296,959

The Group makes commitments to extend credit in the normal course of its business but these being revocable
commitments do not attract any significant penalty or expense if the facility is unilaterally withdrawn.

Commitments in respect of forward foreign exchange contracts

Purchase
Sale

Commitments in respect of forward government securities transactions

Forward purchase of government securities
Forward sale of government securities

Commitments in respect of derivatives

Interest rate swaps
FX options - purchased
FX options - sold

2018

2017

------- (Rupees in '000) -------

347,426,249 242,093,757
303,150,197 213,172,200
13,619,209 7,870,890
2,326,880 1,478
1,674,764 4,358,641
579,876 83,368
579,876 83,368
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25.25

25.2.51

25.2.6

253

25.3.1

25.3.2

25.3.3

254

255

26.

Note 2018 2017
------- (Rupees in '000) -------

Commitments in respect of forward lending

Undrawn formal standby facilities, credit lines and other
commitments to lend 25.2.5.1 65,695,154 60,461,972
Others 63,373,086 87,650,753
129,068,240 148,112,725

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

Note 2018 2017
------- (Rupees in '000) -------

Commitments in respect of capital expenditure 1,928,603 1,987,978

Other contingencies

Claims against the Group not acknowledged as debts 25.3.1 11,534,796 12,918,162

These mainly represent counter claims filed by the borrowers for restricting the Group from disposal of assets (such as
mortgaged / pledged assets kept as security).

Based on legal advice and / or internal assessments, management is confident that the matters will be decided in favour
of the Group and the possibility of any outcome against the Group is remote and accordingly no provision has been made
in these consolidated financial statements.

Penalties amounting to Rs. 4.058 billion have been levied by the FE Adjudication Court of the State Bank of Pakistan
relating to alleged contraventions of the requirements of foreign exchange regulations with respect to issuance and
certification of E-Forms by the Bank to certain customers (exporters) who failed to submit the export documents
thereagainst. Consequently foreign exchange on account of export proceeds have not been repatriated. The Bank
maintains that it fully discharged its liability, in accordance with the law and has filed a civil suit in the High Court of Sindh
challenging the levy of the penalty. The High Court has granted a stay on action being taken against the Bank. The
management, based on the advice from legal counsel, is confident that the view of the Bank will prevail and the Bank will
not be exposed to any loss on this account.

Punjab revenue authority issued show cause notice to UBL Fund Managers Limited requiring them to pay sales tax under
Punjab sales tax on service act 2012 on management fee earned in Punjab from May 22, 2013. The Company has filed a
petition on July 8, 2015 in the High Court of Sindh. A favorable outcome of this petition is expected.

For contingencies relating to taxation, refer note 14.1.

For matter relating to New York branch, refer note 50.

DERIVATIVE INSTRUMENTS

Derivatives are a type of financial contract, the value of which is determined by reference to one or more underlying
assets or indices. The major categories of such contracts include forwards, futures, swaps and options. Derivatives also
include structured financial products that have one or more of the characteristics of forwards, futures, swaps and options.
The Bank, as an Authorized Derivative Dealer (ADD), is an active participant in the Pakistan derivatives market and offers
a wide variety of derivatives products covering both hedging and market making to satisfy customers’ needs. Where

required, specific approval is sought from the SBP for each transaction.

The authority for approving policies lies with the Board of Directors (BoD) and the Board Risk and Compliance Committee
(BRCC). The Risk Management Committee (RMC) is responsible for ensuring compliance with these policies.
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With regard to derivatives, the RMC is authorized to:

Review the derivatives business with reference to market risk exposure and assign various limits in accordance with
the risk appetite of the Bank.

Review the Derivatives Business Policy and recommend approval to the BRCC / BoD.

Review and approve derivatives product programs.
- Authorize changes in procedures and processes regarding derivatives and structured products.

Overall responsibility for derivatives trading activity lies with the Treasury and Capital Markets Group. Measurement and
monitoring of market and credit risk exposure and limits and its reporting to senior management and the BoD is done by
Treasury Middle Office (TMO), which also coordinates with the business regarding approvals for derivatives risk limits.
Treasury Operations records derivatives activity in the Bank’s books, and handles its reporting to the SBP.

Derivatives risk management
There are a number of risks undertaken by the Group, which need to be monitored and assessed.
Credit risk

Credit risk refers to the risk of non-performance or default by a party to a derivatives transaction, resulting in an adverse
impact on the Group’s profitability. Credit risk associated with derivatives transactions is categorized into settlement risk
and pre-settlement risk. Credit proposals for derivatives transactions are approved by the Credit Committee. The credit
exposure of each counterparty is estimated and monitored against approved counterparty limits by TMO on a daily basis.

Market risk

The Group, as a policy, hedges back-to-back all Options transactions. In addition, the Group does not carry any
exchange risk on its Cross Currency Swaps portfolio as it hedges the exposure in the interbank market. To manage the
interest rate risk of Interest Rate Derivatives, the Group has implemented various limits which are monitored and reported
by TMO on a daily basis.

Liquidity risk
Derivatives transactions, usually being non-funded in nature, do not carry a specific funding liquidity risk.

The liquidity risk arises from the fact that in Pakistan, interest rate derivatives generally have a uni-directional demand,
and no perfect hedge is available. The Group mitigates its risk by limiting the portfolio in terms of tenor, notional and
sensitivity limits, and can also hedge its risk by taking on and off-balance sheet positions in the interbank market, where
available.

Operational risk

The staff involved in the trading, settlement and risk management of derivatives are carefully trained to deal with the
complexities involved in the process. Adequate systems and controls are in place to carry out derivatives transactions
smoothly. Each transaction is processed in accordance with the product program or a transaction memo, which contains
detailed guidance on the accounting and operational aspects of the transaction to further mitigate operational risk. In
addition, TMO and the Compliance and Control Department are assigned the responsibility of monitoring any deviation
from policies and procedures. The Group’s Audit and Inspection group also reviews this function, with a regular review of
systems, transactional processes, accounting practices and end-user roles and responsibilities.

The Group uses a derivatives system which provides an end-to-end valuation solution, supports the routine transactional
process and provides analytical tools to measure various risk exposures, carry out stress tests and sensitivity analysis.

TMO produces various reports on a periodic basis which are reviewed by senior management. These reports provide

details of the derivatives business profile such as outstanding positions, profitability, risk exposures and the status of
compliance with limits.
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26.1

26.2

Product analysis

Counterparties

With banks for
Hedging
Market making

With Fls other than Banks
Hedging
Market making

With other entities
Hedging
Market making

Total
Hedging
Market making

Counterparties

With banks for
Hedging
Market making

With Fls other than Banks
Hedging
Market making

With other entities
Hedging
Market making

Total
Hedging
Market making

Maturity analysis of derivatives

Remaining maturity

Upto 1 month
1 to 3 months
3 to 6 months
11to 2 years
210 3 Years
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2018
Forward purchase
. Forward sale contracts of
Interest rate swaps FX options contracts of government . Total
L government securities
securities
: Mark to . Mark to ) Mark to ) Mark to . Mark to
Nr(i)r:lc(:)in:: Market Gain Nﬁ;gn:: Market Gain Nﬁrﬁgn:: Market Gain Nr(i)r:gn:: Market Gain Nr?r:gn:: Market Gain
princip I(oss) || PP 1 (l0ss) princip 1 (10ss) princip / (l0ss) princip I (l0ss)
(Rupees in 000)
179,132 1,170 579,876 - - - - 759,008 1,170
316,500 (16,000) - - 3,809,653 (58,123) - 4,126,153 (74,123)
495,632 (14,830) 579,876 - 3,809,653 (58,123) - 4,885,161 (72,953)
- - - - 2,326,880 (672) 2,326,880 (672)
- - - - 2,326,880 (672) 2,326,880 (672)
1,179,132 (7,252) 579,876 - 9,809,556 4,698 - 11,568,564 (2,554)
1,179,132 (7,252) 579,876 - 9,809,556 4,698 - 11,568,564 (2,554)
179,132 1,170 579,876 - - - - - 759,008 1,170
1,495,632 (23,252) 579,876 - 13,619,209 (53,425)| | 2,326,880 (672)]|_18,021,597 (77,349)
1,674,764 (22,082) _ 1,159,752 - 13,619,209 (53.425) _ 2,326,880 (672) _ 18,780,605 (76,179)
2017
Forward purchase
. Forward sale contracts of
Interest rate swaps FX options contracts of government . Total
o government securities
securities
. Mark to . Mark to . Mark to . Mark to . Mark to
Nﬁ:ginz: Market Gain Nﬁ;gn:: Market Gain N:;:';’in:: Market Gain N:;:';’in:: Market Gain Nr?r:gn:: Market Gain
princip / (loss) princip /loss princip / (loss) prinip / (loss) princip / (loss)
(Rupees in 000)
413,071 2,597 83,368 - - - - - 496,439 2,597
316,499 5432 - - 7,870,890 (1,155) 1,478 (2) 8,188,867 4,275
729,570 8,029 83,368 - 7,870,890 (1,155) 1,478 (2) 8,685,306 6,872
3,629,071 66,836 83,368 - - - - 3,712,439 66,836
3,629,071 66,836 83,368 - - - - 3,712,439 66,836
413,071 2,597 83,368 - - - - - 496,439 2,597
3,945,570 72,268 83,368 - 7,870,890 (1,155) 1,478 (2)] | 11,901,306 71,111
4,358,641 74,865 166,736 - 7,870,890 (1,155) 1,478 (2) _ 12,397,745 73,708
2018 2017
Number of  Notional Unrealized Number of  Notional Unrealized
contracts principal (Loss) Gain Net contracts principal (Loss) Gain Net
Bl | {113 T W1 11 1) I reemmemmmmmemmenmenmannenees (RUPEES iN '000) =memmemmemmemmemmmnmenns
24 6,534,882 (58,795) - (58,795) 11 7,962,602 (3,176) 2,018 (1,157)
35 10,460,026 4,698 4,698 8 76,502 - -
7 1,469,197 (7,252) 1,170 (6,082) 3 216,000 6,807 6,807
1 316,500 (16,000) - (16,000) 3 3,826,141 62,627 62,626
- - - - - 1 316,500 5,432 5,432
67 18,780,605 (82,047) 5,868 (76,179) 26 12,397,745 (3,176) 76,884 73,708
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27.

28.

29.

30.

30.1

31.

Note
MARK-UP / RETURN / INTEREST EARNED

Loans and advances
Investments

Lendings to financial institutions
Balances with banks

MARK-UP / RETURN / INTEREST EXPENSED

On deposits
Borrowings
Subordinated Debt

FEE AND COMMISSION INCOME

Branch banking customer fees

Consumer finance related fees

Card related fees (debit and credit cards)
Investment banking fees

Financial Institution rebate / commission
Corporate service charges / facility fee
Commission on trade

Commission on guarantees

Commission on cash management

Commission on remittances including home remittances - net
Commission on bancassurance

Commission on Benazir Income Support Program
Management Fee

Others

GAIN ON SALE OF SECURITIES - NET

Realised 30.1
Unrealised - held for trading

Realised gain on:

Federal Government Securities
Shares

Foreign Securities

Other securities

OTHER INCOME

Charges recovered

Rent on properties

Gain on sale of operating fixed assets - net

Gain on sale of ljarah assets

Income from sale of non-banking asset 14.2.3
Gain on trading liabilities - net

2018

2017

------- (Rupees in '000) -------

45,651,365 35,119,920
65,848,463 73,010,272
4,963,902 2,130,957
899,394 318,746
117,363,124 110,579,895
38,234,019 32,805,964
20,616,460 19,681,789
265,010 -
59,115,489 52,487,753
1,896,993 1,724,460
879,076 763,760
1,679,552 1,382,123
776,778 720,237
394,299 268,242
588,696 861,551
1,650,930 1,722,513
744,145 804,704
739,476 636,371
2,781,604 2,222,507
1,592,076 1,162,456
569,417 750,582
954,640 1,265,190
639,071 547,294
15,886,753 14,831,990
4,475,542 4,797,686
8,524 2,207
4,484,066 4,799,893
4,074,332 3,631,595
405,396 209,673
(4,058) 955,087
(128) 1,331
4,475,542 4,797,686
407,138 377,891
254,956 245,731
42,662 57,983
1,754 96
37,401 -
270,245 65,834
1,014,156 747,535
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Note 2018 2017
32. OPERATING EXPENSES e (Rupees in '000) -------
Total compensation expense 32.1 17,687,188 15,958,563
Property expense
Rent & taxes 3,332,233 2,884,634
Insurance 229,512 235,300
Utilities cost 1,600,239 1,501,369
Security (including guards) 1,143,471 1,250,899
Repair & maintenance (including janitorial charges) 504,870 490,381
Depreciation 719,910 636,127
Others 53,294 25,632
7,583,529 7,024,342
Information technology expenses
Software maintenance 825,128 815,462
Hardware maintenance 384,662 329,755
Depreciation 652,663 556,420
Amortisation 12.1 562,568 436,392
Network charges 725,337 513,555
3,150,358 2,651,584

Other operating expenses
Directors' fees and allowances 64,348 48,721
Fees and allowances to Shariah Board 4,753 4,140
Legal & professional charges 1,076,745 695,059
Outsourced service costs including sales commission 3,779,944 3,603,045
Travelling & conveyance 343,734 336,430
Clearing Charges 186,221 197,695
Depreciation others 1,093,771 958,611
Depreciation on Islamic financing against leased assets 186,623 197,823
Training & development 146,557 170,653
Postage & courier charges 322,752 362,920
Communication 517,036 523,823
Stationery & printing 737,637 669,923
Marketing, advertisement & publicity 758,852 1,141,266
Auditors' Remuneration 323 134,024 105,495
Donations 32.4 203,790 110,250
Insurance (including deposit protection) 698,421 128,332
Cash transportation & sorting charges 1,037,377 895,186
Entertainment 197,209 222,821
Vehicle expenses 159,615 202,054
Subscription 123,026 163,638
Office running expenses 187,210 238,704
Banking service charges 1,351,302 1,101,737
Repairs & maintenance 527,410 439,480
Cartage, freight & conveyance 83,482 94,523
Zakat paid by overseas branch 27,748 75,828
Brokerage expenses 19,374 25,994
Miscellaneous expenses 102,958 106,694

14,071,919 12,820,845

42,492 994 38,455,334

321 This includes accrual of employee benefits in the form of awards / bonus to all permanent staff including the Chief

Executive Officer and is determined on the basis of employees' evaluation and the entities' performance during the year.
The aggregate benefit determined in respect of all permanent staff amounted to Rs. 1,351.824 million (2017: Rs.
1,520.435 million).

32.2 Total cost for the year included in Other Operating Expenses relating to outsourced activities is Rs 3,909 million (2017:
Rs 3,772 million). Out of this cost, Rs 3,424 million (2017: Rs 3,241 million) pertains to the payment to companies
incorporated in Pakistan and Rs 485 million (2017: Rs 531 million) pertains to payment to companies incorporated
outside Pakistan. This includes payments other than outsourced services costs, which are disclosed above. Details of
major outsourced services costs are as follows:
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Name of service provider Type of service 2018 2017
------- (Rupees in '000) -------

Paradise Press (Private) Limited Cheque printing 43,108 42,534
Apex Printry (Private) Limited Cheque printing 43,156 43,352
Printlink Cheque printing 37,943 38,827
E-Access (Private) Limited POS service management and card hosting 27,382 26,765
32.3 Auditors' remuneration 2018
KPMG Taseer A.F. Ferguson Overseas Total
Hadi & Co. & Co. Auditors
(Rupees in '000)
Audit fee - Bank 8,051 8,051 47,646 63,748
Audit fee - subsidiaries 60 949 31,024 32,033
Audit fee - EPZ branch 348 - - 348
Fee for tax and other certifications 9,103 21,180 1,004 31,287
Out of pocket expenses 3,444 3,164 - 6,608
21,006 33,344 79,674 134,024
2017
KPMG Taseer A.F. Ferguson Overseas Total
Hadi & Co. & Co. Auditors
(Rupees in '000)

Audit fee - Bank 8,051 8,051 27,007 43,109
Audit fee - subsidiaries 69 747 24,775 25,591
Audit fee - EPZ branch 250 - - 250
Fee for tax and other certifications 9,925 5,724 11,434 27,083
Out of pocket expenses 4,629 3,863 970 9,462
22,924 18,385 64,186 105,495

324 Details of donations 2018 2017

------- (Rupees in '000) -------
Donations individually exceeding Rs. 0.5 million

Diamer Bhasha Dam Fund Contribution 67,757 -
Abdul Sattar Edhi Foundation 30,000 -
Shaukat Khanum Memorial Trust 32,000 -
Namal Education Foundation 30,000 50,000
Memon Medical Institute Hospital - 15,000
National University of Science 12,500 -
Lahore University of Management Sciences 10,000 10,000
Murshid Hospital & Healthcare Center - 7,000
Forman Christian College 5,000 5,000
Shalamar Hospital 5,000 5,000
Hilal-e-Ahmer - 4,975
Bahauddin Zakaria University 3,840 3,840
Education Trust 2,696 -
NFC Institute of Engineering & Technology - 1,554
Pak Suzuki Motor Company (Ambulance donated to Hospital) 1,418 -
District Hospital, Gwadar - 1,195
Nasra Schools - 1,260
Akhuwat - 1,000
Hisaar Foundation 1,000 1,000
SOS Children's Villages of Pakistan 980 980
Marie Adelaide Leprosy Centre 850 850
Donations individually not exceeding Rs. 0.5 million 749 1,596
203,790 110,250

32.4.1 Donations were not made to any donee in which a Director or his spouse had any interest.
33. WORKERS' WELFARE FUND

The Bank has made provision for Sindh Workers' Welfare Fund (SWWF) based on profit for the years ended December
31, 2014 and onwards.
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The Supreme Court of Pakistan vide its order dated November 10, 2016 has held that the amendments made in the law
introduced by the Federal Government for the levy of Workers' Welfare Fund (WWF) were not lawful. The Federal Board
of Revenue has filed review petitions against this order which are currently pending. During the year, tax authorities have
allowed relief to the Bank in certain years for WWF. Further the management of the Bank obtained a legal opinion which
confirmed that review petitions filed against the Supreme Court of Pakistan judgement have not been taken up for
adjudication and the provision in respect of WWF can be reversed. The Sindh Workers' Welfare Fund was levied from
the year ended December 31, 2014 consequent to the 18th amendment in the constitution. Accordingly, the provision for
WWEF charged till December 31, 2013 amounting to Rs. 2,692 million has been reversed in the profit and loss account for
the year ended December 31, 2018 and provision amounting to Rs. 3,763 million pertaining to years 2014 onwards has
been maintained in respect of Sindh WWF.

