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CORPORATE INFORMATION

Board of Directors

Mr. Sultan Ali Allana Chairman
Mr. Shaffiq Dharamshi Director
Mr. Moez Ahamed Jamal Director
Mr. Salim Raza Director
Dr. Najeeb Samie Director
Mr. Khaleel Ahmed Director
Ms. Saba Kamal Director
Mr. Muhammad Aurangzeb President & CEO
Board Committees

Board Audit Committee

Mr. Khaleel Ahmed Chairman
Dr. Najeeb Samie Member
Mr. Moez Ahamed Jamal Member
Mr. Muhammad Farhanullah Khan Secretary

Board Compliance and Conduct Committee

Mr. Moez Ahamed Jamal Chairman
Mr. Shaffiq Dharamshi Member
Mr. Khaleel Ahmed Member
Mr. Armughan Ahmed Kausar Secretary

Board Development Finance Committee

Mr. Salim Raza Chairman
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Ms. Saba Kamal Member
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Mr. Shaffiq Dharamshi Member
Mr. Jamal Nasir Secretary
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Ms. Saba Kamal Chairperson
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Mr. Salim Raza Member
Mr. Sagheer Mufti Secretary

Board Risk Management Committee

Mr. Salim Raza Chairman
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Mr. Muhammad Aurangzeb Member
Mr. Tariq Masaud Secretary
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Mr. Salim Raza Chairman
Mr. Moez Ahamed Jamal Member
Mr. Shaffiq Dharamshi Member
Dr. Najeeb Samie Member
Mr. Uzman Naveed Chaudhary Secretary
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Mr. Sultan Ali Allana Chairman
Mr. Moez Ahamed Jamal Member
Dr. Najeeb Samie Member
Ms. Saba Kamal Member
Mr. Muhammad Aurangzeb Member
Mr. Naeem Bashir Ahmad Secretary

Chief Operating Officer
Mr. Sagheer Mufti

Chief Financial Officer

Mr. Rayomond Kotwal

Company Secretary
Mr. Uzman Naveed Chaudhary

Legal Advisors
Mandviwalla and Zafar
Legal Consultants and Advocates

Auditors
KPMG Taseer Hadi & Co
Chartered Accountants

Share Registrar

CDC Share Registrar Services Limited
CDC House, 99 - B, Block ‘B’,
S.M.C.H.S., Main Shahra-e-Faisal
Karachi — 74400, Pakistan

Tel: Customer Support Services

(Toll Free) 0800-CDCPL (23275)

Fax: (92-21) 34326053

Email: info@cdcsrsl.com

Website: www.cdcsrsl.com

HBL Corporate Secretariat
Phone: (92-21) 37137543
Fax: (92-21) 35148370

Principal Office

Habib Bank Limited

HBL Tower, Plot No. G-4,

KDA Scheme 5, Block 7 Clifton,
Karachi, Pakistan

Phone: (92-21) 33116030

Registered Office

Habib Bank Limited

9th Floor, Habib Bank Tower,

Jinnah Avenue, Blue Area, Islamabad, Pakistan
Phone: (92-51) 2270856, (92-51) 2821183

Fax: (92-51) 2872205

Corporate Website

www.hbl.com

Internet Banking
www.hbl.com/personal/digital-banking/hbl-internetbanking

Konnect
www.hbl.com/konnect

€ hblbank | [ HBLPak



MANAGEMENT

Muhammad Nassir Salim
Head Branch & Islamic Banking

Adnan Pasha Siddiqui : « & &
Chief of Staff L
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Regional General.Manager China & Singapore
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VISION

Enabling people to
advance with confidence
and success.

-

fifi

MISSION

To make our customers
prosper, our staff excel
and create value for
stakeholders.
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VALUES

Our values are the fundamental principles that define
our culture and are brought to life in our attitudes and
behaviour. It is our values that make us unique.

INTEGRITY - Be Ethical and Fair

We honour our commitments and do what is right

We are fair, respectful and honest at all times

We are ethical in our decisions and interactions

We take responsibility for our actions

We are prudent and responsible with the assets entrusted to HBL

CUSTOMER CENTRIC - Deliver Great Experiences

We value our clients and develop products and services around their needs
We provide exceptional service to all we serve

We understand and respect our customers

We deliver solutions that add value to our customers' lives

We consider the impact of our policies and decisions on our customers

We are fully transparent with our customers

VALUE PEOPLE - Respect, Empower, Appreciate

We treat our people equitably and make decisions on merit

We invest in people and provide opportunities for learning and growth
We empower people to do what is needed for success

We provide a positive and collaborative work environment

We celebrate our successes and recognise people for their contributions
We encourage and embrace diversity

PROGRESSIVE - Innovate and Challenge

We challenge our thinking to raise the bar

We encourage our team members to question the status quo

We innovate and adapt to change

We positively impact and serve the communities in which we live

EXCELLENCE - Be Your Best

We lead in our industry

We take ownership of what we do

We relentlessly pursue quality without compromise

We consistently adhere to measurable standards and look for ways to exceed them
We benchmark against the best

HBL ANNUAL REPORT 2022 | 07




6-POINT BUSINESS AGENDA

Relentless focus on
customer experience

+ Change mindsets and embed
Customer Centricity into the DNA
of the organization

* Accelerate service journey
towards our ambition of
‘Delighting our customers’

« Serve customers through
‘Technology, with a human touch’

08 ‘ HBL ANNUAL REPORT 2022

+ Leadership Matters - Build
enterprise-wide leadership
capabilities

« Attract, develop, retain
top-quality talent, and enhance
bench strength through
succession planning

* Culture change through
embedding values-based
behaviours across the
organization

« Drive synergies through
cross-functional teamwork

« Continue focus on gender and
differently-enabled diversity

Making Innovation
the Driving Force

+ Imagine, rethink, and predict
evolving customer needs

* Increase speed of delivery by
simplifying, digitizing, and
enabling straight through
processing

* Free up human resources for
value-addition by using Al for
routine, repetitive, tasks

* Proactively reinvent to improve
solution delivery as we transform
into a ‘Technology Company with
a Banking License’

« Think Again - Continuous process
improvement as ‘good is never
good enough’




Embedding Risk,
Compliance, and Control
in our Business Principles

+ Embed a compliance & controls
culture in the organization covering
an enterprise-wide risk spectrum

« Implement rigorous self-testing
through an Integrated Risk &
Controls Repository

* Proactively manage regulatory
risks through a robust Compliance
Risk Management framework

« Strengthen third-line supervision
to provide assurance of an effective
risk management framework

+ Augment our 3 Lines of Defence
across all disciplines to continue
‘doing first-class business in a
first-class way’

Commitment to deliver
on P&L

« Sustainable revenue growth on
the back of top league-table
positions

« Strict cost discipline including cost
initiatives

+ Optimise balance sheet and
capital deployment, enhance
cross-sell and business reciprocity

+ Maintain high portfolio quality to
deliver commensurate
risk-adjusted returns

Giving back to the Country
and the Communities that
we serve

+ Play a key role in nation-building
through public-private partnership
initiatives

* Be the thought leader on
technology-driven financial
inclusion

* Relentlessly focus on our goal of
‘Net Zero by 2030’

* Provide committed philanthropic
funding for social development
and emergency relief

« Encourage employee volunteerism

* Be acknowledged as the leading
firm in ESG and Sustainability
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CORPORATE SUSTAINABILITY

Corporate Sustainability for HBL involves integrating sustainable practices and principles into our
operations, strategies, and decision-making processes. We recognise the unique role we can play as a bank
in promoting sustainability, due to our ability to direct capital and investment towards more sustainable
and socially responsible initiatives.

To fulfil its Corporate Social Responsibility, HBL has devised a pathway to set sustainability targets that
align with the United Nations Sustainable Development Goals (SDGs). The SDGs provide a powerful
aspiration and a blueprint for peace and prosperity, for people and our planet and further a call to action
in cultivating partnerships and striving towards a sustainable world. These targets include reducing carbon
emissions, increasing investments in sustainable projects, promoting sustainable finance and investment
practices, increasing access of financial services for the masses, dedicating 1.5% of our Profit after taxes to
Healthcare, Education and Community Development interventions across the Country.

From 2021, HBL has initiated a separate publication of its Impact & Sustainability Report annually and
has made the same available on its website, on the following link: https://www.hbl.com/sustainability.
Whilst a detailed review of HBL's activities to contribute towards the SDGs will form part of our
forthcoming Impact & Sustainability report, a synopsis is provided herein below.

Gender Equality

« HBL is declared as Pakistan’s Most Inclusive Company of the Year 2022, winning 15
awards based on the Global Diversity, Equity and Inclusion Benchmark (GDEIB)
Assessment 2022. HBL established a mandate to drive the DEl agenda and include it
within its processes with respect to: hiring, career development for females, retention,
female friendly policies and platforms and has its ‘Leadership Team’ have a strong
mandate to implement the gender diversity mandate in their KPIs. HR policies have also
been revised to support this agenda and position HBL as the ‘Employer of Choice’ for
females all over Pakistan at every level with females being 22% of the labour force.

« Gender-based violence and harassment is condemned at HBL, for which Code of Ethics
and Business Conduct Awareness Sessions are held across various functions of the Bank
including domestic and international locations to instill values of respect at workplace.
In case of an incidence, the guidance for law and recourse available was provided in a
session in alliance with Federal Ombudsperson Secretariat for Protection Against
Harassment (FOSPAH), titled “Women at Workplace”.

+ Gender diversification in digital and innovative opportunities is practiced under the HBL
Konnect ambit with an 81% increase of women Konnect Agents in 2022, the highest
increase being in Northern Pakistan. Female agents are introduced at KE bill collection
centres and Konnect retail shops.

« For Financial Inclusion of women, HBL Nisa provides subsidized rates of banking
services to open women savings account along with financial literacy awareness sessions
mostly in the low-income strata, which is also assisted by HBL Asaan Account thereby
providing them with access to banking.

HBL ANNUAL REPORT 2022



« HBL has a strong Disability Inclusion Agenda driven by the inclusion framework. It
includes an annual internship programme, partnership with multiple disability expert
organisations, assistive device grant facility and sign language interpreter facility for the
support of PWDs.

Clean Water and Sanitation

+ The recent floods of 2022 severely exacerbated the problem of access to safe drinking
water in Sindh and Balochistan. HBL approved a grant of PKR 10 million through HBL
Foundation for procurement and distribution of 2,500 water filtration kits for flood
affected families. These kits are able to treat and purify stagnant, filthy water and
provide 10,000 glasses of water every day with a flow rate of 60 litres per hour.

Affordable and Clean Energy

« HBL's Green Taxonomy is a tool to facilitate directing flows of capital to green projects
that would make a substantial contribution to environmental sustainability. A
taxonomy-based Green Loan Management Framework was established to track HBL's
performance in supporting green transition in national and regional economy and to
identify Green Lending Activities.

+ HBL participated in funding of over 70 projects to facilitate affordable and clean energy.
Two wind and one solar power project sustained commercial operations with HBL's
support during 2022. These projects successfully provided 200 MW of clean and
sustainable energy at the national grid. During 2022, HBL secured a mandate for the
establishment of solar power project under a Bulk Power Consumer (BPC) Model and a
mandate to enhance Hydropower Potential and Capacity, for the KPK Province.
Meanwhile, leveraging on State Bank of Pakistan’s Renewable Energy Scheme, HBL
nearly utilised the allotted limit of PKR 7.9 billion, allowing its clients in the said domain,
space to capitalise on subsidised financing, progressing to cheaper renewable power
generation for the economy.

+ HBL has a Green Climate Fund (GCF) accreditation which works to limit or reduce
greenhouse gas (GHG) emissions in developing countries, and to help vulnerable
societies adapt to the unavoidable impacts of climate change.

ﬁ/ Decent Work and Economic Growth

+ HBL improved lending policies with 20% increase in lending, introduction of cash flow
based lending, 50% increase in supply-chain financing and collaboration with fintech to
offer digital lending to SMEs has proclaimed HBL as a market leader in the SME sector.

+ HBL provides digitized disbursement solutions through Konnect which is availed by Sindh
Education Literacy Program (SELP) to disburse stipends, World Health Organization (WHO)

HBL ANNUAL REPORT 2022 ‘ 11
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and World Food Programme (WFP) to make payments to their social support programme
beneficiaries, and Benazir Income Support Programme (BISP) to provide cash
disbursement support and collection in rural strata.

HBL Microfinance Bank has developed collection points in financially excluded areas
which can be availed for loan repayments, student education fee submissions, ensuring
convenience for borrowers and students.

Industry, Innovation and Infrastructure

« HBL takes pride in serving 33 million customers and has now partnered with key

E-Commerce and retail businesses to introduce mPOS, a Tap n Pay solution and digital
invoicing, which has empowered SMEs to employee E-Commerce to conduct their
businesses on large-scale in low-cost, which will further expand the Bank’s
customer-base.

HBL has employed enterprise solutions and digital payments by enabling PayPak and a
Unified Payment Interface (UPI) which has allowed HBL to acquire merchants of larger
portfolios and further extends our goal of financial inclusion. HBL also provides Biller
Aggregator Services to financial institutions associated with the Bank through it, which
helps measure volume and value of categorical transactions plus aggregate data of
financial institutions and billers associated with the Bank.

@ Climate Action

+ HBL has aimed to reduce its carbon footprint till 2030 under its Net Zero Plan. A “No

New Coal” Policy and "No Deforestation” Policy has been ongoing that represents a
very significant commitment by the Bank towards the reduction of greenhouse gas
emissions, aimed towards, (1) bringing down HBL's exclusion list exposure (which
includes industries such as tobacco) to zero by 2025 (2) bringing down HBL's coal-related
exposure to zero by 2030.

+ Green Building Principles are adopted for the construction of major buildings of HBL.

HBL is also collaborating with World Wildlife Fund (WWF) for designating selective
branches as Green Offices.

An annual nationwide Tree Plantation Drive has been launched by HBL, aimed towards
planting 20,000 saplings of indigenous plants across Pakistan. A Mangroves plantation
event in 2022 planted 10,000 mangrove saplings at Miani Horr on the coast of
Balochistan and 25,700 trees across nine other locations in Pakistan.

HBL ANNUAL REPORT 2022
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INTERNATIONAL FOOTPRINT

Branch Network:

« Bahrain

« Bangladesh
* Belgium
« China

« Lebanon
« Maldives
* Mauritius
* Oman

« Singapore
* Sri Lanka
* Turkey

« UAE



HBL Bank UK

Diamond Trust Bank - Kenya/
Tanzania/Uganda/Burundi

Kyrgyz Investment and
Credit Bank - Kyrgyz Republic

Himalayan Bank - Nepal

HBL ANNUAL REPORT 2022
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ACCOLADES

Best Bank in Pakistan
by Euromoney Awards for Excellence 2022

Best Domestic Bank
by Asiamoney Best Bank Awards for Pakistan 2022

Pakistan's Best Bank
Best Bank for Agriculture Financing
by Pakistan Banking Awards 2022

Best Investment Bank Pakistan for 2022
by World Finance Awards 2022

Best Investment Bank Pakistan 2022

Best Project Finance Bank Pakistan 2022
Power/Utilities Project Finance Deal of the Year
Pakistan 2022

Infrastructure Project Finance Deal of the Year
Pakistan 2022

Syndicated Loan Deal of the Year Pakistan 2022
Equity Deal of the Year Pakistan 2022

by Global Banking & Finance Awards 2022

Best Green Bond
by The Asset Triple A Sustainable Capital Markets Country &
Regional Awards 2021

Project Finance House of the Year
Renewable Energy Deal of the Year
by The Asset Triple A Sustainable Infrastructure Awards 2022

Best Emerging Technology Award
by Pakistan Digital Awards

Pakistan Domestic Cash Management Bank of

the Year

Pakistan Domestic Trade Finance Bank of the Year
Pakistan Domestic Project Finance Bank of the Year
by Asian Banking & Finance - Wholesale Banking Awards 2022

Point of Sale Initiative for the year
by ABF Retail Banking Awards 2022

Corporate & Investment Bank of the Year - Pakistan
Equity Deal of the Year Pakistan

Green Deal of the Year Pakistan

by ABF Corporate & Investment Banking Awards 2022

The Most Inclusive Organization in Pakistan 2022
by Global Diversity, Equity & Inclusion Benchmarks Awards
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Mr. Sultan Ali Allana

Chairman Director

Sultan Ali Allana has been the
Chairman of the Board of
Directors of HBL, since the
privatization of the Bank in
February 2004 by the
Government of Pakistan. He
has over 38 years of experience
in the financial and banking
sectors. Mr. Allana also serves
on the Boards of the Aga Khan
Fund for Economic
Development S.A, Alisarda
S.p.A, Jubilee Holdings Limited
(East Africa), Jubilee Life
Insurance Company Limited,
Industrial Promotion Services
(Pakistan) Limited and Tourism
Promotion Services (Pakistan)
Limited.
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Mr. Moez Ahamed Jamal

Mr. Moez Ahamed Jamal has
been on the Board of HBL since
2009. He has over 39 years of
experience in the financial
sector. He currently serves on
the Boards of Diamond Trust
Bank Kenya and Pension Fund
for Aga Khan Foundation.

Dr. Najeeb Samie
Director

Dr. Najeeb Samie joined the
Board in 2013. He has over 37
years of experience in the
corporate and financial sectors.
He is currently Member Board
of PIA Investments Limited and
Managing Director, Roosevelt
Hotel Corporation N.V, and is a
Director of Minhal France, S.A.,
Minhal Incorporated, Parisien
Management Company B.V.,
Roosevelt Hotel Corporation
LLC, and Avant Hotels (Pvt.)
Limited.

Mr. Shaffiq Dharamshi

Director

Mr. Shaffiq Dharamshi joined
the Board in 2015. He is a
banker with over 25 years of
banking experience in the
Middle East and Africa. He also
currently serves on the Boards
of Diamond Trust Bank,
Tanzania, Diamond Trust Bank,
Uganda, Diamond Trust Bank,
Kenya, Kyrgyz Investment and
Credit Bank, Kyrgyzstan and
First Microfinance Bank,
Tajikistan.




Mr. Salim Raza
Director

Mr. Salim Raza joined the Board
in 2017. He has over 40 years of
experience in the banking and
financial sectors. He has held
various positions at Citibank
NA in Pakistan and abroad and
has also held the position of
Governor of the State Bank of
Pakistan. He currently serves
on the Boards of Karandaaz
Pakistan, Manzil Pakistan,
Indus Earth Trust, Habib
University, the Layton
Rahmatulla Benevolent Trust,
Planet N Group of Companies,
Nasra Public School and is an
adjunct professor at the
Institute of Business
Administration (IBA), Karachi
for Political Economy.

Mr. Khaleel Ahmed

Director

Mr. Ahmed has over 40 years of
financial markets experience.
He was the Chief Investment
Officer at International Finance
Corporation (World Bank
Group), where he worked for
30 years on emerging
economies and financial
markets. Mr. Ahmed is a
Chartered Accountant,
qualifying from the Institute of
Chartered Accountants of
England and Wales and is a
Fellow of the Institute of
Chartered Accountants,
Pakistan. He has prior work
experience at Price Waterhouse
(London) and National
Development Finance
Corporation, Pakistan.

Ms. Saba Kamal

Director

Ms. Kamal has over three
decades of experience in the
area of Information
Technology, with 20 years in
senior leadership positions
with IBM in Pakistan and
internationally. She has an
MBA from the Institute of
Business Administration (IBA),
Karachi, and has completed a
number of certifications and
trainings at IBM Centers and
from Insead, Boston University
and China Europe International
Business School (CEIBS). Ms.
Kamal has completed her
Director certification from the
Pakistan Institute of Corporate
Governance and currently
serves on the Board of
Packages Ltd. She is also a
member of the IBA Board of
Governors.

Mr. Muhammad Aurangzeb
President & CEO

Mr. Muhammad Aurangzeb
joined HBL on April 30, 2018 as
the President & CEO. Prior to this
responsibility at HBL, he was the
CEO of JP Morgan’s Global
Corporate Bank based in Asia,
with a rich international banking
experience of over 30 years in
other senior management roles
at ABN AMRO and RBS based in
Amsterdam and Singapore. He is
the only Pakistani to be invited to
the exclusive membership of the
Global CEO Council organised by
WSJ/Dow]ones group. He is also
Chairman of the Pakistan Banks
Association, Chairman of the
Pakistan Business Council, and
Council Member at the Institute
of Bankers Pakistan. He received
his BS and MBA degrees from the
Wharton School (University of
Pennsylvania).
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CHAIRMAN'S
MESSAGE

2022 was a year of extraordinary growth for HBL, with record operating results and an entrenched leadership
position in the Country’s banking space. Despite the challenging environment, HBL delivered its highest profit
before tax at Rs. 77 billion, and its balance sheet grew by 7% to Rs. 4.6 trillion. HBL and its subsidiary,
HBL Microfinance Bank, were recognised as the ‘Best Bank’ and the ‘Best Microfinance Bank’ in Pakistan by the
Institute of Bankers Pakistan. Our relentless efforts and unwavering commitment to diversity and inclusion
has also been recognised, with HBL named as the ‘Most Inclusive Organization’ at the 2022 GDEIB Awards.
HBL's gender ratio is now over 22%, a long way from 2004 when that number was 3%.

The Bank's digital solutions have become a way of life, serving more than 33 million customers, with digital
throughput crossing Rs. 13.4 trillion. As Pakistan’s premier financial institution, HBL remains committed to
providing thought leadership in different spheres of the Country’s development. Our pioneering interventions
in agriculture have had a dramatic impact on Pakistani farmers, and we will scale this up rapidly.

As we navigate through challenging times, we remain live to risks and intend to pursue a course that ensures
the highest possible standards across the entire product offerings of the Bank.

Banking at your Fingertips

Banking has never been more accessible, thanks to HBL's investment in smart digitalization. The Bank's Mobile
and Internet Banking platform saw its user base exceed 3 million in 2022.

Financial inclusion remains a steadfast priority for us. Konnect by HBL is the Bank’s main vehicle for offering
easy access to the unbanked and under-banked segments of society across Pakistan. Konnect now has 8.3
million clients. Women constitute 24% of the client base.

HBL further serves people across Pakistan through its 165,000 plus touchpoints, including branches, agents,
ATMs, QR codes and POS machines, making it the largest financial distribution network in the Country.
Through HBL agents, clients are now able to conduct banking services without a phone. All of this has eased
payments and financial transactions for a broad base of clients.

Smart and user-friendly technologies will drive future growth as HBL connects with Pakistan's under-served
communities and burgeoning youth population. This year, HBL also became the first bank in Pakistan to offer
a full range of banking services through WhatsApp.

From HBL Mobile to Konnect, QR payments to e-commerce, HBL has set the standard for client convenience

with faster processing. As digitalization deepens, HBL protects client data with a dedicated, constantly
updating Information Security Function, and a 24x7 Security Operations Centre.

HBL ANNUAL REPORT 2022



Bank with a Soul

HBL is more than just a bank. We operate with a soul and remain committed to enhancing the well-being of
society and contributing to the communities in which we operate.

The HBL Foundation increased its philanthropic funding to 1.5% of the Bank's profit after tax and provided
much-needed relief this year to flood-affected families through partnerships with Jubilee Insurance and the
Government of Pakistan.

This year, we are proud to inform our shareholders that HBL raised its staff service age to 65. This policy has
long-term implications on household incomes, which have come under increasing pressure due to high
inflation and strong head winds. HBL has offered its employees a cost-of-living adjustment and enhanced its
staff training programmes to build capacity. In this context, over 500,000 person-hours of training were
delivered during the year. We also undertook other key initiatives for the HBL community; notably, financial
support for childcare for working mothers, the Waapsi returnship programme for experienced women
re-entering the workforce, and the creation of positions for persons with disabilities.

Securing our Future

HBL plays a leading role in developing the agriculture sector and promoting sustainable food supply chains.
We are investing in cutting-edge methods, practices, and technologies to support Pakistani farmers and
address the related challenges of agriculture, food security, and climate change.

Agricultural financing continues to remain a key priority area for the Bank, and | am pleased to report that HBL
recorded an all-time high asset deployment of Rs. 50.6 billion. HBL's supply-side initiatives and impartial
agronomical advisory have helped farmers improve production, achieving an average increase of 46% in crop
yield and an impressive average increase of 195% in net income. The ‘Haryali Account’ and ‘Kissan Ki Awaz’
programmes will further upscale financial literacy and awareness among farming communities, including
women farmers.

HBL's commitment to sustainability remains firm, and over the course of the year solar panels were installed
in 232 premises, leading to a 288 MT reduction in carbon footprint.

Our initiatives were recognised with the ‘Top Agri Lending Bank’ Award and an Environmental Excellence Award.

Regional Hub for Trade

HBL's presence in China and our successful China coverage model has expanded to UAE, Sri Lanka, Bangladesh,
Maldives, and East Africa through our affiliate DTB, serving Chinese State Owned Enterprises and large private
sector corporates.

HBL's international operations improved in 2022, with trade volumes up 68%, and network client business
doubled. We are one of only 3 banks in MENA and South Asia to offer end-to-end RMB intermediation,
extending liquidity management and salary remittance services to Chinese clients and expatriate employees.
We intend to continue leveraging our unique position and become the flagship bank for international business
over the next few years.

Building Value

HBL's clients and staff have played a pivotal role in the Bank's continued success. Thanks to their dedication,
HBL remains the ‘Best Bank in Pakistan’, with the highest Brand Equity Index (BEI) of 4.1. We appreciate our
shareholders' trust and support and pledge to maintain our commitment to excellence and cutting-edge
digital solutions. We also extend our gratitude to our regulators for their guidance.

At the AGM, we plan to distribute a final cash dividend of Rs. 1.50 per share, bringing the total for the year to
Rs. 6.75 per share, after previously declaring and paying interim dividends of Rs. 5.25 per share.
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DIRECTORS” REPORT 2022

On behalf of the Board of Directors, we are pleased to present the Consolidated
Financial Statements for the year ended December 31, 2022.

Macroeconomic Review

Following a high-growth phase in FY’22 when the economy expanded by 6.0%, FY’23 commenced with Pakistan’s worst-
ever floods, causing an estimated damage of ~$32 billion. Pakistan’s challenges have been significant — the external
front was impacted by rising commodity prices and debt repayments, exacerbated by delays in the IMF program, while
the domestic economy came under severe pressure, compounded by a lack of political clarity. These factors have led to
an overall slowdown in the economy with moderation in most high-frequency data. The Large-Scale Manufacturing Index
posted a decline of 3.7% during 1THFY’23 and the SBP has warned of downside risks to even the 2% target for GDP growth.
In Jan’23, inflation surged on account of higher fuel and energy prices, food inflation and currency depreciation, registering
a nearly 50-year high of 27.6%. Core inflation, which has been on a consistently rising trend, increased to 17.0%, reflecting
the secondary impact of rising energy prices. Average inflation for 7MFY’23 is 25.4% vs 10.2% in the same period last year
and is already much higher than the SBP’s FY’23 projection of 21% - 23%.