Note 2018 2017
34. OTHERCHARGES e (Rupees in '000) -------
Penalties imposed by the SBP 94,754 59,431
Other penalties 20,044 257
114,798 59,688
Note 2018 2017
Restated
35. PROVISIONS AND WRITE-OFFS-NET e (Rupees in '000) -------
Provision against loans and advances - net 10.4 11,197,132 2,531,075
Reversal of provision against lendings to financial institutions - net (57,600) (8,260)
Provision for diminution in value of investments - net 9.3.1 1,831,048 719,845
Bad debts written off directly 130,830 187,443
Provision against other assets - net 14.3.1 6,523 62,074
Provision / (reversal of provision) against off-balance
sheet obligations 211 463,300 (599,097)
Recovery of written off / charged off bad debts (544,762) (653,818)
Deficit on revaluation of assets 511 - 241,585
Other provisions / write-offs 75,072 147,954
13,101,543 2,628,801
36. EXTRAORDINARY / UNUSUAL ITEM - ACCRUAL IN RESPECT OF PENSION LIABILITY
On February 13, 2018 the Honourable Supreme Court of Pakistan announced a judgement based on a proposal
submitted by banks including UBL, in which it raised the minimum monthly pension of employees. Based on legal advice
and in accordance with the Honourable Supreme Court's order, the change in scheme is prospectively applied from the
date of the judgement and the payments to eligible persons are being made accordingly. The bank has recognised an
amount of Rs. 6,657.216 million as past service cost in this respect (note 41.1.8)
2018 2017
37. TAXATION e (Rupees in '000) -------
Current 10,358,400 14,701,343
Prior years 625,393 (2,031,665)
Deferred (645,864) 2,264,725
10,337,929 14,934,403
371 Relationship between tax expense and accounting profit
Accounting profit for the year 25,387,483 40,889,407
Tax on income @ 35% (2017: 35%) 8,885,619 14,311,292
Super tax @ 4% (2017 : 0%) 998,667 -
Tax effect of items that are either not included in determining taxable
profit or taxed at reduced rates (permanent differences) 151,267 (211,185)
Tax - prior years (net of deferred tax) (28,775) 727,266
Others 331,151 107,030
Tax charge 10,337,929 14,934,403
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38.

38.1

39.

39.1

40.

40.1

2018 2017
Restated
EARNINGSPERSHARE e (Rupees in '000) -------
Profit after tax attributable to equity shareholders of the Bank 15,483,051 25,948,717

Weighted average number of ordinary shares 1,224,179,687 1,224,179,687
Restated
------------ (Rupees) ------------

Earnings per share - basic and diluted 12.65 21.20

There were no convertible dilutive potential ordinary shares outstanding as at December 31, 2018 and 2017.

Note 2018 2017
------- (Rupees in '000) -------
CASH AND CASH EQUIVALENTS

Cash and balances with treasury banks 6 187,915,671 161,119,170
Balances with other banks 7 41,747,060 35,549,112
229,662,731 196,668,282

Reconciliation of movement of liabilities to cash flows arising from financing activities

Liabilities Equity
Bills . Deposits and Subordina-  Other Share Surplus.on Unappropri-
Borrowings other A, . Reserves  revaluation §
payable ted loans liabilities capital ated profit
accounts of assets
(Rupees in '000) ==-==-=smmsamemmsmmmsamsemmsamnnae
Balance as at January 1, 2018 - restated 29,852,405 517,082,159 1,349,698,487 - 56805709 12,241,798 47,203,516 33,146,476 76,410,128
Change in accounting policy as at January 1, 2018 - - - - - - - (1,640,563)
Balance as at January 1, 2018 (Restated) 29,852,405 517,082,159 1,349,698,487 - 56,805,709 12,241,798 47,203,516 33,146,476 74,769,565
Changes from financing cash flows
Dividend Paid - - - - - - - - (14,799,574)
Other Changes - - - - 103,360
Liability-related
Changes in bills payable (2,579,438) -
Changes in borrowings - |(237,164,034) -
Changes in deposits and other accounts - 98,625,554 -
Changes in subordinated loans - 9,000,000
Changes in other liabilities
- Cash based - - - - 12,335,395 - - - -
-Dividend payable - - - - 109,418 - - - 109,418
- Non-cash based - - - - - - - - -
Transfer of profit to reserve - - - - - 1,496,069 - (1,496,069)
Total Liability related other changes (2,579,438) (237,164,034) 98,625,554 9,000,000 12,444,813 - 1,496,069 - (1,386,651)
Total Equity related other changes - - - - - 11,379,285 (16,153,570) 15,166,615
Balance as at December 31, 2017 27,272,967 279,918,125 1,448,324,041 9,000,000 69,353,882 12,241,798 60,078,870 16,992,906 73,749,955
2018 2017
STAFFSTRENGTH e (Number) ===------=-
Permanent 11,956 11,628
On contract 72 160
Group's own staff strength 12,028 11,788
Outsourced 2,569 3,748
Total 14,597 15,536

Number of employees working domestically 14,073 (2017: 14,773) and abroad 524 (2017: 763).
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41. DEFINED BENEFIT PLANS
411 The Bank (Holding Company)
41.1.1 General description

The Bank operates a funded pension scheme established in 1975. The Bank also operates a funded gratuity scheme for
new employees and for those employees who have not opted for the pension scheme. The Bank also operates a
benevolent fund scheme and provides post-retirement medical benefits to eligible retired employees. The benevolent
fund scheme and the post-retirement medical scheme cover all regular employees of the Bank who joined the Bank pre-
privatization. The liabilities of the Bank in respect of these schemes are determined based on actuarial valuations carried
out using the Projected Unit Credit Method. Actuarial valuations of the defined benefit schemes are carried out every year
and the latest valuation was carried out as at December 31, 2018.

41.1.2 Number of Employees under the scheme

The number of employees covered under the following defined benefit schemes are:

2018 2017
------ (Number) ------
Pension fund 10,582 6,798
Gratuity fund 10,066 9,394
Benevolent fund 3,760 4,051
Post-retirement medical benefit scheme 9,652 9,804

The pension fund, benevolent fund and post-retirement medical benefit schemes include 9,512 (2017: 5,600), 2055
(2017: 2,124) and 8,133 (2017: 8,064) members respectively who have retired or whose widows are receiving the
benefits.

41.1.3 Principal actuarial assumptions

The actuarial valuations were carried out as at December 31, 2018 using the following significant assumptions:

2018 2017
----- Per annum ----
Discount rate / expected rate of return on plan assets 13.25% 8.25%
Expected rate of salary increase 11.25% 6.25%
Expected rate of increase in pension 5.00% 2.25%
Expected rate of increase in medical benefit 7.25% 2.25%
41.1.4 Reconciliation of (receivable from) / payable to defined benefit plans
Note 2018 2017
Post- Post-
Pension Gratuity  Benevolent retirement Pension Gratuity  Benevolent retirement
fund fund fund medical fund fund fund medical
benefit benefit
(Rupees in '000)
Present value of obligations 8,986,977 831,363 321,682 1,821,847 2,698,870 728,822 429243 1,463,703
Fair value of plan assets (8,168,441) (805,576) (461,597) - (3,176,096)  (711,571)  (494,386) -
(Receivable) / payable 818,536 25,787 (139,915) 1,821,847 (477,226) 17,251 (65,143) 1,463,703

41.1.5 Movement in defined benefit obligations

Obligations at the beginning of the year 2,698,870 728,822 429,243 1,463,703 2,932,255 652,457 453,193 1,328,199
Service cost 6,664,292 128,450 6,340 1,639 8,196 106,921 6,630 4,250
Interest cost 123,457 61,861 33,128 117,080 123,653 52,899 35,702 111,493
Benefits paid by the Bank (791,299)  (119,044) (47,622)  (125,095) (456,036)  (131,663) (69,152)  (138,529)
Return allocated to other funds 41182 56,192 - - - 98,242 - - -

Re-measurement loss / (gain) 235,465 31,274 (99,407) 364,520 (7,440) 48,208 2,870 158,290
Obligations at the end of the year 8,986,977 831,363 321,682 1,821,847 2,698,870 728,822 429,243 1,463,703
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41.1.6

41.1.7

41.1.8

41.1.81

41.1.8.2

41.1.9

Note

Movement in fair value of plan assets

Fair value at the beginning of the year
Interest income on plan assets
Contribution by the Bank

Contribution by the employees
Amount paid by the fund to the Bank
Re-measurements gain / (loss)

Fair value at the end of the year

Movement in (receivable) / payable
under defined benefit schemes

Opening balance
Mark-up receivable on Bank's balance with the fund
Charge / (reversal) for the year
Contribution by the Bank
Amount paid by the Fund to the Bank
Benefits paid by the Bank
Remeasurement loss / (gain) recognised in
OCI during the year
Closing balance

Charge for defined benefit plans
Cost recognised in profit and loss

Current service cost

Past service cost

Net interest on defined benefit asset / (liability)
Return allocated to other funds

Employees' contribution

41.1.8.2

2018 2017
Post- Post-
Pension  Gratuity Benevolent retirement Pension  Gratuity Benevolent retirement
fund fund fund medical fund fund fund medical
benefit benefit
(Rupees in '000)
3,176,096 711,571 494,386 3,077,541 711,805 501,671
260,509 60,493 38,294 233,079 57,468 39,434
5,900,000 145,585 2,165 1,595 103,679 2,468
- - 2,165 - - 2,468
(1,121,594)  (139,095)  (65,489) (179,066)  (163,857)  (56,965)
(46,570) 27,022 (9,924) 42,947 2,476 5,310
8,168,441 805,576 461,597 3,176,096 711,571 494,386
(477,226) 17,251 (65,143) 1,463,703 (145,286)  (59,348)  (48,478) 1,328,199
(22,804) (297) (3,396) - (12,645) (658) (1,068)
6,583,432 129,818 (991) 118,719 (2,988) 102,352 430 115,743
(5,900,000)  (145,585) (2,165) (1,595)  (103,679) (2,468)
1,121,594 139,095 65,489 - 179,066 163,857 56,965
(791,299)  (119,044)  (47,622)  (125,095) (456,036) (131,663)  (69,152)  (138,529)
304,839 4,549 (86,087) 364,520 (37,742) 46,390 (1,372) 158,290
818,536 25,787 (139,915) 1,821,847 (477,226) 17,251 (65,143) 1,463,703
7,076 128,450 6,340 1,639 8,196 106,921 6,630 4,250
6,657,216 - - - - - - -
(137,052) 1,368 (5,166) 117,080 (109,426) (4,569) (3,732) 111,493
56,192 - 98,242 -
- (2,165) - - (2,468)
6,583,432 129,818 (991) 118,719 (2,988) 102,352 430 115,743

This represents return allocated to those employees who exercised the conversion option offered in the year 2001, as

referred to in note 5.12.1.

Re-measurements recognised
in OCI during the year

Loss / (gain) on obligation
- Financial assumptions
- Experience adjustments
Return on plan assets over interest income
Adjustment for mark-up
Total re-measurements recognised in OCI

2018 2017
Post- Post-
Pension Gratuity Benevolent retirement Pension Gratuity Benevolent retirement
fund fund fund medical fund fund fund medical
benefit benefit
(Rupees in '000)
19,563 24,101 (89,035) 364,520 (1,877) 1,099 (2,748) (1,704)
215,902 7173 (10,372) (5,563) 47,109 5,618 159,994
46,570 (27,022) 9,924 (42,947) (2,476) (5,310)
22,804 297 3,396 12,645 658 1,068
304,839 4,549 (86,087) 364,520 (37,742) 46,390 (1,372) 158,290
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41.1.10

41.1.101

41.1.11

41.1.12

Components of plan assets 2018 2017
Pension Gratuity Benevolent Pension Gratuity Benevolent
fund fund fund fund fund fund
(Rupees in '000)
Cash and cash equivalents -
net of current liabilities 15,550 7,129 3,181 15,421 6,018 2,403
Quoted securities
Ordinary shares 86,811 5,342 13,267 133,055 8,098 20,458
Term finance certificates 2,768,708 238,193 58,940 72,289 143,061 8,178
Mutual Funds units - 18,279 - - 18,275 -
Pakistan Investment Bonds 2,900,447 526,873 144,615 1,414,048 446,196 192,907
Market Treasury Bills 1,934,034 - - - - -
Special Savings Certificates 412,131 9,760 241,594 1,541,283 89,923 270,440
Term deposit 50,760 - - - - -
8,168,441 805,576 461,597 3,176,096 711,571 494,386

The funds primarily invest in government securities and accordingly do not carry any significant credit risk. These are
subject to interest rate risk based on market movements. Investment in term finance certificates are subject to credit risk
and interest rate risks, while equity securities are subject to price risk. These risks are regularly monitored by Trustees
of the employee funds.

Sensitivity analysis

Sensitivity analysis has been performed by varying one assumption keeping all other assumptions constant and
calculating the impact on the present value of the defined benefit obligations under the various employee benefit
schemes. The increase / (decrease) in the present value of defined benefit obligations as a result of a change in each
assumption is summarized below:

2018
Post retire-
Pension Gratuity Benevolent ment
fund fund fund medical
benefit
(Rupees in '000)

Increase in discount rate by 1 % (339,995) (53,510) (12,302) (192,419)
Decrease in discount rate by 1 % 374,943 60,738 13,461 233,280

Increase in expected future increment in salary by 1% - 65,318 - -

Decrease in expected future increment in salary by 1% - (58,374) - -

Increase in expected future increment in pension by 1% 73,603 - - -

Decrease in expected future increment in pension by 1% (63,569) - - -
Increase in expected future increment in medical benefit by 1% - - - 209,302
Decrease in expected future increment in medical benefit by 1% - - - (178,603)

Although the analysis does not take account of the full distribution of expected cash flows, it does provide an
approximation of the sensitivity of the assumptions shown.

Expected contributions to be paid to the funds in the next financial year

The Bank contributes to the pension and gratuity funds according to the actuary's advice. Contribution to the benevolent
fund is made by the Bank as per the rates set out in the benevolent fund scheme. Based on actuarial advice,
management estimates that the expected contribution and charge / (reversal) for the year ending December 31, 2019,
would be as follows:

2019
Post retire-
Pension Gratuity Benevolent ment
fund fund fund medical
benefit
(Rupees in '000)

Expected contribution - 148,986 - -

Expected charge / (reversal) for the year 115,678 148,986 (15,003) 236,146
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41.1.13

41.1.14

Maturity profile 2018
Post retire-
Pension Gratuity Benevolent ment
fund fund fund medical
benefit
The weighted average duration of the obligation (in years) 7.67 6.84 4.07 10.56

Funding Policy

The Bank endeavours to ensure that liabilities under the various employee benefit schemes are covered by the Fund on
any valuation date having regards to the various actuarial assumptions such as projected future salary increase,
expected future contributions to the fund, projected increase in liability associated with future service and the projected
investment income of the Fund.

Asset Volatility

Only three Schemes out of the all the Schemes are funded: Pension; Gratuity; and Benevolent Fund. The combined
investment of the three funds is Rs 9.4 billion. AImost 65% is invested in Government Bonds with a maturity that is less
than the maturity of the corresponding liability.

The asset class is volatile with reference to the yield on this class. This risk should be viewed together with change in
the bond yield risk.

There is an insignificant equity exposure of around 1%. While 32% is invested in corporate bonds giving rise to
settlement risk, the bonds are, though, high quality.

Changes in Bond Yields

There are two dimensions to the changes in Bond yields: first, as described above; second, the valuation of the Gratuity
Liability is discounted with reference to the government bond yields. So, any increase in Bond yields will lower the
Retirement Benefits Liability and vice versa, but, it will also lower the asset values.

Inflation Risk

The salary inflation (especially the final salary risk) is the major risk that the Gratuity and compensated absences liability
carries. In pension fund the increased been determined by the Supreme Court does not carry this risk as the benefit is
practically no longer related to future salary increases. Some of the post-retirement medical benefits are capped to a
proportion of Pension, thus carrying no salary inflation risk. However, the hospitalization benefit is susceptible to medical
inflation risk.

In a general economic sense and in a longer view, there is a case that if bond yields increase, the ensuing change in
salary inflation generally offsets the gains from the decrease in discounted gratuity. But viewed with the fact that, for
gratuity, asset values will also decrease; the salary inflation does, as an overall effect, increases the net liability of the
Bank.