The global economic slowdown took its toll on Pakistan’s external sector. Exports fell by 7% in 7MFY’23, compared to
the same period last year. The trade balance however, improved, as restrictions on luxury imports, fiscal and monetary
tightening, and an overall slowdown in demand led to a 21% contraction in imports. The trade deficit for 7MFY’23 thus
declined by 31% to $17 billion. With the gap between the interbank and the kerb rates widening, remittances decreased
to $1.9 billion in Jan’23, the fifth successive month-on-month decline and the first sub-$2 billion level since May’20. For
7MFY’23, remittances of $16 billion were 11% lower YoY. However, the narrowing of the trade deficit supported the current
account, with the 7MFY’23 deficit falling by 67% over 7MFY’22, to $3.8 billion.

Pakistan’s foreign exchange reserves depleted to nine-year lows, falling to $2.9 billion by 3 Feb’23, amid delays in the
IMF review. Most external financing avenues are now linked to the IMF Board approval. The completion of a number of
prior actions, including additional taxation measures and further increases in fuel, gas and utilities prices should help move
closer to the Staff Level Agreement. The deteriorating external account dragged the currency, which remained volatile
throughout the year and ended the year 27% (Rs 48/$) lower. The recent restoration of a market-determined exchange rate
caused a further downward spike with the Rupee falling by Rs 49/$ to Rs 275/$ before recovering slightly.

The primary surplus in 1HFY’23 improved significantly, both in absolute and percentage terms; this clocked in at 1.1% of
GDP compared to 0.1% of GDP in 1THFY’22. Tax collections increased by 17% YoY in 1HFY’23, driven by a 50% increase
in direct taxes. However, current expenditure increased by 30%, led by floods and a 77% increase in mark-up payments.
The fiscal deficit for THFY’23 thus registered a 23% increase over 1HFY’22 to PKR 1.7 frillion, although it remained at
2.0% of GDP.

Equity markets saw another volatile year with the market shedding 2% during the last quarter and 9% from December
2021. Investor participation remained dull with low volumes as macroeconomic pressure, extended political uncertainty
and a rapidly falling Rupee all weighed on sentiments. The exodus of foreigners continued, particularly in banking sector
stocks as international investors sold $127 million over the year.

The central bank has continued to tighten monetary policy and, in the Jan’23 MPC, raised the policy rate by 100 basis
points to 17%, a 25-year high. The SBP was of the view that inflation is broad-based and persistent, with core inflation on
a rising trend for the past 10 months. Further, expectations have skewed upwards, and timely intervention was needed to
lower them. It emphasised that the short-term costs of taming inflation are lower than the costs of allowing it to become
entrenched. Industry advances and deposits were distorted in Dec’22 as banks raced to increase their Asset / Deposit
Ratio to avoid punitive tax rates. For 2022, industry advances increased by 17% while deposits growth slowed to only 7%,
with market deposits showing their first-ever fourth-quarter decline in Q4'22. Industry spreads in 2022 grew by 100 bps
over 2021, reflecting the increase in benchmark interest rates and the continuing re-pricing of balance sheets.

Financial Performance

In 2022, HBL has delivered its highest profit before tax of Rs 77.0 billion with a consistent growth trajectory throughout the
year, backed by record quarterly profits. PBT is 24% higher than the PBT of Rs 62.0 billion last year. The Bank’s profit after
tax, however, declined by 3% to Rs 34.4 billion, as a higher tax charge caused by excessive and retrospective taxation
impacted the bottom line by Rs 11.3 billion. Earnings per share declined slightly, to Rs 23.23 in 2022 from Rs 23.88 in 2021.

HBL'’s balance sheet grew by 7% to Rs 4.6 trillion. Domestic current deposits grew by Rs 203 billion, a 20% growth over
the prior year, reaching Rs 1.2 trillion; low-cost savings accounts increased by Rs 136 billion. The Bank’s focused efforts to
mobilize low-cost deposits and contain its cost of funds led to a record current account mix of 41.5% and a CASA ratio of
86.5%. Total domestic deposits reached Rs 2.9 trillion and HBL's total deposits as of December 2022 rose to Rs 3.5 trillion.
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In line with its stated intent of supporting customers throughout economic cycles, HBL helped its clients and the country
navigate through extremely challenging times. Domestic advances grew steadily throughout the year, by Rs 241 billion
to Rs 1.4 trillion, registering a broad-based growth of over 20% for the second consecutive year. The Bank’s flagship
consumer portfolio increased to Rs 122 billion, and lending to the Commercial segment crossed a landmark Rs 100
billion. Agriculture financing is a key priority of the Bank and the portfolio reached an all-time high of Rs 50.6 billion. HBL
Microfinance increased its portfolio by 50% to Rs 85 billion, furthering the Bank’s financial inclusion objectives. HBL’s total
advances increased by 18.3% to Rs 1.8 trillion, with the ADR improving to 52.9%.

With rapid monetary tightening, net interest margins improved by 81bps over 2021 while the Bank achieved a Rs 540
billion growth in average balance sheet volumes. Consequently, net interest income grew by 26% to Rs 166 billion. Non-
fund income grew by 29% to Rs 46.7 billion with a standout performance from all areas. HBL's dominant fee franchise
again delivered excellent results, rising 24% to Rs 31.5 billion. Its flagship Cards business continues to set new records,
contributing nearly half the increase in fees and constituting nearly 50% of total fee income. Despite constraints, Trade
income grew by 19% to Rs 3.2 billion. Investments in the Bank’s branchless banking initiative, Konnect, are now coming to
fruition as Konnect generated fees of Rs 1.5 billion, more than double that in 2021.

HBL continues to invest in its people and its digital infrastructure to deliver innovative and unique customer solutions. HBL,
as always, also stepped up to support the country and its people during the catastrophic floods that displaced millions of
people. In 2022, total administrative expense increased to Rs 124.8 billion as unprecedented inflation affected costs across
all categories. However, with a strong revenue base, the domestic cost / income ratio was maintained at the prior year’s
level of 51.1%. Total provisions of the Bank increased marginally, to Rs 8.5 billion, as HBL prudently boosted previously
created reserves, in order to insulate the Bank from the fallout of the current economic conditions. HBL's infection ratio
decreased from 5.1% to a new record low of 4.8% while total coverage remained above 100%.

Movement in Reserves

2022 2021
Rupees in million

Profit after tax 34,398 35,507
Unappropriated profit brought forward 158,441 138,208
Profit attributable to equity holders of the Bank 34,070 35,022
Re-measurement gain on defined benefit obligations — net of tax 98 208
Acquisition of additional interest in subsidiaries 281 749
Transferred from surplus on revaluation of assets — net of tax 73 197

34,522 36,176
Profit available for appropriation 192,963 174,384

Appropriations:

Transferred to statutory reserves (3,495) (3,841)
Cash dividend — Final (3,300) (4,401)
1stinterim cash dividend (3,300) (2,567)
2" interim cash dividend (2,200) (2,567)
3" interim cash dividend (2,200) (2,567)
Total appropriations (14,495) (15,943)
Unappropriated profit carried forward 178,468 158,441

Earnings per share (Rupees) 23.23 23.88

Capital Ratios

With the strong results, internally generated capital grew by 10% in 2022. The massive Rupee devaluation of Rs 48/$
impacted the Capital Adequacy Ratio (CAR) by 107 bps. As a result, HBL's consolidated Tier 1 CAR declined to 11.8%
while the total CAR reduced to 14.8%. Nevertheless, both ratios remain comfortably above current regulatory requirements;
these were eased in December, as the SBP lowered the D-SIB buffer for all categories of banks by 50bps.

In December 2022, the Bank issued Rs 6.5 billion of perpetual term finance certificates, which qualify as Additional Tier 1
capital, thus boosting its Tier 1 CAR by 34 bps.
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Business Developments

In 2022, HBL attained a deposit market share of 13% with a domestic book of Rs 2.9 ftrillion, adding nearly 800,000
customers through its branch network. This included more than 135,000 new customers of HBL Asaan Account, a basic
account targeted at enhancing inclusion; HBL now has over 1.1 million customers in this segment with a total deposit of
over Rs 17 billion.

New product launches were based on a well-thought out needs analysis. The Bank introduced Mahana Amdan, a savings
product aimed at retirees, offering higher returns with monthly profit payouts. HBL’s classic Freedom Account, which
provides banking solutions to businessmen, was supplemented with an insurance offering that provides coverage against
loss of cash and valuables as well as hospitalization coverage. The Bank crafted an offering to address the unique financial
requirements of the agricultural segment which resulted in the launch of the Haryali Account in November 2022.

HBL proudly serves over 4 million women customers, including nearly 1 million under its internationally recognized women’s
market program, HBL Nisa. During 2022, the program added nearly 160,000 new accounts with total Nisa deposits
increasing by Rs 40 billion. The Bank also launched Nisa Asaan, an initiative targeted specifically towards the unbanked
and underbanked women of Pakistan. To cater to the growing savings needs of women a mutual funds proposition was
launched for women in collaboration with HBL Asset Management Company.

HBL's Prestige proposition is designed to change the landscape of priority banking across Pakistan, serving affluent
customers with a bespoke product suite in line with their sophisticated needs. Prestige is now offered at 38 lounges across
16 cities in Pakistan. In 2022, Prestige went international with its first lounge in Jumeirah, Dubai. In order to expand the
offering’s scope, 400 regular branches were also enabled to onboard Prestige customers, offering them access to the value
proposition, but without a dedicated footprint. As a commitment to product innovation and service excellence, Prestige
offers fully automated lockers that are available to clients 24x7 in select locations. Vitality, an insurance product catering to
the health and lifestyle needs of high-net-worth individuals was added to the Prestige product offering.

The Bank continues to lead the industry on the Roshan Digital Account initiative, being the first to cross 100,000 accounts,
with a 20% market share. Since inception, HBL has channeled over $900 million to the country through this initiative. The
Bank remains the market leader for investments in Naya Pakistan Certificates as well as financing under the Roshan Apni
Car and Roshan Apna Ghar programmes.

To provide convenience to clients, the digital account opening journey was augmented to provide an enhanced and
seamless onboarding, based on insights from customer experiences. The entire conventional branch network has been
enabled to onboard clients to the Konnect platform. This has served the dual purpose of easing congestion at branches
and enabling low-ticket accounts to be accessed and serviced via HBL's extensive agent network.

Bancassurance regained its market leadership position with a 30% share of premiums written. Investment Services, which
distributes HBL AMC’s funds, are now available in over 1,400 branches and achieved AUM sales of Rs 5 billion.

HBL's Consumer Banking business had another stellar year with total consumer lending growing by 19% to Rs 122 billion.
The credit cards business further consolidated its leadership with a growth of over 60% in card usage, achieving Rs 182
billion in spend and a portfolio size of Rs 24 billion, up by 47% over the previous year. HBL’s credit cards remain top-of-
wallet with one out of every three Rupees spent on credit cards in Pakistan being on HBL. Over 90,000 new credit cards
were issued in 2022, a 17% growth from 2021. The business also offered significant limit increases to assist qualifying
customers in light of inflationary pressures.

HBL has continued to solidify its position as the largest card issuer in Pakistan with one in every five people holding an HBL
Debit Card, a total of 6.5 million debit cards issued. Spend volumes in 2022 increased by 58% to Rs 122 billion, of which
30% was at e-commerce merchants. The Tokenization or Tap and Pay feature was launched for credit cards in 2021; in
2022, this was enabled on MasterCard and Visa Debit Cards under the HBL Pay brand, allowing customers to pay by
simply tapping their mobile phones at contactless enabled POS machines. The Bank expanded its POS network to more
than 46,000 machines, the largest network in the industry. Throughput at HBL’s terminals grew by 46% to Rs 264 billion,
accounting for more than a third of the country’s total sales volume.

Personal Loans, with a portfolio of Rs 44 billion, continued to be one of the most important pillars of consumer financing
with fresh disbursements of over Rs 28 billion in 2022. Ready Cash was established as a future growth product with ~Rs
3.5 billion of credit lines approved for around 6,000 customers. Despite external challenges being faced by the autos
industry, HBL has maintained its leadership position in 2022, financing 11,200 cars — the highest in the market — and
increasing market share from 11.5% to 12.4%.

HBL remains focused on digitalization to improve customer convenience with faster processing. In 2022, one third of credit
cards and 23% of personal loans were booked through HBL Mobile, a paperless process with instant decisioning. Towards
the end of the year, in yet another industry-first innovation, Digital Car Finance was launched and promises to be a game
changer for the auto financing business.
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HBL is fully committed to investing and growing the SME business in a significant and sustainable way. In 2022, Advances
grew by 20% to over Rs 89 billion; new and enhanced limits of Rs 35 billion were approved, 26% higher than in 2021. The
SME customer base crossed 15,000, an impressive growth of 25%. The growth in scale and size has been primarily driven
through enhancing sales capabilities, process simplification, use of technology and implementing scoring models for quick
decisioning. The repositioning of the business has enabled faster growth with particular focus on small businesses that
have a real impact on the economy. HBL has entrenched its leading position in the industry with market share increasing
from 14.1% to 16.5% in 2022.

New products, focused on cashflow based lending, were designed specifically for Small businesses within the overall SME
segment to accommodate the fact that these businesses are frequently collateral deficient and lack formal documentation.
This model is delivering results as HBL has already disbursed more than Rs 7 billion to 2,400 customers. The Supply
Chain Financing business has shown exponential growth of over 50% and is nearing PKR 10 billion. The Bank is an active
participant in SBP-led initiatives for SMEs and has disbursed more than Rs 5 billion under various schemes.

HBL continued to lead the market in Agriculture financing with the landmark achievement of crossing Rs 50 billion in
advances, a 27% growth over 2021. The Bank’s already dominant market share crossed 35%. SBP declared HBL as
the “Top Agri Lending Bank’ in the Large Banks category for FY’22. The Bank was also nominated as the Champion
Bank for Balochistan to lead the industry for enhancing access to agriculture credit and financial inclusion in the most
under-privileged province of Pakistan. Under this initiative, HBL drove activities to create farmer awareness and worked
with educational institutions to prepare students for employment opportunities. HBL was also awarded the Best Bank for
Agriculture 2022 at the Pakistan Banking Awards.

In 2022, HBL made fresh disbursements of Rs 17 billion, 30% higher than in 2021, adding 3,500 customers. HBL's focused
approach on the agriculture value chain led to Rs 3 billion financing for businesses with linkages to agriculture such as
processing units and cold storage facilities. The revamping of lending to the dairy and livestock sector has enabled the
Bank to on-board over 1,400 farms and build a portfolio of more than Rs 3 billion. HBL also maintained leadership in
Electronic Warehouse Receipt (EWR) financing by funding over Rs 700 million and achieving a market share of more than
70%. SBP named HBL as the role model financial institution for introducing and upscaling the EWR regime in the country.
HBL stood by its customers during the devastating floods, deferring repayments of more than 5,000 affected farmers while
continuing fresh disbursements to enable farmers to timely sow their Rabi crops.

Considering the importance of women in the agriculture workforce, HBL launched the Nanni Kissan and Agli Nasal digital
video commercials highlighting the importance of female education in the uplift of agriculture. The financial literacy and
awareness of farming communities was further upscaled under the flagship “Kissan Ki Awaz” program with more than 40
sessions conducted across the country.

To bring resilience to the Agriculture sector against climatic vulnerabilities HBL, in collaboration with insurance partners,
successfully completed the pilot test of the Area Yield Index Insurance product for wheat-paddy farmers. This provides
insurance to farmers in case yields are impacted by climate events. To further its digitalization objectives, HBL implemented
an automated Loan Origination System to digitally route loan applications. A Salesforce management application was
provided to field teams, facilitating them in digitally recording customer visits and developing a sales pipeline. HBL remained
the largest user of the Punjab Land Record Authority’s portal, both in Fard extractions and in online charge creation.

HBL’s unique and first-of-its-kind Farm-to-Processor initiative was implemented in the form of various pilot projects to uplift
and turnaround Pakistan’s agriculture sector. HBL has been more than a lender, helping farmers improve their production
through supply-side initiatives and impartial agronomical advisory. From only 5 farmers and 444 acres when HBL embarked
upon this journey in 2020, the Bank has now achieved completion of 17 pilot projects, scaling up in-kind financing to 550
farmers for 26,000 acres. HBL's fundamental shift is led by a team of 80 agronomists and field officers who guide farmers
on best practices. In order to reduce time away from farm activities, HBL launched a digitally-enabled farmer onboarding
system through HBL Pay. As a result of HBL's interventions, farmers with relatively small land and lease-holdings — who
represent the majority of country’s farmers — achieved an average increase of 46% in crop yield (with the highest increase
being 118%) and an impressive average increase of 195% in net income (highest increase of 611%). These results have
been independently validated by Princeton University development economists and demonstrate a double bottom-line
impact both for the farmers and the Bank.

HBL’s Islamic Banking business is one of the fastest growing areas within the Bank, offering the entire spectrum of the
Bank’s products, from large-ticket Corporate deals to retail deposits and consumer finance. In 2022, the Islamic branch
network increased from 259 to 294. HBL achieved a 7% share of the market for Islamic deposits, with the total customer
base crossing 1 million. In line with the Bank’s “Mobile First” strategy, HBL launched an exclusive Islamic Banking Mobile
App early in 2022 with transactions through this App crossing Rs 11 billion.

An Islamic Konnect account was launched in August 2022 to cater to the unbanked and under-banked segments of society
who prefer Shariah-compliant solutions. In the 5 months since launch, 200,000 current accounts have been opened, with
more than 400,000 transactions valuing over Rs 2.7 billion; women make up 28% of the Islamic Konnect client base. This
product also offers salary disbursement and cash collection services to corporates and microfinance institutions that prefer
Shariah-compliant banking.
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HBL'’s Islamic Consumer business had another strong year, doubling its portfolio. Islamic Car Finance increased the number
of units sold by 30%, even as the overall market shrank by 32%; receivables rose to nearly Rs 6 billion. HBL picked up the
pace in the Government-led Mera Pakistan Mera Ghar scheme with a total book size of Rs 8 billion.

Total lending to Corporate and Commercial customers increased by 32%. This includes financing of the Islamic business’
unique customers as well as Islamic products offered to conventional clients. The focus on trade resulted in a growth of
11% over last year, even though the market remained depressed due to import restrictions.

HBL continues to provide market leading products to its Corporate customers, by offering solutions for working capital and
term loan needs, transaction banking products and specialized products to help clients manage foreign exchange and
market risks. This is achieved through a one-window solution for the wholesale banking needs of Corporate customers,
while also providing their management and employees access to HBL's suite of consumer and retail banking products. In a
difficult year, HBL continued to lend prudently, maintaining portfolio quality through frequent reviews and achieving double
digit loan growth.

HBL maintained its leadership position in cash management and continues to play an instrumental role in digitizing the
financial value chain. Total cash management throughput increased by 56% to Rs 12.3 trillion in 2022. HBL Pay Business
Banking, the Bank’s digital platform continued to drive volumes — for the second year running, payments through this
platform doubled, to Rs 6.7 trillion with nearly 40 million transactions processed. The AsiaMoney 2022 survey ranked HBL
as the Market Leader amongst domestic banks for cash management as well as the Best Services for cash management in
Pakistan. What is most gratifying about these particular awards is that they were based on votes by customers, a testament
to HBL'’s goal of delivering innovative products tailored to client needs. HBL's market-leading employee banking proposition
provides payroll services to 3.2 million employees with deposit balances growing to Rs 252 billion. In 2022, HBL added a
new feature of pay continuation insurance to provide its customers peace of mind.

In line with HBL's vision of becoming the leading trade bank in Pakistan, a new vertical of Global Trade Services (GTS) has
been created to increase focus on this business and on specialized product development to capture market share. The
strategic intent is to centralize all GTS products under one umbrella, create product specialization and develop innovative
structures aimed at facilitating both conventional as well as complex transaction banking needs. With import curbs affecting
both importers and exporters with import dependency, HBL remained close to its clients to provide support and assist them
in their Trade needs. This enhanced focus helped HBL to grow its market share to 12.9% despite an overall decline in
volumes.

HBL’s Investment Banking business remains the first choice for clients and continued to support customers through advisory
support and cutting-edge solutions, even in this very challenging environment. The Bank executed 20 deals valued at more
than Rs 200 billion, covering the entire suite of investment banking products across a diverse array of sectors. The strategic
Public Private Partnership area closed 2 road infrastructure projects. HBL also played a pivotal role in advising and closing
Pakistan’s first and largest hybrid REIT issuance. 22 accolades received from various international and domestic publishers
over the course of the year are a testament to the breadth and depth of HBL's dominance of this space.

In an environment of excessive volatility, HBL's Treasury team stepped up client engagement, providing regular economic
updates and facilitating customers. The Bank’s groundbreaking digital FX portal, HBL Infinity® has received tremendous
market acceptance with more than 350 clients transacting around $ 5.5 billion in 2022. During the year, this portal was
extended to customers in the UAE and has seen a very strong reception from the client base in the region. HBL also
launched Symphony®, a fixed income portal which, in another industry-first, allows institutional and corporate investors to
transact digitally in the Pakistan Government Securities market, in a paperless and instantaneous manner.

HBL continues to re-engineer its Home Remittances business through improvements in service quality coupled with
extensive marketing campaigns in source countries. This has led to higher volumes, which grew by 13% to $3.1 billion, and
a rise in market share, to 10.6%.

HBL's Retail digital channels — Mobile and Internet Banking, ATMs and POS — continued to play a significant role in shaping
Pakistan’s financial landscape, connecting customers, businesses, and Government. In 2022, over 310 million financial
transactions worth more than Rs 4.3 trillion were processed through these channels, a growth of over 55%, evidencing
our commitment to becoming a Technology Company with a Banking License. Transactions through digital channels
now constitute 82% of financial transactions and have contributed to significantly reducing the footfall at branches, thus
containing costs and allowing for better customer focus at the branch level.

HBL Mobile and Internet Banking processed more than 125 million financial transactions worth over Rs 2.3 ftrillion, a
doubling over 2021. This growth was driven by higher ticket sizes and a user base that has now grown to 3.2 million.
HBL Mobile also processed over half a billion services transactions. The increasing confidence of customers in HBL's
digital products is reflected in the exponential growth of large ticket and C2B transactions — corporate and education fee
payments rose by 221% and 93% respectively, shifting ~1.3 million corporate collection transactions away from branches.
In 2022, an HBL Islamic Mobile app was launched to provide convenience for customers with Shariah-compliant needs.

HBL pioneered financial transactions through the HBL WhatsApp banking channel during 2022. WhatsApp banking now

has almost 300,000 users; 54,000 transactions valued at more than Rs 150 million were processed and 2.3 million services
transactions were conducted.
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With over 2,200 billing partners, HBL's Electronic Bill Presentment System (EBPS) enables customers to pay bills online.
Payments rose by 65% over the previous year, reaching Rs 1.3 trillion in 2022. During the year, HBL also extended this
service to the whole industry by exposing its unique billers to 1-Link, thereby enabling customers of other banks to make
online payments to these organisations.

Maintaining its streak of bringing innovative solutions to Pakistan, HBL commercialized the conversion of mobile phones
into POS terminals, thus enabling smartphones to accept card-based payments at the time of delivery and revolutionizing
the delivery payments process. Through bypassing the need for cash on delivery, merchants get real-time information
and 24-hour settlement, thus saving them the hassle of handling cash while freeing up their working capital. For this first-
to-market initiative the Bank won the Best Payments Initiative award at the Pakistan Digital Awards and the Point of Sale
Initiative for the Year at the Asian Retail Finance Awards.

HBL Pay Checkout empowers online merchants to accept digital payments through cards, bank accounts, and e-wallets.
This service is now available at 620 e-Commerce merchants with over 4.6 Mn transactions valued at Rs 35 billion processed
in 2022.

Financial inclusion in all its forms is a key objective of HBL. Konnect by HBL is the Bank’s main vehicle for expanding
financial inclusion, offering easy access to the unbanked and under-banked segments of society across Pakistan. Konnect
now has 8.3 million customers with women constituting 24% of the client base. In 2022, Konnect launched an Islamic
deposit account, enabling customers to fulfil their banking needs in a Shariah-compliant way and filling a major gap in the
market. With over 200,000 accounts opened since launch, Konnect Islamic Account remains unique in the industry.

Konnect offers flexible disbursement solutions to more than 840 companies and small businesses with processed volumes
exceeding Rs 238 billion in 2022. Konnect collection services cater to loan repayments, school fees and distributor
collections, offering round the clock banking services across Pakistan without the need to go to a branch. Total collections
in 2022 more than tripled, to Rs 170 billion. Konnect by HBL has had the privilege of partnering with the Government on a
variety of initiatives such as the Benazir Income Support Programme, emergency disbursements for flood relief and fuel
subsidies. During the year, Konnect entered into a payment partnership with the World Food Programme and the World
Health Organization for the distribution of social support payments.

Early in 2021, Robotic Process Automation (RPA) was introduced with successful proof of concept deliveries and more than
50 processes converted to RPA. During 2022, the program has successfully delivered value in different cross-functional
areas; since the start of the programme, 86 processes have been moved to RPA, resulting in improved processing time and
saving more than 18,000 person-hours per month. This has enabled capacity increases of up to four times in these areas.

HBL witnessed significant improvement in its international operations in 2022, by staying relevant to network clients and
upgrading technology platforms, payment systems and digital applications. Trade volumes rose by 68%, and network
customer business doubled, driven by utilizing the network more effectively and enhancing beneficiary marketing. Deposits
across the network remained stable with a healthy CASA mix. For multi-country clients, a structure of group level limits has
been established under a Global Relationship Manager which will enable a more holistic management of key customers.

HBL’s two branches in China serve as the main engine for origination and execution of Chinese transactions, facilitating
greater intra-network flows. The Bank’s successful China coverage model now covers UAE, Sri Lanka, Bangladesh and
the Maldives. In 2022, this model was expanded to East Africa in partnership with our affiliate - Diamond Trust Bank. HBL
serves 54 Chinese enterprises, 19 of whom are customers in multiple locations, furthering its objective of being a bank
of relevance in the region. In Pakistan, HBL remains the leading bank for China business. The China franchise is well
positioned to become the flagship of the international business over the next few years.

HBL continued to leverage its unique position of being one of only 3 banks in MENA and South Asia to offer end-to-end
RMB intermediation by extending RMB offerings to other financial institutions. HBL's RMB Nostro proposition enables it to
offer liquidity management to its Chinese clients and salary remittance services to their expatriate employees. HBL China
has also established 17 new FI relationships in multiple countries to further enhance the proposition and launched an LC
advising rebate program for banks in Pakistan and Bangladesh.

2022 marked the culmination of HBL Microfinance Bank’s (HBL MfB) two-decade journey from “Pioneer to Leader” with
HBL MfB taking on the mantle of the largest microfinance bank in Pakistan. Despite challenges posed by the economic
conditions, MfB delivered a nearly 50% growth in its loan portfolio which reached Rs 85 billion with disbursements to more
than 460,000 customers. 29% of clients are female, underlining the bank’s commitment to expanding access to women.
Deposits rose by 27% to Rs 116 billion, of which 60% is CASA.

HBL MfB has consistently invested in technology as a means to financial inclusion. An in-house developed Customer
Management Solution (CMS), is a state-of-the-art system that enables customer on-boarding using tablets with loan
processing within 48 hours. CMS has been implemented across 86% of MfB’s network and has helped it transform from
physical credit processes to end-to-end digital lending. Under the FirstPay brand, HBL MfB has 1.3 million e-wallet
customers who, in 2022, executed 2.8 million digital transactions totaling Rs 11 billion. The bank has also disbursed Rs 0.5
billion in nano loans, based on a scoring model that provides instant financing solutions to e-wallet customers. With
600,000 PayPak debit cards, HBL MfB remains the largest issuer in the microfinance industry.
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The Bank is the largest provider of housing finance to microfinance clients with a portfolio of Rs 28 billion. MfB was one of
the first banks to provide mortgage loans under the Government’'s Markup Subsidy Scheme and remained one of the top
lenders even among commercial banks. With a portfolio of Rs 45 billion, HBL MfB is also the leading lender to agriculture
amongst microfinance banks. The SBP has nominated it as the Champion Bank for Gilgit Baltistan.

The Bank focuses on people development and capacity-building programs to build long-term career paths, helping to build
a highly engaged workforce. These efforts are reflected in the bank’s employee engagement survey for the year, with a
response rate of 98% and an overall 96% engagement score, results that are significantly above those of previous surveys
as well as global and financial industry norms. As a recognition of the bank’s commitment to diversity, MfB won GDEIB
awards in 10 different categories for supporting the development and implementation of Diversity, Equity and Inclusion best
practices. In 2022, HBL MfB was named as “The Best Microfinance Bank” at the IBP’s Pakistan Banking Awards and also
recognized as “The Best Microfinance Bank” by the CFA Society of Pakistan. The bank also received recognition from the
SBP for its achievements in spreading financial literacy.

HBL Microfinance Bank takes great pride in having been able to transform its clients lives by graduating them from
microfinance to MSME. Citi-PPAF awards to 31 of its customers over the last several years, including 3 awards this year,
is evidence of the bank’s commitment to its mantra of “umeed say yaqeen tak” — turning hopes into realities.

During the year, HBL injected Rs. 1.4 billion as additional equity in HBL-AMC, positioning it for future growth. Growth
momentum accelerated in 2022, as Assets under Management (AUMs), increased by 66% to reach Rs 156 billion, well
ahead of the 39% industry growth; market share thus increased to 10%, maintaining the AMC'’s position as the 5th largest
in the industry. Shariah-compliant AUMs were a key component of the growth as they increased from Rs 14 billion to Rs
56 billion. The investment in growing the retail segment is now yielding results as retail AUMs increased by 77% to Rs. 44
billion. HBL-AMC launched two new Funds during the year including an industry-first debt Exchange Traded Fund. The
strong AUM growth also led to an upgrade in the Management Quality Rating of HBL-AMC to AM1 (Stable Outlook), the
highest possible rating for an asset management company in Pakistan.

HBL strives to provide customers with efficient and consistent service through improving self-service and digital options,
front line empowerment and monitoring. Over 300 end-to-end customer journeys were simplified to improve productivity,
turnaround time and customer experience. Initiatives to further reduce turn-around-times (TAT) included enhancement of
Teller transaction limits and extended hours for account opening. Through the Aagahi Drive launched in 2021, over 16,000
sessions were conducted to educate front-line staff on new and revised processes, enabling them to serve customers
efficiently while ensuring a robust compliance culture. A weekly Friday Huddle was introduced to review the service
experience of customers over the week and identify areas for improvement. The customer satisfaction level was 80% with
problem resolution satisfaction score at 59%. During 2022, 271,433 complaints were received by the Bank, which were
resolved, on average, within 5 days. The Bank’s Customer Centricity Guidelines were enhanced to include parameters for
fair treatment of customers and to further inculcate a culture of service excellence through accountability, recognition, and
training.

In line with HBL'’s diversity agenda, 35 fully accessible model branches were completed with features especially designed
for differently-abled individuals, from tactile floors and talking ATMs to Braille stationery and dedicated parking. Under a
Female Friendly Branch initiative, infrastructure in 350 branches was upgraded to improve hygiene and provide convenience
and a sense of inclusiveness to the Bank’s female staff and customers.

HBL's Digital Customer Experience (DCE) handled 14.1 million interactions in 2022, with non-voice interactions through
digital channels showing a growth of 59%. 17 new self-service features were added in 2022 and IVR-based interactions
grew by 60%, to 1.6 million. HBL's Contact Centre also received ISO 9001:2015 certification for its controls and governance.

HBL announced its commitment to meeting AKDN'’s Net Zero target by 2030. Solar panels were installed at 232 premises
leading to a 288 MT reduction in HBL's carbon footprint. Other initiatives aimed at emissions reduction include HVAC and
lighting rationalization in major buildings, smart fuel cards and awareness sessions to involve staff in energy conservation.
All new major buildings of HBL are planned to be EDGE+ certified. During the year, HBL MfB’s Regional Headquarters
received Advanced EDGE certification from the IFC in addition to its previous LEED and EDGE certifications. In recognition
of its sustainability initiatives, HBL again received an Environmental Excellence Award from the National Forum for
Environment & Health.

In 2021, HBL took a decision to upgrade its Core Banking System from Mysis to Temenos to enable the future growth
plans of the Bank. The project was formally initiated in February with the commencement of workshops for the various
workstreams and preparation of Business Requirement Documents. A Testing Center of Excellence was also established
to enhance Quality Assurance of software development across the bank, and implement automated testing to deliver more
resilient releases and a smoother customer journey.

The HBL Brand enjoys robust health; a Brand Health Tracker study was conducted in 2022 in which HBL emerged as the
strongest brand in the industry with a Brand Equity Index of 4.1, along with the highest brand awareness, usage, and
consideration scores. In 2022, HBL’s flagship platform of HBLPSL was activated via the advertising campaign of “Jahan
Fans, Wahan Stadium”, celebrating the spirit of the game and millions of cricket fans across the world. This was the
seventh edition of HBL'’s sponsorship of Pakistan’s largest and most popular sporting event. HBL’s digitally-led entertainment
show attracted more than 25 million views and won the prestigious Effie Award in the Influencer Marketing category.
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HBL digital marketing efforts focused on themes and platforms favoured by its clients. The Pakistan website showed an
increase both in traffic as well as in session durations. Improved discoverability on search engines led to 54% of all website
traffic coming through search vs 9% in 2021. HBL'’s Agricultural campaign was a heart-warming made-for-digital narrative
that received appreciation across social platforms. In 2022, HBL went on TikTok for the first time and continues to grow a
presence for reaching younger and more varied audiences.

Human Resources

True to being a “Bank with a Soul”, HBL undertook a number of initiatives in 2022 to provide support to staff and their
families. As a market and industry first, the Bank announced the extension of its service age to 65 years. This was driven by
a motivation to support employees when they reach the age of 60, but still have the energy and drive to continue at a high
level of performance for some years. This also allows such employees to continue serving our customers and to mentor
younger staff. This leading initiative, which was universally hailed, will benefit hundreds of families. To help employees
cope with the current economic challenges, two Interim ad hoc financial assistance payments were made to middle and
junior management staff. To assist employees with transport costs, interest free motorcycle loans were offered to support
employees’ purchase of their own vehicles and ‘Share Sawari”, an in-house ride sharing app was launched. Rehabilitation
and reconstruction financial assistance was also provided to staff impacted by the floods.

The Bank’s relentless focus on Diversity, Equity and Inclusion bore fruit with the Bank being recognized as the Most
Inclusive Organization in Pakistan by GDEIB of the Centre for Global Inclusion. As part of this assessment, HBL won 15
awards in various categories. During the year, the Waapsi returnship program for experienced women re-entering the
workforce was strengthened with a number of women hired under this program. The Bank ended the year with a diversity
ratio of 21%; our goal is to increase participation by women to a quarter of the workforce by 2025. As part of our push to be
even more inclusive for people with disabilities, several initiatives were undertaken, including specialized training, targeted
hiring, providing grants for assistive devices and launching a specialized internship / work experience program.

Attracting and developing talent remains a cornerstone of the Bank’s strategy. To build a values-based culture and develop
leadership capabilities at all levels, the Leadership Excellence program was launched in partnership with a leading global
leadership development organization. Under this comprehensive program, spread over the next 3 years, over 3,000 leaders
ranging from the Bank’s Executive Committee to the junior-most front-line leader will be trained and developed in line with
HBL's Leadership DNA. In 2022, this program was initiated for the Executive Committee and the General Managers of the
Bank; for the remaining employees, it will be launched in 2023.

To create a strong talent pipeline, while also helping to upgrade the capabilities of the country’s educational institutions,
collaborations were formalized with 15 universities throughout Pakistan to provide customized support to students, faculty
and curriculum depending on institutional needs and HBL'’s objectives. This program will assist students with scholarships
and internships; provide faculty with research opportunities and real-life business projects; and provide universities with
assistance on curriculum development to prepare students with skills required in today’s workplaces.

HBL continues its journey of cultural transformation to have engaged, digitally savvy and customer-centric staff to deliver its
strategy. The Bank’s management trainee and graduate trainee programs, The League remain amongst the most sought-
after in the industry and help to build a high-potential talent bench strength. Additionally, entry-level batch hiring for certain
targeted roles helped to add capacity. As part of capability building, over 500,000 person-hours of training were delivered
to keep employees’ skills updated in line with global best practices and market needs. In pursuit of the Bank’s customer-
centricity goals, customer service and compliance training were at the top of the agenda. As part of the drive to continue
embedding HBL's Values in the organization, 2022 annual performance assessments for all employees also included a
formal evaluation of how well they demonstrated the expected behaviours.

Risk Management Framework

HBL's strategy is underpinned by the proactive management of risk. HBL fosters a strong risk culture through a
comprehensive management of risks, applicable to all levels of the organization with close Board oversight, multi-tier
management supervision, efficient systems and clearly articulated policies and procedures. As part of the governance
structure, the Board Risk Management Committee (BRMC) monitors, assesses and manages the risk profile of the Bank
on an ongoing basis. At senior management level, various risk committees are responsible for oversight and execution,
while day-to-day risk management activities are delegated to different levels.

As the economy came under pressure during the year, time-tested credit management practices, including regular Early
Alert Committee meetings and stress testing, helped to ensure the strength and resilience of the Bank’s credit portfolio.
There was a continued focus on enhancing portfolio monitoring and implementing tools for early identification of risks,
particularly within the SME, Agriculture and Consumer lending portfolios. New credit scorecards were developed for
Consumer and Agriculture and refresher training was provided to credit teams across the country. Risk management
systems continued to evolve to facilitate business growth whilst limiting the effect of any residual risks.

To further develop bench strength and provide structured risk management training, HBL has introduced a comprehensive
modular training program. The objective is to develop a uniform credit risk assessment mindset that is focused on forward-
looking risk drivers, and hence adopt a proactive, rather than a reactive approach based on historical data. The program
has been developed in-house and is being delivered by the Bank’s senior resources.
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Market and liquidity risk indicators are reviewed on a monthly basis by the Market & Liquidity Risk Committee and by ALCO.
A comprehensive structure is in place to ensure that the Bank remains within its tolerance for market risk.

Policies and procedures are in place to govern operational risk management in a systematic and consistent manner. Key
tools such as Risk & Control Self-Assessment (RCSA), Key Risk Indicators and Operational Loss Data Management are
used to gauge the likelihood and severity of operational risk incidents. The Bank’s operational risk profile and fraud risk
assessment are regularly shared with senior management and the BRMC.

The Enterprise Risk Management (ERM) function was a key area of management focus and continued to be strengthened
during the year. ERM is applicable to all functions, which ensures a robust and consistent approach to risk management at
all levels of the organization. The Bank’s ERM Framework, approved by the Board, outlines the high-level risk management
principles and sets out the governance structure, standards, objectives and key responsibilities of different functions.

During 2022 the ERM team created a Bank-wide Integrated Risk and Control Repository (IRCR). The objective of this
repository is to identify, manage, monitor and mitigate all risks and issues in a holistic way across the entire organization.
As part of the implementation of the IRCR, self-testing by the first line of defence is being embedded across the organization.
The ERM function also includes a Model Risk Management arm that aims to provide an independent review and validation
of all models being used in the Bank.

The Compliance function’s role is to strengthen the compliance environment and manage compliance risk across the
institution by enabling the Bank to comply with applicable laws, regulations, guidelines and the Bank’s internal policies
and procedures, including financial crime compliance (FCC) management. HBL places reliance on Compliance Risk
Management (CRM) as a prudent mitigation strategy. Global Compliance, as an independent function, assists senior
management in designing, implementing, and enabling the CRM framework in all relevant jurisdictions in liaison with
businesses. The objective of this framework is to proactively manage regulatory instructions, requirements and expectations
as well as to identify emerging compliance and financial crime risks. HBL's CRM strategy dovetails with the Bank’s strategy
and incorporates industry trends, evolving regulatory requirements and global best practices.

Compliance, in liaison with business, identifies, assesses, monitors, and reports compliance risk through regulatory themed
RCSAs. A comprehensive process of regulatory risk repository management has been implemented for ensuring adequate
design and effectiveness of controls around regulatory requirements. During 2022, a weekly Regulatory Pulse was
introduced as an information and monitoring tool for regulatory risk management and readiness assessment. Accordingly,
enhancements were made to certain policies and procedures to create a more appropriate and enabling compliance
framework.

The current volatile economic environment and the evolving geopolitical and regional situation have resulted in new
emerging regulatory and FCC risks. Accordingly, Compliance instituted continuous engagement with internal customers
through a series of Compliance On the Go roadshows across all regions. This was in addition to the rigorous specialized
engagement sessions and trainings conducted bank-wide. In order to benchmark with global best practices, a validation
and optimization project has been initiated for enhancing the effectiveness of existing transaction monitoring and sanctions
screening systems.

Global Compliance has recently realigned its organizational structure by enhancing compliance monitoring, digital
enablement and innovation in order to seamlessly connect with the businesses whilst enabling the necessary touchpoints
with regulators. The Ethics & Conduct function has also now been integrated within the Compliance function.

The Compliance Committee of Management, chaired by the President, monitors and reviews compliance and conduct related
matters. The Board Compliance & Conduct Committee (BCNCC) supports the Board in overseeing the implementation of
a compliance and conduct culture and provides governance over the implementation of a bank-wide compliance program.
HBL's whistleblowing program is directed at safeguarding the Bank’s integrity and reputation and aims to increase
employee ownership in reporting suspected cases of fraud, corruption, harassment and other infringements of the Bank’s
Code of Conduct. The BCNCC also oversees ethics and conduct related matters including whistle-blowing; any related
investigations are overseen by the Board Audit Committee (BAC) and disciplinary actions are reviewed by the Board
Human Resource & Remuneration Committee. During the year, further efforts were made to spread awareness of the
various communication channels available for employee speak-up.

It is vitally important for HBL to protect its customers and their data from cyberattacks and data breaches. The Bank’s
Information Security function plays a pivotal role in protecting HBL's data assets from both internal and external threats
through the effective management of cybersecurity risk, supported by preventive and detective controls capable of
responding to emerging external threats. The Bank’s 24x7 Security Operations Centre continues to contribute to a robust
security posture through various monitoring, detection, and preventive mechanisms.

Robust authentication and behavioral analytics of customers transacting over digital channels are essential controls in the
prevention of cyber-frauds. A focused effort has helped the Bank to reduce the quantum of such incidents. The Bank also
successfully completed the annual requirement of demonstrating compliance to the SWIFT Customer Security Program as
well as ISO 27001 compliance. An extensive internal awareness campaign was launched to provide training and guidance
on information security related matters and was supplemented by targeted awareness campaigns for customers. The Bank
is committed to strengthening cyber-defenses through the use of automation and modern technologies, including Al and
machine learning, while proactively mitigating against advanced security threats. These security measures allow HBL to
continue offering innovative digital solutions to its clients while ensuring them protection and peace of mind.
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Corporate Social Responsibility (CSR)

HBL makes a concerted effort to operate in ways that enhance the well-being of society, and that emphasize compassion and
sharing, a spirit that we inculcate in our employees as a socially responsible organization. Contributing to the communities
in which we operate is one of the pillars of our strategic agenda. The majority of HBL's giving is done through the HBL
Foundation (HBLF), under strict evaluation criteria to maintain transparency, quality and legitimacy, and to monitor and
measure the impact and sustainability of each grant. The Foundation seeks out organizations that help underserved and
underprivileged communities to navigate a future where at least basic individual needs are met. HBLF completed a decade
of giving in 2021; in 2022, its philanthropic funding was increased to 1.5% of the Bank’s profit after tax.

In 2022, HBL directly contributed Rs 133 million, the bulk of which was on flood rehabilitation efforts in Sindh and Balochistan.
In its immediate response the Bank, in partnership with Jubilee Life Insurance and Jubilee General Insurance, distributed
relief supplies worth Rs 180 million to over 10 communities across both provinces. These included 15,000 ration bags
providing up to 8 million meals, 4,000 mosquito nets, and 3,100 family-sized water-proof tents. The floods accentuated
the problem of access to safe drinking water for which HBLF provided Rs 10 million for the distribution of 2,500 water
filtration kits. HBL partnered with the Government of Pakistan and the National Disaster Management Authority, to disburse
emergency relief funds under the BISP umbrella to 1 million flood affectees. HBL and its staff went above and beyond in the
face of this humanitarian crisis, defying challenges of mobility and approachability to ensure that the impacted population
was helped in any way possible. HBL also contributed Rs 128 million to build 100 prefabricated houses in each of two
villages in the Larkana area.

In 2022, HBL Foundation donated Rs 349 million to 31 organizations operating in the areas of healthcare, education,
community development, arts and culture across Pakistan. Rs 252 million were contributed to the healthcare sector for
lifesaving medical equipment, tertiary healthcare for children, and eye and surgical camps. Amongst others, support was
provided to the Sundas Foundation’s whose Iron Chelation Therapy program will benefit 200 Thalassemia patients a
year, a mobile hospital that benefits 500 people per week in the remotest areas of Punjab, and a pediatric center in PIMS
Islamabad for preventive, emergency, and primary childcare.

The Foundation donated Rs 76 million for the provision of education, technical and vocational programs to students across
Pakistan. In 2022, HBLF also launched Science, Technology, Engineering, Arts and Mathematics (STEAM) scholarships for
girls from underserved communities. 5 scholarships each were given to the National University of Sciences and Technology
and to the Lahore University of Management Sciences.

HBL Foundation also supports interventions related to art, music and culture. All Pakistan Music Conference, a Karachi-
based not-for-profit, was provided a grant for an archiving project called Living Masters that aims to document the art,
journey, and relationships of legendary musicians in Pakistan through interviews and masterclasses.

To ensure the inclusion of a diverse set of communities, Rs 5.5 million were granted for procurement and distribution of
rations to 1,000 Christian, Hindu, Fisherfolk, and Transgender families. These disbursements were carried out with the
support of the Gender Interactive Alliance and Tehrik-e-Niswan and provided these families sufficient food for a month.

HBL encourages a strong spirit of volunteerism amongst its employees through a well-coordinated program that regularly
identifies opportunities to serve. During the year, our staff stepped up to support a diverse range of activities including tree
plantation, clean-up drives, blood camps and donating books and toys to the less fortunate.

Credit Ratings

In June 2022, the Bank’s credit ratings were re-affirmed by VIS Credit Rating Company Limited at AAA/A-1+ for long-term
and short-term respectively. The rating of the TFCs issued as Additional Tier 1 Capital in September 2019 has also been re-
affirmed as AA+. The recently issued Additional Tier 1 Capital TFCs have been rated as AA+. The Outlook on all ratings is
Stable. The ratings incorporate HBL's position as the largest commercial bank in the country and reflect its strong financial
and liquidity profile and systemic importance. VIS also pointed out that HBL’s strategy of enhancing its digital footprint
remains a competitive advantage for the Bank. In October, Moody’s downgraded the sovereign rating from B3 to Caa1, with
a Negative Outlook. It subsequently mirrored this action for the large Pakistan banks, including HBL.

Future Outlook

At the start of 2023, Pakistan faces perhaps the most challenging economic conditions in its history. While the country has
faced serious crises in previous eras, the current situation is complicated by the sheer magnitude of the fiscal and monetary
challenges. Structural shortcomings that have built up over several decades have finally come home to roost, resulting in
an import-dependent economy which has continued to pile pressure on the external account and resulted in downgrades
of Pakistan’s sovereign ratings.

The impact of these factors has been compounded by the aftermath of the Covid pandemic and the Russian invasion of
Ukraine. The combination of these two events have led to an upheaval in global supply chains and the concomitant rise of
high and persistent inflationary pressures across the globe; a large-scale reduction in risk appetite on frontier markets such
as Pakistan; and a realignment of geopolitical preferences. The low level of foreign exchange reserves has led to a de-facto
rationing, resulting in supply bottlenecks across the economy, now even affecting exports. Companies are responding by
cutting production and announcing layoffs, which will further depress demand and affect lives and livelihoods, all against a
backdrop of entrenched inflation at levels not seen for nearly half a century.
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It is quite clear that the only pathway out of this situation is to rapidly conclude the 9th review of the EFF and seek a
continuation of the IMF programme. A Staff Level Agreement with the Fund is now an existential necessity, and must be
pursued with single-minded urgency. The government has belatedly agreed to many of the major conditionalities required
by the Fund, including concessions on revenues (mostly indirect), and a reversion to a floating exchange rate regime. A
resolution is likely to be accompanied by difficult social and political conditions, although we should see a gradual return
of investor appetite, leading to a near-normalization of conditions over the next 12 — 18 months. Policymakers must now
tread a sensible path towards meaningful structural reform and a way out of the current predicament.

HBL has successfully navigated the plethora of headwinds it has faced during the year. Successive record quarters have
led to another record year with leadership positions further entrenched across most areas of our operations; results from the
strong domestic franchise have been boosted by the international business also now delivering operating profitability. For
the second year in a row, our achievements were recognised through our winning Pakistan’s most prestigious award, The
Best Bank in Pakistan, at the IBP Banking Awards; at the same time HBL Microfinance won the elusive Best Microfinance
Bank in Pakistan, a testament to its progress and the difference it has made in peoples’ lives. Our Transaction Banking
business has won a number of awards; the fact that these are based on client feedback makes them even more meaningful.
We dedicate these results to our customers, many of whom have banked with us across generations and who are at the
heart of all we do.

HBL'’s investments in technology over many years are coming to fruition; the more virtual way of life, originally forced upon
the world by the pandemic, is now seen by customers as a means of accessibility and convenience. Increasing digitalization
of our businesses has become a way of life for HBL, whether it be paperless consumer financing, remote digital account
opening or gamified hiring and training. This year, we have again introduced a slew of innovative products that have
revolutionized the digital banking space: WhatsApp banking, Tokenization, Mobile POS enablement and Pakistan’s first
Islamic branchless banking proposition. From HBL Mobile to Konnect, e-commerce to QR payments, HBL continues to set
benchmarks in customer uptake and usage, embedding its position as a technology company with a banking license — one
that is shaping the digital landscape in the country.

HBL is an integral part of the nation’s fabric — as Pakistan’s premier financial institution, HBL keeps stepping up in every
sphere to support the country. We remain obsessed with providing thought leadership across the full spectrum of the
economy, working with the Government under a public-private partnership model. Our pioneering interventions in agriculture
have had a dramatic impact on the lives of farmers and going forward we will scale this up even more rapidly. Our role in
helping Pakistan exit the FATF grey list has been publicly acknowledged and lauded and we remain the go-to organisation
in the country for disaster relief. In 2022, we extended our founding support to HBLPSL to a full decade — an event that has
helped put Pakistan back on the map of world cricket and brought untold joy to tens of millions of Pakistanis. HBL continues
to patronise the arts and artists, bring art into the public space and providing people from all walks of life opportunities to
enjoy and appreciate art.

HBL continues to take bold initiatives to tackle the world’s most important issue — climate change — by continually raising
the bar, even at the cost of foregoing business. Our ambition of achieving Net Zero by 2030 is our stake in the ground in
pursuit of environmental commitments. We remain relentlessly focused on financial inclusion in all its aspects — inclusion
of women through HBL Nisa and our own gender diversity targets; inclusion of the underserved through Konnect and
microfinance; inclusion of the differently-abled through targeted hiring and facilities at our touchpoints; and inclusion of
millennials through digital banking — to ensure a brighter future for Pakistan and Pakistanis. Among our most cherished
recognition of all is having been named as The Most Inclusive Organization in Pakistan.

Dividend

The Board has recommended a final cash dividend of Rs 1.50 per share for the year ended December 31, 2022, bringing
the total cash dividend for the year to Rs 6.75 per share. The Board had earlier declared and paid interim cash dividends
of Rs 5.25 per share.

Meetings of the Board

Board Meeting

Meetings held

. Attendance
during tenure

Mr. Sultan Ali Allana

Mr Khaleel Ahmed

Mr. Shaffiq Dharamshi
Mr. Moez Ahamed Jamal
Ms. Saba Kamal

Mr. Salim Raza

Dr. Najeeb Samie
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Mr. Muhammad Aurangzeb
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Meetings of Board Committees

Board Audit Committee Board %iSK M?nagement Bo:::l HRZ%?J?IeRr:i%LrIIme Board Complian_c ed
ommittee . Conduct Committee
Committee
Meetings Meetings Meetings Meetings
held during | Attendance | held during | Attendance | held during | Attendance | held during | Attendance
tenure tenure tenure tenure
Mr. Sultan Ali Allana N/A N/A N/A N/A 6 6 N/A N/A
Mr. Khaleel Ahmed 8 8 N/A N/A 6 6 8 8
Mr. Shaffiq Dharamshi N/A N/A 6 6 6 6 8 8
Mr. Moez Ahamed Jamal 8 8 N/A N/A N/A N/A 8 8
Ms. Saba Kamal N/A N/A N/A N/A N/A N/A N/A N/A
Mr. Salim Raza N/A N/A 6 6 N/A N/A N/A N/A
Dr. Najeeb Samie 8 8 N/A N/A 6 6 N/A N/A
Mr. Muhammad Aurangzeb N/A N/A 6 6 N/A N/A N/A N/A
Board Oversight
Board Development Board Nomination & Board IT Committee Committee —
Finance Committee Remuneration Committee International
Governance*
Meetings Meetings Meetings Meetings
held during | Attendance | held during | Attendance | held during | Attendance | held during | Attendance
tenure tenure tenure tenure
Mr. Sultan Ali Allana N/A N/A N/A N/A N/A N/A 2 2
Mr. Khaleel Ahmed 4 4 N/A N/A N/A N/A N/A N/A
Mr. Shaffiq Dharamshi N/A N/A 4 4 N/A N/A N/A N/A
Mr. Moez Ahamed Jamal N/A N/A 4 4 4 4 N/A N/A
Ms. Saba Kamal 4 4 N/A N/A 4 4 N/A N/A
Mr. Salim Raza 4 4 4 4 4 4 N/A N/A
Dr. Najeeb Samie N/A N/A 4 4 N/A N/A 2 2
Mr. Muhammad Aurangzeb 4 4 N/A N/A N/A N/A 2 2

* The Board of Directors, in its 243" Meeting held on September 22, 2022, dissolved the Board Oversight Committee for International
Governance (BOC-IG), and formed a new Committee namely the Board Strategy Input & Monitoring Committee (BSIMC) to assist the Board
in discharging its oversight duties with respect to the development, monitoring and implementation of the Bank’s strategy. No meeting of
the BSIMC was held in 2022.