Life Expectancy / Withdrawal Rate

The Gratuity and Compensated Absences are paid off at the maximum of age 60. The Life expectancy is in almost
minimal range and is quite predictable in the ages when the employee is in the accredited employment of the Bank for
the purpose of the Gratuity and Compensated Absences. Thus, the risk of life expectancy is almost negligible. However,
post-retirement benefit given by the Bank like monthly pension, post-retirement medical gives rise to a significant risk
which is quite difficult to value even by using advance mortality improvement models. Thus, this risk carries valuation
risk as well.

The withdrawal risk is dependent upon the: benefit structure; age and retention profile of the staff; the valuation
methodology; and long-term valuation assumptions. In this case, it is not a significant downside risk as higher
withdrawal, although troublesome for the Bank, will give rise to a release in the liability as retirement benefits for
unvested due to earlier withdrawal.
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Other Risks

Though, not imminent and generally observable, over long term there are some risks that may crystallize. This includes:

- Retention risk — The risk that employee will not be motivated to continue the service or start working with the Bank
if no market comparable retirement benefit is provided.

- Final Salary Risk — The risk, for defined benefit gratuity, that any disproportionate salary merit increases in later
service years will give rise to a multiplicative increase in the gratuity liability as such increase is applicable to all
the past years of service.

- Model Risk — The defined benefit gratuity liability is usually actuarially valued each year. Further, the assets in the
Fund are also marked to market. This two-tier valuation gives rise to the model risk.

- Operational Risk related to a separate entity - Retirement benefits are funded through a separate trust fund which
is a different legal entity than the Bank. Generally, the protocols, processes, and conventions used throughout the
Bank are not applicable or are not actively applied to the retirement benefit funds. This gives rise to some specific
operational risks.

- Compliance Risk — The risk that retirement benefits offered by the Bank do not comply with minimum statutory
requirements.

- Legal / Political Risk — The risk that the legal / political environment changes and as a result, the Bank is required
to offer additional or different retirement benefits than what the Bank projected. Specifically, in the light of recent
Supreme Court decisions, this risk has materialized.

United National Bank Limited Pension and Life Assurance Scheme for U.K Employees.

As part of the Shareholders’ Agreement (“the Agreement”) signed on November 9, 2001 between UBL UK and its
shareholders, United Bank Limited and National Bank of Pakistan (NBP), it was agreed that UBL UK may participate as
an associated employer in the United Bank Limited Pension and Life Assurance Scheme (“the Scheme”) with effect from
November 19, 2001, the date of completion of transfer of the businesses from the Bank and NBP into UBL UK (the
Completion Date). The Scheme is classified as a defined benefit scheme providing benefits based on final pensionable
salary.

Under the terms of the Agreement, UBL UK is responsible for the funding requirements of the active members whose
employment was transferred to UBL UK on the Completion Date and for any new members admitted to the scheme after
the Completion Date. United Bank Limited remains responsible for the funding of the deferred members upto the
Completion Date. The scheme is closed for new members and the accrual of benefits has ceased from January 1, 2010.

Full actuarial valuations using the Projected Unit Credit Method are obtained triennially and updated at each statement
of financial position date.

The last full actuarial valuation of the scheme was carried out by a qualified actuary. The major assumptions used by the
actuary in the latest update as of December 31, 2018 are as follows:

2018 2017

---------- Per annum ----------
Discount rate 2.75% 2.40%
Rate of revaluation of pension in deferment 2.75% 2.40%
Expected rate of pension increase 3.00% 3.00%
Retail price inflation 3.40% 3.40%
Consumer price inflation 2.60% 2.60%

The assets and liabilities of the scheme noted below relate to those employees for whom UBL UK has a funding liability.

2018 2017
Return Rupees in Return Rupees in
'000 '000
Insurance policy 2.60% 1,052,355 2.60% 889,924
Market value of assets 1,052,355 889,924
Present value of defined benefit obligation (1,025,821) (913,927)
Gross pension liability 26,534 (24,003)
Related deferred tax relief - 4,075
Net pension liability 26,534 (19,928)
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2018 2017
41.2.2 Movement in surplus / (deficit) during theyear — eeeeeen (Rupees in '000) -----
Obligation at the beginning of the year (24,003) (124,973)
Interest expense (9,735) (3,397)
Employer contribution 6,490 -
Remeasurement gain 53,705 113,584
Exchange adjustment 77 (9,217)
Deficit in scheme at the end of the year 26,534 (24,003)
Related deferred tax relief - 4,075
Obligation at the end of the year 26,534 (19,928)
No Directors were members of the defined benefit scheme during the year or as at December 31, 2018
2018 2017
41.2.3 Analysis of the amount credited / (debited) to net interestincome  ceeeeee (Rupees in '000) -----
Expected return on pension scheme assets 23,040 18,749
Interest on pension scheme liabilities (23,526) (22,146)
Net expense (486) (3,397)
41.2.4 Sensitivity Analysis
Sensitivity analysis has been performed by varying one assumption keeping all other assumptions constant and
calculating the impact on the present value of the defined benefit obligation under the benefit scheme. The increase /
(decrease) in the present value of defined benefit obligation as a result of a change in each assumption is summarized
below:
2018
Rupees in '000
Increase in discount rate by 1 % (115,867)
Decrease in discount rate by 1 % (86,325)
Increase in expected inflation rate by 1% 8,314
Decrease in expected inflation rate by 1% (26,534)
Increase in life expectancy by 1 year (8,314)
Decrease in life expectancy by 1 year (44,578)
Although the analysis does not take account of the full distribution of expected cash flows, it does provide an
approximation of the sensitivity of the assumptions shown.
41.3 UBL Fund Managers Limited
41.3.1 Principal actuarial assumptions
UFML operates a funded gratuity scheme. The liability of UFML in respect of this scheme is determined based on an
annual actuarial valuation carried out using the Projected Unit Credit Method. The latest valuation was carried out as at
December 31, 2018. The main assumptions used in the actuarial valuation are as follows:
2018 2017
---------- Per annum ----------
Discount rate 12.75% 7.75%
Expected rate of return on plan assets 9.00% 8.00%
Expected rate of salary increase 12.75% 7.75%
2018 2017
41.3.2 Reconciliation of payable to defined benefitplan ~  ceeeeen (Rupees in '000) -----
Present value of defined benefit obligations 55,624 48,483
Fair value of plan assets (54,726) (48,987)
Payable 898 (504)
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41.3.4

41.3.5

41.3.6

41.3.7

41.3.8

41.3.9

Movement in defined benefit obligation

Obligation at the beginning of the year
Current service cost

Interest cost

Benefits paid

Remeasurement gain / (loss)
Obligation at the end of the year

Movement in the fair value of plan assets

Fair value of plan assets at the beginning of the year
Return on plan assets

Contributions to the plan

Benefits paid

Remeasurement gain

Composition of plan assets

Debt securities
Cash

Mutual Funds
Equity securities

Charge for defined benefit plan

Current service cost

Interest cost

Return on plan assets

Actual return on plan assets

Movement in net liability recognised
Opening net payable

Expense recognised

Contribution to the fund made during the year
Remeasurement gain - net

Closing net payable

Maturity profile and expected future contribution

2018

2017

------- (Rupees in '000) -----

48,483 58,634
14,109 12,515
4,150 5,766
(9,193) (30,045)
(1,925) 1,613
55,624 48,483
48,987 56,686
4,187 5,594
14,725 18,865
(9,193) (30,045)
(3,980) (2,113)
54,726 48,987
29,730 12,674
14,944 23,566
2,086 3,759
7,966 8,988
54,726 48,987
14,109 12,515
4,150 5,766
(4,187) (5,594)
14,072 12,687
210 1,934
(504) 1,948
14,072 12,687
(14,725) (18,865)
2,055 3,726
898 (504)

Based on actuarial advice, management estimates that the expected contribution and charge for the year ended
December 31, 2018, would be Rs. 14.072 million and Rs. 12.687 million, respectively. The weighted average duration of

the obligation as of December 31, 2018 is 10 years.

Sensitivity Analysis

Sensitivity analysis has been performed by varying one assumption keeping all other assumptions constant and
calculating the impact on the present value of the defined benefit obligation under the defined benefit scheme. The
increase / (decrease) in the present value of defined benefit obligation as a result of a change in each assumption is

summarized below:
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42.1

42.2

43.

2018
Rupees in '000
Increase in discount rate by 1 % 51,025
Decrease in discount rate by 1 % 60,976
Increase in salary increment rate by 1% 60,657
Decrease in salary increment rate by 1% 51,215

Although the analysis does not take account of the full distribution of expected cash flows, it does provide an
approximation of the sensitivity of the assumptions shown.

OTHER EMPLOYEE BENEFITS
Defined contribution plan

The Bank operates a contributory provident fund scheme for 10,039 (2017: 7,394) employees who are not in the
pension scheme. The employer and employee each contribute 8.33% of the basic salary to the funded scheme every
month.

UFML operates a contributory provident fund scheme. The employer and employee each contribute 10% of the basic
salary to the funded scheme every month.

UBL Bank (Tanzania) Limited operates a contributory provident fund scheme. The employer and employee each
contribute 10% of the basic salary to the funded scheme every month.

Employee Stock Option Scheme

UBL Fund Managers has an incentive scheme for its top performing employees in the form of share options under the
policy of Employee Stock Option Scheme (ESOS). The options give a right to subscribe ordinary shares of the Company
to the extent of the lower of two million shares or five percent of the share capital of the company as of the grant date.
The scheme is divided into three phases and options are exercisable at their respective exercise price determined from
time to time according to methodology provided in approved scheme. Each phase give a right to eligible employees to
acquire options after a vesting period of two years, in two tranches i.e. 50% of the vested options are exercisable upon
completion of vesting period, while remaining 50% can be exercised after one year. The last phase was completed in
2016 in which 18,121 shares were issued pursuant to exercise of the share options.

COMPENSATION OF DIRECTORS AND EXECUTIVES

President / Chief Executive

. Directors Executives
Officer
2018 2017 2018 2017 2018 2017
Restated
(Rupees in '000)

Fees - - 64,348 48,721 - -
Managerial remuneration 124,100 201,483 - - 4,613,717 4,239,116
Charge for defined benefit plan 22 732 - - 233,152 259,734
Charge for defined contribution plan 4,583 4,167 - - 124,265 135,516
Rent and house maintenance 2,987 4,361 - - 507,706 412,107
Utilities 1,423 1,456 - - 201,648 173,379
Medical - 22 - - 103,972 95,386
Conveyance 367 - - - 383,943 277,509
Others 1,236 4,011 - - 466,381 1,332,386

134,718 216,233 64,348 48,721 6,634,784 6,925,133
Number of persons 1 2 8 10 817 826

The Bank's President / Chief Executive Officer and certain Executives are provided with use of Bank maintained cars
and household equipment.
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FAIR VALUE OF FINANCIAL INSTRUMENTS

The fair value of quoted securities other than those classified as held to maturity, is based on quoted market price.
Quoted securities classified as held to maturity are carried at cost. The fair value of unquoted equity securities, other than
investments in associates, is determined on the basis of the break-up value of these investments as per their latest
available audited financial statements.

The fair value of unquoted debt securities, fixed term loans, other assets, other liabilities, fixed term deposits and
borrowings cannot be calculated with sufficient reliability due to the absence of a current and active market for these
assets and liabilities and reliable data regarding market rates for similar instruments.

In the opinion of the management, the fair value of the remaining financial assets and liabilities are not significantly
different from their carrying values since these are either short-term in nature or, in the case of customer loans and

deposits, are frequently repriced.

The Group measures fair values using the following fair value hierarchy that reflects the significance of the inputs used in
making the measurements:

Level 1: Fair value measurements using quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2: Fair value measurements using inputs other than quoted prices included within Level 1 that are observable for
the assets or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).

Level 3: Fair value measurements using input for the asset or liability that are not based on observable market data (i.e.
unobservable inputs).

The table below analyses financial instruments measured at the end of the reporting period by the level in the fair value
hierarchy into which the fair value measurement is categorised:

2018
Carrying / Fair value
On-balance sheet financial instruments Notional value Level 1 Level 2 Level 3 Total
Financial assets measured at fair value B (N1 1-T-C 3 [ N1 111 B
- Investments
Government Securities (T-bills, PIBs, GoP Sukuks
and Eurobonds) 394,374,894 - 394,374,894 - 394,374,894
Foreign Bonds - Sovereign 66,062,041 - 66,062,041 - 66,062,041
Foreign Bonds - others 14,308,350 - 14,308,350 - 14,308,350
Ordinary shares of listed companies 16,718,226 16,718,226 - 16,718,226
Debt securities (TFCs) 843,128 - 843,128 - 843,128
Investment in REIT 499,863 499,863 - - 499,863
- Investments (HTM, unlisted ordinary shares,
preference shares and associates) 338,352,598 - - - -
831,159,100 17,218,089 475,588,413 - 492,806,502
Off-balance sheet financial instruments
Forward purchase and sale of foreign exchange contracts 650,576,446 - 1,462,513 - 1,462,513
Interest rate swaps 1,674,764 - (22,101) - (22,101)
FX options - purchased and sold (net) 1,159,752
Forward purchase of government securities 13,619,209 - (22,401) - (22,401)
Forward sale of government securities 2,326,880 - (34,172) - (34,172)
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On-balance sheet financial instruments
Financial assets measured at fair value

- Investments

Government Securities (T-bills, PIBs, GoP Sukuks

and Eurobonds)
Foreign Bonds - Sovereign
Foreign Bonds - others

Ordinary shares of listed companies

Debt securities (TFCs)
Investment in REIT

Financial assets not measured at fair value
- Investments (HTM, unlisted ordinary shares,
preference shares and associates)

Off-balance sheet financial instruments
Forward purchase and sale of foreign exchange contracts

Interest rate swaps

FX options - purchased and sold (net)
Forward purchase of government securities

Forward sale of government securities

2017
Carrying / Fair value
Notional value Level 1 Level 2 Total
memmmemmmsameeanennnennnenneenees(RUPEES N '000)msmmmsmmemmmemmmemmammancnnnaen
679,318,633 - 679,318,633 - 679,318,633
38,490,598 - 38,490,598 - 38,490,598
19,352,217 - 19,352,217 19,352,217
18,318,667 18,318,667 - 18,318,667
382,425 - 382,425 382,425
458,590 458,590 458,590
368,600,170 - - -
1,124,921,300 18,777,257 737,543,873 756,321,130
455,265,957 1,933,688 1,933,688
4,358,641 74,865 74,865
166,736
7,870,890 (1,155) (1,155)
1,478 ) (2)

Certain categories of fixed assets (land and buildings) and non-banking assets acquired in satisfactions of claims are
carried at revalued amounts (level 3 measurement) determined by professional valuers based on their assessment of the

market values as disclosed in note 11 and note 14.

Valuation techniques used in determination of fair values within level 2 and level 3.

Debt Securities

The fair value of Federal Government securities is determined using the prices / rates available on Mutual Funds
Association of Pakistan (MUFAP) and the fair value of other corporate and foreign government securities is determined

using the rates from Reuters / Bloomberg.

Derivatives

The fair valuation techniques include forward pricing and swap models using present value calculations.