Meetings of the Shariah Board

Shariah Board Meeting
Meetings held during Attendance
tenure
Dr. Muhammad Zubair Usmani (Chairman) 4 4
Dr Ejaz Ahmed Samadani (Member) 4 4
Mufti Muhammad Yahya Asim (Resident Shariah Board Member) 4 4

Auditors

The current auditors, Messrs. KPMG Taseer Hadi & Co., Chartered Accountants, retire and, being eligible, offer themselves
for reappointment at the Annual General Meeting. Accordingly, the Board of Directors, on the recommendation of the Board
Audit Committee, recommends the appointment of Messrs. KPMG Taseer Hadi & Co., Chartered Accountants, as the
auditors of the Bank for the financial year 2023 at a fee of Rs 41.899 million with out of pocket expenses and taxes to be
paid at actuals.
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Statement on Corporate and Financial Reporting

The Board is committed to ensuring that the requirements of corporate governance set by the Securities and Exchange
Commission of Pakistan are fully met and the Directors are pleased to report that:

a) The financial statements prepared by the management of the Bank present a true and fair view of the state of
its affairs, operational results, cash flows and changes in equity.

b)  Proper books of accounts of the Bank have been maintained.

c) Accounting policies have been consistently applied in the preparation of financial statements and accounting
estimates are based on reasonable and prudent judgment.

d) The Bank has followed International Financial Reporting Standards (as applicable to Banks in Pakistan) in the
preparation of its financial statements and there is no departure from the said standards.

e) As a continuous process, efforts have been made to implement an adequate and effective internal control
system. HBL follows the SBP Internal Control Guidelines, including the roadmap and the guidelines for Internal
Controls over Financial Reporting (ICFR). The Bank has developed a Framework for the management of ICFR.

f) There are no doubts about the Bank’s ability to continue as a going concern.

g) There has been no material departure from the best practices of corporate governance as detailed in the Listed
Companies (Code of Corporate Governance) Regulations (the Code).

h)  Key operating and financial data for the last six years is presented in the financial statements under the section
“Growth 2017 to 2022 — Consolidated”.

i) The Directors, CEO, CFO and Company Secretary have confirmed that neither they nor their spouses are
engaged in the business of stock brokerage.

j) Audit, Human Resource and Remuneration, Risk Management, IT, Compliance and Conduct, Development
Finance, Board Oversight for International Governance, and Nomination & Remuneration Committees
constituted by the Board are functioning efficiently in accordance with their Terms of Reference. In September
2022, the Board Oversight Committee for International Governance was replaced with the Board Strategy
Input & Monitoring Committee, described more fully below. The Board has held nine (9) meetings in the year,
including at least once in every quarter.

The Board is pleased to endorse the statement made by the management relating to Internal Controls. The Statement of
Internal Control, the Statement of Compliance with the Code, the Review Report on Statement of Compliance with the
Code and the Auditors’ Reports are attached to the Financial Statements.

Value of Investments in Employee Retirement Benefits Funds

The table below shows the value of the investments of the provident, pension, gratuity and benevolent funds maintained
by the Bank, based on their audited financial statements as at December 31, 2022.

Rupees in million
Employees’ Provident Fund 3,718
Employees’ Pension Fund 3,175
Employees’ Gratuity Fund 2,609
Employees’ Benevolent Fund — Executives and Officers 1,874
Employees’ Benevolent Fund — Clerical and Non-Clerical 579

Pattern of Shareholding

The pattern of shareholding as at December 31, 2022 and the trading in the Bank’s shares by Executives, as defined by the
Board of Directors under the Code, is given in the Annual Report under the requirements of the Code.

Parent Company

As disclosed in Note 1.1 of the financial statements, the Aga Khan Fund for Economic Development (AKFED) S.A., is the
parent company of the Bank and its registered office is in Geneva, Switzerland.

Training programs attended by Directors

All Directors have either obtained required certification from an SECP approved Directors’ Training program and/or stand
exempted from such training, in accordance with the Regulations.
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In 2022, the Board attended three training sessions: Ethics & Integrity; the spectrum of Islamic Finance, both local and
global; and the latest AML/CFT trends based on safeguarding financial integrity in the global landscape. These sessions
were conducted by well-recognized external experts.

Board Performance Evaluation

HBL's Board has opted for an external annual evaluation of the Board and its Committees, which was carried out by the
Pakistan Institute for Corporate Governance (PICG) in 2022. The evaluation assessed performance both as a Board as
well as at the individual Director level, and covered Board Composition, Strategic Planning, Board & CEO Effectiveness,
Board Information, Board Committees, Board Procedures and the Control Environment.

Process of Appointment and Nomination of Board members:

Directors are elected to a 3-year term by the shareholders of the Bank. Any casual vacancies are filled by the Board
of Directors in line with the Bank’s Articles of Association and in compliance with applicable laws and regulations. The
nomination of Board members is undertaken by the Board Nomination and Remuneration Committee (BNRC). This can
arise either in case of a casual vacancy or where specific requirements are introduced by regulators. Once a potential
candidate is identified, the Committee, having undertaken its due diligence, submits a recommendation for the Board’s
approval. All Directors are approved by the SBP in line with its Fit and Proper Test (FPT) criteria; further, the Independent
Directors meet the additional requirements for independence as specified in the SBP’s Corporate Governance Regulatory
Framework.

Composition of the Board and Board Committees

The composition of the Board and details of Board Committees are given in the Statement of Compliance with the Code
of Corporate Governance.

The Board has the following committees for providing support in strategic direction and enhanced oversight. The board
committees function as per their respective Terms of Reference (TORs) approved by the Board. A brief description of the
functions of each sub-committee, is as follows:

Board Audit Committee (BAC): The BAC facilitates the Board in setting the ‘tone at the top’ for a strong and effective system
of internal controls. The Committee reviews the adequacy and effectiveness of the Bank’s internal control environment,
including financial and operational controls, accounting systems, and reporting structure. The Committee provides oversight
of the Bank’s Internal Audit function; approves and monitors the progress of the risk-based annual audit plan; and ensures
that the Internal Audit Function has adequate resources and is appropriately placed within the organization structure
to maintain its independence. The BAC also reviews the Group’s financial statements and associated matters before
recommending them to the Board for approval; as part of this process, the Committee also interacts with the External
Auditors of the Bank and recommends the appointment, both of the statutory auditors, as well as the auditors of overseas
branches, to the Board. The BAC is also responsible for monitoring the implementation of new accounting standards; in
particular, the Board has designated the BAC as the committee responsible for oversight of the implementation of IFRS 9
in HBL. For areas that are under its purview, the BAC recommends policies to the Board for approval.

Board Risk Management Committee (BRMC): The Committee is responsible for oversight and advice to the Board on
risk related matters, including governance, with respect to the Bank’s risk appetite and internal control systems. The BRMC
also ensures the structure and completeness of the Bank’s internal risk framework in relation to the risk profile, design of
systems of controls and the development and maintenance of an independent, supportive and proactive risk management
culture. The Committee also takes a forward-looking approach to ensure that evolving risks are identified and mitigated.

Board Human Resource and Remuneration Committee (BHRRC): The Committee recommends key Human Resources
and Remuneration policies including major terms of employment and benefits, performance management and compensation
plans for all key executives and other staff members of the Bank. It also reviews and recommends the people strategy,
policies for staff training, career development, talent management and succession planning in line with relevant regulatory
requirements and best practices.

Board Compliance & Conduct Committee (BCNCC): The BCNCC supports the Board in overseeing the implementation
of a compliance and conduct culture and provides governance over the implementation of a bank-wide compliance
program. It also monitors the Compliance function’s mandate and ensures its capabilities to effectively manage the Bank’s
compliance risks. The Committee reviews inspection reports from domestic and international regulatory authorities including
time-bound management action plans to address identified issues. In order to enhance the overall conduct environment,
the BCNCC also oversees ethics and conduct related matters.

Board Development Finance Committee (BDFC): The Committee was constituted with the vision of transforming HBL
into a “Bank with a Soul”, adding perspective to Pakistan’s economic, demographic and sociographic realities. lts goal is
to help HBL unleash its true potential, given the opportunities available, particularly in financially excluded, underserved
and unserved segments. Through this Committee, the Bank furthers the agenda of sustainability, development, and green
banking. The BDFC provides strategic input on initiatives for improving financial inclusion, especially through the use of
affordable technology; access to financial services; and awareness creation in priority sectors and the communities that
the Bank serves.
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Board IT Committee (BITC): The Board IT Committee reviews, evaluates and makes recommendations to the Board
regarding the Bank’s major technology investment plans and strategies. The Committee also reviews the benefits and
returns derived from technology spend. The BITC focuses on digital initiatives that can help customer centricity, reduce
costs and enhance revenues, and provides guidelines on engaging with Fintechs and using Cloud services. Additionally,
the Committee ensures that effective oversight is provided to the Information Security function of the Bank and that the
Information Security posture is aligned with the Bank’s risk appetite.

Board Nomination & Remuneration Committee (BNRC): The Committee assists the Board in identifying an appropriate
structure, size and balance of skills on the Board as deemed necessary to support the strategic objectives and values of
HBL for sustainable growth. The BNRC also recommends to the Board, the remuneration arrangements for Directors in
line with the regulatory framework.

Board Oversight Committee — International Governance (BOC-IG): The Committee terms of reference included
providing oversight of governance of overseas business operations, including subsidiaries, in accordance with the SBP’s
Governance Framework for Banks’ Overseas Operations. This committee was dissolved by the Board in September 2022,
and replaced with the Board Strategy Input & Monitoring Committee described below.

Board Strategy Input and Monitoring Committee: This Committee has been constituted to oversee the Bank’s strategy
and monitor its implementation. It shall support the Board in conducting structured and holistic reviews of the business,
financial and operational performance of the Bank. It shall provide strategic advice and integrated insights on the evolving
operating landscape considering evolving trends, competition and market developments such that the Bank is positioned
appropriately to harness opportunities emerging at present and in the future. The Committee shall also monitor Bank’s
progress against its strategic plan along with other initiatives that enable HBL to gain regional relevance in its strategically
important locations.

Appointment and Composition of the Shariah Board

To appoint a Shariah scholar, the management first conducts the screening of the proposed Shariah Board member in line
with the SBP’s Fit and Proper Criteria (FAPC). This is then forwarded to HBL's Board of Directors for approval, after which
it is submitted to the SBP along with the filled FAPC form and Board approval and other supporting documents. After receipt
of SBP’s clearance, the management engages the Shariah Board member, executes the contract and informs SBP. Each
Shariah Board Member is dedicated to only one commercial bank in Pakistan.

HBL'’s Shariah Board comprises of three members

Dr. Muhammad Zubair Usmani is amongst the most experienced Shariah Board Members and serves as Chairman of the
Shariah Board. He completed his Takhassus fil Iftaa (Islamic Jurisprudence) and Shahdat ul Aalimiyah from Jamia Dar ul
Uloom, Karachi. He holds a PhD in Islamic Finance from the University of Karachi and a Masters degree in International
Relations. He has been associated with the banking and financial services industry since 1999 and has provided Shariah
Advisory services to various financial institutions locally and globally. He has also served as a member of the Shariah Board
of the State Bank of Pakistan and as Chairman of the Shariah Boards of United Bank Limited and Habib Metropolitan Bank
Limited.

Dr. Ejaz Ahmed Samadani is an eminent Shariah scholar. He received his religious qualifications of Takhassus fil Iftaa
(Islamic Jurisprudence) and Shahdat ul Aalimiyah from Jamia Dar ul Uloom, Karachi. He holds a PhD in Islamic Studies
from Karachi University, a Masters degree in Islamic Studies from Bahauddin Zakariya University and an LLB from Sindh
Muslim Government College. He has been associated with the banking and the financial services industry since 2004 and
has provided Shariah Advisory services to various financial institutions locally and globally. He also serves as Chairman,
Shariah Board of Maldives Islamic Bank and Member, Shariah Supervisory Board of MCB-Arif Habib Alhamra Islamic
Funds. He has also served as Member, Shariah Board of United Bank Limited, The Bank of Punjab and as Shariah advisor
of Alfalah GHP Islamic Fund.

Mufti Muhammad Yahya Asim received his religious qualifications of Takhassus fil Iftaa (Islamic Jurisprudence) and
Shahdat ul Aalimiyah from Jamia Dar ul Uloom, Karachi. He also holds a Masters degree in International Relations,
Arabic and Islamic Studies. Currently, he is pursuing a PhD from the University of Karachi. He has been associated with
Islamic Banking and the financial services industry since 2004 and has provided Shariah Advisory services to HBL, Habib
Metropolitan Bank, Atlas Asset Management, HBL Asset Management and TPL Window Takaful. He has been associated
with HBL since 2008 and currently serves as the Resident Shariah Board Member of the HBL Shariah Board.

The Terms of Reference of the Shariah Board (SB) are in accordance with the Shariah Governance Framework issued by
the SBP. These include, inter alia, the following:

. The SB is empowered to consider, decide and supervise all Shariah related matters of HBL. All decisions,
rulings, fatawas of the SB shall be binding on the Bank whereas the SB shall be responsible and accountable
for all its Shariah-related decisions.

. The SB shall ensure the development of a comprehensive Shariah compliance framework for all areas of

operations of HBL Islamic Banking. All products or services to be offered by HBL Islamic Banking shall have
prior approval of the SB.
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. The SB shall approve all procedure manuals, product programs/structures, process flows, related agreements,
marketing advertisements, sales illustrations and brochures so that they are in conformity with the rules and
principles of Shariah.

Compensation of Directors

The shareholders of the Bank approved the Board Remuneration policy at the Annual General Meeting held on March 30,
2020. Under this policy, the Directors’ fee for attending Board and Committee meetings is Rs. 600,000 per meeting. The
policy also provides travel and daily allowance entitiements for Non-Executive Directors for business related travel.

The details of the remuneration of the CEO and fees paid to the Directors are disclosed in Notes 39.1 and 39.2 to the
consolidated financial statements.

Compensation of Shariah Board Members

The Head, Islamic Banking recommends the compensation of Shariah Board members, based on industry practice, to
the President. After approval of the President, it is forwarded to the Head HR for recommendation to the Board Human
Resource and Remuneration Committee. The Committee reviews and recommends the compensation of Shariah Board
members to the Board of Directors for approval.

The current monthly remuneration of Shariah Board members, as approved by the Board of Directors, is Rs. 950,000, Rs.
900,000 and Rs. 800,000 for the Chairman, Shariah Board, Member Shariah Board and Resident Shariah Board Member,
respectively. The Resident Shariah Board Member is also entitled to a car allowance.

As per their contracts of employment, The Shariah Board members are entitled to travel allowance and daily allowance as
per the Bank’s Travel Policy.

The details of remuneration paid to Shariah Board Members are disclosed in Note 39.3 to the consolidated financial
statements.

Appreciation and Acknowledgement

On behalf of the Board and management, we would like to place on record our appreciation for the efforts of our regulators
and the Government of Pakistan, in particular the State Bank of Pakistan, the Ministry of Finance and the Securities and
Exchange Commission of Pakistan. In these unprecedented times, they have stepped up with policies and measures that
are prudent, proactive and balanced, protecting the economy, customers and people of Pakistan, while also safeguarding
the integrity and soundness of the banking and financial services industry.

We are indebted to our customers, many of whom have banked with us for generations, and who continue to entrust us with
their business and confidence. Our shareholders have provided steadfast support and to them, and to all our stakeholders,
we are deeply grateful. The Board and the management remain committed to maintaining the highest standards of
governance and we assure our stakeholders that we will be industry leaders in this area.

Lastly, but certainly not the least, we express our deepest appreciation and gratitude to our employees and their families,
especially in customer facing units and branches, who continually go the extra mile, even at personal cost, to ensure
that our customers are able to meet their critical needs. They are our heroes and heroines and we salute them for their
dedication and tireless efforts.

On behalf of the Board

Muhammad Aurangzeb Moez Ahamed Jamal
President & Chief Executive Officer Director

February 24, 2023
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GROWTH AT A GLANCE -

2017 TO 2022 (CONSOLIDATED)

2017 2018 2019 2020 2021 2022

Investments 1,374,816 1,390,052 1,379,607 1,948,577 1,948,956

Advances 851,502 1,080,440 1,166,957 1,223,510 1,507,047

~Total Assets 2,696,218 3,025,853 3,227,132 3,849,063 4,317,468
Total Deposits N 1,098,935 2,137,293 2,437,597 2,830,371 3,381,998 3,469,342
Borrowings 397,803 523,319 382,206 544,108 436,258 583,771
Total EQuity 188,751 199,252 224,752 265,495 283,686 285,022
Net Interest Income 81,833 81,676 101,323 130,104 131,419 165,563
Non Fund Income 34,116 19,895 24,162 30,595 36,311 46,732
Total Revenue 115,949 101,571 125,485 160,699 167,730 212,294
Total Expenditure 62,371 74,978 93,290 95,449 97,615 126,783
Operating Profit 53,578 26,593 32,195 65,250 70,115 85,512
Provisions N 374 5,009 3,314 12,220 8,087 8,482
Extraordinary and unusual item 23,717 - - - - -
Profit before taxation 29,487 21,585 28,881 53,031 62,028 77,030
Profit after taxaton 8,848 12,441 15,500 30,913 35,507 34,398
Return on average assets (RoA) 0.3% 0.4% 0.5% 0.9% 0.9% 0.8%
Return on average equity (RoE) 5.2% 71% 8.1% 14.4% 14.7% 12.7%
Cost:Incomerato 52.9% 76.2% 73.5% 58.5% 57.1% 58.8%
NFI: Gross revenue 29.4% 19.6% 19.3% 19.0% 21.6% 22.0%
Advances to deposits ratio 42.6% 50.6% 47.9% 43.2% 44.6% 51.4%
Investment to deposits ratio 68.8% 65.0% 56.6% 68.8% 57.6% 56.2%
NPLs to Gross Advances 8.2% 7.0% 6.6% 6.3% 51% 4.8%
Net NPLs to Net Advances 1.1% 1.1% 0.8% 0.9% 0.5% 0.7%
Coverage - Specific 87.6% 84.7% 88.7% 86.3% 90.1% 86.1%
Coverage - Total 91.6% 89.1% 93.2% 99.7% 103.7% 101.4%
Current deposits mix 36.7% 38.0% 36.0% 35.2% 34.6% 40.3%
Earnings per share 5.8 8.2 10.5 211 23.9 23.2
Cash dividend per share 8.0 4.3 5.0 4.3 7.5 6.8
Dividend yield 3.4% 2.5% 3.8% 3.3% 6.0% 7.2%
Dividend payout ratio 138.2% 51.7% 47.8% 20.2% 31.4% 29.1%
Breakup value per share 128.7 135.8 153.2 181.0 193.4 194.3
Market value per share - as at 167.1 120.5 157.4 132.3 116.6 63.7
High during the year 314.0 229.7 168.4 176.5 143.2 124.7
Low during the year 148.3 117.3 102.0 93.0 107.8 59.9
Market Capitalisation (Rs Bn) 2451 176.7 230.9 194.0 171.1 93.5
Price to book value ratio (times) 1.3 0.9 1.0 0.7 0.6 0.3
Price to earning ratio (times) 40.3 20.7 12.5 6.1 5.2 41
Deposits 14.3% 13.9% 13.9% 14.0% 14.1% 13.0%
Advances 11.6% 12.2% 12.4% 12.5% 12.4% 12.6%
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GROWTHATAGLANCE-2017T0 2022 (CONSOLIDATED)

2020

2021

Trade (Rs M)

Import volume 474,087 472,856 573,174 710,111 1,205,703 1,984,960
Export volume 359,274 348,095 488,692 509,652 784,566 1,471,653
CET1 to RWA 12.0% 12.0% 11.5% 12.6% 11.5% 10.8%
Tier-1 to RWA 12.0% 12.0% 12.5% 13.5% 12.3% 11.8%
Total capital to RWA 16.0% 16.2% 15.4% 17.2% 15.6% 14.8%
RWA to Total Assets 43.1% 39.0% 39.4% 35.8% 38.7% 40.6%
No. of Branches 1,751 1,743 1,712 1,697 1,685 1,746
No. of ATMs 2,007 2,139 2,136 2,157 2,180 2,268
No. of branchless banking agents 27,000 37,503 52,579 48,038 66,800 61,618
No. of POS terminals 18,015 21,024 25,340 30,459 39,272 46,151
No. of QR codes - - 31,055 35,320 55,287 52,830
No. of customers (In million) 12.7 15.4 19.6 22.3 26.9 334
Women customers (% of total) 30% 32% 34% 37% 40% 48%
No. of Mobile & Internet Banking

subscribers (‘000) 711 773 1,154 1,782 2,490 3,234
No. of debit cards ('000) 4,636 5,168 5,516 5,860 6,223 6,573
No. of credit cards ('000) 142 162 193 224 229 268
No. of permanent employees 18,085 20,093 21,005 20,795 21,703 21,632
Gender Diversity 14.8% 15.7% 16.7% 18.2% 19.2% 20.7%
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ANNUAL STATEMENT ON INTERNAL
CONTROLS 2022

A strong internal control system consists of a comprehensive framework along with robust processes, effective
communication and a resilient monitoring mechanism, all designed to work in tandem to identify and timely
mitigate the risk of not meeting the objectives of the Bank. It is the responsibility of the Bank’s management to
establish an internal control system that facilitates effective and efficient operations in a well-controlled
environment.

The management of the Bank has implemented an internal controls system, approved by the Board of Directors
(BoD), to achieve effective and efficient operations, comply with applicable laws and regulations and ensure the
reliability of financial reporting. However, even a well-designed system of internal controls has inherent limitations
and therefore can only provide reasonable but not absolute assurance regarding the effectiveness of controls.
Internal controls also require continuous review and improvement to align them with the evolving environment
and safeguard against emerging risks. The Bank increasingly relies on the use of technology, including Robotics
Process Automation, to improve operating efficiencies, increase scalability and further strengthen the control
environment.

The Bank’s internal control structure comprises of different levels of monitoring activities. The Bank follows the
“three lines of defense” model, with the first line comprising of front office, customer-facing and enabling
functions, the second line being Compliance, Risk and other control functions and the third line of defense being
Internal Audit.

The first line’s role is to ensure that business risks are properly identified and mitigated, while ensuring that
controls are operating effectively and corrective actions are implemented promptly. The Bank’s control functions,
i.e. the second line, are responsible for conducting end-to-end reviews of processes, to identify gaps and ensure
that timely remedial action is taken for their rectification. The second line, as part of its governance responsibilities,
also sets policies and defines risk tolerance levels.

The Compliance function’s role is to strengthen the compliance environment and manage compliance risk
across the institution by enabling the Bank to comply with applicable laws, regulations, guidelines and the
Bank’s internal policies and procedures. Compliance is responsible for advising on, and overseeing, the
implementation of regulatory requirements and related policies, including financial crime compliance
management. Accordingly, Compliance in liaison with the business, identifies, assesses, monitors and reports
compliance risk through regulatory themed Risk & Control Self-Assessments (RCSAs). A comprehensive
regulatory repository management process has been implemented for ensuring the adequate design and
effectiveness of controls around regulatory requirements.

A Shariah Board (SB), established by the BoD, ensures a strong governance framework around the Bank’s
Islamic Banking business. The Shariah Compliance Department within the Compliance function works under
the direct supervision of the SB and conducts Shariah reviews on a sample basis, to monitor compliance with
the SB guidelines and Shariah standards adopted by the SBP.

Risk Management is responsible for the development and implementation of risk-related policies and for
monitoring the risks associated with various activities of the Bank. During the year, the Enterprise Risk
Management function has created a centralized repository of all risks and controls. This repository is being used
by the Bank to evaluate the operating effectiveness of controls, identify exceptions and report them at an
appropriate level, thus enhancing the control environment. The Management Risk Committee, along with the
Board Risk Management Committee, provides strategic guidance as per the Risk Management Framework.

The Compliance Committee and the Controls Committee (CC), both chaired by the President, monitor, review
and provide oversight on regulatory and control related matters at the franchise level, to ensure that control
observations and emerging risks are highlighted appropriately. For known gaps, remediation plans are reviewed
and monitored by the respective committee to ensure that these gaps are addressed in a timely and effective
manner. The Board Compliance & Conduct Committee (BCNCC) supports the Board in overseeing the
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implementation of a compliance and conduct culture and provides governance over the implementation of a
bank-wide compliance program. It also monitors the Compliance function’s mandate and ensures its capabilities
to effectively manage the Bank’s compliance risks. The BCNCC reviews inspection reports from domestic and
international regulatory authorities including time-bound management action plans to address identified issues.

Internal Audit, as the third line of defense, has unrestricted access to the Board Audit Committee (BAC) and
provides independent assurance by conducting risk-based audits of activities and processes to evaluate the
adequacy and effectiveness of the control environment. The annual internal audit plan for the Bank, including
Shariah operations, is approved by the BAC, which monitors its progress and implementation. All significant
findings of Internal and External Audit, with agreed management action plans and timelines, are reported to the
BAC. Internal Audit tracks closure of all findings through validation of these agreed management actions and the
status is regularly reported at the CC and the BAC. The BAC oversees the implementation of internal controls
to ensure that any identified risks are mitigated to safeguard the interest of the Bank. The Bank complies with
the SBP’s guidelines on the Internal Audit function.

The Bank also follows the SBP’s instructions on Internal Controls over Financial Reporting (ICFR) and has
documented a comprehensive ICFR Framework. The Bank’s External Auditors are engaged annually to provide
a Long Form Report (LFR) on ICFR, which is presented to the BAC, along with the progress on rectification of
identified issues. The Bank has conducted testing of financial reporting controls to ensure the effectiveness of
ICFR throughout the year. All the deficiencies identified are procedural and are not expected to have a material
impact on financial reporting.