Fixed assets and non-banking assets acquired in satisfaction of claims

Land, buildings and non-banking assets acquired in satisfaction of claims are revalued on a periodic basis using
professional valuers. The valuation is based on their assessment of the market value of the assets. The effect of changes
in the unobservable inputs used in the valuations cannot be determined with certainty. Accordingly, a qualitative
disclosure of sensitivity has not been presented in these consolidated financial statements.
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SEGMENT INFORMATION

Segment details with respect to business activities

Profit & Loss

Net mark-up / return / profit

Inter segment (expense) / revenue - net
Non mark-up / return / interest income
Total Income

Segment direct expenses

Inter segment expense allocation
Total expenses

Reversals / (Provisions)

Profit / (loss) before tax

Profit & Loss

Net mark-up / return / profit

Inter segment (expense) / revenue - net
Non mark-up / return / interest income
Total Income

Segment direct expenses

Inter segment expense allocation
Total expenses

Reversals / (Provisions)

Profit / (loss) before tax

Balance Sheet

Cash & Bank balances

Investments

Net inter segment lending

Lendings to financial institutions

Advances - performing

Advances - non-performing net of provision
Others

Total Assets

Borrowings

Subordinated debt

Deposits & other accounts
Net inter segment borrowing
Others

Total Liabilities

Equity

Total Equity & liabilities

Contingencies and Commitments
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Corporate / Branch slamic International
Commercial Treasury X X branch Subsidiaries Others Total
Banking Banking Banking operations
(Rupees in '000)
29,169,912 38,054,781 (21,778,872) 2,256,974 8,531,476 2,013,364 - 58,247,635
(25,119,792) (32,293,809) 55,328,232 - - - 2,085,369 -
2,945,167 9,138,842 9,983,805 206,059 2,045,808 2,092,787 930,617 27,343,085
6,995,287 14,899,814 43,533,165 2,463,033 10,577,284 4,106,151 3,015,986 85,590,720
1,171,679 565,182 24,150,372 1,514,278 6,962,460 3,676,354 9,061,368 47,101,693
433,840 62,153 4,200,757 95,788 660,416 (5,452,954) -
1,605,519 627,335 28,351,129 1,610,066 7,622,876 3,676,354 3,608,414 47,101,693
(408,496) (1,229,209 468,714 (7,276) (11,568,920 (450,642) 94,285 (13,101,544
4,981,272 13,043,270 15,650,750 845,691 (8,614,512) (20,845) (498,143) 25,387,483
For the year ended D ber 31, 2017 (Restated)
Corporate / Branch Islamic International
Commercial Treasury . . branch Subsidiaries Others Total
Banking Banking Banking operations
(Rupees in "000)
20,185,213 46,064,385 (19,429,401) 930,943 8,458,526 1,667,763 214,713 58,092,142
(15,792,691) (30,850,537) 45,141,057 42,047 - - 1,460,124 -
2,448,710 6,917,536 8,226,780 108,056 3,125,768 3,268,290 660,647 24,755,787
6,841,232 22,131,384 33,938,436 1,081,046 11,584,294 4,936,053 2,335,484 82,847,929
1,097,821 616,477 22,648,240 736,098 6,459,010 3,111,465 4,660,610 39,329,721
361,441 74,233 3,759,778 64,487 695,439 - (4,955,378) -
1,459,262 690,710 26,408,018 800,585 7,154,449 3,111,465 (294,768) 39,329,721
1,525,281 (76,826) 1,756,873 (14,049) (4,767,601) (798,404) (254,075) (2,628,801)
6,907,251 21,363,848 9,287,291 266,412 (337,756) 1,026,184 2,376,177 40,889,407
As at December 31, 2018
Corporate / Branch |slamic International
Commercial Treasury X X branch Subsidiaries Others Total
Banking Banking Banking operations
(Rupees in '000)

25,660 51,299,328 78,569,366 13,483,155 55,969,812 28,621,101 1,694,309 229,662,731
7,213,391 653,902,739 - 30,746,758 88,243,845 47,339,783 3,712,584 831,159,100
2,249,966 - 880,425,313 - - - 37,278,794 919,954,073

- 23,500,000 - 10,066,732 374,814 1,405,005 - 35,346,551
449,219,279 26,411 65,893,889 22,580,996 160,439,336 38,158,060 5,108,124 741,426,095
1,777,079 - 262,540 15,068 10,587,435 456,931 26,574 13,125,627
27,761,067 21,514,992 12,412,517 625,250 19,888,705 5,986,891 63,583,348 151,772,770
488,246,442 750,243,470 1,037,563,625 77,517,959 335,503,947 121,967,771 111,403,733 2,922,446,947
45,688,288 195,175,727 4,171,413 143,000 21,580,910 13,158,787 - 279,918,125
- - - - - - 9,000,000 9,000,000
38,238,653 35,170 993,358,839 73,434,945 259,572,141 82,263,993 1,420,300  1,448,324,041
377,589,646 541,875,733 - 488,694 - - - 919,954,073
24,033,549 11,894,358 34,259,041 922,413 13,325,755 1,547,511 10,644,222 96,626,849
485,550,136 748,980,988  1,031,789,293 74,989,052 294,478,806 96,970,291 21,064,522  2,753,823,088
2,696,306 (102,213) 7,152,259 2,528,907 45,418,639 17,353,911 93,576,050 168,623,859
488,246,442 748,878,775 1,038,941,552 77,517,959 339,897,445 114,324,202 114,640,572 2,922,446,947
415,595,186 246,204,352 21,489,804 340,262 426,945,992 86,376,266 1,923,829 1,198,875,691
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45.2.

Balance Sheet

Cash & Bank balances

Investments

Net inter segment lending

Lendings to financial institutions

Advances - performing

Advances - non-performing net of provision
Others

Total Assets

Borrowings

Subordinated debt

Deposits & other accounts
Net inter segment borrowing
Others

Total Liabilities

Equity

Total Equity & liabilities

Contingencies and Commitments

As at December 31, 2017 (Restated)

Geographical segment analysis

Profit & Loss

Net mark-up / return / profit

Inter segment (expense) / revenue - net
Non mark-up / return / interest income
Total Income

Segment direct expenses

Inter segment expense allocation
Total expenses

Reversals / (Provisions)

Profit / (loss) before tax

Balance Sheet

Cash & Bank balances

Investments

Net inter segment lending

Lendings to financial institutions
Advances - performing

Advances - non-performing net of prov
Others

Total Assets

Borrowings

Subordinated debt

Deposits & other accounts
Net inter segment borrowing
Others

Total Liabilities

Equity

Total Equity & liabilities

Contingencies and Commitments

Corporate / Branch Islamic International
Commercial Treasury . . branch Subsidiaries Others Total
Banking Banking Banking operations
(Rupees in '000)

28,025 53,501,038 58,654,476 11,979,558 49,395,033 22,546,814 563,338 196,668,282
7,834,991 974,793,372 - 25,401,968 78,235,537 36,678,051 1,977,381 1,124,921,300
7,192,612 1,273,806 831,512,169 - - 25,166,962 865,145,549

- 6,874,353 3,694,215 - 2,528,709 - 13,097,277
356,645,367 28,173 54,691,150 22,101,684 176,537,541 37,600,402 4,549,840 652,154,157
2,352,642 316 238,817 8,942 10,170,143 344,125 34,221 13,149,206
25,038,114 19,107,147 9,670,329 721,793 10,574,595 5,132,141 60,678,647 130,922,766
399,091,751  1,055,578,205 954,766,941 63,908,160 324,912,849 104,830,242 92,970,389  2,996,058,537
32,114,222 458,544,964 4,584,439 1,500,000 13,958,571 6,379,963 - 517,082,159
49,621,139 200,730 905,250,448 59,775,999 256,300,624 77,380,144 1,169,403  1,349,698,487
292,223,792 571,548,191 - - 1,373,566 - - 865,145,549
22,066,726 4,900,354 41,411,599 789,666 7,321,818 985,277 12,163,140 89,638,580
396,025,879 1,035,194,239 951,246,486 62,065,665 278,954,579 84,745,384 13,332,543 2,821,564,775
3,065,872 20,374,196 3,074,521 1,842,495 46,994,260 15,186,715 83,955,703 174,493,762
399,091,751 1,055,568,435 954,321,007 63,908,160 325,048,839 99,932,099 97,288,246 2,996,058,537
421,838,014 175,996,895 22,966,777 142,799 322,857,427 79,183,185 1,408 1,022,986,505
As at December 31, 2018
. . Export
Paklsfan United St.ates Proc:ssing Middle East Europe Africa Total
Operations of America
Zones
(Rupees in '000)
47,695,852 53,126 152,391 8,325,959 1,715,892 304,415 58,247,635
24,258,020 10,769 40,131 1,994,908 1,006,163 33,004 27,343,085
71,953,872 63,895 192,522 10,320,867 2,722,055 337,509 85,590,720
(37,024,290) (1,067,600) (17,600) (5,877,260) (2,668,997) (445946)  (47,101,693)
660,416 - (1,408) (659,008) - - -

(36,363,874) (1,067,600) (19,008) (6,536,268) (2,668,997) (445946)  (47,101,693)
(1,081,982 (68,015) - (11,500,905) (394,817) (55,825) _ (13,101,544)
34,508,016 (1,071,720) 173,514 (7,716,306) (341,759) (164,262) 25,387,483
145,581,894 2,332,453 122,122 53,133,332 27,503,086 989,844 229,662,731
697,489,218 - 2901457 85342388 43,632,468 1793569 831,159,100
919,954,073 443,158 71,394 (514,552) R R 919,954,073
33,566,732 1,291,416 (916,602) 1,301,215 103,790 35,346,551
542,828,699 159,450 160,279,886 35,483,874 2,674,186 741,426,095
2,081,261 - 10,587,435 198,123 258,808 13,125,627
126,327,312 - 166,890 19,721,815 5,155,134 401,619 151,772,770
2,467,829,189 2,775,611 4,712,729 327,633,702 113,273,900 6,221,816  2,922,446,947
246,942,966 20,216,216 11,542,888 1,216,055 279,918,125
9,000,000 - - - - 9,000,000
1,106,255,496 3,889,543 255,494,556 80,579,798 2,104,648  1,448,324,041
919,954,073 - - - - - 919,954,073
81,919,481 437,252 93,261 12,795,242 1,304,561 77,052 96,626,849
2,364,072,016 437,252 3,982,804 288,506,014 93,427,247 3,397,755  2,753,823,088
104,523,012 2,338,359 729,925 42,350,355 17,335,431 1,346,777 168,623,859
2,468,595,028 2,775,611 4,712,729 330,856,369 110,762,678 4,744,532 2,922,446,947
691,953,501 2,209,348 418,336,575 86,353,183 23,084 1,198,875,691
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As at December 31, 2017 (Restated)

. . Export
Paklsfan United St.ates Processing Middle East Europe Africa Total
Operations of America
Zones
(Rupees in '000)
Profit & Loss
Net mark-up / retumn / profit 47970316 224,438 89,621 8,144,467 1,377,113 286,188 58,002,143
Inter segment (expense) / revenue - net ) R a A B A )
Non mark-up / refum / interest income 19,644,107 239,305 23,636 2,862,818 1,928,864 57,05 24755786
Total Income 67,614,423 463,743 113,257 11,007,285 3,305,977 343,244 82,847,929
Segment direct expenses (30,332,477) (414,801) (12630)  (6031,579)  (2,101,748) (436,486)  (39,329,721)
Inter segment expense allocation 695,440 (63,320) (1,253) (630,867)
Total expenses (29,637,037) (478,121) (13883)  (6,662446)  (2,101,748) (436,486)  (39,329,721)
Reversals / (Provisions) 2,037,204 (3760) ; (4,763,840) (615,691) (182714)  (2,628,801)
Profit/ (loss) before tax 40,914,590 (18,138) 99,374 (419,001) 588,538 (275956) 40,889,407
Balance Sheet
Cash & Bank balances 124,609,412 2,124,184 98,396 47,172,453 22,308,585 355252 196,668,282
Investments 1,011,902,830 - 1914777 76,320,760 33,402,195 1,380,738 1,124,921,300
Net inter segment lending 865,145,549 ; 161,222 (161,222) ; ; 865,145,549
Lendings to financial insfitutions 10,568,568 - 188,859 (188,972) 2,451,381 77,441 13,007,277
Advanges - performing 438,015,821 3,168,337 28170 173341427 34,846,022 2754380 652,154,157
Advances - non-performing net of prov 2,635,218 ; ; 10,169,863 178519 165606 13,149,206
Others 115,689,682 107,784 45346 10,421,465 4,302,801 355688 130,922,766
Total Assets 2,568,567,080 5,400,305 2436770 317,075,774 97,489,503 5,089,105  2,996,058,537
Borrowings 496,743,625 - - 13,958,571 5,847,624 532,339 517,082,159
Subordinated debt R
Deposits & otfier accounts 1,016,017,718 61,683 1818176 253,558,133 74,830,054 3412723 1,349,698,487
Net inter segment borrowing 863,771,983 2,641,115 - (1,267,549) - - 865,145,549
Others 81,484,735 152,678 7,995 7,161,145 856,011 (23984) 89,638,580
Total Liabilities 2458,018,061 2,855,476 1826471 273410300 81,533,669 3021078 2,821,564.775
Equity 110,642,996 2,544,829 610599 43,838,832 16,078,528 777978 174493762
Total Equity & liabilities 2,568,661,057 5,400,305 2436770 317,249,132 97,612,217 4,699,056 2,996,058,537
Contingencies and Commitments 626,789,074 941,817 2721358 313,646,987 78,648,349 238920 1,022,986,505

Transactions between reportable segments are based on an appropriate transfer pricing mechanism using agreed rates.
46 TRUST ACTIVITIES

The Bank is not engaged in any significant trust activities. However, it acts as custodian for some of the Term Finance
Certificates it arranges and distributes on behalf of its customers.

47. RELATED PARTY TRANSACTIONS

The Group has related party transactions with its associates, employee benefit plans and its Directors and executive
officers (including their associates).

The Group enters into transactions with related parties in the normal course of business. Contributions to and accruals in
respect of staff retirement benefits and other benefit plans are made in accordance with the actuarial valuations / terms of
the contribution plan. Remuneration to the executives / officers is determined in accordance with the terms of their
appointment.

Details of transactions with related parties during the year, other than those which have been disclosed elsewhere in these
consolidated financial statements, are as follows:
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471

RELATED PARTY TRANSACTIONS

Investments

Opening balance

Investment made during the year

Investment redeemed / disposed off during the year
Equity method adjustments

Closing balance

Provision for diminution in value of investments

Advances

Opening balance
Addition during the year
Repaid during the year
Transfer out

Closing balance

Provision held against advances

Other Assets

Interest mark-up accrued

Receivable from staff retirement funds

Prepaid insurance

Remuneration receivable from management of funds
Sales load receivable

Formation cost receivable

Other receivable

Provision against other assets

Borrowings

Opening balance
Borrowings during the year
Settled during the year
Closing balance

Deposits and other accounts
Opening balance

Received during the year
Withdrawn during the year
Transfer in / (out) - net
Closing balance

Other Liabilities

Interest / mark-up payable on deposits and borrowings
Payable to staff retirement fund

Unearned income

Contingencies and Commitments
Letter of guarantee

Income

Mark-up / return / interest earned
Commission / charges recovered
Dividend received

Net gain on sale of securities
Remuneration from management of fund
Sales load

Subscription fee

Other income

Expenses

Mark-up / return / interest paid

Remuneration paid

Post employment benefits

Non-executive directors' fee

Net charge for defined contribution plans

Net charge / (reversal) for defined benefit plans

Clearing charges

Seminar and Membership fees

Membership, Subscription , Sponsorship
and maintenance charges

Custody charges

Other expenses

Insurance premium paid
Insurance claims settled

2018 2017
. Key . Other related . Key Other related
Directors management Associates ) Directs A )
parties parties
personnel personnel
(Rupees in '000)
- - 4,243,644 3,895,328 - - 7,977,617 3,895,328
- - 6,148,157 510,075 - - 1,365,953 -
- - (5,699,007) (221,523) - - (5,399,374) -
- - 426,950 - - - 299,448 -
- - 5,119,744 4,183,880 - - 4,243,644 3,895,328
- - - 91,007 - - - 98,414
5,303 205,368 2,155,149 2,626,106 2,339 367,645 2,155,149 16,907,691
13,479 245,272 - 4,123,007 11,574 149,324 - 65,331,493
(16,561)  (121,668) - (1,341) (8,610)  (296,736) - (79,612,942)
- (48,061) - (23) - (14,865) - (136)
2,221 280,911 2,155,149 6,747,749 5,303 205,368 2,155,149 2,626,106
- - 2,155,149 - - - 2,155,149 -
- - 3,646 143,767 26 8 - 82,071
- - - 321,349 - - - 632,808
- - 107,566 - - - 13,201 -
- - 87,358 - - - 85,289 -
- - 19,154 - - - 26,527 -
- - 7,039 - - - 5,286 -
- - 59,146 30,164 - - 46,736 30,164
- - - 30,164 - - - 30,164
- - 474,532 - - - - 167,100
2,364,689 244,000 - - 474,532 512,650
(2,839,221) (231,600) - - - (679,750)
- - - 12,400 - - 474,532 -
5,700,563 66,247 7,426,100 3,072,390 7,714,425 241,070 8,882,657 2,196,112
60,624,991 1,629,709 160,790,083 163,877,912 30,436,836 1,716,576 260,733,762 176,336,654
(59,950,273)  (1,594,450) (156,547,356) (158,692,731)  (32,458,694) (1,772,424) (255,237,324) (174,752,255)
- 63,797 (30,181) (3,541) 7,996 (118,975)  (6,952,995) (708,121)
6,375,281 165,303 11,638,646 8,254,030 5,700,563 66,247 7,426,100 3,072,390
40,343 67 53,416 49,821 40,412 47 42,810 27,740
- - - 972,584 - - - 44,538
- - - 12,608 - - - 11,462
- - - - - - 24,884 -
2018 2017
Directors Key Associates Other related Directors Key Associates Other related
management parties management parties
personnel personnel
(Rupees in '000)
- 12,528 10,096 146,301 - 10,503 11,831 490,962
92 694 88,347 17,393 94 367 35,460 14,572
- - 45,186 779,246 - - 156,874 480,242
- - 94,616 - - - 339,789 -
- - 922,809 - - - 974,183 -
- - 96,871 - - - 187,644 -
- - 16,187 - - - 18,003 -
- 942 100 234,406 - 1,909 300 12,716
161,640 2,151 609,869 158,220 126,120 1,824 541,214 64,187
- 1,449,338 - - - 1,499,492 - -
- 66,437 - - - 63,486 - -
64,348 - - - 48,721 - - -
- - - 479,403 - - - 395,981
- - - 6,736,263 - - - 115,878
- - - 114,171 - - 2,552 1,316
- - - 9,405 - - - 116,360
- - - 7,309 - - - 5,545
- - - 5,775 - - - 6,289
- - - 4,960 - - 2,552 1,316
- - 557,449 - - - 443,179 -
- - 395,987 - - - 206,675 -
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CAPITAL ADEQUACY, LEVERAGE RATIO & LIQUIDITY REQUIREMENTS 2018 2017
Rupees in '000
Minimum Capital Requirement (MCR):

Paid-up capital (net of losses) 12,241,798 12,241,798
Capital Adequacy Ratio (CAR):

Eligible Common Equity Tier 1 (CET 1) Capital 116,182,214 119,204,419
Eligible Additional Tier 1 (ADT 1) Capital 8,305,439 70,857
Total Eligible Tier 1 Capital 124,487,653 119,275,276
Eligible Tier 2 Capital 40,708,238 43,928,861
Total Eligible Capital (Tier 1 + Tier 2) 165,195,891 163,204,137
Risk Weighted Assets (RWAs):

Credit Risk 795,066,075 727,473,917
Market Risk 30,089,441 206,494,434
Operational Risk 147,604,598 146,435,868
Total 972,760,114  1,080,404,219
Common Equity Tier 1 Capital Adequacy ratio 11.94% 11.03%
Tier 1 Capital Adequacy Ratio 12.80% 11.04%
Total Capital Adequacy Ratio 16.98% 15.11%

The SBP through its BSD Circular No. 07 dated April 15, 2009 has prescribed the minimum paid-up capital (net of
accumulated losses) for Banks to be raised to Rs.10,000 million by the year ending December 31, 2015. The paid-up
capital of the Bank for the year ended December 31, 2018 stood at Rs.12,241.798 million (2017: Rs.12,241.798 million)
and is in compliance with SBP requirements. Banks are also required to maintain a minimum Capital Adequacy Ratio
(CAR) of 10.0% plus capital conservation buffer of 1.90% of the risk weighted exposures of the Bank. Further, under Basel
[l instructions, Banks are also required to maintain a Common Equity Tier 1 (CET 1) ratio and Tier 1 ratio of 6.0% and
7.5%, respectively, as at December 31, 2018. As at December 31, 2018 the Bank is fully compliant with prescribed ratios
as the Bank’s CAR is 16.98% whereas CET 1 and Tier 1 ratios stood at 11.94% and 12.80% respectively. The Bank and
its individually regulated operations have complied with all capital requirements throughout the year.