Based on the results achieved from the ongoing testing of internal controls, and from audits conducted during
the year 2022, management considers that the Bank’s existing system of internal controls, including ICFR, is
adequate and has been effectively implemented and monitored. The management continues to identify areas
for process improvement and strengthening of the Bank’s internal control system.

The Board of Directors has duly endorsed management’s evaluation of internal controls, including ICFR, in the
Directors’ Report.

Rayomond Kotwal Armughan Ahmed Kausar Muhammad Farhanullah Khan
Chief Financial Officer Chief Compliance Officer Chief Internal Auditor
Sagheer Mufti Tariq Masaud

Chief Operating Officer Chief Risk Officer
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INDEPENDENT AUDITOR’S REVIEW REPORT

To the members of Habib Bank Limited

Review Report on Statement of Compliance contained in Listed
Companies (Code of Corporate Governance) Regulations, 2019

We have reviewed the enclosed Statement of Compliance with the Listed Companies (Code of Corporate
Governance) Regulations, 2019 (“the Regulations”) prepared by the Board of Directors of Habib Bank Limited
(“the Bank”) for the year ended December 31, 2022 in accordance with the requirements of regulation 36 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 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.

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. 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.

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 requirements
contained in the Regulations as applicable to the Bank for the year ended December 31, 2022.

KPMG Taseer Hadi & Co.
Chartered Accountants

Karachi

Engagement Partner: Amyn Pirani

Date: March 6, 2023

UDIN: CR202210201UA4kVgTLp
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STATEMENT OF COMPLIANCE

with Listed Companies (Code of Corporate Governance) Regulations, 2019
For the year ended December 31, 2022

Habib Bank Limited (hereinafter referred to as ‘the Bank’) has complied with the requirements of the Listed
Companies (Code of Corporate Governance) Regulations, 2019 (“the Regulations”) for the year ended December
31, 2022 in the following manner:

1. The total number of Directors is 8 as shown in the following table:

Category Number of Directors
a. | Male Director* 7
b. | Female Director 1

* including the President & CEO, who is an Executive Director.

2. The composition of the Board of Directors is as follows:

Categories Names of Directors

Independent Directors 1- Mr. Salim Raza
2- Ms. Saba Kamal
3- Mr. Khaleel Ahmed

Non-executive Directors 4- Mr. Sultan Ali Allana

5- Mr. Shaffiq Dharamshi
6- Mr. Moez Ahamed Jamal
7- Dr. Najeeb Samie

Executive Director 8- Mr. Muhammad Aurangzeb

3. The Directors have confirmed that none of them is serving as a Director on more than seven (7) listed
companies, including the Bank.

4. The Bank has prepared a ‘Code of Conduct’ and has ensured that appropriate steps have been taken to
disseminate it throughout the Bank along with its supporting policies and procedures.

5. The Board has approved a Vision / Mission statement, overall corporate strategy and significant policies of
the Bank. The Board has ensured that complete record of particulars of the significant policies along with
their date of approval or updating is maintained by the Bank.

6. All the powers of the Board have been duly exercised and decisions on relevant matters have been taken
by the Board / shareholders as empowered by the relevant provisions of the Companies Act, 2017 (“the
Act”) and the Regulations.

7. The meetings of the Board of directors were presided over by the Chairman of the Board and the Board
has complied with the requirements of the Act and the Regulations with respect to frequency, recording and
circulating minutes of meetings of the Board.

8. The Board have a formal policy and transparent procedures for remuneration of directors in accordance
with the Act and the Regulations of SECP and SBP.

9. All Directors have either obtained required certification of SECP approved Directors’ Training Programs
(DTP) and/or stand exempted from such training, in accordance with the Regulations.

10. The Board has approved appointment of the Chief Financial Officer, the Company Secretary and the Head

of Internal Audit, including their remuneration and terms and conditions of employment and complied with
the relevant requirements of the Regulations.
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1.

12.

13.

The Chief Financial Officer and the Chief Executive Officer duly endorsed the financial statements before
the approval of the Board.

The Board has the following committees as of December 31, 2022 comprising of the members listed
against each committee:

Name of Committee

a)

b)

c)

d)

g)

h)

Board Audit Committee (BAC)

Board Compliance and Conduct Committee (BCNC)

Board Development Finance Committee (BDFC)

Board Human Resource & Remuneration
Committee (BHR&RC)

Board IT Committee (BITC)

Board Oversight Committee — International

Governance (BOC-IG)*

Board Risk Management Committee (BRMC)

Board Nomination and Remuneration Committee
(BNRC)

Board Strategy Input & Monitoring Committee
(BSIMC)**

—_ WN —~

SEN

PoON~

PON~

wnN =

—_

—_

SEN

PON~

abroN=

Composition

Mr. Khaleel Ahmed, Chairman
Mr. Moez Ahamed Jamal, Member
Dr. Najeeb Samie, Member

Mr. Moez Ahamed Jamal, Chairman
Mr. Shaffiq Dharamshi, Member
Mr. Khaleel Ahmed, Member

Mr. Salim Raza, Chairman

Mr. Khaleel Ahmed, Member

Ms. Saba Kamal, Member

Mr. Muhammad Aurangzeb, Member

Mr. Khaleel Ahmed, Chairman
Mr. Sultan Ali Allana, Member
Dr. Najeeb Samie, Member

Mr. Shaffiq Dharamshi, Member

Ms. Saba Kamal, Chairperson
Mr. Moez Ahamed Jamal, Member
Mr. Salim Raza, Member

Mr. Sultan Ali Allana, Chairman
Dr. Najeeb Samie, Member
Mr. Muhammad Aurangzeb, Member

Mr. Salim Raza, Chairman
Mr. Shaffiq Dharamshi, Member
Mr. Muhammad Aurangzeb, Member

Mr. Salim Raza, Chairman

Dr. Najeeb Samie, Member

Mr. Moez Ahamed Jamal, Member
Mr. Shaffiq Dharamshi, Member

Mr. Sultan Ali Allana, Chairman

Mr. Moez Ahamed Jamal, Member
Dr. Najeeb Samie, Member

Ms. Saba Kamal, Member

Mr. Muhammad Aurangzeb, Member

The Terms of Reference of the aforesaid committees have been prepared, documented and advised to the
committee for compliance.
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14.

15.

16.

17.

18.

The number of meetings of the Board Committees held during the year were as per the following table:

Name of Committee Number of Meetings
a) Board Audit Committee

b) Board Compliance and Conduct Committee

c) Board Development Finance Committee

d) Board Human Resource and Remuneration Committee
e) Board IT Committee

f)  Board Oversight Committee — International Governance*
g) Board Risk Management Committee

h) Board Nomination and Remuneration Committee

i)  Board Strategy Input & Monitoring Committee™**

T ARODNPDMODSMOOO®

* Dissolved in September 2022
** Formed in October 2022

The Board has set up an effective Internal Audit function. The Internal Auditors are conversant with the
policies and procedures of the Bank and are considered suitably qualified and experienced for the purpose.

The Statutory Auditors of the Bank have confirmed that they have been given a satisfactory rating under
the quality control review program of the Institute of Chartered Accountants of Pakistan (ICAP) and are
registered with the Audit Oversight Board of Pakistan, that they and all their partners are in compliance with
International Federation of Accountants (IFAC) guidelines on code of ethics as adopted by the Institute of
Chartered Accountants of Pakistan and that they and the partners of the firm involved in the audit are not
a close relative (spouse, parent, dependent and non-dependent children) of the chief executive officer,
chief financial officer, head of internal audit, company secretary or director of the company.

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

We confirm that all requirements of regulations 3, 6, 7, 8, 27, 32, 33 and 36 of the Regulations have been
complied with.

Muhammad Aurangzeb Sultan Ali Allana
President & CEO Chairman

Date: February 24, 2023
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SHARIAH BOARD REPORT 2022

FORTHE YEAR ENDED DECEMBER 31, 2022
PRESENTED TO THE BOARD OF DIRECTORS
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Alhamdulillah, By the grace of Almighty Allah (Subhanahu Wata’ala), HBL Islamic Banking (HBL-IB) has completed
another remarkable year of growth and success of Islamic Banking operations. HBL Islamic continues to expand its
footprint across the country to serve the Islamic Banking needs for the society. We appreciate and acknowledge
Management’s effort for making 2022 a remarkable year in terms of Islamic branch network expansion to 294 full-
fledged Islamic Banking Branches. We expect growth of Islamic Banking outreach with the same pace in 2023 as
well. HBL Islamic offers Shariah Compliant banking solutions by offering a variety of products and services to address
the banking needs of all the business segments. During the year, business transformation through technology
remained a priority of the Bank by way of launching of Islamic Mobile App and automating the process of Islamic Car
Finance facility. HBL launched Islamic Konnect to provide Islamic banking facilities to the unbanked/ remote area
community through its agent network.

Board of Directors and Executive Management:

The Board of Directors and Executive Management is responsible to ensure that the operations of HBL are conducted
in a manner that complies with Shariah principles at all times. The ongoing support and commitment of the Board of
Directors and Executive Management towards Islamic Banking enabled Shariah Board to ensure an overall
acceptable Shariah compliance environment of HBL Islamic Banking. We acknowledge the commitment of the Board
of Directors and the Executive Management with regard to the implementation of Shariah Board’s instructions and
guidance to maintain the Shariah compliant environment of the Bank.

Shariah Board:

During the year, Shariah Board reviewed, advised, and approved the following in its quarterly meetings:

a. Anew product to meet the liquidity requirements of exporters, based on Ju’alah.

b. Policies and procedures, new products / renewals of existing products, transaction structures, Shariah queries,
process flows, business and marketing material, etc.

c. Shariah Compliance review reports, Internal/External Shariah Audit Reports.

d. To ensure the Shariah compliant environment of the Bank, Shariah Board visited newly opened branches and
other support functions.

Shariah Compliance Department:

During the year Shariah Compliance Department has made significant contributions towards the launch of new
products and services including Islamic Mobile App and Islamic Konnect by HBL’'s Branchless Banking. Moreover,
Shariah Compliance Department ensured Shariah compliance on pre and post execution levels, through Shariah
review of new and existing product programs, policies, agreements, structured process flows, Running Musharakah
models, Manuals, Shariah queries, and Marketing material prior to Shariah Board approval. Moreover, Shariah
Compliance Department conducted Shariah review of the financing portfolio on a sample basis, support functions,
and branches to ensure that processes and execution of the documentation are aligned with the Shariah Board
guidance and approvals. We acknowledge the Shariah Compliance Department and Internal Shariah Audit’s role in
ensuring the implementation of Shariah Board’s guidance and decisions.

Training and Awareness Sessions:

The year witnessed highest ever acceptability and growth for Islamic Banking. The Learning & Development Centre
realizing the necessity of required skillset, arranged more than 35 training sessions during the year covering Basics
of Islamic Banking, Islamic Banking Products, Islamic Low-cost Housing, Islamic Prestige Banking, Islamic Trade
Products, Islamic Mobile App, etc. More than 7,500 staff from Islamic Banking Branches/Islamic Banking Windows
and other departments were trained through these sessions.

In order to provide Islamic Banking awareness to the customers, the management has arranged more than 12
sessions in major cities. These sessions were conducted by the Shariah Board Members and provided guidance

regarding misconceptions about Islamic Banking by responding to customer queries.
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Charity:

As regards to the charity fund, a separate remunerative account was maintained for charity collections. During the
year 2022, an amount of PKR 24.144 Million was collected as charitable amounts due to the undertaking in lieu of
delay in payments by customers against financing/locker facilities. The charity fund is utilized in line with the Bank’s
approved charity policy for charitable and social welfare purposes. An amount of PKR 44.800 Million was disbursed
to the health sector during the year. The details of the charity fund account are as follows:

(PKR in ‘000’)
Opening Balance 44,724
Charity collected during the year 2022 24,144
Profit credited 1,053
Charity amount disbursed 44,800

(Please refer to note 7 of Annexure | of the consolidated financial statements)
Shariah Opinion:

Based on Shariah compliance reviews of both local/international locations, External & Internal Shariah Audit reports,
and explanations & realistic assurances given by the management, the Shariah Board is of the view that overall.

i. HBL Islamic Banking has complied with Shariah rules and principles in the light of Fatawa, rulings and guidelines
issued by the Shariah Board.

i. HBL Islamic Banking has complied with directives, regulations, instructions and guidelines related to Shariah
compliance issued by the SBP in accordance with the rulings of State Bank of Pakistan’s Shariah Board.

iii. HBL Islamic Banking has a mechanism in place to ensure Shariah compliance in its overall operations.

iv. HBL Islamic Banking has placed a satisfactory system to ensure that any earnings realized from sources or by
means prohibited by Shariah have been credited to the charity account. HBL-IB has a well-defined system in
place to utilize the charity properly.

v. HBL Islamic Banking has complied with the State Bank of Pakistan instructions on profit and loss distribution and
pool management.

vi. The level of awareness, capacity and sensitization of the staff, management and the Board of Directors in
appreciating the importance of Shariah compliance in the products and processes of the Bank.

vii. Shariah Board has been provided adequate resources enabling it to discharge its duties effectively.

Recommendations:

Based on the opinion formed in the light of the Shariah compliance reviews of local and international locations and

Internal/External Shariah Audit reports, we have the following recommendations:

* Physical Training: As per our assessment and in compliance with the regulatory requirement, Shariah Board
recommends that three days annual refresher course over webcast should include at least one day classroom
training session on “Basics of Islamic Banking”.

* Awareness Sessions: Arrange more Islamic Banking awareness sessions for the general public from the
Bank’s platform to build a true image of Islamic Banking and remove misconceptions about Islamic banking.

* Retirement Saving Plans: Product development department should ensure availability of long-term savings
and investment products, to enable the customer to invest and meet the needs of their future expenses viz a viz
retirement plans, children marriages, higher education and Hajj/ Umrah etc.

«  Staff Finance Facility: To assess the feasibility of Islamic staff finance facility options across the bank.

» Risk Mitigation through Takaful: A mix of takaful and conventional insurance coverage is in practice due to
certain limitations of insurance industry. However, it is reiterated to make efforts for switching a higher percentage
of financing portfolios towards Takaful (Islamic Insurance) at the earliest.

May Almighty Allah (Subhanahu Wata’ala) help us to practice Islamic Banking in True Spirit.

Mufti Muhammad Yahya Asim Dr. Ejaz Ahmed Samadani Dr. Muhammad Zubair Usmani
Resident Shariah Board Member Member - Shariah Board Chairman - Shariah Board

Date: February 24, 2023
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INDEPENDENT AUDITOR’S REPORT

To the members of Habib Bank Limited
Report on the Audit of the Consolidated Financial Statements
Opinion

We have audited the annexed consolidated financial statements of Habib Bank Limited and its subsidiaries
(the Group), which comprise the consolidated statement of financial position as at December 31, 2022, 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, 2022 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 Auditor’s 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 the 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.
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Following is the key audit matter:

S. No.

Key audit matter

How the matter was addressed in our audit

1

Provision against advances

Refer notes 4.4 and 9.5 to the consolidated financial
statements for accounting policy and particulars of
provision against advances.

The Group’s advances to customers represent 38%
of its total assets. These are stated net of provision
against advances of Rs. 92.17 billion as at December
31, 2022.

The provision against advances was identified as a key
focus area in our audit as it involves a considerable
degree of management judgment and estimation
uncertainty along with compliance with the regulatory

Our audit procedures for domestic advances included:

e Assessed the design and tested the operating
effectiveness of manual and automated controls over
classification and grading of customers, including:

- The accuracy of data input into the system used for
credit grading;

- The ongoing monitoring and identification of
advances displaying indicators of impairment and
whether they are migrating on a timely basis to
early alert or to higher risk grade;

requirements.
- Identification of past due customers.

e For a sample of advances, where the management
has not identified as displaying indicators of
impairment,  challenged the = management’s
assessment by comparing the historical performance,
financial ratios and reports on security maintained
and formed our own view whether any impairment
indicators are present.

* Where management has identified as displaying
indicators of impairment, assessed the number
of days overdue and factors used for calculation
of provision in accordance with the Prudential
Regulations.

e For consumer advances, analysed the days past
due report and factors used for calculation of specific
provision required in accordance with Prudential
Regulations.

e For consumer advances, where the management
has not identified as displaying any indicators
of impairment, compared the general provision
calculated with provision required in accordance with
Prudential Regulations.

We issued instructions to the auditors of those
components which were selected for audit, highlighting
‘Impairment of loans and advances’ as a significant
risk. The auditors of those components performed
audit procedures to respond to the significant risk and
reported the results thereof to us. We, as auditors of
the Group, also evaluated the work performed by the
component auditors through their files review and
discussions with them.

Information Other than the Consolidated and Unconsolidated Financial Statements and
Auditor’s 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 consolidated and unconsolidated financial statements and our
auditor’s 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.
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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 the 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.
Auditor’s 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 auditor’s 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 controls.

« Obtain an understanding of internal controls 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 auditor’s 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 auditor’s 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
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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 auditor’s 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 partner on the audit resulting in this independent auditor’s report is Amyn Pirani.

KPMG Taseer Hadi & Co.
Chartered Accountants

Karachi
Dated: March 6, 2023

UDIN: AR2022102013shVjIABT
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CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

AS AT DECEMBER 31, 2022
2022 2021
(US $in '000)
ASSETS
1,307,310 1,948,728 Cash and balances with treasury banks
183,336 284,582 Balances with other banks
1,124,375 414,000 Lendings to financial institutions
8,606,604 8,607,288 Investments
7,872,150 6,655,660  Advances
502,898 435,790 Fixed assets
81,359 55,781 Intangible assets
25,602 - Deferred tax assets
782,996 665,657 Other assets
20,486,630 19,067,486
LIABILITIES
229,658 195,190 Bills payable
2,578,144 1,926,672 Borrowings
15,321,859 | | 14,936,117 Deposits and other accounts
- - Liabilities against assets subject to finance lease
83,354 54,648 Subordinated debt
- 22,447 Deferred tax liabilities
1,014,856 679,554 Other liabilities
19,227,871 17,814,628
1,258,759 1,252,858 NET ASSETS
REPRESENTED BY
Shareholders' equity
64,781 64,781 Share capital
387,630 359,383 Reserves
5,456 111,113 Surplus on revaluation of assets - net of tax
788,177 699,734 Unappropriated profit
1,246,044 1,235,011 Total equity attributable to the equity holders of the Bank
12,715 17,847 Non-controlling interest
1,258,759 1,252,858

The annexed notes 1 to 48 and annexures | to lll form an integral part of these consolidated financial statements.

Muhammad Aurangzeb

President and

Chief Executive Officer
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CONTINGENCIES AND COMMITMENTS

Moez Ahamed Jamal
Director

Rayomond Kotwal
Chief Financial Officer

Note

14
15
16
17

12
18

19

20

21

2022

2021

(Rupees in '000)

296,015,386
41,513,022
254,593,287
1,948,801,042
1,782,497,923
113,871,657
18,422,200
5,797,045
177,294,549

441,252,246
64,438,075
93,742,432

1,948,955,978
1,507,047,097
98,676,342
12,630,475

150,725,500

4,638,806,111

4,317,468,145

52,001,577 44,196,984
583,771,399 436,258,005
3,469,342,252 3,381,998,398
18,874,000 12,374,000

- 5,082,602
229,795,069 153,872,354
4,353,784,297 4,033,782,343
285,021,814 283,685,802
14,668,525 14,668,525
87,771,332 81,375,519
1,235,369 25,159,371
178,467,639 158,441,418
282,142,865 279,644,833
2,878,949 4,040,969
285,021,814 283,685,802

Salim Raza
Director

Khaleel Ahmed
Director




CONSOLIDATED PROFIT AND LOSS
ACCOUNT

FORTHE YEAR ENDED DECEMBER 31, 2022

2022 2021 Note 2022 2021

(US $in '000) (Rupees in '000)
1,925,979 1,158,207 Mark-up / return / profit / interest earned 23 436,101,037 262,253,962
1,194,794 577,814 Mark-up / return / profit / interest expensed 24 270,538,340 130,834,913

731,185 580,393 Net mark-up / return / profit / interest income 165,562,697 131,419,049
Non mark-up / interest income
139,160 112,323 Fee and commission income 25 | 31,510,143 25,433,355
6,663 4,036 Dividend income 1,508,643 913,769
13,375 11,419 Share of profit of associates and joint venture 3,028,453 2,585,595
17,650 15,733 Foreign exchange income - domestic 3,996,526 3,562,356
13,683 3,708 Foreign exchange income - international 3,098,224 839,668
21,431 4,322 Foreign exchange income - unrealised gain related to derivatives 4,852,666 978,570
(11,562) (804) Loss from derivatives (2,618,084) (182,098)
3,825 4,524 Gain on securities - net 26 866,175 1,024,384
2,160 5,104 Other income 27 488,991 1,155,761
206,385 160,365 Total non mark-up / interest income 46,731,737 36,311,360
937,570 740,758 Total income 212,294,434 167,730,409
Non mark-up / interest expenses
551,194 423,021 Operating expenses 28 124,807,455 95,784,969
6,619 5,623 Workers' Welfare Fund 29 1,498,693 1,273,226
2,105 2,461 Other charges 30 476,587 557,198
559,918 431,105 Total non mark-up / interest expenses 126,782,735 97,615,393
377,652 309,653 Profit before provisions and taxation 85,511,699 70,115,016
37,458 35,716 Provisions and write offs - net 31 8,481,761 8,087,105
340,194 273,937  Profit before taxation 77,029,938 62,027,911
188,279 117,126  Taxation 32 42,631,608 26,521,038
151,915 156,811 Profit after taxation 34,398,330 35,506,873
Attributable to:
150,465 154,669 Equity holders of the Bank 34,070,087 35,021,853

1,450 2,142 Non-controlling interest 328,243 485,020

151,915 156,811 34,398,330 35,506,873
-------------- Rupees------=--=----
Basic and diluted earnings per share 33 23.23 23.88

The annexed notes 1 to 48 and annexures | to Il form an integral part of these consolidated financial statements.

Khaleel Ahmed
Director

Salim Raza
Director

Moez Ahamed Jamal
Director

Muhammad Aurangzeb
President and
Chief Executive Officer

Rayomond Kotwal
Chief Financial Officer
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CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME

FORTHE YEAR ENDED DECEMBER 31, 2022

2022 2021 2022 2021
(US $in '000) (Rupees in '000)
Profit after taxation for the year attributable to:
150,465 154,669 Equity holders of the Bank 34,070,087 35,021,853
1,450 2,142 Non-controlling interest 328,243 485,020
151,915 156,811 34,398,330 35,506,873

Other comprehensive income / (loss)
Items that may be reclassified to the profit and loss account in
subsequent periods:

Effect of translation of net investment in foreign branches, subsidiaries,
joint venture and associates - net of tax, attributable to:

8,965 23,479 Equity holders of the Bank 2,030,066 5,316,304

195 376 Non-controlling interest 44,140 85,115
9,160 23,855 2,074,206 5,401,419
1,008 660 Increase in share of exchange translation reserve of associates - net of tax 228,146 149,385

Movement in surplus / deficit on revaluation of investments - net of tax,
attributable to:

(102,645) (47,271) Equity holders of the Bank (23,241,824)| | (10,703,813)

(262) (265) Non-controlling interest (59,349) (60,040)

(102,907) (47,536) (23,301,173) (10,763,853)
Movement in share of surplus / deficit on revaluation of investments

(2,259) (413) of associates - net of tax (511,607) (93,613)

Items that are not to be reclassified to the profit and loss account
in subsequent periods:

Remeasurement gain / (loss) on defined benefit obligations - net of tax,
attributable to:

418 901 Equity holders of the Bank 94,733 204,020
(82) (5) Non-controlling interest (18,656) (1,152)
336 896 76,077 202,868

Share of remeasurement gain on defined benefit obligations of associates
17 18 - net of tax 3,757 4,186

Movement in surplus / deficit on revaluation of fixed assets - net of tax,
attributable to:

(889) - Equity holders of the Bank (201,262) -
(14) - Non-controlling interest (3,081) -
352 - Transferred from surplus on revaluation of non-banking assets - net of tax 79,789 -

(551) - (124,554) -
136 584 Movement in surplus on revaluation of non-banking assets - net of tax 30,850 132,680

(352) - Transferred to surplus on revaluation of fixed assets - net of tax (79,789) -

(216) 584 (48,939) 132,680

Movement in share of surplus / deficit on revaluation of fixed assets
554 - of associates - net of tax 125,161 -
57,057 134,875  Total comprehensive income 12,919,404 30,539,945
Total comprehensive income attributable to:
55,770 132,627 Equity holders of the Bank 12,628,107 30,031,002
1,287 2,248 Non-controlling interest 291,297 508,943
57,057 134,875 12,919,404 30,539,945

The annexed notes 1 to 48 and annexures | to lll form an integral part of these consolidated financial statements.