Furthermore, under the SBP’s Framework for Domestic Systematically Important Banks (D-SIBs) introduced vide BPRD
Circular No. 04 of 2018 dated April 13, 2018, UBL has been designated as a D-SIB. Under this framework, the Bank is
required to meet the Higher Loss Absorbency capital charge of 1.5%, in the form of Additional CET 1 capital, on a
standalone as well as consolidated level. The additional capital requirement shall be effective from the end of March 2019.

Under the current capital adequacy regulations, credit risk and market risk exposures are measured using the Standardized
Approach and operational risk is measured using the Basic Indicator Approach. Credit risk mitigants are also applied
against the Bank’s exposures based on eligible collateral under comprehensive approach.

2018 2017
Rupees in '000
Leverage Ratio (LR):

Eligible Tier-1 Capital 124,487,653 119,275,276
Total Exposures 2,5650,548,720  2,986,924,335
Leverage Ratio 4.88% 3.99%

Liquidity Coverage Ratio (LCR):

Total High Quality Liquid Assets 404,144,218 414,579,250
Total Net Cash Outflow 212,338,866 255,636,947
Liquidity Coverage Ratio 190.33% 162.18%

Net Stable Funding Ratio (NSFR):

Total Available Stable Funding 1,489,318,075 1,128,634,708
Total Required Stable Funding 1,181,920,887 1,086,955,065
Net Stable Funding Ratio 126.01% 103.83%

The full disclosures on the CAPITAL ADEQUACY, LEVERAGE RATIO & LIQUIDITY REQUIREMENTS as per SBP
instructions issued from time to time are placed on the website. The link to the full disclosure is available at
http://www.ubldirect.com/Corporate/InvestorRelations/CapitalAdequacyStatements.aspx

230 | United Bank Limited



Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2018

49.

49.1

49.1.1

RISK MANAGEMENT

This section presents information about the Group’s exposure to and its management and control of risks, in particular, the
primary risks associated with its use of financial instruments such as credit, market, liquidity, and operational.

The Bank has an integrated risk management structure in place covering domestic and International franchise.The Board
Risk and Compliance Committee (BRCC) oversees the entire risk management process of the Bank. Furthermore, Risk
Management Committee has been formed which looks at all risks collectively at senior management level. The committee
is chaired by the President and comprises of Heads of all Risk areas, Finance, Business etc. The Risk and Credit Policy
Group is responsible for the development and implementation of all risk policies as approved by the BRCC / BoD. The
group is organized into the functions of Market & Treasury Risk, Financial Institution Risk, Credit Policy & Research,
Consumer Credit Policy, Credit Risk Management and Operational Risk & Basel. Each risk function is headed by a senior
manager who reports directly to the Group Executive, Risk and Credit Policy. The role of the Risk and Credit Policy Group
includes:

- Determining guidelines relating to the Bank’s risk appetite.

- Recommending risk management policies in accordance with the Prudential Regulations, Basel Il / Ill framework,
Regulatory framework of foreign countries where the bank operates and international best practices.

- Reviewing policies / manuals and ensuring that these are in accordance with BRCC / BoD approved risk management
policies.

- Developing systems and resources to review the key risk exposures of the Bank.

- Approving credits and granting approval authority to qualified and experienced individuals.

- Reviewing the adequacy of credit training across the Bank.

- Organizing portfolio reviews focusing on quality assessment, risk profiles, industry concentrations etc.

- Setting systems to identify significant portfolio indicators, problem credits and level of provisioning required.

- Establish an extensive Information Security (IS) Program and governance structure to manage the Security of the
Information assets.

Credit risk

Credit risk is the risk that a customer or counterparty may not settle an obligation for full value, either when due or at any
time thereafter. This risk arises from the potential that a customer's or counterparty’s willingness or ability to meet such an
obligation is impaired, resulting in an economic loss to the Bank.

The credit risk management process is driven by the Bank's Risk Management Policy, Credit Policy for Corporate,
Commercial, SME & Agri, Collateral Management Policy, Credit Policy International, Credit Policy UAE and Credit Manual,
which provides policies and procedures in relation to credit initiation, approval, documentation and disbursement, credit
maintenance and remedial management.

Individual credit authorities are delegated to credit officers by the Group Executive - Risk & Credit Policy (authorized by
BoD), according to their seasoning / maturity. Approvals for Consumer loans are centralized, while approval authorities for
International, Corporate, Commercial, SME and Agri exposures are delegated at a Country / Regional level. Furthermore,
credit authorities are also delegated to business teams in various regions for Commercial, SME & Agri lending. All credit
policy functions domestic & international are centrally organized.

Concentrations of credit risk exist if clients are engaged in similar activities, or are located in the same geographical
region, or have comparable economic characteristics such that their ability to meet contractual obligations would be
similarly affected by changes in economic, political or other conditions. The Bank manages, limits and controls
concentrations of credit risk to individual counterparties and groups, and to industries, where appropriate. Limits are also
applied to portfolios or sectors where the Bank considers it appropriate to restrict credit risk concentrations, or to areas of
higher risk, or to control the rate of portfolio growth.

Lendings to financial institutions

2018 2017 2018 2017 2018 2017

Credit risk b blic / privat t
reciit risk by public [ private sector Gross lendings Non-performing lendings Provision held

(Rupees in '000)

Public / Government 4,800,000 6,058,883 - - - -
Private 30,614,804 7,164,247 68,253 125,853 68,253 125,853
35,414,804 13,223,130 68,253 125,853 68,253 125,853
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49.1.2

49.1.3

Investment in debt securities

Credit risk by industry sector

Agriculture, Forestry, Hunting and Fishing
Textile

Chemical and Pharmaceuticals
Automobile and transportation equipment
Electronics and electrical appliances
Construction

Power (electricity), Gas, Water, Sanitary
Airline

Financial

Others

Credit risk by public / private sector

Public / Government
Private

Advances

Credit risk by industry sector

Chemical and pharmaceuticals

Agri business

Textile spinning

Textile weaving

Textile composite

Textile others

Cement

Sugar

Shoes and leather garments
Automobile and transportation equipment
Financial

Electronics and electrical appliances
Production and transmission of energy
Paper and allied

Surgical and metal

Contractors

Wholesale traders

Fertilizer dealers

Sports goods

Food industries

Airlines

Cables

Construction

Engineering

Glass and allied

Hotels

Polyester and fiber
Telecommunication

Individuals

Others
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2018 2017 2018 2017 2018 2017
Gross investments N9n-performmg Provision held
investments

(Rupees in '000)

- 682,513 - 913 - 913
229,264 229,262 229,264 229,262 103,090 103,428
110,645 121,527 110,645 121,527 110,645 121,199
- 305,421 - - - -
2,549 - 2,549 - 2,549 -
424,739 365,185 - - - -
14,827,903 17,527,218 - - - -
1,792,177 2,175,183 1,792,177 2,175,183 - -
770,631,700 1,045,244,923 301,197 656,540 301,172 615,039
40,180,411 28,409,800 430,317 1,395 430,830 1,396
828,199,388 1,095,061,032 2,866,149 3,184,820 948,286 841,975
2018 2017 2018 2017 2018 2017
Gross investments N(.)n-performmg Provision held
investments
(Rupees in '000)
768,972,688 996,878,754 1,792,177 2,175,183 - -
59,226,700 98,182,278 1,073,972 1,009,637 948,286 841,975
828,199,388 1,095,061,032 2,866,149 3,184,820 948,286 841,975
2018 2017 2018 2017 2018 2017
Gross advances Non-performing advances Provision held
(Rupees in '000)
15,625,380 13,804,379 112,284 148,319 112,284 148,319
10,435,056 61,821,555 461,798 426,525 347,506 321,387
18,505,029 19,632,554 3,945,619 4,108,702 3,945,619 4,108,702
8,518,471 8,064,605 418,026 318,110 417,764 317,384
33,893,395 29,260,256 3,963,152 3,997,470 3,961,202 3,970,378
19,153,131 15,508,311 2,565,120 2,815,147 2,461,777 2,809,019
6,608,055 5,420,193 - - - -
10,106,270 23,037,545 426,992 80,712 426,992 80,712
2,351,335 2,774,178 2,214,605 1,958,526 2,214,700 1,010,093
18,199,891 20,054,488 130,307 215,997 128,250 215,319
72,320,683 75,235,864 3,400,989 3,830,678 3,461,379 3,363,078
14,230,576 13,407,774 7,348,585 2,887,599 5,356,833 1,560,214
226,994,888 140,056,248 5,185,374 5,506,846 4,710,194 4,823,734
3,440,410 3,364,088 707,669 599,466 706,138 265,191
207,652 6,497 - - - -
5,107,914 5,964,159 - - - -
38,943,401 26,004,633 6,255,138 4,412,121 6,239,271 2,938,015
14,480,378 16,219,433 47,698 65,759 46,675 65,759
691,643 45,499 - - - -
87,493,084 26,122,327 8,090,259 5,813,962 6,139,973 3,483,604
8,076,546 9,706,217 - - - -
994,870 1,041,023 - - - -
32,446,269 29,334,128 3,191,872 2,590,766 2,889,321 2,425,160
22,793,296 16,440,176 1,117,263 1,134,465 49,720 67,145
598,019 499,906 - - - -
1,420,315 1,981,164 596,050 589,060 596,050 589,060
4,541,352 3,982,326 1,577,051 1,577,051 1,577,051 1,577,051
17,805,208 19,791,165 - - - -
42,705,370 61,531,994 9,503,456 5,119,070 3,814,688 3,001,170
76,884,446 59,629,453 8,244,000 5,885,161 6,774,293 3,791,812
815,572,333 709,742,138 69,503,307 54,081,512 56,377,680 40,932,306
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Credit risk by public / private sector 2018 2017 2018 2017 2018 2017

Gross advances Non-performing advances Provision held

(Rupees in '000)

Public / Government 331,031,291 196,373,363 1,089,630 1,089,630 22,313 22,313
Private 484,541,042 513,368,775 68,413,677 52,991,882 56,355,367 40,909,993
815,572,333 709,742,138 69,503,307 54,081,512 56,377,680 40,932,306

49.1.4 Contingencies and Commitments 2018 2017

Rupees in '000
Credit risk by industry sector

Agri business 84,806 29,386
Airlines 444,064 337,255
Automobile and transportation equipment 5,442,636 8,048,576
Cables 416,415 648,521
Cement 9,657,312 7,906,329
Chemical and pharmaceuticals 3,832,528 3,401,520
Construction 20,745,074 30,217,512
Containers and ports 1,092,000 1,092,000
Contractors 19,364,259 22,246,724
Electronics and electrical appliances 3,089,509 3,815,472
Engineering 19,369,801 17,371,474
Financial 798,006,934 632,629,081
Textile spinning 5,472,684 5,870,989
Textile weaving 4,428 557 5,236,354
Textile composite 5,075,008 5,944,634
Textile others 4,506,514 5,712,448
Sugar 1,700,230 2,066,348
Shoes and leather garments 95,932 528,579
Production and transmission of energy 132,743,634 105,102,591
Paper and allied 3,304,861 4,560,342
Surgical and metal - 85,103
Wholesale traders 6,017,812 3,890,303
Fertilizer dealers 5,133,758 5,458,328
Food industries 10,004,607 6,182,233
Glass and allied 380,484 191,961
Hotels 153,631 166,290
Polyester and fiber 6,498,849 2,396,842
Telecommunication 11,070,166 12,212,381
Individuals 3,725,963 9,391,658
Others 117,017,663 120,245,271

1,198,875,691 1,022,986,505

Credit risk by public / private sector
Public / Government 503,906,705 179,114,844
Private 694,968,986 843,871,661

1,198,875,691 1,022,986,505

49.1.5 Concentration of Advances

The Bank's top 10 exposures on the basis of total (funded and non-funded exposures) aggregated to Rs 329.887 billion
(2017: Rs. 244.079 billion) are as following:

2018 2017
Rupees in '000
Funded 202,225,292 151,828,373
Non Funded 127,661,689 92,250,648
Total Exposure 329,886,981 244,079,021

The sanctioned limits against these top 10 exposures aggregated to Rs 377.954 billion (prior year: Rs. 320.645 billion).
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49.1.6

49.2

Advances - Province / Region-wise Disbursement & Utilization

2018
Utilization

Province / Region

’ Disburse- KPK including incﬁJJdli(ng

t . . .
ments Punjab Sindh FATA Balochistan Islamabad Gilgit-
Baltistan
(Rupees in '000)
Punjab 189,383,006 189,383,006 - -
Sindh 182,227,010 - 182,227,010 -
KPK including FATA 1,993,230 - 1,993,230 -
Balochistan 316,817 - - - 316,817 -
Islamabad 81,087,836 - - - - 81,087,836
AJK including Gilgit-Baltistan - - - - - -
Total 455,007,899 189,383,006 182,227,010 1,993,230 316,817 81,087,836
2017
Utilization

Province / Region

’ Disburse- KPK including inclI.:JJd;i(ng

t . . .
ments Punjab Sindh EATA Balochistan Islamabad Gilgit-
Baltistan
(Rupees in '000)

Punjab 133,494,133 133,494,133 - -
Sindh 281,235,979 - 281,235,979 -
KPK including FATA 1,025,076 - - 1,025,076 -
Balochistan 1,438,165 - - - 1,438,165 -
Islamabad 18,292,432 - - - - 18,292,432 -
AJK including Gilgit-Baltistan 18,311 - - - - - 18,311
Total 435,504,096 133,494,133 281,235,979 1,025,076 1,438,165 18,292,432 18,311
Market Risk

Market risk is the risk that the fair value of a financial instrument will fluctuate due to movements in market prices. It
results from changes in interest rates, exchange rates and equity prices as well as from changes in the correlations
between them. Each of these components of market risk consists of a general market risk and a specific market risk that
is driven by the nature and composition of the portfolio.

Measuring and controlling market risk is usually carried out at a portfolio level. However, certain controls are applied,
where necessary, to individual risk types, to particular books and to specific exposures. Controls are also applied to
prevent any undue risk concentrations in trading books, taking into account variations in price, volatility, market depth and
liquidity. These controls include limits on exposure to individual market risk variables as well as limits on concentrations
of tenors and issuers.

Trading activities are centered in the Treasury and Capital Markets Group which facilitates clients and also runs
proprietary positions. The Bank is active in the cash and derivative markets for equity, interest rate and foreign exchange.

The Market and Treasury Risk division performs market risk management activities. Within this division, the Market Risk
Management unit is responsible for the development and review of market risk policies and processes, and is involved in
research, financial modeling and testing / implementation of risk management systems, while Treasury Middle Office is
responsible for implementation and monitoring of market risk and other policies, escalation of deviations to senior
management, and MIS reporting.

The functions of the Market Risk Management unit are as follows:

- To keep the market risk exposure within the Bank’s risk appetite as assigned by the BoD and the BRCC.

- To develop, review and upgrade procedures for the effective implementation of market risk management policies
approved by the BoD and BRCC.
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49.2.1

49.2.2

- To review new product proposals and propose / recommend / approve procedures for the management of their
market risk. Various limits are assigned to different businesses on a product / portfolio basis. The products are
approved through product programs, where risks are identified and limits and parameters are set. Any transactions
/ products falling outside these product programs are approved through separate transaction / product memos.

- To maintain a comprehensive database for performing risk analysis, stress testing and scenario analysis. Stress
testing activities are performed on a quarterly basis on both the Banking and Trading books.

Balance sheet split by trading and Banking books

2018 2017
Mook bk T b bk oW
(Rupees in '000)
Cash and balances with treasury banks 187,915,671 - 187,915,671 161,119,170 - 161,119,170
Balances with other banks 41,747,060 - 41,747,060 35,549,112 - 35,549,112
Lendings to financial institutions 35,346,551 - 35,346,551 13,097,277 - 13,097,277
Investments 729,594,487 101,564,613 831,159,100 399,297,694 725,623,606 1,124,921,300
Advances 754,551,722 - 754,551,722 665,303,363 - 665,303,363
Fixed assets 50,898,280 - 50,898,280 49,230,901 - 49,230,901
Intangible assets 1,876,094 - 1,876,094 1,153,176 - 1,153,176
Deferred tax assets 6,685,952 - 6,685,952 - - -
Other assets 92,312,444 - 92,312,444 80,538,689 - 80,538,689

1,900,928,261 101,564,613  2,002,492,874  1,405,289,382 725,623,606 2,130,912,988

Foreign Exchange Risk

Foreign Exchange Risk is the risk that the fair value of a financial instrument will fluctuate due to changes in foreign
exchange rates. Exposures are monitored by currency to ensure that they remain within the established limits for each
currency. Exposures are also monitored on an overall basis to ensure compliance with the Bank’s SBP approved Foreign
Exchange Exposure Limit.