Muhammad Aurangzeb Rayomond Kotwal Moez Ahamed Jamal Salim Raza Khaleel Ahmed
President and Chief Financial Officer Director Director Director
Chief Executive Officer
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CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

FORTHE YEAR ENDED DECEMBER 31, 2022

Attributable to shareholders of the Bank
Reserves Surplus / (deficit) on
Statutory Capital revaluation of
Share i On UETTTe: con’:rot::l-in Total
capital v:::::e Bank Exchange | Non- | acquisition Fixed /Non( Ppriated | Sub Total imerestg
and (note 19.5) translation | distribu- | of common | Investments | Banking profit
subsidiary (note 19.6) table congrol Assets
entity
(Rupees in '000)
Balance as at December 31, 2020 14,668,525 1,447,150 36,616,227 33,608,239 547,115 (156,706) 8,543,333 27,461,581 138,208,223 260,943,687 4,551,560 265,495,247
Comprehensive income for the year
Profit after taxation for the year ended December 31, 2021 - - - - - - - - 35,021,853 35,021,853 485020 35,506,873
Other comprehensive income / (loss)
Effect of translation of net investment in foreign branches,
subsidiaries, joint venture and associates - net of tax - - - 5,316,304 - - - - - 5,316,304 85,115 5,401,419
Increase in share of exchange translation reserve of associates - net of tax - - - 149,385 - - - - - 149,385 - 149,385
Remeasurement gain / (loss) on defined benefit obligations - net of tax - - - - - - - - 204,020 204,020 (1,152) 202,868
Share of remeasurement gain on defined benefit obligations of associates- net of tax - - - - - - - - 4,186 4,186 - 4,186
Movement in surplus / deficit on revaluation of assets - net of tax - - - - - - (10,703,813) 132,680 - (10,571,133)  (60,040) (10,631,173)
Movement in share of surplus / deficit on revaluation of
assets of associates - net of tax - - - - - - (93,613) - - (93,613) - (93,613)
- - - 5,465,689 - - (10,797,426) 132,680  35230,059 30,031,002 508,943 30,539,945
Transferred to statutory reserves - 413,822 3,427,149 - - - - - (3,840,971) - - -
Transferred from surplus on revaluation of assets - net of tax - - - - - - - (195,114) 196,608 1,494 (1,494) -
Exchange gain realised on liquidation of subsidiary - net of tax - - - (1,369) - - - - - (1,369) - (1,369)
Exchange gain realised on partial repatriation of branch capital - net of tax - - - (246,489) - - - - - (246,489) - (246,489)
Acquisition of additional interest in subsidiary - 254,692 - - - - - 14,317 749,031 1,018,040 (1,018,040 -
Transactions with owners, recorded directly in equity
Final cash dividend - Rs 3 per share declared
subsequent to the year ended December 31, 2020 - - - - - - - - (4,400,556)  (4,400,556) - (4,400,556)
1st interim cash dividend - Rs 1.75 per share - - - - - - - - (2,566,992)  (2,566,992) - (2,566,992)
2nd interim cash dividend - Rs 1.75 per share - - - - - - - - (2,566,992)  (2,566,992) - (2,566,992)
3rd interim cash dividend - Rs 1.75 per share - - - - - - - - (2,566,992)  (2,566,992) - (2,566,992)
- - - - - - - - (12,101,532) (12,101,532) - (12,101,532)
Balance as at December 31, 2021 14,668,525 2,115,664 40,043376 38826070 547,115  (156,706) (2,254,093) 27,413,464 158,441,418 279,644,833 4,040,969 283,685,802
Comprehensive income for the year
Profit after taxation for the year ended December 31, 2022 - - - - - - - - 34,070,087 34,070,087 328,243 34,398,330
Other comprehensive income / (loss)
Effect of translation of net investment in foreign branches,
subsidiaries, joint venture and associates - net of tax - - - 2,030,066 - - - - - 2,030,066 44,140 2,074,206
Increase in share of exchange translation reserve of associates - net of tax - - 228,146 - - - - - 228,146 - 228,146
Remeasurement gain / (loss) on defined benefit obligations - net of tax - - - - - - - - 94,733 94,733 (18,656) 76,077
Share of remeasurement gain on defined benefit obligations of associates- net of tax - - - - - - - - 3,757 3,757 - 3,757
Movement in surplus / deficit on revaluation of assets - net of tax - - - - - - (23,241,824)  (170,412) - (23,412,236)  (62,430) (23,474,666)
Movement in share of surplus / deficit on revaluation of
assets of associates - net of tax - - - - - - - (511,607) 125,161 - (386,446) - (386,446)
- - 2,258,212 - - (23,753431) (45,251) 34,168,577 12,628,107 291,297 12,919,404
Transferred to statutory reserves - 408,160 3,086,700 - - - - - (3,494,860) - - -
Transferred from surplus on revaluation of assets - net of tax - - - - - - - (71,979) 72,970 991 (991) -
Acquisition of additional interest in subsidiaries - - - 642,741 - - (57,067) 3,726 280,928 870,328 (1,452,326) (581,998)
Transactions with owners, recorded directly in equity
Final cash dividend - Rs 2.25 per share declared
subsequent to the year ended December 31, 2021 - - - - - - - - (3,300,418)  (3,300,418) - (3,300,418)
1st interim cash dividend - Rs 2.25 per share - - - - - - - - (3,300,418)  (3,300,418) - (3,300,418)
2nd interim cash dividend - Rs 1.50 per share - - - - - - - - (2,200,279)  (2,200,279) - (2,200,279)
3rd interim cash dividend - Rs 1.50 per share - - - - - - - - (2,200,279)  (2,200,279) - (2,200,279)
- - - - - - - - (11,001,394) (11,001,394) - (11,001,394)
Balance as at December 31, 2022 14,668,525 2,523,824 43,130,076 41,727,023 547,115  (156,706) (26,064,591) 27,299,960 178,467,639 282,142,865 2,878,949 285,021,814

The annexed notes 1 to 48 and annexures | to Ill form an integral part of these consolidated financial statements.

Muhammad Aurangzeb Rayomond Kotwal Moez Ahamed Jamal Salim Raza Khaleel Ahmed
President and Chief Financial Officer Director Director Director
Chief Executive Officer
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CONSOLIDATED CASH FLOW
STATEMENT

FORTHE YEAR ENDED DECEMBER 31, 2022

2022 2021 Note 2022 2021
(US $in '000) (Rupees in "000)
CASH FLOWS FROM OPERATING ACTIVITIES
340,194 273,937 Profit before taxation 77,029,938 62,027,911
(6,663) (4,036) Dividend income (1,508,643) (913,769)
(13,375)| (11,419) Share of profit of associates and joint venture (3,028,453) (2,585,595)
8,355 5,472 Mark-up expensed on subordinated debt 1,891,880 1,239,075
(11,683) (9,983) (2,645,216) (2,260,289)
328,511 263,954 74,384,722 59,767,622
Adjustments:
34,370 30,778 Depreciation 7,782,494 6,969,192
8,181 4,686 Amortisation 1,852,350 1,061,035
17,569 14,948 Depreciation on right-of-use assets 3,978,154 3,384,774
13,890 14,366 Mark-up / return / profit / interest expensed on lease liability against right-of-use assets 3,145,165 3,252,794
17,011 (5,559) Provision for / (reversal of) diminution in value of investments 3,851,708 (1,258,723),
26,249 33,763 Provision against loans and advances 5,943,661 7,645,044
2,757 840 Provision against other assets 624,244 190,136
(5,881) 6,803 (Reversal of) / provision against off-balance sheet obligations (1,331,585), 1,540,508
373 (297) Unrealised loss / (gain) on held-for-trading securities 84,390 (67,246)
(1,896) (1,081) Exchange gain on goodwill (429,394) (244,750)
- (1,089) Exchange gain realised on partial repatriation of branch capital - net of tax - (246,489),
- (6) Exchange gain realised on liquidation of subsidiary - net of tax - (1,369)
(186) (352) Gain on sale of fixed assets - net (42,024) (79,639)
- (71) Gain on sale of non-banking assets - (16,000)
6,619 5,623 Workers' Welfare Fund 1,498,693 1,273,226
119,056 103,352 26,957,856 23,402,493
447,567 367,306 101,342,578 83,170,115
(Increase) / decrease in operating assets
(710,375) (280,828), Lendings to financial institutions (160,850,855), (63,588,239)
630,988 (322,301), Held-for-trading securities 142,875,183 (72,978,890)
(1,242,739) (1,285,964) Advances (281,394,487), (291,181,919)
(138,805)| (151,508) Other assets (excluding advance taxation) (31,429,797) (34,306,119)
(1,460,931) (2,040,601) (330,799,956) (462,055,167)
Increase / (decrease) in operating liabilities
34,468 (9,880) Bills payable 7,804,593 (2,237,215)
651,472 (476,303), Borrowings from financial institutions 147,513,394 (107,849,821)
385,742 2,436,183 Deposits and other accounts 87,343,854 551,627,008
300,301 70,691 Other liabilities 67,997,391 16,006,633
1,371,983 2,020,691 310,659,232 457,546,605
358,619 347,396 81,201,854 78,661,553
(141,778) (115,707) Income tax paid (32,102,961) (26,199,570)
216,841 231,689 Net cash flows generated from operating activities 49,098,893 52,461,983
CASH FLOWS FROM INVESTING ACTIVITIES
(613,454) 583,757 Net investment in available-for-sale securities (138,904,867) 132,180,606
(193,018) (320,212) Net investment in held-to-maturity securities (43,705,242) (72,505,857)
(12,452) (3,789) Net investment in associates (2,819,460), (857,866),
7,464 3,284 Dividend received 1,689,973 743,582
(85,961) (59,939) Investment in fixed assets (19,464,322) (13,571,964)
(33,759) (13,255) Investment in intangible assets (7,644,075), (3,001,342),
287 569 Proceeds from sale of fixed assets 65,071 128,881
- 954 Proceeds from sale of non-banking assets - 216,000
Effect of translation of net investment in foreign branches, subsidiaries, joint venture
9,973 24,138 and associates - net of tax 2,258,212 5,465,689
(920,920) 215,507 Net cash flows (used in) / generated from investing activities (208,524,710) 48,797,729
CASH FLOWS FROM FINANCING ACTIVITIES
195 376 Effect of translation of net investment by non-controlling interest in subsidiary 44,140 85,115
28,706 - Proceeds from issuance of subordinated debt 6,500,000 -
- (44,084) Repayment of subordinated debt - (9,982,000),
(8,160) (6,702) Payment of mark-up on subordinated debt (1,847,577), (1,517,481),
(21,813)| (22,584) Payment of lease liability against right-of-use assets (4,939,145), (5,113,819)
(37,512) (47,939) Dividend paid (8,493,514) (10,855,155)
(38,584) (120,933) Net cash flows used in financing activities (8,736,096) (27,383,340)
(742,663) 326,263 (Decrease) / increase in cash and cash equivalents during the year (168,161,913) 73,876,372
| 2,131,981 | | 1,866,362 | Cash and cash equivalents at the beginning of the year 482,746,454 422,601,823
101,328 40,685 Effect of exchange rate changes on cash and cash equivalents 22,943,867 9,212,126
2,233,309 1,907,047 505,690,321 431,813,949
1,490,646 2,233,310 Cash and cash equivalents at the end of the year 34 337,528,408 505,690,321

The annexed notes 1 to 48 and annexures | to Il form an integral part of these consolidated financial statements.

Muhammad Aurangzeb
President and
Chief Executive Officer
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1

1.1

1.2

1.3

1.4

1.5

1.6

THE GROUP AND ITS OPERATIONS
Holding company
Habib Bank Limited, Pakistan

Habib Bank Limited (the Bank) is incorporated in Pakistan and is engaged in commercial banking services in Pakistan and
overseas. The Bank’s registered office is at Habib Bank Tower, 9th Floor, Jinnah Avenue, Blue Area, Islamabad, and its principal
office is at HBL Tower, Plot # G-4, KDA Scheme 5, Block 7, Clifton, Karachi. The Bank's shares are listed on the Pakistan
Stock Exchange. The Bank operates 1,714 (2021: 1,648) branches inside Pakistan including 294 (2021: 259) Islamic Banking
Branches and 32 (2021: 37) branches outside the country including in the Karachi Export Processing Zone (KEPZ). The
Aga Khan Fund for Economic Development S.A. (AKFED) is the parent company of the Bank, and its registered office is in
Geneva, Switzerland.

The Bank had commenced an orderly winding down of its operations in Afghanistan and banking operations were ceased on
June 10, 2019. The remaining formalities required for closure are in progress.

The Bank has decided to exit its operations in Mauritius and is considering various options regarding the same.

The Bank has commenced an orderly wind-down of its Lebanon operations. Formalities for completion of the wind-down are
underway.

After obtaining approval from the Central Bank of Oman for the deregistration of its Oman operations, the Bank has
commenced an orderly and phase wise exit.

Subsidiaries
- Habib Allied Holding Limited — 100% (2021: 90.50%) shareholding

Habib Allied Holding Limited (HAHL) is a private limited company incorporated in the United Kingdom with its registered office
at 9 Portman Street, London W1H6DZ, UK. HAHL is the holding company of HBL Bank UK Limited.

During the year, the Bank has purchased the remaining shareholding of 9.50% in HAHL from the minority shareholder. HAHL
is now a wholly owned subsidiary of the Bank.
During the year, the Bank has also subscribed to 3 million shares issued, as Rights by HAHL.

- HBL Bank UK Limited — 100% (2021: 90.50%) effective shareholding

HBL Bank UK Limited (HBL UK) is a wholly owned subsidiary of HAHL and is incorporated in the United Kingdom. HBL UK
provides a range of commercial banking services to individuals as well as to businesses. The registered office of HBL UK is at
9 Portman Street, London, UK W1H6DZ, UK. HBL UK operates a network of 4 (2021: 4) branches in the UK. During the year,
HBL UK has closed its branch in Switzerland.

- HBL Currency Exchange (Private) Limited — 100% shareholding

HBL Currency Exchange (Private) Limited (HCEL) is a private limited company, incorporated in Pakistan. HCEL is licensed by
the Securities and Exchange Commission of Pakistan (SECP) to carry out the business of dealing in foreign exchange. The
registered office of the company is at Plot No. 49-A, Block-6, PECHS Nursery, Main Shahrah-e-Faisal, Karachi, Pakistan.

- HBL Asset Management Limited — 100% shareholding

HBL Asset Management Limited (HBL AMC) is an unlisted public limited company, incorporated in Pakistan. HBL AMC is
licensed by the Securities and Exchange Commission of Pakistan (SECP) to carry out asset management and investment
advisory services. The registered office of the company is at 7th Floor, Emerald Tower, G-19, Block 5, Main Clifton Road,
Clifton, Karachi.

During the year, the Bank has subscribed to 140 million shares issued as Rights by HBL AMC.
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- HBL Microfinance Bank Limited - 76.42% (2021: 71.43%) shareholding

HBL Microfinance Bank Limited (HBL MfB) is an unlisted public limited company, incorporated in Pakistan with its registered
office at 16th-17th Floor, Habib Bank Tower, Blue Area, Islamabad, Pakistan. HBL MfB's principal business is to provide
microfinance services to the under-served segments of society as envisaged under the Microfinance Institutions Ordinance,
2001. HBL MfB has 217 (2021: 213) business locations, comprising of branches and Permanent Booths.

During the year, the Bank has subscribed to 100 million shares issued, as Rights by HBL MfB. Consequently, the Bank's
shareholding in HBL MfB has increased from 71.43% to 76.42%.

- Habib Bank Financial Services (Private) Limited — 100% shareholding

Habib Bank Financial Services (Private) Limited is a private limited company, incorporated in Pakistan under the Companies
Act, 2017. It is registered as a Modaraba Management Company with the Registrar of Modaraba Companies and Modarabas,
Islamabad. The registered office of the company is at 1st Floor, Bank House No-1, Habib Bank Square, M.A. Jinnah Road,
Karachi, Pakistan.

BASIS OF PRESENTATION

In accordance with the directives of the Federal Government regarding the shifting of the banking system to Islamic modes,
the State Bank of Pakistan (SBP) has issued various circulars from time to time. Permissible forms of trade related modes
of financing include purchase of goods by banks from their customers and immediate resale to them at appropriate mark-up
in price on deferred payment basis. The purchases and sales arising under these arrangements are not reflected in these financial
statements as such, but are restricted to the amount of facility actually utilized and the appropriate portion of mark-up
thereon.

Key financial figures of the Islamic banking branches are disclosed in Annexure | to these consolidated financial statements.

The US Dollar amounts shown in these consolidated financial statements are stated solely for information. The statement of
financial position, profit and loss account, statement of comprehensive income and cash flow statement as at and for the years
ended December 31, 2022 and 2021 have all been converted using an exchange rate of Rupees 226.4309 per US Dollar.

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Bank and the financial statements of
subsidiaries from the date on which control of the subsidiary by the Group commences until the date control ceases. The
financial statements of the subsidiaries are incorporated on a line-by-line basis and the investment held by the Bank is
eliminated against the corresponding share capital and pre-acquisition reserve of subsidiaries in the consolidated financial
statements.

The financial statements of subsidiaries are prepared for the same reporting period as the Holding Company, using accounting
policies that are generally consistent with those of the Holding Company. However:

- Non-banking subsidiaries in Pakistan follow the requirements of IFRS 7, Financial Instruments: Disclosures, IFRS 9,
Financial Instruments or International Accounting Standard (IAS) 39, Financial Instruments: Recognition and Measurement
as applicable to these entities, and IAS 40, Investment Property.

- Overseas operations comply with local regulations applicable within their respective jurisdictions.
Material intra-group balances and transactions are eliminated.

Associates are those entities in which the Group has significant influence, but not control, over the financial and operating
policies. Joint ventures are those entities over whose activities the Group has joint control established by contractual
agreement. Associates and joint ventures are accounted for using the equity method.
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Statement of compliance

These consolidated financial statements have been prepared in accordance with accounting and reporting standards as
applicable in Pakistan. These 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 (ICAP) as are
notified under the Companies Act, 2017,

- Provisions of and directives issued under the Banking Companies Ordinance, 1962;
- Provisions of and directives issued under the Companies Act, 2017; and
- Directives issued by the SBP and the Securities and Exchange Commission of Pakistan (SECP) from time to time.

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 its 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. Further, the SECP, through S.R.O 411(1)/2008 dated April 28, 2008,
has deferred the applicability of IFRS 7, Financial Instruments: Disclosures, to 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 prescribed by the SBP through various circulars.

The SECP has notified Islamic Financial Accounting Standard (IFAS) 3, ‘Profit and Loss Sharing on Deposits’ with effect from
January 1, 2014. The SBP through BPRD Circular Letter No. 4 dated 25 February 2015, has deferred the applicability of IFAS
3 till further instructions.

IFRS 10, Consolidated Financial Statements, was notified by the SECP as applicable for accounting periods beginning from
January 1, 2015. However, the SECP, through SRO 56(1)/2016 dated January 28, 2016, has directed that the requirement of
consolidation under this standard and under Section 228 of the Companies Act, 2017 is not applicable in the case of
investments by a bank in mutual funds managed by its own asset management company and established under the trust
structure. Therefore, investments by the Bank in mutual funds managed by HBL AMC are not consolidated, as would
otherwise be required under the definition of control specified in IFRS 10.

Amendments to existing accounting and reporting standards that have become effective in the current year

There are certain amendments to existing accounting and reporting standards that have become applicable to the Group for
accounting periods beginning on or after January 1, 2022. These are considered either to not be relevant or to not have any
significant impact on these consolidated financial statements.

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

As directed by SBP via BPRD Circular no 3 of 2022, IFRS 9, Financial Instruments is effective for periods beginning on or after
January 1, 2023, except for HBL MfB, where it is applicable from periods beginning on or after January 1, 2024. The Bank has
elected for the modified retrospective approach for restatement.

The financial statements of overseas branches, subsidiaries and associates used for the purpose of consolidation will
continue to be based on the respective host country’s regulatory regime. For accounting periods beginning on or after January
1, 2024, banks will be required to comply with the SBP's application instructions for overseas branches, subsidiaries and
associates in preparing the Bank’s consolidated financial statements.

Except for the implementation of IFRS 9 in Pakistan, as discussed in note 2.5.1, the Bank expects that adoption of new

standards and amendments to existing accounting and reporting standards will not affect its financial statements in the period
of initial application.
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IFRS 9 Financial Instruments

The management of the Bank has performed an impact assessment of the application of IFRS 9, taking into account the
SBP’s application instructions. The assessment is based on currently available information and may be subject to change at
the time of recognizing the impact of the initial adoption of IFRS 9. In addition, there will be changes in the classification of
certain financial instruments. These changes and impacts are discussed below:

Governance, ownership and responsibilities

The Bank has adopted a governance framework under which the Board Audit Committee (BAC) is tasked with overseeing the
implementation of IFRS 9. A Steering Committee for the implementation of IFRS 9, chaired by the CFO, is in place including
representation from Risk, all front-line businesses, Operations and IT.

Risk Management has developed models / methodologies for calculating the Probability of Default (PD), Loss Given Default
(LGD), Exposure at Default (EAD) and Credit Conversion Factors (CCF) for off-balance sheet exposures. These models shall
be validated annually including:

- Expected credit loss (ECL) model design, data quality and benchmarking with external best practices.
- Calibration testing which ensures the accuracy of the observed PDs.

Finance identifies, prepares and extracts the data required for the modelling of risk parameters and the ECL calculations. The
Bank has also implemented an automated system for the calculation of ECL as prescribed under IFRS 9 guidelines issued by
the SBP.

Classification and measurement

The classification and measurement of financial assets depends on their contractual cash flow characteristics and the entity’s
business model. Financial assets are measured at amortized cost, Fair Value Through Profit & Loss (FVTPL) or Fair Value
through Other Comprehensive Income (FVOCI). Financial assets that do not meet the Solely Payment of Principal and Interest
(SPPI) criteria are measured at FVTPL regardless of the business model in which they are held. The Bank has reviewed the
impact of the initial adoption of IFRS 9 on its financial assets as follows:

Equity Securities
Listed equity securities currently classified as held-for-trading will be classified as FVTPL.

For certain listed equity securities currently classified as available-for-sale (AFS) with gains and losses recorded in OCI, the
Bank will apply the option to classify them as FVOCI. Therefore, the application of IFRS 9 will not have an impact on initial
adoption. However, in accordance with the requirements of the standard, gains and losses recognized in OCI will not be
recycled through the profit and loss account on derecognition of these securities.

The remaining listed equity securities will be measured at FVTPL. The AFS reserve related to those securities is currently part
of Surplus on Revaluation of Assets and will be reclassified to retained earnings, hence, there will be no impact on overall
equity.

Unquoted equity securities are required to be measured at fair value under IFRS 9. However, the SBP has allowed banks to
carry these investments under the current Prudential Regulations, i.e. at the lower of cost and break-up value, till accounting
periods beginning on or after January 1, 2024.

Debt securities and Loans and advances

Certain debt securities currently classified as AFS and that pass the SPPI test, are expected to be measured at FVOCI as the
Bank’s business model is to hold the assets to collect contractual cash flows and also to sell those investments. The remaining
debt securities that pass the SPPI test are expected to be measured at amortized cost as the Bank’s business model is to hold
the assets to collect contractual cashflows.

Debt securities currently classified as held-to-maturity (HTM) and that pass the SPPI test are expected to be measured at
amortized cost.

Debt securities currently classified as HFT and certain debt instruments currently classified as AFS and which are not
expected to pass the SPPI test, will be measured at FVTPL.
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Impairment

The impairment requirements apply to financial assets measured at amortized cost and FVOCI (other than equity
instruments), and certain loan commitments and financial guarantee contracts. At initial recognition, an impairment allowance
(or provision in the case of commitments and guarantees) is required for expected credit losses resulting from potential default
events.

Based on the SBP’s IFRS 9 application instructions, the Bank has performed an ECL assessment taking into account the
following key elements:

- PD: The probability that a counterparty will default over the next 12 months from the reporting date (12-month ECL, Stage
1) or over the lifetime of the product (lifetime ECL, Stage 2).

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

- LGD: An estimate of the loss incurred on a facility upon default by a customer. LGD is calculated as the difference
between contractual cash flows due and those that the Bank expects to receive, including from the liquidation of any form
of collateral. It is expressed as a percentage of the exposure outstanding on the date of classification of an obligor.

For the purpose of ECL calculation, the Bank has used 5 years’ data till December 31, 2022. Going forward, data for one
additional year shall be included until the Bank has at least 10-year data. For calculating ECL, the Bank shall classify its
financial assets under the following three categories:

- Stage 1: Performing Assets: For financial assets where there has not been a Significant Increase in Credit Risk (SICR)
since initial recognition, the Bank shall recognize an allowance based on the 12-month ECL.

- Stage 2: Under-Performing Assets: For financial assets where there has been a SICR since initial recognition, but which
are not credit impaired, the Bank shall recognize an allowance based on lifetime ECL.

- Stage 3: Non-Performing Assets: For financial assets which have objective evidence of impairment at the reporting date,
the Bank shall recognize ECL using the higher of the lifetime ECL computed under IFRS 9 and the provision required as
per the Prudential Regulations.

Under the SBP’s instructions, Government Securities and credit exposure in local currency guaranteed by the Government are
exempted from the application of the ECL framework.

Significant increase in credit risk (SICR)

A SICR is assessed in the context of an increase in the risk of a default occurring over the life of the financial instrument
compared to that expected at the time of initial recognition. It is not assessed in the context of an increase in the ECL. The
Bank uses a number of qualitative and quantitative measures in assessing SICR. Quantitative measures relate to deterioration
of Obligor Risk Ratings (ORR) or where principal and / or interest payments are past due:

- by 365 days or more for agriculture lending
- by 60 days or more for all other segments
Qualitative factors include, inter alia, unavailability of financial information and pending litigation.

At every reporting date, the Bank shall assess whether there has been a SICR since the initial recognition of the asset, in
which case, the asset must be assigned to the appropriate stage of credit impairment (Stage 2 or 3).

HBL ANNUAL REPORT 2022 | 85



NOTESTO THE CONSOLIDATED FINANCIALSTATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2022

2.6

86

Presentation and disclosure

IFRS 9 also introduces expanded disclosure requirements and changes in presentation which will be incorporated as per the
SBP’s revised format.

Impact of adoption of IFRS 9

The Bank has performed a preliminary assessment of the potential impact of the adoption of IFRS 9. This is an estimate and
the actual impact on the Bank’s financial statements for the year 2023 will depend on the financial instruments that the Bank
holds during that period and the economic conditions at that time, as well as accounting elections and judgements that it will
make in future.

Classification and measurement

The classification of the Banks investments is expected to change as follows:

- Debt instruments amounting to Rs 228.910 billion will be reclassified from AFS to Amortised Cost.
- Equity securities amounting to Rs 1.784 billion will be reclassified from AFS to FVTPL.

Financial impact

The total estimated impact (net of tax) of the adoption of IFRS 9 on the opening balance of the Bank's equity as at January 1,
2023 is an increase of approximately Rs. 6.072 billion, representing:

- Adecrease of Rs 8.265 billion in equity due to an increase in ECL.
- Anincrease of Rs. 14.337 billion in equity resulting from reclassification of investments as mentioned above.
Impact on regulatory capital

In order to mitigate the impact of ECL on capital, the SBP has permitted banks to adopt a transitional approach to phase in
the impact over a period of five years. The transitional arrangement applies only to ECL for stage 1 and 2 financial assets.

Critical accounting estimates

The preparation of consolidated financial statements in conformity with accounting and reporting standards as applicable in
Pakistan requires the use of certain critical accounting estimates. It also requires the management to exercise judgement in
the process of applying the Group's accounting policies. Estimates and judgements are continually evaluated and are based
on historical experience, including expectations of future events that are believed to be reasonable under the circumstances.
The areas where various assumptions and estimates are significant to the Group's financial statements or where judgement
was exercised in the application of accounting policies are as follows:

i) Classification of investments (note 4.3)

ii) Valuation and impairment of investments, associates and joint venture (note 4.3)

iii) Provision against advances (note 4.4)

iv) Valuation and depreciation of fixed assets (note 4.5)

v) Valuation and depreciation of right-of-use assets and their related lease liability (note 4.6)
vi) Valuation and amortization of intangible assets (note 4.7)

vii) Valuation of non-banking assets acquired in satisfaction of claims (note 4.8)

viii) Valuation of defined benefit plans (note 4.12)

ix) Taxation (note 4.15)

x) Fair value of derivatives (note 4.21)
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Revisions to accounting estimates are recognised 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.

During the year, the Bank has reviewed its estimate of the useful life of Point of Sale (POS) terminals in its domestic
operations and the useful life of intangibles in its China branches, which has resulted in a change in the Bank's estimate of
their useful lives. These revisions have been accounted for as a change in accounting estimate as per the requirements of IAS
8 and accordingly, have been recognised prospectively in the consolidated profit and loss account from the current year.

The impact of these changes is disclosed in note 10.2.1 and 11.3.3 respectively.

BASIS OF MEASUREMENT

Accounting convention

These consolidated financial statements have been prepared under the historical cost convention except for:

- Certain classes of fixed assets and non-banking assets acquired in satisfaction of claims, which are stated at revalued
amounts less accumulated depreciation.

- Investments classified as held-for-trading and available-for-sale, which are measured at fair value.

- Derivative financial instruments, including forward foreign exchange contracts, which are measured at fair value.
- Right-of-use assets and their related lease liability, which are measured at their present values.

- Net obligations in respect of defined benefit schemes, which are measured at their present values.

Functional and presentation currency

These consolidated financial statements are presented in Pakistani rupees, which is the Group's functional currency. Amounts
are rounded to the nearest thousand Rupees.

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.

Cash and cash equivalents
Cash and cash equivalents include cash and balances with treasury banks and balances with other banks.
Lending / borrowing transactions with financial institutions

The Group enters into transactions of reverse repos and repos at contracted rates for a specified period of time. These are
recorded as under:

Purchases under resale agreements (reverse repo)
Securities purchased under resale agreements are not recognised as investments in the financial statements and the amount

extended to the counterparty is included in lendings to financial institutions. The difference between the purchase price and the
contracted resale price is accrued on a time proportion basis over the period of the contract and recorded as markup income.
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Sales under repurchase agreements (repo)

Securities sold under repurchase agreements continue to be recognised as investments in the financial statements and the
liability to the counterparty is included in borrowings. The difference between the sale price and the contracted repurchase
price is accrued on a time proportion basis over the period of the contract and recorded as markup / interest expense.

Bai Muajjal

Bai Muaijjal transactions represent sales of Sukuks on a deferred payment basis and are shown in lendings to financial
institutions except for transactions undertaken directly with the Government of Pakistan which are disclosed as investments.
The difference between the deferred payment amount receivable and the carrying value at the time of sale is accrued and
recorded as income over the life of the transaction.

Investments

The Group classifies its investments, other than its investments in associates and joint ventures, into the following categories:

Held-for-trading

These are securities included in a portfolio in which a pattern of short-term trading exists, or which are acquired for generating
a profit from short-term fluctuations in market prices or interest rate movements. Under normal circumstances, these
securities are required to be sold within 90 days from the date of their purchase.

Held-to-maturity

These are securities with fixed or determinable payments and fixed maturity that the Group has the positive intent and ability to
hold till maturity.

Available-for-sale

These are investments, other than investments in associates and joint ventures, that do not fall under the held-for-trading or
held-to-maturity categories.

Initial measurement

All purchases and sales of investments that require delivery within the time frame established by regulations or market
convention are recognised at the trade date. The trade date is the date on which the Group commits to purchase or sell the
investment.

In the case of investments classified as held-for-trading, transaction costs are expensed through the profit and loss account.
Transaction costs associated with investments other than those classified as held-for-trading are included in the cost of the
investments.

Subsequent measurement
Held-for-trading

Investments classified as held-for-trading are subsequently measured at fair value. Any unrealised surplus / deficit arising on
revaluation is taken to the profit and loss account.

Held-to-maturity

Investments classified as held-to-maturity are subsequently measured at amortised cost using the effective interest rate
method, less any impairment recognised to reflect irrecoverable amounts.

Available-for-sale

Listed securities classified as available-for-sale are subsequently measured at fair value. Any unrealised surplus / deficit
arising on revaluation is recorded in the surplus / deficit on revaluation of securities account (shown as part of equity in the
statement of financial position) and is taken to the profit and loss account either when realised upon disposal or when the
investment is considered to be impaired.

Unlisted equity securities are carried at the lower of cost and break-up value. The break-up value is calculated with reference
to the net assets of the investee company as per its latest available audited financial statements. The Bank may also use
unaudited or management accounts to determine if any additional impairment needs to be charged beyond amounts already
charged based on audited financial statements. Other unlisted securities are valued at cost less impairment, if any.
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Investments in associates and joint ventures

Associates and joint ventures are accounted for using the equity method of accounting. Under the equity method, the
investment is initially recognised at cost. The carrying amount is subsequently increased / decreased to recognize the
investor's share of the investee's profit and loss and reserves subsequent to the date of acquisition. The share of the
investee's profit and loss is recognised through the profit and loss account while the share of reserves is recognised through
Other Comprehensive Income.

Impairment

The Group determines that available-for-sale listed equity investments are impaired when there has been a significant or
prolonged decline in the fair value of these investments below their cost. The determination of what is significant or prolonged
requires judgement. In making this judgement, the Group evaluates, among other factors, the normal volatility in share price.
In addition, impairment may be appropriate when there is evidence of deterioration in the financial condition of the investee,
industry and sector performance and changes in technology. A subsequent increase in the fair value of a previously impaired
listed equity security is recorded in the statement of financial position in the surplus / deficit on revaluation of securities account
and only recorded through the profit and loss account when realised on disposal.

A decline in the carrying value of unlisted equity securities is charged to the profit and loss account. A subsequent increase in
the carrying value, up to the cost of the investment, is credited to the profit and loss account.

Provision for diminution in the value of debt securities held in Pakistan is made as per the Prudential Regulations issued by the
SBP. Provision against investments by the Group's overseas operations is made as per the requirements of their respective
regulatory regimes.

When a debt security, classified as available-for-sale, is considered to be impaired, the balance in the surplus / deficit on
revaluation of securities account is transferred to the profit and loss account as an impairment charge. If, in a subsequent
period, the fair value of a debt instrument increases and the increase can be objectively related to an event occurring after the
impairment loss was recognised, the impairment loss is reversed through the profit and loss account.

When a debt security, classified as held-to-maturity, is considered to be impaired, the impairment is directly charged to the
profit and loss account as held-to-maturity securities are carried at amortized cost. Any subsequent reversal of an impairment
loss, up to the cost of the investment in the debt security, is credited to the profit and loss account.

Provision for diminution in the value of other securities is made after considering objective evidence of impairment.

The Group considers that a decline in the recoverable value of its investments in associates and joint ventures below their
carrying value 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 recognised when the recoverable value falls below the carrying value and is charged to the
profit and loss account. Any subsequent reversal of an impairment loss, up to the carrying value of the investment in
associates and joint ventures, is credited to the profit and loss account.

Advances

Advances are stated net of specific and general provisions. Provision against advances by the Group's operations in Pakistan
is made in accordance with the requirements of the Prudential Regulations. Provision against advances by the Group's
overseas operations is made as per the requirements of their respective regulatory regimes. Advances are written off in line
with the Bank’s policy when there are no realistic prospects of recovery.

Since 2020, several borrowers have been severely impacted, initially by the COVID-19 pandemic, and since then, by the
stressed economic conditions. The potential impact of the economic stress is difficult to predict, as many such borrowers have
also availed the SBP enabled deferment / restructuring & rescheduling relief. Hence, management feels that it is appropriate
to maintain an additional general provision on the domestic, funded performing credit portfolio excluding:

- Government guaranteed exposure
- Consumer and staff lending
- Exposure secured by cash / near cash collateral

This additional provision as at any statement of financial position date, is based on management’s best estimate and can be
up to a maximum of 1% of the above mentioned portfolio. HBL MfB also maintains an additional general provision, based on
management's best estimate, in respect of the portion of its microfinance portfolio which has been deferred, restructured or
rescheduled under the SBP scheme and on account of the devastating floods in 2022 which have impacted customers in its
area of operations.
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Finance lease receivables

Leases where the Group transfers a substantial portion of the risks and rewards incidental to the ownership of an asset to the
lessee are classified as finance leases. A receivable is recognised at an amount equal to the present value of the future lease
payments including any guaranteed residual value. The net investment in finance lease is included in advances.

Islamic financing and related assets

Murabaha financing is a cost plus profit transaction. Funds disbursed for the purchase of goods are recorded as an advance
against Murabaha. Once the goods are sold to the customers, the transaction is recorded as financing. Goods purchased by
the Bank but remaining unsold are recorded as inventories.

The financing is recorded at the deferred sale price. Profit earned on financing is recognised as unearned income and
amortised into the profit and loss account over the term of the Murabaha financing. It is possible for Bank to buy the inventory
on customer's behalf and sell it to the customers on spot basis. In this case, the entire profit is recognised immediately in the
profit and loss account.

Under ljarah financing, the Bank transfers the rights to use an asset to the customer for an agreed period for an agreed
consideration. Assets given under ljarah are stated at cost less accumulated depreciation, residual value and impairment
losses, if any. The depreciation is calculated on a straight-line basis over the term of the ljarah after taking into account the
estimated residual value. Impairment of ljarah assets is recognised in line with the Prudential Regulations or upon the
occurrence of an impairment event which indicates that the carrying value of the ljarah asset may exceed its recoverable
amount. The ljarah rental received / receivable is recognised as income on an accrual basis.

Gains or losses on disposal of ljarah assets are taken to the profit and loss account in the period in which they arise.

For Running Musharakah the Bank and the customer enter a Musharakah (transaction or business partnership arrangement)
where the Bank agrees to finance the operating activities of the customer's business and share the profit or loss at a pre-
agreed ratio. Profit is provisionally recognised on an accrual basis and is adjusted once the customer declares the final profit
after issuance of audited financial statements.

Under Diminishing Musharakah financing, the Bank and the customer create joint beneficial ownerships over tangible assets
to fulfill the customer's capital expenditure / project requirements. The Bank receives periodic payments, partly for renting its
portion of the assets to the customer and partly for the gradual transfer / sale of its share of ownership to the customer. The
rental payment is recognised as profit while the asset transfer / sale payments are applied towards reducing the outstanding
principal.

Under lIstisna financing, the Bank gives an advance to customers for manufacturing goods and may allow their sale
immediately after the goods are manufactured or allow a pre-agreed time to sell the goods on deferred payment basis as the
Bank's agent to a third party. Profit is recognised at the time when the goods are sold to the third party. In case of a deferred
sale, the profit is recognised on an accrual basis over the term of the financing.

Under Tijarah financing, the Bank purchases finished goods from the customer against payment, takes possession and
appoints the customer as an agent to sell these goods to the ultimate buyer, generally on a deferred payment basis. Goods
purchased by the Bank and sold by the customer on a deferred payment basis are recognised as financing while goods
purchased by the Bank but remaining unsold by the customer are recorded as inventories. Profit on the financing is recognised
on an accrual basis over the period of transaction.

Wakalah is an agency contract in which the Bank provides funds to a customer to invest in a Shariah compliant manner. This
is recorded as financing and profit is recognised on an accrual basis and is adjusted once the customer declares Wakalah
business performance.

Salam is a sale whereby the Bank undertakes to supply some specific commodity (ies) or asset (s) to the customer at a future
date in exchange for an advance price fully paid on spot.

Currency Salam is an exchange or sale of a currency with another currency at a future date, at conversion rate within the spot
range on the day of such contract execution.

Under Musawamah financing, the Bank purchases the goods and, after taking possession, sells them to the customer at an
agreed price without disclosing the cost. Goods purchased by the Bank can either be sold to the customer as a spot
transaction or on a deferred payment basis. Goods purchased by the Bank but remaining unsold are recorded as inventories.
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Fixed Assets

Fixed assets are stated at cost, except for land and buildings which are carried at revalued amounts, less any applicable
accumulated depreciation and accumulated impairment losses.

Land, capital work-in-progress and works of art are not depreciated. Other items included in fixed assets are depreciated over
their expected useful lives using the straight-line method. Depreciation is calculated to write down the assets to their residual
values over their expected useful lives at the rates specified in note 10.2 to these consolidated financial statements.
Depreciation on additions is charged from the month in which the assets are available for use. No depreciation is charged in
the month in which the assets are disposed off. The residual values, useful lives and depreciation methods are reviewed and
adjusted, if appropriate, at each statement of financial position date.

Land and buildings are revalued by independent professionally qualified valuers with sufficient regularity to ensure that their
net carrying value does not differ materially from their fair value. If an asset's carrying value increases as a result of
revaluation, such increase or surplus arising on revaluation is credited to the surplus on revaluation of fixed assets account.
However, if the increase reverses a deficit on the same asset previously recognised in the profit and loss account, such
increase is also recognised in the profit and loss account to the extent of the previous deficit and thereafter in the surplus on
the revaluation of fixed assets account. Any accumulated depreciation at the date of revaluation is eliminated against any
additional surplus on revaluation and the net carrying value is restated at the revalued amount of the asset.

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

Normal repairs and maintenance are charged to the profit and loss account as and when incurred. Major repairs and
renovations that increase the useful life of an asset are capitalised.

Gains or losses arising on the disposal of fixed assets are included in the profit and loss account. Surplus on revaluation (net
of deferred tax) realised on disposal of fixed assets is transferred directly to unappropriated profit.

Right-of-use assets and their related lease liability

Right-of-use assets

On initial recognition, right-of-use assets (ROU) are measured at an amount equal to the initial lease liability adjusted for any
lease payments made at or before the commencement date, plus any initial direct costs incurred and an estimate of costs to
be incurred to restore the underlying asset or the site on which it is located to its original condition.

ROU assets are subsequently stated at cost less any accumulated depreciation / accumulated impairment losses and are
adjusted for any remeasurement of lease liability. Such remeasurement only occurs in cases where the terms of the lease are
changed during the lease tenor.

ROU assets are depreciated using the straight-line method over a period starting from the commencement date of the lease
contract to the end of the estimated useful life of the ROU asset or the end of the lease term, whichever is earlier. The
estimated useful lives of ROU assets are determined on the same basis as that for owned assets. Depreciation on additions
(new leases) is charged from the month in which the leases are entered into. No depreciation is charged in the month in which
the leases mature or are terminated.

Lease liability against ROU assets

Lease liabilities against ROU assets are initially measured at the present value of the remaining lease payments, discounted
using the interest rate implicit in the lease or, if that rate cannot be readily determined, then at the applicable incremental
borrowing rate. The lease liability is subsequently measured at amortised cost using the effective interest rate method.

Each lease payment is allocated between a reduction of the liability and a finance cost. The finance cost is charged to the
profit and loss account as markup expense over the lease period so as to produce a constant periodic rate of interest on the
remaining balance of the liability for each period.

Intangible assets
Intangible assets other than goodwill

Intangible assets having a finite useful life are stated at cost less accumulated amortisation and accumulated impairment
losses, if any. Such intangible assets are amortised over their estimated useful lives using the straight-line method.
Amortisation is calculated to write down the assets to their residual values over their expected useful lives at the rates stated in
note 11.1 to these consolidated financial statements. Amortisation on additions is charged from the month in which the assets
are available for use. No amortisation is charged in the month in which the assets are disposed off. The residual values, useful
lives and amortisation methods are reviewed and adjusted, if appropriate, at each statement of financial position date.
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Intangible assets which arise from contractual or other legal rights on the acquisition of another entity and are deemed
separable are considered as part of the net identifiable assets acquired. These are initially measured at fair value. Intangible
assets with a finite useful life are amortized over their expected useful lives and are stated at cost less accumulated
amortization and accumulated impairment losses, if any. Intangible assets having an indefinite useful life are stated at cost
less impairment, if any. Such intangible assets are tested for impairment annually, or whenever there is an indication of
impairment, as per the requirements of IAS 36, Impairment of Assets. An impairment charge in respect of intangible assets is
recognised through the profit and loss account. Any subsequent reversal of an impairment loss, up to the extent of the
impairment, is credited to the profit and loss account.

Goodwill

Goodwill arises in a business combination and is initially recognised at fair value as the excess of the purchase price paid over
the fair value of the specifically identifiable tangible and intangible assets and liabilities acquired. Goodwill is subsequently
carried at its initially recorded amount less impairment, if any. Goodwill is tested for impairment annually, or whenever there is
an indication of impairment, as per the requirements of IAS 36, Impairment of Assets. An impairment charge in respect of
goodwill is recognised through the profit and loss account.

Non-banking assets acquired in satisfaction of claims

Non-banking assets acquired in satisfaction of claims are initially recorded at cost and are carried at revalued amounts less
accumulated depreciation and impairment, if any. These assets are revalued with sufficient regularity by professionally
qualified valuers to ensure that their net carrying value does not differ materially from their fair value. An increase in the market
value over the acquisition cost is recorded as a surplus on revaluation. A decline in the market value is adjusted against the
surplus of that asset or, if no surplus exists, is charged to the profit and loss account as an impairment. A subsequent increase
in the market value of an impaired asset is reversed through the profit and loss account up to the extent of the impairment and
thereafter credited to the surplus on revaluation of that asset. All direct costs of acquiring title to the asset are charged
immediately to the profit and loss account.

Depreciation on assets acquired in satisfaction of claims is charged to the profit and loss account on the same basis as
depreciation charged on the Group’s owned fixed assets.

If the recognition of such assets results in a reduction in non-performing loans, such reductions and the corresponding
reductions in provisions held against non-performing loans are disclosed separately.

These assets are generally intended for sale. Gains and losses realised on the sale of such assets are disclosed separately

from gains and losses realised on the sale of fixed assets. Surplus on revaluation (net of deferred tax) realised on disposal of
these assets is transferred directly to unappropriated profit.

However, if such an asset, subsequent to initial recording, is used by the Group for its own operations, the asset, along with
any related surplus, is transferred to fixed assets.

Borrowings / deposits

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

Subordinated debt

Subordinated debt is recorded at the amount of proceeds received. Mark-up accrued on subordinated debt is charged to the
profit and loss account.

Acceptances

Acceptances comprise undertakings by the Group to pay bills of exchange drawn on customers. Acceptances are recognised
as a financial liability in the statement of financial position with the contractual right of reimbursement from the customer
recognised as a financial asset.
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Employee benefits

The Bank operates a number of post-retirement benefit plans, which include both defined contribution plans and defined
benefit plans.

For defined contribution plans, the Bank pays contributions to the fund on a periodic basis, and such amounts are charged to
the profit and loss account when the payment obligation is established. The Bank has no further payment obligations once the
contributions have been paid.

For funded defined benefit plans, the liability recognised in the statement of financial position is the present value of the
defined benefit obligations less the fair value of plan assets as at the statement of financial position date. Contributions to the
fund are made by the Bank on a periodic basis.

For non-funded defined benefit plans, the liability recognised in the statement of financial position is the present value of the
defined benefit obligations as at the statement of financial position date.

The liability in respect of all obligations under defined benefit schemes is calculated annually by an independent actuary using
the Projected Unit Credit Method.

Actuarial gains and losses

Actuarial gains and losses that arise out of experience adjustments and changes in actuarial assumptions are recognised in
other comprehensive income with no subsequent recycling through the profit and loss account. Gains and losses on
remeasurement of the liability for compensated absences are recognised in the profit and loss account.

Past Service Cost

Past service cost is the change in the present value of the defined benefit obligation resulting from a plan amendment and is
recognised through the profit and loss account when the plan is amended.

Current Service Cost

Current service cost is the increase in the present value of the defined benefit obligation resulting from employee service in the

current period, and is recognised through the profit and loss account.

Foreign currency
Foreign currency transactions

Transactions in foreign currencies are translated into rupees at the foreign exchange rates prevailing on the transaction date.
Monetary assets and liabilities denominated in foreign currency are translated into rupees at the rates of exchange prevailing
on the date of the statement of financial position. Forward transactions in foreign currencies and foreign bills purchased are
translated at forward foreign exchange rates applicable to their respective maturities.

Foreign operations

The assets and liabilities of foreign operations are translated to Pakistani rupees at exchange rates prevailing at the date of
the statement of financial position. The income and expenses of foreign operations are translated to Pakistani Rupees at
average rates of exchange prevailing during the year.

Goodwill arising on the acquisition of an entity by an overseas subsidiary is treated as an asset of the overseas subsidiary and
is translated at foreign exchange rates prevailing as at the date of the statement of financial position.

Translation gains and losses

Gains and losses arising from foreign currency translations are taken to the profit and loss account, except those arising from
the translation of the net investment in foreign branches, associates, joint ventures and subsidiaries, which are recognized
through the statement of other comprehensive income as an Exchange Translation Reserve (ETR). Balances in the ETR are
only taken to the profit and loss account on disposal of the investment.

Contingencies and Commitments

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

Income recognition

Revenue is recognised to the extent that the economic benefits associated with a transaction will flow to the Group and the
revenue can be reliably measured.
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Advances and investments

Income on performing advances and debt securities is recognised on a time proportion basis as per the terms of the contract.
Where debt securities are purchased at a premium or discount, such premium / discount is amortised through the profit and
loss account over the remaining maturity of the debt security using the effective yield method.

Income recoverable on classified advances and investments is recognised on a receipt basis. Income on rescheduled /
restructured advances and investments is recognised as permitted by SBP regulations or by the regulatory authorities of the
countries in which the Group operates.

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 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 and losses on termination of lease contracts are recognised through the profit and loss account when these are
realised. For classified leases, unrealised lease income and other fees are recognised on a receipt basis.

Fee, Commission and Brokerage Income

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

Dividend income

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

Taxation

Income tax expense comprises of the charge for current and prior years and deferred tax. Income tax expense is recognised in
the profit and loss account except to the extent that it relates to items recognised directly in equity.

Current

The charge for current taxation is calculated on taxable income earned during the year from local as well as foreign operations
using tax rates enacted as at the date of the statement of financial position.

Prior years

The charge for prior years represents adjustments to the tax charge for prior years, arising from assessments, changes in
estimates, and retrospectively applied changes to law, made during the current year.

Deferred

Deferred tax is recognised using the balance sheet liability method on all temporary differences between the amounts
attributed to assets and liabilities for financial reporting purposes and the amounts used for taxation purposes.

Deductible temporary differences (deferred tax assets) are temporary differences that are deductible from the taxable income
of future periods when the carrying amount of the underlying asset or liability is recovered or settled. A deferred tax asset is
recognised only to the extent that it is probable that future taxable profits will be available against which the asset can be
utilized.

Taxable temporary differences (deferred tax liabilities) are temporary differences that will result in a tax liability in future periods
when the carrying amount of the asset or liability is recovered or settled.

Deferred tax is calculated at the tax rates that are expected to be applicable to the temporary differences when they reverse,
based on laws that have been enacted or substantively enacted as at the date of the statement of financial position.

The Bank also records a deferred tax asset / liability on items recognised directly in the statement of comprehensive income
such as surplus / deficit on revaluation of assets and actuarial gains / losses. These items are disclosed net of the related
deferred tax asset / liability.

Deferred tax assets are reviewed annually for impairment. Where objective evidence exists that the carrying value of a
deferred tax asset may not be recoverable, the deferred tax asset is reduced to its recoverable value. The difference between
the carrying value and the recoverable value is recognised through the profit and loss account as a deferred tax expense.
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Impairment of non-financial assets

The carrying values of non-financial assets are reviewed at each statement of financial position date to determine whether
there is any indication of impairment. If such indication exists, the recoverable value of the asset is estimated. An impairment
loss is recognised through the profit and loss account whenever the recoverable value of an asset is lower than its carrying
value.

A subsequent increase in the recoverable value of the asset results in a reversal of the impairment loss through the profit and
loss account, up to the original carrying value of the asset, if the reversal can be objectively related to an event occurring after
the impairment loss was recognised.

Provisions

Provisions are recognised when the Group has present legal or constructive obligations as a result of past events, it is
probable that an outflow of resources will be required to settle the obligation and a reliable estimate of the amount can be
made.

A provision for off balance sheet obligations is recognised when the Bank becomes aware of the obligation and reasonable
certainty exists that the Group 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.

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

Contingent Liabilities

Contingent liabilities are not recognised in the statement of financial position as they are possible obligations where it has yet
to be confirmed whether a liability, which will ultimately result in an outflow of economic resources to settle the obligation, will
arise. In cases where the probability of an outflow of economic resources is considered remote, it is not disclosed as a
contingent liability.

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 either to settle on a net basis, or to realise the assets
and to settle the liabilities simultaneously.

Financial Assets and Liabilities

Financial assets and liabilities carried on the statement of financial position include cash and bank balances, lending to
financial institutions, investments, advances, certain other receivables, bills payable, borrowings, deposits, subordinated debt,
lease liabilities against ROU assets and certain payables. The particular recognition methods adopted for significant financial
assets and financial liabilities are disclosed in the relevant policy notes.

Derivative Financial Instruments

Derivative financial assets and liabilities are initially recognised at fair value on the date on which a derivative contract is
entered into and are subsequently measured at their fair values using appropriate valuation techniques. Derivative financial
instruments are carried as an asset when the fair value is positive and as a liability when the fair value is negative. Any change
in the fair value of derivative financial instruments is taken directly to the profit and loss account.

Dividends and appropriation to reserves

Dividends and appropriations to reserves, which are approved subsequent to the date of the statement of financial position
are, except where required by law, recognised in the year in which these are approved and disclosed as a non-adjusting event
after the balance sheet date.

Earnings per share

The Group presents basic and diluted earnings per share (EPS). Basic EPS is calculated by dividing profit after tax for the year
attributable to equity holders of the Group by the weighted average number of ordinary shares outstanding during the year.
Diluted earnings per share is not calculated separately, as the Bank does not have any convertible instruments in issue.
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Segment reporting

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

Business segments

The Group is managed along the following business lines for monitoring and reporting purposes:

i)

i)

ii)

iv)

v)

Vi)

Branch banking

This segment pertains to the branch distribution network, its related deposit and other products and general banking.
services.

Consumer, SME and agriculture lending

This segment pertains to loan products offered to the Consumer, SME and Agriculture segments.

Islamic banking

This segment pertains to all business lines of the Islamic banking network and includes all Islamic products offered by the
bank.

Corporate, commercial and investment banking

This segment provides a wide variety of financial products and services to large and medium sized clients, across the
entire spectrum of industrial sectors.

International and correspondent banking

This segment includes all international branches and subsidiaries, the financial institutions business and global
remittances.

Treasury

This segment is responsible for asset / liability management and includes all treasury related products such as fixed
income money market, FX and derivatives.

vii) Asset management

This segment pertains to HBL Asset Management Limited.

viii) Microfinance

ix)

This segment pertains to HBL Microfinance Bank Limited.
Head Office / Others

This segment includes numbers related to HBL Konnect, Head Office functions and HBL Currency Exchange.

Geographical segments

The Group is managed along the following geographic lines for monitoring and reporting purposes:

i)

Pakistan (including KEPZ)

This includes the domestic operations and HBL’s KEPZ branch.

i) Middle East and Africa

ii)

iv)

This includes UAE, Bahrain, Oman, Lebanon and Mauritius.