The Bank is an active participant in the cash and derivatives markets for currencies and carries currency risk from these
trading activities, conducted primarily by the Treasury and Capital Markets Group (TCM). These trading exposures are
monitored through prescribed stress tests and sensitivity analyses.

The Bank's reporting currency is the Pakistan Rupee, but its assets, liabilities, income and expenses are denominated in
multiple currencies. From time to time, TCM proactively hedges foreign currency exposures resulting from its market
making activities, subject to pre-defined limits.

2018 2017
Comoney  Cumengy Ofbsance TR ey Carengy Ofosanes (R
Assets Liabilities sheet items exposure Assets Liabilities sheet items exposure
(Rupees in '000)

Pakistan Rupee 1,532,411,442  1,332,445,342 (45,447,911) 154,518,189  1,661,907,088  1,469,184,363 (30,679,274) 162,043,451
US Dollar 210,730,070 117,600,788 (87,762,976) 5,366,306 269,512,064 166,754,123  (102,455,656) 302,285
Pound Sterling 51,697,946 70,657,807 26,749,191 7,789,330 35,787,001 47,270,176 21,872,240 10,389,065
Japanese Yen 27,226 8,821 (12,606) 5,799 1,232,985 1,216,966 (11,770) 4,249
Euro 3,070,085 10,644,026 6,396,344 (1,177,597) 6,541,667 14,104,607 7,290,575 (272,365)
UAE Dirham 123,875,311 211,071,317 80,270,598 (6,925,408) 102,905,913 193,310,246 89,151,353 (1,252,980)
Bahraini Dinar 13,536,697 25,327,298 12,252,900 462,299 13,708,941 22,243,314 9,037,609 503,236
Qatari Riyal 24,369,574 28,332,023 4,809,866 847 417 26,105,618 29,677,810 4,230,555 658,363
Other Currencies 42,774,523 37,781,593 2,744,594 7,737,524 13,211,711 12,657,621 1,564,368 2,118,458
2,002,492,874  1,833,869,015 - 168,623,859  2,130,912,988  1,956,419,226 - 174,493,762
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49.2.3

49.2.4

2018 2017

Banking Trading Banking Trading
book book book book

Impact of 1% change in foreign exchange rates on

- Profit and loss account
+1% change - - - -
-1% change - - - -
- Other comprehensive income

+1% change - - 7,572 -
-1% change - - (7,572)

Equity position Risk

Equity position risk is the risk that the fair value of a financial instrument will fluctuate due to changes in the prices of
individual stocks or the levels of equity indices. The Bank’s equity book comprises of held for trading (HFT) and available
for sale (AFS) portfolios. The objective of the HFT portfolio is to make short-term capital gains, whilst the AFS portfolio is
maintained with a medium term view of earning both capital gains and dividend income. Product program manuals have
been developed to provide guidelines on the objectives and policies, risks and mitigants, limits and controls for the equity
portfolios of the Bank.

2018 2017

Banking Trading Banking Trading
book book book book

Impact of 5% change in equity prices on,

Other comprehensive income
+5% change 860,010 - 938,862 -
-5% change (860,010) - (938,862) -

Yield / Interest Rate Risk in the Banking Book (IRRBB) - Basel Il Specific

Interest rate risk is the risk that fair value of a financial instrument will fluctuate as a result of changes in interest rates,
including changes in the shape of yield curves. Interest rate risk is inherent in many of the Bank's businesses and arises
from mismatches between the contractual maturities or the re-pricing of on and off balance sheet assets and liabilities.
The interest rate sensitivity profile is prepared on a quarterly basis based on the re-pricing or contractual maturities of
assets and liabilities.

Interest rate risk is monitored and managed by performing periodic gap analysis, sensitivity analysis and stress testing
and taking appropriate actions where required.

2018 2017

Banking Trading Banking Trading
book book book book
---------------------------- Rupees in "000 -----======msnmmmnmmmnmnanns

Impact of 1% change in interest rates on
- Profit and loss account

+1% change - 2,347,327 - (5,590,345)
-1% change - 1,964,419 - 5,590,345
- Other comprehensive income

+1% change 6,309,870 - (11,792,500) -
-1% change (6,665,529) - 11,792,500 -
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Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2018

50.

51.

511

51.2

52,

52.1

52.2

NEW YORK BRANCH

As part of its global realignment strategy, UBL voluntarily closed its New York Branch (NY Branch) on January 28, 2019
and surrendered the license to the New York State Department of Financial Services (NYDFS). The Bank had earlier
ceased commercial operations in its New York Branch in 2018 and has been providing US Dollar clearing services to its
customers through multiple correspondent banking relationships.

UBL and the NY Branch had entered into a Written Agreement (WA 2018) with the Board of Governors of the Federal
Reserve System (FRB) on July 2, 2018 upon termination of an earlier Written Agreement (WA 2013) dated 28 October
2013. Meanwhile, UBL requested the NYDFS that UBL intends to surrender the license of its NY Branch and notified FRB
as well.

In pursuance thereof, UBL surrendered the NY Branch'’s license to NYDFS on 28 January 2019, in accordance with Section
605.11(c) of the New York Banking Law and the procedures prescribed by the NYDFS to facilitate an orderly liquidation of
the NY Branch. UBL’s NY Branch was thus closed as of 28 January 2019. As a result, costs including, among regular
expenses, additional legal and consultancy costs, and staff severance costs and contract termination charges related to the
closure of the Branch, the NY Branch incurred a net loss of Rs. 1,071.720 million for the year ended 31 December 2018
(2017: loss of Rs. 18.138 million). At this stage there is no indication of any financial impact in respect of post closure
related regulatory matters including WA 2018.

UBL'’s decision to close the NY Branch was purely a commercial decision, which was taken after evaluating the commercial
viability of continuing the operations of NY Branch. There will be no material impact on UBL’s business related to Trade
Finance and other Forex business activities as UBL has established multiple correspondent banking relationships with the
renowned banks to provide continued U.S. dollar clearing services that were previously provided by the UBL’'s New York
branch.

NON-ADJUSTING EVENT AFTER THE BALANCE SHEET DATE

The Board of Directors in its meeting held on February 20, 2019 has proposed a cash dividend in respect of 2018 of Rs.3
per share (2017: Rs. 4 per share). In addition, the Directors have also announced a bonus issue of nil (2017: nil). These
appropriations will be approved in the forthcoming Annual General Meeting. The consolidated financial statements for the
year ended December 31, 2018 do not include the effect of these appropriations which will be accounted for in the
consolidated financial statements for the year ending December 31, 2019.

The Finance Supplementary (Second Amendment) Bill, 2019 laid down before the National Assembly of Pakistan on
January 23, 2019, amended the rates of Super tax noted in the earlier Finance Act, 2018 and prescribed a flat rate of 4%
super tax for all accounting years from 2017 to 2020. The changes proposed by the Bill are being deliberated and have not
yet been enacted.

If the Bill is enacted in its proposed form, the potential impact of the revision in the rate of Super Tax for the accounting
year 2017 would amount to Rs 1,650 million.

GENERAL
Comparatives

The comparative figures have been re-arranged and reclassified for comparison purposes. The significant reclassifications
have been disclosed below and in notes 5.1.1 and 5.1.3 of these consolidated financial statements.

Previously stated Reclassification Revised Amount
smmemememmenmennenennenneaneanes (RUPEES iN '000) =mmrmmrmmemmemmmoem oo eeeenen

Lendings to Financial Institutions 35,893,920 (22,796,643) 13,097,277
Advances - net 642,506,720 22,796,643 665,303,363
Deposits 1,366,157,914 (16,459,427) 1,349,698,487
Bills Payable 13,392,978 16,459,427 29,852,405
Non-controlling interest 4,810,519 681,325 5,491,844
Surplus on revaluation of assets 33,586,216 (681,325) 32,904,891

Figures have been rounded off to the nearest thousand rupees unless otherwise stated.
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Notes to and forming part of the Consolidated Financial Statements
For the year ended December 31, 2018

53. DATE OF AUTHORIZATION

These consolidated financial statements were authorized for issue on February 20, 2019 by the Board of Directors of the
Bank.

M”“é/ & /,-fﬁrq,&’ bt F—=(— =3
Sima Kamil Amar Zafar Khan

Aameer Karachiwalla Arshad Ahmad Mir Sir Mohammed Anwar Pervez, OBE, HPk
Chief Financial Officer President & Director Director Chairman
Chief Executive Officer
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Annexure ‘llI’ as referred to in note 11.6 of the Group’s
Consolidated Financial Statements

Cost Accumtljlalted Book value Sale N!ode of Particulars of Buyers
depreciation proceeds disposal

---- (Rupees in '000) ----

Items having book value of more

than Rs. 250,000 or cost of more than Rs. 1,000,000

Land & Building

Leasehold Land 13,256 17 13,239 14,000
13,256 17 13,239 14,000 Auction Various Buyers
Vehicles
Accord 2017 4,155 724 3,431 2,089 Auction Alfuttaim Automall
Land Cruiser 2013 8,241 8,241 - 3,084 Auction Alfuttaim Automall
Land Cruiser 2017 8,887 4,449 4,438 5,214 Auction Alfuttaim Automall
Mercedes 15,689 15,689 - 1,890 Auction Al Asaad
Mercedes Benz E 200 11,830 6,743 5,087 4,800 Insurance UBL Insurers Ltd
Mercedes Benz E 200 11,830 6,388 5,442 6,500 Buy Back Asim Igbal
Mercedes Benz E 200 11,830 6,921 4,909 4,910 Buy Back Bagar Muzaffar-Staff
Mercedes Benz E 200 9,422 8,480 942 1,884 Buy Back Zia ljaz - Staff
Mercedes E300 7,372 6,389 983 1,840 Auction Al Asaad
Toyota Corolla 2,457 1,451 1,006 1,121 Auction Mohammed Waseem
Toyota Corolla 1,649 1,484 165 1,110 Auction Saif ullah Quershi
Toyota Corolla 1,649 1,484 165 1,250 Insurance UBL Insurer
Toyota Corolla 1,569 1,412 157 1,246 Auction Ghulam Habib
Toyota Corolla 1,502 1,502 - 1,086 Auction Wasim Mirza
Toyota Corolla 1,502 1,502 - 1,170 Auction Khalid Anwar
Toyota Corolla 1,370 1,233 137 938 Auction Ghulam Mustafa Quershi
100,954 74,092 26,862 40,132

Electrical, office and computer equipment

Generator 1,458 1,458 - 25 Auction Various Buyers
Generator 1,410 1,410 - 3 Auction Various Buyers
Generator 1,382 1,382 - 25 Auction Various Buyers
Generator 1,364 1,364 - 100 Auction Various Buyers
Generator 1,305 1,305 - 150 Auction Various Buyers
Generator 1,290 1,290 - 50 Auction Various Buyers
Generator 1,282 1,282 - 25 Auction Various Buyers
Generator 1,269 1,269 - 200 Auction Various Buyers
Generator 1,243 1,243 - 100 Auction Various Buyers
Generator 1,226 1,226 - 26 Auction Various Buyers
Generator 1,226 1,226 - 3 Auction Various Buyers
Generator 1,203 1,203 - 5 Auction Various Buyers
Generator 1,195 1,195 - 50 Auction Various Buyers
Generator 1,191 1,191 - 50 Auction Various Buyers
Generator 1,189 1,189 - 5 Auction Various Buyers
Generator 1,170 1,170 - 50 Auction Various Buyers
Generator 1,152 1,152 - 800 Auction Omni Agent
Generator 1,151 1,151 - 1 Auction Various Buyers
Generator 1,112 1,112 - 100 Auction Various Buyers
Generator 1,094 1,094 - 200 Auction Various Buyers
Generator 1,088 1,088 - 3 Auction Various Buyers
Generator 1,085 1,085 - 56 Auction Various Buyers
Generator 1,033 1,033 - 5 Auction Various Buyers
Generator 1,023 1,023 - 136 Auction National Traders
Generator 1,006 1,006 - 136 Auction National Traders
Generator 1,003 1,003 - 136 Auction National Traders
Generator 1,002 1,002 - 136 Auction National Traders
Atm Machine 1,064 1,064 - 65 Auction NCR Corporation
Atm Machine 1,064 1,064 - 65 Auction NCR Corporation
34,280 34,280 - 2,706

Items having book value of less
than Rs. 250,000 and cost of less than Rs. 1,000,000
Others 678,009 633,947 44,062 71,740
Total 826,499 742,336 84,163 128,578
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Consolidated Statement of Financial Position

As at December 31, 2018

ASSETS

Cash and balances with treasury banks
Balances with other banks

Lendings to financial institutions
Investments

Advances

Fixed assets

Intangible assets

Deferred tax assets

Other assets

LIABILITIES

Bills payable

Borrowings

Deposits and other accounts

Liabilities against assets subject to finance lease
Subordinated debts

Deferred tax liabilities

Other liabilities

NET ASSETS

REPRESENTED BY:

Share capital

Reserves

Surplus on revaluation of assets
Unappropriated profit

Total equity attributable to the equity holders of the Bank

Non-controlling interest

CONTINGENCIES AND COMMITMENTS

2018

2017
Restated

----------- (US Dollars in '000) ---=------

1,353,256 1,160,283
300,637 256,003
254,545 94,319

5,985,509 8,101,008

5,433,828 4,791,115
366,539 354,531

13,511 8,304

48,148 -
664,779 579,991
14,420,752 15,345,554
196,404 214,979
2,015,802 3,723,715
10,429,960 9,719,718
72 32

64,813 -
- 21,464
499,373 409,049
13,206,424 14,088,957
1,214,328 1,256,597
88,158 88,158
432,652 339,931
122,373 238,701
531,103 550,260
1,174,286 1,217,050
40,042 39,547
1,214,328 1,256,597

These figures have been converted at Rs. 138.8619 per US Dollar from the audited financial statements.
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Consolidated Profit and Loss Account
For the year ended December 31, 2018

Mark-up / return / interest earned
Mark-up / return / interest expensed
Net mark-up / interest income

Non mark-up / interest income
Fee and commission income
Dividend income

Foreign exchange income

(Loss) / income from derivatives
Gain on securities - net

Other income

Total non mark-up / interest income
Total income

Non mark-up / interest expenses
Operating expenses

Workers' Welfare Fund

Other charges

Total non mark-up / interest expenses

Share of profit of associates

Profit before provisions

Provisions and write offs - net

Extra ordinary / unusual item - charge in respect of
pension liability

Profit before taxation

Taxation
Profit after taxation
Attributable to:

Equity holders of the Bank
Non-controlling interest

Earnings per share - basic and diluted

2018 2017
Restated
-------- (US Dollars in '000) -=--=---

845,179 796,330
425,714 377,985
419,465 418,345
114,407 106,811
12,125 12,485
26,378 15,484
(632) 236
32,292 34,566
7,303 5,383
191,873 174,965
611,338 593,310
306,009 276,932
(15,579) 5,867
827 430
291,257 283,229
5,036 3,310
325,117 313,391
94,349 18,931
47,941 -
182,827 294,460
74,448 107,549
108,379 186,911
111,501 186,866
(3,122) 45
108,379 186,911
(US $)
0.09 0.15

These figures have been converted at Rs. 138.8619 per US Dollar from the audited financial statements.
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Category of Shareholders
As on December 31, 2018

Particulars No of Folio Balance Share Percentage
DIRECTORS, CEO & CHILDREN 14 22324456 1.8236
BANKS, DFI & NBFI 20 29521040 2.4115
INSURANCE COMPANIES 29 57983211 4.7365
MUTUAL FUNDS 60 41219472 3.3671
GENERAL PUBLIC (LOCAL) 20778 55426421 4.5276
GENERAL PUBLIC (FOREIGN) 1231 8822920 0.7207
OTHERS 113 43664315 3.5668
FOREIGN COMPANIES 182 838368380 68.4841
GOVT. OWNED ENTITIES / BANKS 2 1131714 0.0924
JOINT STOCK COMPANIES 178 124533271 10.1728
PUBLIC SECTOR COMPANIES 1 118628 0.0097
CHARITABLE TRUSTS 18 1065388 0.0870
MODARABAS 1 471 0.0000
22627 1224179687 100.0000

Company Total
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Details of Mutual Funds & Modarabas

MUTUAL

Folio No Name Code Balance Held Percentage
005371000028 CDC - TRUSTEE MCB PAKISTAN STOCK MARKET FUND 006 5,670,800 0.4632
005454000028 MCBFSL - TRUSTEE JS VALUE FUND 006 188,700 0.0154
005488000025 CDC - TRUSTEE PAKISTAN CAPITAL MARKET FUND 006 257,100 0.0210
005645000024 CDC - TRUSTEE PICIC INVESTMENT FUND 006 1,314,200 0.1074
005652000023 CDC - TRUSTEE JS LARGE CAP. FUND 006 275,800 0.0225
005777000029 CDC - TRUSTEE PICIC GROWTH FUND 006 2,548,300 0.2082
005959000027 CDC - TRUSTEE ATLAS STOCK MARKET FUND 006 2,560,000 0.2091
006072000023 CDC - TRUSTEE FIRST DAWOOD MUTUAL FUND 006 14,900 0.0012
006171000021 CDC - TRUSTEE FAYSAL STOCK FUND 006 30,000 0.0025
006197000029 CDC - TRUSTEE ALFALAH GHP VALUE FUND 006 422,500 0.0345
006213000025 CDC - TRUSTEE UNIT TRUST OF PAKISTAN 006 243,600 0.0199
006411000021 CDC - TRUSTEE AKD INDEX TRACKER FUND 006 112,929 0.0092
007252000020 CDC - TRUSTEE FAYSAL ASSET ALLOCATION FUND 006 18,000 0.0015
007377000026 CDC - TRUSTEE UBL STOCK ADVANTAGE FUND 006 3,343,891 0.2732
009480000021 CDC - TRUSTEE NAFA STOCK FUND 006 5,916,040 0.4833
009506000026 CDC - TRUSTEE NAFA MULTI ASSET FUND 006 266,391 0.0218
010108000022 CDC - TRUSTEE ASKARI ASSET ALLOCATION FUND 006 3,000 0.0002
010603000021 CDC - TRUSTEE APF-EQUITY SUB FUND 006 174,560 0.0143
010660000025 CDC - TRUSTEE JS PENSION SAVINGS FUND - EQUITY ACCOUNT 006 69,600 0.0057
010728000027 CDC - TRUSTEE HBL - STOCK FUND 006 2,472,800 0.2020
010918000024 MC FSL TRUSTEE JS - INCOME FUND 006 36,500 0.0030
011049000029 MC FSL - TRUSTEE JS GROWTH FUND 006 295,000 0.0241
011056000028 CDC - TRUSTEE HBL MULTI - ASSET FUND 006 71,800 0.0059
011262000023 CDC - TRUSTEE MCB PAKISTAN ASSET ALLOCATION FUND 006 1,727,100 0.1411
011809000026 CDC - TRUSTEE ALFALAH GHP STOCK FUND 006 1,012,800 0.0827
011924000022 CDC - TRUSTEE ALFALAH GHP ALPHA FUND 006 652,800 0.0533
012120000028 CDC - TRUSTEE NIT-EQUITY MARKET OPPORTUNITY FUND 006 2,212,602 0.1807
012195000021 CDC - TRUSTEE ABL STOCK FUND 006 2,777,900 0.2269
012310000025 CDC - TRUSTEE FIRST HABIB STOCK FUND 006 55,000 0.0045
012336000023 CDC - TRUSTEE LAKSON EQUITY FUND 006 909,650 0.0743
012625000027 CDC-TRUSTEE NAFA ASSET ALLOCATION FUND 006 487,603 0.0398
012880000027 CDC-TRUSTEE NAFA SAVINGS PLUS FUND - MT 006 92,200 0.0075
013367000029 CDC - TRUSTEE PICIC INCOME FUND - MT 006 4,700 0.0004
013607000028 CDC - TRUSTEE HBL EQUITY FUND 006 155,700 0.0127
013714000025 CDC - TRUSTEE HBL PF EQUITY SUB FUND 006 117,500 0.0096
013813000023 CDC - TRUSTEE ASKARI EQUITY FUND 006 16,500 0.0013
013862000028 CDC - TRUSTEE ALFALAH GHP INCOME FUND - MT 006 18,700 0.0015
013953000027 MCBFSL - TRUSTEE PAK OMAN ADVANTAGE ASSET ALLOCATION FUND 006 7,800 0.0006
014472000025 CDC - TRUSTEE UBL ASSET ALLOCATION FUND 006 298,800 0.0244
014514000028 CDC - TRUSTEE FIRST CAPITAL MUTUAL FUND 006 45,000 0.0037
014803000023 CDC - TRUSTEE FAYSAL SAVINGS GROWTH FUND - MT 006 7,700 0.0006
014902000021 CDC - TRUSTEE NATIONAL INVESTMENT (UNIT) TRUST 006 1,698,599 0.1388
015388000025 CDC - TRUSTEE ABL PENSION FUND - EQUITY SUB FUND 006 52,300 0.0043
016048000024 CDC - TRUSTEE FIRST HABIB INCOME FUND - MT 006 49,400 0.0040
016188000028 CDC-TRUSTEE NITPF EQUITY SUB-FUND 006 38,000 0.0031
016246000020 CDC - TRUSTEE NAFA INCOME FUND - MT 006 225,900 0.0185
016303000022 CDC - TRUSTEE ALFALAH GHP INCOME MULTIPLIER FUND - MT 006 1,300 0.0001
016360000026 MCBFSL TRUSTEE MCB PAKISTAN FREQUENT PAYOUT FUND 006 100,000 0.0082
016444000026 MC FSL TRUSTEE JS - INCOME FUND - MT 006 57,800 0.0047
016485000022 CDC - TRUSTEE FAYSAL MTS FUND - MT 006 133,600 0.0109
016535000024 CDC - TRUSTEE LAKSON TACTICAL FUND 006 180,498 0.0147
016634000022 CDC - TRUSTEE ALFALAH GHP SOVEREIGN FUND - MT 006 9,400 0.0008
016766000027 CDC - TRUSTEE UBL INCOME OPPORTUNITY FUND - MT 006 1,000 0.0001
017277000026 CDC - TRUSTEE FIRST HABIB ASSET ALLOCATION FUND 006 13,000 0.0011
017327000029 MCBFSL - TRUSTEE ALLIED CAPITAL PROTECTED FUND 006 12,000 0.0010
017442000025 CDC - TRUSTEE NAFA FINANCIAL SECTOR FUND 006 989,400 0.0808
017475000022 CDC - TRUSTEE ALFALAH CAPITAL PRESERVATION FUND II 006 59,500 0.0049
017483000021 CDC - TRUSTEE UBL FINANCIAL SECTOR FUND 006 242,800 0.0198
017541000022 CDC - TRUSTEE UBL DEDICATED EQUITY FUND 006 96,509 0.0079
017640000020 CDC - TRUSTEE ALLIED FINERGY FUND 006 352,000 0.0288

Folio No Name Code Balance Held Percentage
000000015653 B.R.R. GUARDIAN MODARABA 017 471 0.0000
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Pattern of Shareholding
As on December 31, 2018

<---- HAVING SHARES ---->

NO. OF SHAREHOLDERS From To SHARES HELD PERCENTAGE
4295 1 100 272166 0.0222
14068 101 500 6133105 0.5010
1228 501 1000 1035425 0.0846
1608 1001 5000 3932741 0.3213
413 5001 10000 3165540 0.2586
166 10001 15000 2111811 0.1725
o5 15001 20000 1712836 0.1399
73 20001 25000 1675490 0.1369
57 25001 30000 1602309 0.1309
37 30001 35000 1208683 0.0987
43 35001 40000 1644989 0.1344
29 40001 45000 1250948 0.1022
28 45001 50000 1365189 0.1115
27 50001 55000 1430689 0.1169
24 55001 60000 1392758 0.1138
11 60001 65000 685245 0.0560
15 65001 70000 1024290 0.0837
13 70001 75000 952164 0.0778
14 75001 80000 1101893 0.0900

3 80001 85000 251000 0.0205

9 85001 90000 792407 0.0647

4 90001 95000 367000 0.0300

21 95001 100000 2078835 0.1698
10 100001 105000 1021926 0.0835

4 105001 110000 425821 0.0348

7 110001 115000 782705 0.0639

7 115001 120000 825928 0.0675

6 120001 125000 735134 0.0601

4 125001 130000 511369 0.0418

3 130001 135000 398800 0.0326

5 135001 140000 691600 0.0565

3 140001 145000 427500 0.0349

10 145001 150000 1485500 0.1213
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Pattern of Shareholding
As on December 31, 2018

<---- HAVING SHARES ---->

NO. OF SHAREHOLDERS From To SHARES HELD PERCENTAGE
6 150001 155000 917642 0.0750
6 155001 160000 948057 0.0774
4 160001 165000 649737 0.0531
1 165001 170000 170000 0.0139
5 170001 175000 866254 0.0708
2 175001 180000 353200 0.0289
3 180001 185000 545298 0.0445
6 185001 190000 1134600 0.0927
3 190001 195000 580588 0.0474
5 195001 200000 992300 0.0811
6 200001 205000 1214303 0.0992
2 205001 210000 417200 0.0341
2 210001 215000 426394 0.0348
1 215001 220000 219110 0.0179
2 220001 225000 442639 0.0362
4 225001 230000 907600 0.0741
1 230001 235000 234000 0.0191
2 235001 240000 476415 0.0389
3 240001 245000 731348 0.0597
4 245001 250000 996500 0.0814
2 250001 255000 503200 0.0411
4 255001 260000 1031400 0.0843
1 260001 265000 260100 0.0212
2 265001 270000 532991 0.0435
2 270001 275000 545789 0.0446
1 275001 280000 275800 0.0225
1 280001 285000 282300 0.0231
1 285001 290000 289100 0.0236
1 290001 295000 295000 0.0241
2 295001 300000 594000 0.0485
1 305001 310000 308500 0.0252
1 310001 315000 312700 0.0255
2 320001 325000 647400 0.0529
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Pattern of Shareholding

As on December 31, 2018

<---- HAVING SHARES ---->

NO. OF SHAREHOLDERS From To SHARES HELD PERCENTAGE
2 325001 330000 658800 0.0538
3 335001 340000 1011256 0.0826
1 340001 345000 344600 0.0281
1 345001 350000 348300 0.0285
2 350001 355000 705700 0.0576
2 355001 360000 715300 0.0584
3 360001 365000 1092390 0.0892
1 365001 370000 366600 0.0299
2 370001 375000 745500 0.0609
2 375001 380000 755990 0.0618
1 390001 395000 394000 0.0322
3 395001 400000 1199660 0.0980
1 400001 405000 403000 0.0329
1 405001 410000 408800 0.0334
1 410001 415000 410127 0.0335
1 415001 420000 418962 0.0342
2 420001 425000 844100 0.0690
1 425001 430000 429900 0.0351
3 430001 435000 1299900 0.1062
1 440001 445000 442600 0.0362
2 460001 465000 924843 0.0755
1 470001 475000 471200 0.0385
1 480001 485000 484700 0.0396
4 485001 490000 1949103 0.1592
1 490001 495000 494300 0.0404
2 510001 515000 1024843 0.0837
1 515001 520000 518100 0.0423
1 520001 525000 525000 0.0429
1 530001 535000 534000 0.0436
1 535001 540000 535400 0.0437
1 540001 545000 540600 0.0442
1 545001 550000 550000 0.0449
1 555001 560000 556245 0.0454
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Pattern of Shareholding
As on December 31, 2018

<---- HAVING SHARES ---->

NO. OF SHAREHOLDERS From To SHARES HELD PERCENTAGE
1 560001 565000 565000 0.0462
2 575001 580000 1157058 0.0945
1 590001 595000 593000 0.0484
2 595001 600000 1200000 0.0980
1 610001 615000 610100 0.0498
2 630001 635000 1262600 0.1031
1 635001 640000 635300 0.0519
2 650001 655000 1304705 0.1066
2 655001 660000 1316750 0.1076
2 660001 665000 1324000 0.1082
1 675001 680000 679140 0.0555
1 680001 685000 681830 0.0557
1 690001 695000 690100 0.0564
2 695001 700000 1400000 0.1144
2 705001 710000 1416496 0.1157
1 720001 725000 722915 0.0591
2 725001 730000 1458036 0.1191
3 745001 750000 2249900 0.1838
1 750001 755000 753900 0.0616
3 755001 760000 2276799 0.1860
1 810001 815000 811000 0.0662
2 815001 820000 1638463 0.1338
1 830001 835000 832100 0.0680
1 895001 900000 900000 0.0735
1 905001 910000 909650 0.0743
1 915001 920000 916500 0.0749
1 920001 925000 924500 0.0755
2 925001 930000 1856500 0.1517
2 945001 950000 1896900 0.1550
1 950001 955000 950200 0.0776
1 975001 980000 975400 0.0797
2 985001 990000 1978100 0.1616
1 990001 995000 990283 0.0809
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Pattern of Shareholding

As on December 31, 2018

<---- HAVING SHARES ---->

NO. OF SHAREHOLDERS From To SHARES HELD PERCENTAGE
1 995001 1000000 1000000 0.0817
2 1000001 1005000 2000801 0.1634
1 1010001 1015000 1012800 0.0827
1 1025001 1030000 1028100 0.0840
1 1040001 1045000 1040800 0.0850
1 1045001 1050000 1050000 0.0858
1 1055001 1060000 1058336 0.0865
1 1070001 1075000 1074863 0.0878
1 1075001 1080000 1075600 0.0879
2 1125001 1130000 2258800 0.1845
1 1145001 1150000 1150000 0.0939
2 1180001 1185000 2361800 0.1929
3 1195001 1200000 3591992 0.2934
1 1245001 1250000 1250000 0.1021
1 1270001 1275000 1270500 0.1038
1 1300001 1305000 1303900 0.1065
1 1310001 1315000 1314200 0.1074
1 1365001 1370000 1367474 0.1117
1 1455001 1460000 1455640 0.1189
1 1510001 1515000 1510015 0.1233
1 1515001 1520000 1520000 0.1242
1 1595001 1600000 1596199 0.1304
1 1605001 1610000 1605100 0.1311
1 1610001 1615000 1613325 0.1318
1 1645001 1650000 1649700 0.1348
1 1650001 1655000 1655000 0.1352
1 1690001 1695000 1691164 0.1381
1 1695001 1700000 1698599 0.1388
1 1725001 1730000 1727100 0.1411
1 1790001 1795000 1792700 0.1464
1 1825001 1830000 1825300 0.1491
1 1865001 1870000 1865787 0.1524
1 1880001 1885000 1884573 0.1539
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Pattern of Shareholding

As on December 31, 2018

<---- HAVING SHARES ---->

NO. OF SHAREHOLDERS From To SHARES HELD PERCENTAGE
1 1935001 1940000 1936000 0.1581
3 1995001 2000000 6000000 0.4901
1 2000001 2005000 2003678 0.1637
1 2045001 2050000 2048300 0.1673
1 2060001 2065000 2062700 0.1685
1 2095001 2100000 2099100 0.1715
1 2135001 2140000 2135190 0.1744
1 2195001 2200000 2200000 0.1797
1 2205001 2210000 2210000 0.1805
1 2210001 2215000 2212602 0.1807
1 2345001 2350000 2348870 0.1919
1 2355001 2360000 2357800 0.1926
1 2390001 2395000 2394492 0.1956
1 2445001 2450000 2448940 0.2000
1 2470001 2475000 2472800 0.2020
1 2495001 2500000 2500000 0.2042
1 2510001 2515000 2512900 0.2053
1 2545001 2550000 2548300 0.2082
1 2555001 2560000 2560000 0.2091
1 2585001 2590000 2587500 0.2114
1 2665001 2670000 2668800 0.2180
1 2680001 2685000 2684000 0.2192
1 2775001 2780000 2777900 0.2269
1 3075001 3080000 3078107 0.2514
1 3315001 3320000 3316763 0.2709
1 3340001 3345000 3343891 0.2732
1 3405001 3410000 3406500 0.2783
1 4060001 4065000 4062900 0.3319
1 4300001 4305000 4302900 0.3515
1 4355001 4360000 4357400 0.3559
1 4530001 4535000 4534000 0.3704
1 4560001 4565000 4564900 0.3729
1 4575001 4580000 4579500 0.3741
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Pattern of Shareholding
As on December 31, 2018

<---- HAVING SHARES ---->

NO. OF SHAREHOLDERS From To SHARES HELD PERCENTAGE
1 5670001 5675000 5670800 0.4632
1 5850001 5855000 5850600 0.4779
1 5910001 5915000 5910301 0.4828
1 5915001 5920000 5916040 0.4833
1 5995001 6000000 5999900 0.4901
1 6030001 6035000 6034506 0.4929
1 6060001 6065000 6064800 0.4954
1 6180001 6185000 6183526 0.5051
1 6530001 6535000 6532400 0.5336
1 6780001 6785000 6783900 0.5542
1 7120001 7125000 7122300 0.5818
1 7205001 7210000 7209131 0.5889
1 8085001 8090000 8087400 0.6606
1 8835001 8840000 8836200 0.7218
1 9895001 9900000 9896699 0.8084
1 9915001 9920000 9915833 0.8100
1 12440001 12445000 12442568 1.0164
1 12550001 12555000 12553135 1.0254
1 28000001 28005000 28004700 2.2876
1 30425001 30430000 30429677 2.4857
1 31160001 31165000 31163426 2.5457
1 93645001 93650000 93649744 7.6500
1 631725001 631730000 631728895 51.6043

29627 Company Total 1224179687 100.0000
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Shares Trading (Sale/Purchase) by Directors, Executives of UBL*
and their Spouses and Minor Children

During the 01-01-2018 TO 31-12-2018

NAME No. of Shares Sale / Purchase
SYED MOAZZAM HAIDER 10,000 SALE
SYED ARSHAD ALI 10,000 SALE
MUHAMMAD NAEEM JAVAID 300 PURCHASE
SYED NAVEED UL ZAFAR 2,300 PURCHASE
SYED NAVEED UL ZAFAR 2,300 SALE
AHSAN MARCHANT 1,000 PURCHASE
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Notice of 60" Annual General Meeting of United Bank Limited

Notice is hereby given that the 60" Annual General Meeting (“AGM”) of the Shareholders of United
Bank Limited (the “Bank” or “UBL”) will be held on Thursday, 28 March 2019 at 09:30 a.m. at Islamabad
Marriott Hotel, Islamabad to transact the following business:

Ordinary Business:

1. To confirm the minutes of the 59" Annual General Meeting held on 31 March 2018.

2. To receive, consider and, if thought fit, adopt the Annual Audited Financial Statements
(consolidated and unconsolidated), Statement of Compliance with Listed Companies (Code of
Corporate Governance) Regulations, 2017 of the Bank for the year ended 31 December 2018
together with the Directors’ Report and Auditors’ Reports thereon.

3. To consider and, if thought fit, approve and declare as recommended by the Board of Directors,
final cash dividend at the rate of Rs. 3/- per share i.e. 30%, in addition to 80% interim dividend
already declared/paid for the year ended 31 December 2018.

4. To consider and, if thought fit, appoint single External Auditors to hold office from this AGM till the
conclusion of the next AGM of the Bank and to fix their remuneration. The retiring External Auditors
namely, M/s. A.F. Ferguson & Company, Chartered Accountants have consented to be so
appointed and the Board of Directors has recommended its appointment.

Special Business:

5. To consider and, if thought fit, approve/ratify the revision of the amount of remuneration paid/to be
paid to the Non-Executive Directors of the Bank for attending the Board and/or Committees
meetings and in that connection to pass the following resolutions, as ordinary resolutions, with or
without modification, addition or deletion:

“RESOLVED that USD 12,500/- will be paid to each Non-Executive Member of the Board of
Directors of UBL including Chairman upon their attending per set of meetings which includes Board
meeting and / or Committee(s) meeting(s), as well as meetings of Special Committees of the Board,
provided all the meetings are held consecutively before or after the regular Board meeting.

FURTHER RESOLVED that if a meeting of some Special Committee of the Board is held at a place
and time other than the regular Board meeting, then a fee of USD 5,000/- will be paid separately to
each member of the Special Committee upon their attending the meeting.

AND FURTHER RESOLVED that the following Daily Allowance will be paid to each Non-Executive
Member of the Board of Directors of UBL including Chairman upon their attending per set of
meetings which includes Board meeting and / or Committee(s) meeting(s), as well as meetings of
Special Committees of the Board:

A. Where UBL makes boarding and lodging arrangements in respect of the above meetings:
i. If meeting is held in Pakistan: PKR 5,000/- per day per person for maximum 03 days
ii. If meeting is held outside Pakistan: USD 250/- per day per person for maximum 03 days

B. Where Directors make their own boarding and lodging arrangements in respect of the above
meetings:
i If meeting is held in Pakistan: PKR 10,000/- per day per person for maximum 03 days
ii. If meeting is held outside Pakistan: USD 750/- per day per person for maximum 03 days
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Notice of 60" Annual General Meeting of United Bank Limited

AND FURTHER RESOLVED that the travelling expenses in respect of per set of meetings which
includes Board meeting and / or Committee(s) meeting(s) will be borne by the Bank in Business
Class of any airline for each Non-Executive Member of the Board of Directors including Chairman
for their attending the above meetings.

AND FURTHER RESOLVED that the remuneration paid to the Non-Executive Directors of UBL
including the Chairman during the year 2018, for attending the Board and / or Committees meetings
as disclosed in the Note 41 of the Audited Financial Statements of the Bank for the year ended 31
December 2018, be and is hereby confirmed and approved on post facto basis.”

6. To consider and, if thought fit, approve transaction of asset and liability sale of UBL Bank
(Tanzania) Limited to EXIM Bank Tanzania Limited, as approved and recommended by the Board
of Directors of UBL, and pass the following resolutions, as special resolutions, with or without
modification, addition or deletion:

“RESOLVED that the binding Letter of Intent received from EXIM Bank Tanzania Limited for an
asset and liability sale of UBL Bank (Tanzania) Limited for TZs 9.1B (equal to $3.96m) be and is
hereby accepted. (The said price is subject to adjustment on the closing date of the transaction)

FURTHER RESOLVED that the Board of Directors of UBL be and are hereby authorized to
complete all the related regulatory, legal and other formalities of this transaction and to further
authorize person(s) to deal and negotiate, execute and implement the transaction with the
party(ies) involved.

AND FURTHER RESOLVED that the Board of Directors be and are hereby authorized to initiate

and complete the process for the winding up of UBL Bank (Tanzania) Limited subsequent to the
consummation of this transaction.”

7. To transact any other business with the permission of the Chairman.
(Attached to this Notice is a Statement of Material Facts covering the above mentioned Special
Business, as required under Section 134(3) of the Companies Act, 2017 and Statement of Material

Facts covering the sale of the assets and liabilities of UBL Bank (Tanzania) Limited as required under
S.R.0. 423 (1)/2018 dated 3 April 2018)

By order of the Board
Aqgeel Ahmed Nasir

Company Secretary &
Chief Legal Counsel

Karachi, 07 March 2019
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Notice of 60" Annual General Meeting of United Bank Limited

Notes:

1. The Share Transfer Books of the Bank shall remain closed from 20 March 2019 to 28 March 2019
(both days inclusive). Transfers received at M/s. THK Associates (Pvt.) Limited, 1st Floor, 40-C,
Block-6, P.E.C.H.S, Karachi-75400, the Registrar and Share Transfer Agent of the Bank, by the
close of the business on 19 March 2019 will be treated in time for the purpose of the above
entitlement.

2. A member entitled to attend and vote at this AGM is entitled to appoint a person as a proxy to
attend and vote for and on his/her behalf. A proxy need not be a member. The instrument
appointing a proxy and the power of attorney/board resolution or other authority (if any) under which
it is signed or a notarized certified copy of the power or authority shall be deposited at the office of
M/s. THK Associates (Pvt.) Limited, 1st Floor, 40-C, Block-6, P.E.C.H.S, Karachi-75400, the
Registrar and Share Transfer Agent of the Bank, not later than forty eight (48) hours before the time
of holding the AGM, and must be duly stamped, signed and witnessed.

3. The CDC Account Holders and Sub-account Holders, whose registration details are available in the
Share Book Details Report, shall be required to produce their respective original Computerized
National Identity Card (CNIC) or original Passport at the time of attending the Annual General
Meeting to facilitate identification. Such Account Holders and Sub-Account Holders should also
bring / know their respective participation I.D. No. and the CDC Account No. and in case of proxy,
he/she must enclose an attested copy of his/her CNIC or Passport. Representative(s) of corporate
member(s) should bring attested copy of Board Resolution / Power of Attorney and/ or all such
documents that are required for such purpose under Circular No.1 dated 26" January 2000 issued
by the Securities and Exchange Commission of Pakistan (“SECP”).

4. Members are requested to timely notify any change in their addresses and provide copies of their
CNIC /NTN (if not provided earlier) to Bank’s Registrar / Share Transfer Agent, M/s. THK
Associates (Pvt.) Limited, 1st Floor, 40-C, Block-6, P.E.C.H.S, Karachi-75400.

5. Deduction of Withholding Tax on the Amount of Dividend:

As per the provisions of Section 150 of the Income Tax Ordinance, 2001 (“Ordinance”), different
rates are prescribed for deduction of withholding tax on the amount of dividend paid by the
companies. The current withholding tax rates are as under:

(a) For filers of income tax returns: 15.00%
(b) For non-filers of income tax returns: 20.00%

To enable the Bank to make tax deduction on the amount of cash dividend @ 15.00% instead of
20.00%, all the shareholders whose names are not entered into the Active Taxpayers List (ATL)
provided on the website of the Federal Board of Revenue (“FBR”), despite the fact that they are
filers, are advised to make sure that their names are entered into ATL before the date of issuance
of Dividend Warrants, otherwise tax on their cash dividend will be deducted @ 20.00%.

The corporate shareholders having CDC account are required to have their National Tax Number
(NTN) updated with their respective participants, whereas corporate physical shareholders should
send a copy of their NTN certificates to the Bank or Bank’s Share Registrar and Share Transfer
Agent, M/s. THK Associates (Pvt.) Limited. The shareholders while sending NTN or NTN
certificates, as the case may be, must quote company name and their respective Folio numbers.
Without the NTN, the Bank would not be in a position to check filer status on the Active Taxpayers
List and hence higher tax of 20% may be applied in such cases.

As per FBR’s clarification letters C.No. 1(29) WHT/2006 dated June 30, 2010 and C.No.1(43)
DG(WHT)/2008-Vol-11.664 17-R dated May 12, 2015, a valid Exemption Certificate under Section
159 of the Ordinance is mandatory to claim exemption of withholding tax under Clause 47(B) of
Part-1V of Second Schedule to the Ordinance. Those who fall in the category mentioned in above
Clause must provide valid Tax Exemption Certificate to our Registrar and Share Transfer Agent,
otherwise tax will be deducted on dividend amount as per rates prescribed in Section 150 of the
Ordinance.
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For shareholders holding their shares jointly as per the clarification issued by the FBR, withholding
tax will be determined separately on “Filer / Non-Filer” status of principal shareholder as well as
joint-holder(s) based on their shareholding proportions. Therefore, all shareholders who hold shares
jointly are required to provide shareholding proportions of principal shareholder and Joint-holder(s)
in respect of shares held by them to the Registrar and Share Transfer Agent in writing as follows:

Folio / Total Principal Shareholder Joint Shareholder(s)
CDC shares Name and CNIC Shareholding Name and CNIC | Shareholding
Account No. Proportion No. Proportion
No. (No. of Shares) (No. of
Shares)

The required information must reach the Bank’s Share Registrar and the Share Transfer Agent
within ten (10) days of this Notice, otherwise it will be assumed that the shares are equally held by
Principal shareholder and Joint Holder(s).

For any query/difficulty/information, the members may contact the Bank’'s Share Registrar and
Share Transfer Agent, at the following address, phone/fax numbers or e-mail address:

THK Associates (Pvt.) Limited
Head Office, 1st Floor, 40-C,
Block-6, P.E.C.H.S, Karachi-75400.
UAN: 021-111-000-322.

Direct: 021- 34168270

Fax: 021- 34168271

Email: secretariat@thk.com.pk
Web: www.thk.com.pk

6. Urgent Provision of Valid CNIC Copy (Mandatory)

CNIC numbers of shareholders are mandatorily required for dividend distribution. Shareholders are
therefore requested to submit a copy of their CNIC (if not already provided) to the Bank’s Share
Registrar and Share Transfer Agent within ten (10) days of the date of this Notice. In case of
nonreceipt of the copy of a valid CNIC, the company would be unable to comply with SRO
831(1)/2012 dated July 05, 2012 of SECP and therefore will be constrained to withhold the payment
of dividend of such shareholders. The shareholders while sending CNIC must quote their respective
folio number and name of the Company.

7. Submission of Bank Mandate with International Bank Account Number (IBAN) for payment of Cash
Dividend Electronically into the Bank Accounts of the Shareholders (Mandatory Requirement)

Under the provisions of Section 242 of the Companies Act, 2017 and the Companies (Distribution
of Dividends) Regulations, 2017, it is mandatory for a listed Company to pay cash dividend to its
shareholders only through electronic mode directly into bank account designated by the entitled
shareholders.

Shareholders who have not yet submitted their International Bank Account Number (IBAN) are
requested tofill in Electronic Credit Mandate Form available on Company’s website and send it duly
signed along with a copy of CNIC to the Share Registrar and Share Transfer Agent of the Bank,
THK Associates (Pvt.) Limited, 1st Floor, 40-C, Block-6, P.E.C.H.S, Karachi, Pakistan in case of
physical shares. In case shares are held in CDC then Electronic Credit Mandate Form must be
submitted directly to shareholder’s broker/participant/CDC account services.
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In this regard UBL has sent letters to its shareholders. Besides, the Bank has published notices in
newspapers requesting the shareholder to provide IBAN.

The link to get the Electronic Credit Mandate Form is as under:

http://www.ubldirect.com/Corporate/InvestorRelations/Bank Mandate Form for e-dividend.aspx

8. Consent for Video Link Facility:

Members can attend and participate in the AGM through video-link. The Bank will provide the
facility of video-link on demand of members residing in a city, collectively holding 10% or more
shareholding in the Bank. Members who wish to avail this facility are requested to fill the below
Video Link Form and submit it to the Company at its registered office at least seven (7) days prior to
date of the AGM.

The Bank will intimate members regarding venue of video-link facility at least five (5) days before
the date of the AGM along with complete information necessary to enable them to access such

facility.

Video-Link Form
I/We, of , being a
member of United Bank Limited, holder of Ordinary Share(s) as
per Register Folio No./CDC Account No. hereby opt for video-link facility at

(Name of City)

Signature of the Member

9. Placement of Financial Statements on Website:

The financial statements of the Bank for the year ended December 31, 2018 along with reports
have been placed on the website of the Bank:
http://www.ubldirect.com/Corporate/InvestorRelations/FinancialStatement.aspx.
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Statement of Material Facts Under Section 134(3) of the
Companies Act, 2017, concerning to the Special Business:

This statement sets out the material facts pertaining to the special business to be transacted at the
Annual General Meeting of United Bank Limited (‘UBL”) to be held on March 28, 2019.

Item No. 5: REMUNERATION OF THE NON-EXECUTIVE DIRECTORS OF UBL

As required under SBP Prudential Regulation G-1, total amount of remuneration paid/payable to the
non-executive directors including the Chairman for attending the Board meetings and/or Committees
meetings is submitted, to the shareholders for approval / ratification

Item No. 6: ASSET AND LIABILITY SALE OF UBL BANK (TANZANIA) LIMITED

UBL Bank (Tanzania) Limited (UBTL) is a wholly owned subsidiary of United Bank Limited (UBL). UBL
and UBTL have entered into a Letter of Intent (LOI) with EXIM Bank Tanzania Limited (EXIM) for the
sale of the undertaking of UBTL as an asset/liabilities sale, subject to all applicable corporate
compliances and the regulatory approvals at both places i.e. Pakistan and Tanzania.

The entity of UBTL and its banking license will remain intact for the time being. Upon the disposal of all
assets and liabilities of UBTL, the winding up process will be initiated under the laws of Tanzania.

This decision is a part of UBL’s strategy for global repositioning and realignment based on purely
commercial considerations.

Material Facts covering the sale of the assets and liabilities of UBL Bank (Tanzania) Limited as required
under S.R.0. 423 (1)/2018 dated 3 April 2018 are as under:

i Name of the subsidiary: UBL Bank (Tanzania) Limited
ii. Cost and book value of investment in As at 31 December 2018
subsidiary: Cost: PKR 1,831 million
Net book value: PKR 948 million
iii. Total market value of subsidiary based on Not Applicable (The entity is unlisted)
value of the shares of the subsidiary
company:
iv. Value determined by a registered valuer UBL has written to SECP regarding this
and name of the registered valuer: requirement
V. Net worth of subsidiary as per latest 31 December 2017 — audited financial
audited financial statements and statements: TZs 15,717 million
subsequent interim financial statements, if | 31 December 2018 - Interim unaudited
available: financial statements: TZs 21,511 million
Vi. Total consideration for disposal of TZs 9,107 million based on adjusted balance
investment in subsidiary, basis of sheet value of assets and liabilities.
determination of the consideration and its
utilization: This will be utilized to pay for any winding up
expenses and residual amounts to be
repatriated back to Pakistan.
Vii. Quantitative and qualitative benefits The Directors believe the proposed sale is in
expected to accrue to the members: the best interest of the company as it will
facilitate an expedited winding up of the loss
making subsidiary.
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Form of Proxy
60th Annual General Meeting of United Bank Limited

I/We, of being a member of United Bank Limited
(“UBL”) and holder of ordinary shares as per Share Register Folio No. and / or
CDC Participation 1.D  No. and Account No. hereby appoint
of or failing him

of as my/our proxy to vote for me/us and on my/our

behalf at the 60" Annual General Meeting of UBL scheduled to be held on Thursday, 28 March 2019 at 9:30 a.m at
Islamabad Marriot Hotel, Islamabad and at any adjournment thereof.

Signed this day of 2019.

Witness 1:
Signature:

Name:
CNIC No. or Passport No:
Address:

Witness 2:
Signature:

Name: (Signature should agree

CNIC No. or Passport No: with the specimen signature
registered with the Registrar)
Address:

NOTE:

A. General:

1. A member entitled to attend and vote at a General Meeting is entitled to appoint a person as proxy to attend and vote instead of him/her.

2. The instrument appointing a proxy should be signed by the member or his/her attorney duly authorized in writing. If the member is a
corporation (other than Government of Pakistan), its common seal should be affixed on the instrument.

3. The instrument appointing a proxy, together with Power of Attorney, if any, under which it is signed or a notarially certified copy thereof, should
be deposited, with our Registrar/ Share Transfer Agents, M/s. THK Associates (Pvt.) Limited, 1 Floor, 40-C, Block-6, P.E.C.H.S Karachi
not less than 48 hours before the time of holding the meeting.

4. If a member appoints more than one proxy, and more than one instrument of proxy are deposited by a member with the Registrar, all such
instruments of proxy shall be rendered invalid.

5.  Applicable stamp duty shall be paid/affixed on the proxy form in accordance with the place of execution.

For CDC Account Holders:

The proxy form shall be witnessed by two persons whose names, addresses and CNIC / Passport No. shall be mentioned on the form.
Attested copies of CNIC or the Passport of the beneficial owners of the proxy shall be furnished with the proxy form.

The proxy shall produce his/her original CNIC or original Passport at the time of the meeting.
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Registrar

M/s. THK Associates (Pvt.) Limited,
1st Floor 40-C, Block-6, P.E.C.H.S,
Karachi-75400,

Pakistan.
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where you come first

UNITED BANK LIMITED

UBL Head Office

I.I. Chundrigar Road,
Karachi - 74000, Pakistan.
UAN: 111-825-888

Website: www.ubldirect.com
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