Asia

This includes Afghanistan, Bangladesh, China, Maldives, Singapore and Sri Lanka.
Europe

This includes Belgium, Turkey and the United Kingdom.
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Note 2022 2021
(Rupees in '000)
CASH AND BALANCES WITH TREASURY BANKS

In hand
Local currency 74,268,200 48,996,151
Foreign currencies 7,583,546 5,505,082

81,851,746 54,501,233

With State Bank of Pakistan in

Local currency current accounts 5.1 118,025,638 || 147,418,412
Local currency special deposit account - 2,531,227
Foreign currency current accounts 5.2 292,436 8,637,953
Foreign currency deposit accounts 53 655,439 18,104,962

118,973,513 176,692,554

With other Central Banks in
Foreign currency current accounts 54 57,271,642 58,855,062
Foreign currency deposit accounts 5.5 35,609,011 12,755,756
92,880,653 71,610,818

With National Bank of Pakistan in
Local currency current accounts 1,757,957 || 137,197,419
Local currency deposit account 5.6 389,942 948,771
2,147,899 138,146,190

National Prize Bonds 161,575 301,451

296,015,386 441,252,246

These represent local currency current accounts maintained under the Cash Reserve Requirement of the SBP.

These represent foreign currency current accounts maintained under the Cash Reserve Requirement of the SBP.

This includes a foreign currency deposit account maintained under the Special Cash Reserve Requirement (SCRR) of the
SBP which carries mark-up at a rate of 3.14% per annum (2021: 0.00% per annum) and a foreign currency settlement
account maintained with the SBP which carries mark-up at a rate of 0.00% per annum (2021: 0.00% per annum).

These represent balances held with the central banks of the countries in which the Group operates, in accordance with
local statutory / regulatory requirements. These include balances in remunerative current accounts amounting to Rs
25,309.932 million (2021: Rs 23,272.206 million), which carry mark-up at rates ranging from 1.04% to 3.50% per annum
(2021: 0.08% to 0.32% per annum).

These represent balances held with the central banks of the countries in which the Group operates, in accordance with
local regulatory requirements. These carry mark-up at rates ranging from 0.00% to 14.50% per annum (2021: 0.00% to
9.50% per annum).

This represents a deposit account maintained with National Bank of Pakistan. This carries mark-up at a rate of 12.25% per
annum (2021: 7.25% per annum).
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Note 2022 2021
(Rupees in '000)
BALANCES WITH OTHER BANKS

In Pakistan
In current accounts 764,679 317,534
In deposit accounts 6.1 412,037 18,430,779

1,176,716 18,748,313
Outside Pakistan

In current accounts 6.2 25,939,811 32,804,685
In deposit accounts 6.3 14,396,495 12,885,077

40,336,306 45,689,762

41,513,022 64,438,075

These carry mark-up at rates ranging from 5.50% to 15.00% per annum (2021: 5.00% to 11.50% per annum).

This includes an amount of Rs 5,564.242 million (2021: 1,937.318 million) in remunerative current accounts which carry
mark-up at rates ranging from 0.01% to 1.00% per annum (2021: 0.01% to 1.20% per annum).

These carry mark-up at rates ranging from 0.01% to 30.50% per annum (2021: 0.00% to 18.50% per annum).

Note 2022 2021
LENDINGS TO FINANCIAL INSTITUTIONS (Rupees in '000)
Call money lendings - 24,600,000
Repurchase agreement lendings (reverse repo) 7.2 254,593,287 64,970,746
Bai Muajjal receivable from financial institutions - 4,171,686

254,593,287 93,742,432

Lendings to financial institutions are all in local currency.

Repurchase agreement lendings carry mark-up at rates ranging from 15.95% to 16.60% per annum (2021: 9.50% to
10.65% per annum) and are due to mature latest by January 06, 2023.

Securities held as collateral against lendings to financial institutions

2022 2021
Held by lfurther Held by Further given
given as Total Total
Group Group as collateral
collateral
(Rupees in '000)
Market Treasury Bills 92,318,287 - 92,318,287 17,766,592 - 17,766,592
Pakistan Investment Bonds 162,275,000 - 162,275,000 47,204,154 - 47,204,154
254,593,287 - 254,593,287 64,970,746 - 64,970,746

The market value of securities held as collateral against repurchase agreement lendings amounted to Rs 254,221.016
million (2021: Rs 64,982.010 million).
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8

8.1

INVESTMENTS Note

Investments by type

Held-for-trading (HFT) securities

Federal Government securities
- Market Treasury Bills
- Pakistan Investment Bonds
Shares
- Listed companies
Foreign securities
- Government debt securities

Available-for-sale (AFS) securities

Federal Government securities
- Market Treasury Bills 83886
- Pakistan Investment Bonds 8.3
- ljarah Sukuk
- Government of Pakistan US
Dollar Bonds
- Other Federal Government
securities
Shares
- Listed companies
- Unlisted companies
Non-Government debt securities
- Listed
- Unlisted
Foreign securities
- Government debt securities
- Non-Government debt securities
- Listed
- Unlisted
- Equity securities - Unlisted
National Investment Unit Trust units
Real Estate Investment Trust units
- Listed
- Unlisted
Preference shares
- Listed
- Unlisted

Held-to-maturity (HTM) securitie: 8.7

Federal Government securities
- Market Treasury Bills
- Pakistan Investment Bonds ~ 8.3,8.4 &8.5
- Government of Pakistan US
Dollar Bonds
- Other Federal Government
securities
Non-Government debt securities
- Listed
- Unlisted
Foreign Securities
- Government debt securities
- Non-Government debt securities
- Listed
- Unlisted

Investments in associates and

joint venture 82.1&8.13

Total Investments

2022 2021

Cost/ me\::rswn Surplus | Carrying value ami?':ts:ed PFOfVOIrSIOH Surplus | Carrying value

amortised cost 1" (deficit) Tving or (deficit) ying

diminution cost diminution
(Rupees in '000)
5,885,581 - (7,865) 5,877,716 || 111,592,255 (31,517) 111,560,738
52,471,296 - (85,104) 52,386,192 92,201,740 110,414 92,312,154
132 - (41) 91 332,860 (24,270) 308,590
3,278,776 - 8,620 3,287,396 316,867 12,619 329,486
61,635,785 - (84,390) 61,551,395 204,443,722 67,246 204,510,968
222,762,973 (396,299) 222,366,674 279,633,112 108,423 279,741,535
936,341,475 (29,604,154)|| 906,737,321 || 806,059,810 (4,943,247)|| 801,116,563
125,360,260 (2,772,531) 122,587,729 || 119,617,967 (537,141) 119,080,826
18,895,230 || (2,213,447)| (8,221,230) 8,460,553 16,378,045 (347,350) 438,586 16,469,281
4,686,060 4,686,060 1,016,120 - 1,016,120
6,329,024 || (2,097,873) (242,961) 3,988,190 8,170,830 || (1,962,154) 427,255 6,635,931
5,372,888 (119,718) - 5,253,170 5,372,623 (91,009) - 5,281,614
52,253,137 (602,689)|| (2,566,098) 49,084,350 51,499,951 (78,236) 638,300 52,060,015
2,664,233 (413,232) 16,321 2,267,322 1,648,381 (247,381) 24,000 1,425,000
126,975,290 || (1,672,462) (739,952) 124,562,876 75,576,649 (264,753) 32,707 75,344,603
9,364,897 || (1,124,713) (132,840) 8,107,344 13,428,106 (990,667) 140,089 12,577,528
5,461,354 - 593 5,461,947 - - - -
7,762 (197) - 7,565 6,318 (156) - 6,162
11,113 - 27,057 38,170 11,113 - 35,335 46,448
55,000 13,200 68,200 55,000 5,800 60,800
1,575,000 - 1,575,000 -

744,400 - 172,200 916,600 744,400 - 80,500 824,900
354,985 (285,793) - 69,192 176,985 (150,075) - 26,910
1,519,215,081  (8,530,124) (44,446,694) 1,466,238,263 1,379,395410  (4,131,781) (3,549,393) 1,371,714,236
109,068,345 109,068,345 397,178 - 397,178
232,170,109 232,170,109 || 285,685,656 - 285,685,656
5,265,790 (379,077) - 4,886,713 - -
- 10,794,000 - 10,794,000
1,733,442 1,733,442 2,365,422 - 2,365,422
18,301,991 18,301,991 22,851,835 - 22,851,835
14,365,073 14,365,073 14,672,889 - 14,672,889
161,426 (15,712) 145,714 285,954 (25,061) - 260,893
308,100 - 308,100 616,100 (1,559) - 614,541
381,374,276 (394,789) 380,979,487 337,669,034 (26,620) - 337,642,414
41,033,458 (1,001,561) 40,031,897 35,185,545 - (97,185) 35,088,360
2,003,258,600  (8,924,913) (45,532,645) 1,948,801,042 1,956,693,711 (4,158,401) (3,579,332) 1,948,955978
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Investments by segment

Federal Government securities

Market Treasury Bills

Pakistan Investment Bonds

ljarah Sukuks

Government of Pakistan US Dollar Bonds
Other Federal Government securities

Shares

- Listed companies
- Unlisted companies

Non-Government debt securities

- Listed
- Unlisted

Foreign securities
Government debt securities
Non-Government debt securities
- Listed
- Unlisted
Equity securities - Unlisted

National Investment Unit Trust units

Real Estate Investment Trust units
- Listed
- Unlisted

Preference shares
- Listed
- Unlisted

Investments in associates and joint venture

Diamond Trust Bank Kenya Limited
Himalayan Bank Limited, Nepal

Note

Kyrgyz Investment and Credit Bank, Kyrgyz Republic

Jubilee General Insurance Company Limited
Jubilee Life Insurance Company Limited
HBL Cash Fund

HBL Financial Sector Income Fund - Plan-1
HBL FPF Active Allocation Plan

HBL FPF Conservative Allocation Plan

HBL IFPF Active Allocation Plan

HBL Investment Fund Class A

HBL Multi Asset Fund

HBL Total Treasury Exchange Traded fund
HBL Investment Fund Class B

HBL Islamic Asset Allocation Fund

HBL Islamic Pension Fund - Equity Sub Fund
HBL Islamic Stock Fund

HBL Money Market Fund

HBL Pension Fund - Equity Sub Fund

HBL Stock Fund

HBL Energy Fund

HBL Equity Fund

HBL Income Fund

Total Investments

8.2.1

2022 2021
Cos.tl Provision for rpl rryin Provision rpl .
amortised di(:ni::l)tio: ?:efpicl:ts)’ ccaxe ’ amor(t:i‘s’::ilcost . f or . ?:ech:ts)’ Carrying value
cost diminution
(Rupees in '000)
337,716,899 - (404,164)|| 337,312,735 391,622,545 - 76,906 391,699,451
1,220,982,880 - || (29,689,258)|| 1,191,293,622 || 1,183,947,206 - (4,832,833)] 1,179,114,373
125,360,260 - (2,772,531)|| 122,587,729 119,617,967 - (537,141) 119,080,826
24,161,020 (2,592,524)| (8,221,230) 13,347,266 16,378,045 (347,350) 438,586 16,469,281
4,686,060 - - 4,686,060 11,810,120 - - 11,810,120
1,712,907,119 (2,592,524) (41,087,183) 1,669,227,412 1,723,375,883 (347,350)  (4,854,482) 1,718,174,051
6,329,156 (2,097,873) (243,002)" 3,988,281 8,503,690 || (1,962,154) 402,985 6,944,521
5,372,888 (119,718) - 5,253,170 5,372,623 (91,009) - 5,281,614
11,702,044 (2,217,591) (243,002) 9,241,451 13,876,313 (2,053,163) 402,985 12,226,135
53,986,579 (602,689) (2,566,098)" 50,817,792 53,865,373 (78,236) 638,300 54,425,437
20,966,224 (413,232) 16,321 20,569,313 24,500,216 (247,381) 24,000 24,276,835
74,952,803 (1,015,921)  (2,549,777) 71,387,105 78,365,589 (325,617) 662,300 78,702,272
144,619,139 (1,672,462) (731,332)]| 142,215,345 90,566,405 (264,753) 45,326 90,346,978
9,526,323 (1,140,425) (132,840) 8,253,058 13,714,060 || (1,015,728) 140,089 12,838,421
5,769,454 - 593 5,770,047 616,100 (1,559) - 614,541
7,762 (197) - 7,565 6,318 (156) - 6,162
159,922,678 (2,813,084) (863,579) 156,246,015 104,902,883  (1,282,196) 185,415 103,806,102
11,113 - 27,057 38,170 11,113 - 35,335 46,448
55,000 - 13,200 68,200 55,000 - 5,800 60,800
1,575,000 - - 1,575,000 - - - -
1,630,000 - 13,200 1,643,200 55,000 - 5,800 60,800
744,400 - 172,200 916,600 744,400 - 80,500 824,900
354,985 (285,793) - 69,192 176,985 (150,075) - 26,910
1,099,385 (285,793) 172,200 985,792 921,385 (150,075) 80,500 851,810
22,402,633 - (825,286) 21,577,347 17,605,819 - (64,973) 17,540,846
8,156,824 - (7,772) 8,149,052 6,296,106 - 1,808 6,297,914
3,582,764 - - 3,582,764 2,404,885 - - 2,404,885
3,445,952 - 1,083 3,447,035 3,313,616 - 39,323 3,352,939
2,580,693 - (5,945) 2,574,748 2,424,725 - (15,824) 2,408,901
160,389 - - 160,389 29,958 - - 29,958
71,772 - - 71,772 - - - -
45,151 - - 45,151 - - - -
30,730 - - 30,730 19,922 - - 19,922
64,997 - - 64,997 - - - -
411,229 - (163,641) 247,588 353,326 - (57,519) 295,807
35,499 - - 35,499 88,166 - - 88,166
44,825 - - 44,825 - - - -
- - - - 425,396 - - 425,396
- - - - 152,215 - - 152,215
- - - - 54,242 - - 54,242
- - - - 272,461 - - 272,461
- - - - 441,133 - - 441,133
- - - - 77,241 - - 77,241
- - - - 242,375 - - 242,375
- - - - 204,320 - - 204,320
- - - - 546,404 - - 546,404
- - - - 233,235 - - 233,235
41,033,458 - (1,001,561) 40,031,897 35,185,545 - (97,185) 35,088,360
2,003,258,600 (8,924,913) (45,532,645) 1,948,801,042 1,956,693,711  (4,158,401) (3,579,332)  1,948,955,978

This represents the Group's share of surplus / (deficit) on investments held by these entities.
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8.2.2

8.3

8.4

8.5

8.6

8.7

8.8

8.9

8.9.1

Investments given as collateral
The market value of investments given as collateral against borrowings is as follows:
Federal Government securities

- Market Treasury Bills

- Pakistan Investment Bonds

- Sukuks

Foreign securities
- Government debt securities

2022

2021

(Rupees in '000)

76,758,133 980,924
165,214,633 139,564,697
25,479,600 -
15,216,156 -
282,668,522 140,545,621

Investments include securities amounting to Rs 437,016.293 million (2021: Rs 447,617.323 million) which are held to comply with the
SBP's statutory liquidity requirements as set out under section 29 of the Banking Companies Ordinance, 1962.

Investments include Rs 227.500 million (2021: Rs 227.500 million) pledged with the SBP against TT/DD discounting facilities and demand

loan facilities.

Investments include Rs 10.000 million (2021: Rs 10.000 million) pledged with the Controller of Military Accounts against Regimental Fund

accounts being maintained at various branches of the Bank.

Investments include Rs 300.000 million (2021: Rs 200.000 million) pledged with the National Clearing Company of Pakistan against

trading margin.

The market value of investments classified as held-to-maturity amounted to Rs 351,020.204 million (2021: Rs 322,811.037 million).

2022 2021
Particulars of provision held against diminution in the value of investments (Rupees in '000)
Opening balance 4,158,401 5,263,672
Exchange adjustments 740,034 153,452
Charge / (reversal)
Charge for the year 4,565,152 512,131
Reversal for the year (24,044) (452,697)
Reversal on disposal during the year (689,400) (1,318,157)
Net charge / (reversal) 3,851,708 (1,258,723)
Transferred in 67,880 -
Other movement 106,890 -
Closing balance 8,924,913 4,158,401
Particulars of provision against debt securities
2022 2021
Non- Non-
Category of classification Performing Provision Performing Provision
Investments Investments
(Rupees in '000)
Domestic
Loss 413,232 413,232 247,381 247,381
Overseas
Overdue by:
91 to 180 days 452,912 452,912 - -
181 to 365 days 679,188 500,742 - -
> 365 days 1,065,339 1,065,339 929,609 929,609
2,197,439 2,018,993 929,609 929,609
2,610,671 2,432,225 1,176,990 1,176,990

In addition to the above, overseas branches hold a provision of Rs 3,989.107 million (2021: Rs 778.017 million) against investments in

accordance with the ECL requirements of IFRS 9.
Quality of available-for-sale (AFS) securities

Details regarding the quality of AFS securities are as follows:

Federal Government securities - Government guaranteed
Market Treasury Bills
Pakistan Investment Bonds
ljarah Sukuks
Government of Pakistan US Dollar Bonds
Other Federal Government securities - Islamic Naya Pakistan Certificates

2022

2021

Cost / amortised cost

(Rupees in '000)

222,762,973
936,341,475
125,360,260
18,895,230
4,686,060

279,633,112
806,059,810
119,617,967
16,378,045
1,016,120

1,308,045,998

1,222,705,054
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Shares 2022 2021
Cost
Listed companies (Rupees in '000)
Automobile Assembler 93,569 394,154
Automobile Parts and Accessories 85,167 85,167
Cement 659,875 516,871
Chemicals 224,084 264,588
Commercial Banks 949,350 1,498,440
Engineering 197,207 225,164
Fertilizer 811,050 1,259,527
Food and Personal Care Products - 45,306
Insurance 69,484 88,601
Investment Banks / Investment Companies / Securities Companies 1,122,067 1,122,315
Oil and Gas Exploration Companies 513,230 864,273
Oil and Gas Marketing Companies 210,443 279,329
Pharmaceuticals 196,431 158,935
Power Generation and Distribution 551,141 741,212
Technology and Communication 48,836 46,026
Textile Composite 526,897 420,279
Transport - 38,127
Miscellaneous 70,193 122,516
6,329,024 8,170,830
2022 2021
Cost Breakup value Cost Breakup value

(Rupees in '000)

Unlisted companies

Central Depository Company of Pakistan Limited 256,347 782,093 256,347 774,341
Engro Powergen Thar (Private) Limited 2,086,591 7,326,213 2,086,591 5,880,911
Sindh Engro Coal Mining Company Limited 2,267,346 5,536,372 2,267,346 4,553,223
Pakistan Mortgage Refinance Company Limited 500,000 1,015,616 500,000 879,382
First Women Bank Limited 63,300 203,928 63,300 203,928
SME Bank Limited 13,474 (43,229) 13,474 (31,898)
National Institutional Facilitation Technologies

(Private) Limited 1,527 64,687 1,527 61,903
National Investment Trust Limited 100 910,231 100 1,003,283
Pak Agriculture Storage and Services Corporation Limited 5,500 3,551,928 5,500 3,448,615
Society for Worldwide Interbank Financial

Telecommunication (S.W.I.F.T) 3,152 52,804 3,152 34,534
Naymat Collateral Management Company Limited 29,286 13,824 29,286 21,021
1 LINK (Private) Limited 50,000 537,279 50,000 312,706
Pakistan Credit Restructuring Company Limited 96,000 68,519 96,000 90,048
Mutual Funds Association of Pakistan 265 265 - -

5,372,888 20,020,530 5,372,623 17,231,997
8.10.1 The breakup value of unlisted companies is calculated using the latest available financial statements as described in note 4.3.2.
Non-Government debt securities 2022 2021

Cost / amortised cost

(Rupees in '000)

Listed

AA+, AA, AA- 46,200,000 46,450,000
A+, A, A- 493,545 493,545
B+, B, B- 4,559,592 3,556,406
Unrated 1,000,000 1,000,000
8.10.2 52,253,137 51,499,951

Unlisted
AAA 351,000 351,000
AA+, AA, AA- 1,900,000 1,050,000
Unrated 413,233 247,381
2,664,233 1,648,381
54,917,370 53,148,332

8.10.2 This includes listed non-Government debt securities amounting to Rs 41 billion (2021: Rs 41 billion) guaranteed by the Government.
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Foreign securities

Government debt securities

Bahrain
Egypt
Indonesia
Kenya

Maldives

Mauritius

Oman

Singapore

South Africa

Sri Lanka

United Arab Emirates
United States of America

Non-Government debt securities
Listed

AAA

AA+, AA, AA-
BBB+, BBB, BBB-
BB+, BB, BB-

B+, B, B-

Unrated

Equity securities - Unlisted

The Benefit Company, Bahrain

Credit Information Bureau, Sri Lanka
LankaClear (Private) Limited, Sri Lanka
SME Equity Fund Limited, Mauritius

National Investment Unit Trust units - Listed
Real Estate Investment Trust units - Listed

Real Estate Investment Trust units - Unlisted

TPL REIT Management Company Limited

2022 2021
Cost/ Cost/
amortised amortised
cost Rating cost Rating

(Rupees in '000)

(Rupees in '000)

11,821,622 B2, B+, CCC+ and below 8,536,487 B2, B+
3,672,732 B2,B 4,048,872 B2, B+
- - 34,665 Baa2
2,326,687 B2 1,844,430 B2
26,497,708 CCC+ and below 19491121 ~ B* CCCrand
below
4,450,149 Baa3 4,070,087 Baa1
3,207,091 Ba3, BB- 6,983,280 Ba3, BB-
11,751,254 AAA 3,135,166 AAA
731,411 Ba2 584,325 Ba2
3,693,301 CCC+ and below 6,026,660 CCC+ and below
40,847,053 Aa2, Baa3 6,670,158 Aa2 , B2, Baa3
17,976,282 AAA 14,151,398 AAA , Ba3
126,975,290 75,576,649
2022 2021
Cost / amortised cost
(Rupees in '000)
1,919,509 3,122,758
- 884,574
1,157,511 915,705
1,772,216 3,663,699
3,450,322 2,720,301
1,065,339 2,121,069
9,364,897 13,428,106
2022 2021
Cost Breakup value Cost Breakup value
(Rupees in '000)
4,804 34,287 3,746 26,447
49 10,452 70 14,687
308 7,182 437 8,860
2,601 2,404 2,065 1,909
7,762 54,325 6,318 51,903
2022 2021
Cost
(Rupees in '000)
11,113 11,113
55,000 55,000
2022 2021
Cost Breakup value Cost Breakup value
(Rupees in '000)
1,575,000 2,262,423 - -
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2022 2021
Cost
(Rupees in '000)

Preference shares - Listed

Chemicals 700,000 700,000
Textile Composite 44,400 44,400
744,400 744,400

Preference shares - Unlisted 2022 2021
Cost Breakup value Cost Breakup value

(Rupees in '000)

Finja Inc 176,985 30,712 176,985 26,910
Healthwire Pvt Ltd 178,000 38,480 - -
354,985 69,192 176,985 26,910
8.11  Particulars of held-to-maturity securities are as follows: 2022 2021
Cost / amortised cost
Federal Government securities - Government guaranteed (Rupees in '000)
Market Treasury Bills 109,068,345 397,178
Pakistan Investment Bonds 232,170,109 285,685,656
Government of Pakistan US Dollar Bonds 5,265,790 -
Other Federal Government securities - Bai Muajjal with Government of Pakistan - 10,794,000

346,504,244 296,876,834

Non-Government debt securities

Listed
AAA - 1,000,000
AA+, AA, AA- 1,249,850 881,636
A+, A, A- 483,592 483,786
1,733,442 2,365,422
Unlisted
AAA 14,856,052 14,367,227
AA+, AA, AA- 149,730 4,652,708
A+, A, A- 1,050,000 1,075,000
Unrated 2,246,209 2,756,900
18,301,991 22,851,835
Foreign securities 2022 2021
Cost/ Cost/
amortised Rating amortised Rating
cost cost
Government debt securities (Rupees in '000) (Rupees in '000)
Bahrain 1,204,012 CCC+ and below 942,978 B2
Bangladesh 9,659,351 Ba3 9,201,113 Ba3
Oman 1,931,607 BB- 2,464,286 BB-
Sri Lanka 1,570,103 CCC+ and below 2,064,512 CCC+ and below
14,365,073 14,672,889
Non-Government debt securities 2022 2021
Cost / amortised cost
Listed (Rupees in '000)
Unrated 161,426 285,954
Unlisted
A+, A, A- 308,100 616,100
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8.12 Summary of financial information of associates and joint venture

2022
Ba.sed c?n tr.le anrlluall Country of Percentage o Profit / Tot:leﬁzirc:re-
SI?:;:;::‘:::I::, incorporation of holding Assets Liabilities Revenue (Ioszxafter —
(loss)
pees in '000)
Diamond Trust Bank Kenya Limited September 30, 2022 Kenya 16.15% 931,967,221 788,726,664 79,991,004 8,367,192 10,931,684
Himalayan Bank Limited October 17, 2022 Nepal 20.00% 364,889,717 323,548,766 35,126,532 4,266,090 4,234,752
Kyrgyz Investment and Credit Bank December 31, 2022 Kyrgyzstan 18.00% 125,991,587 104,107,720 11,125,792 2,345,277 2,155,369
Jubilee General Insurance Company Limited  September 30, 2022 Pakistan 19.80% 32,639,326 22,420,262 7,495,243 1,388,016 1,345,936
Jubilee Life Insurance Company Limited September 30, 2022 Pakistan 18.52% 187,908,746 174,500,925 103,512,855 2,068,559 2,160,966
HBL Cash Fund December 31, 2022 Pakistan 0.35% 45,770,876 168,771 4,566,173 4,310,643 4,310,643
HBL Financial Sector Income Fund - Plan-1 December 31, 2022 Pakistan 0.24% 32,685,118 3,024,997 4,528,395 4,218,626 4,218,626
HBL FPF Active Allocation Plan December 31, 2022 Pakistan 67.57% 67,050 233 (6,556) (7,176) (7,176)
HBL FPF Conservative Allocation Plan December 31, 2022 Pakistan 88.07% 34,998 105 1,228 503 503
HBL IFPF Active Allocation Plan December 31, 2022 Pakistan 64.74% 100,715 326 2,379 1,491 1,491
HBL Investment Fund Class A December 31, 2022 Pakistan 17.13% 1,837,058 4,588 146,036 96,136 96,136
HBL Multi Asset Fund December 31, 2022 Pakistan 34.58% 110,021 7,355 (16,936) (22,912) (22,912)
HBL Total Treasury Exchange Traded fund December 31, 2022 Pakistan 8.58% 523,730 1,271 24,213 22,459 22,459
2021
Ba.sed c?n ﬂ.‘e anrlluall Country of Percentage . Profitl TU‘:L:::"I‘:"E'
interim financial incorporation of holding Assets Liabilities Revenue (loss) after e
statements as on tax (loss)
(Rupees in "000).

Diamond Trust Bank Kenya Limited September 30, 2021 Kenya 16.15% 678,549,291 562,179,237 57,206,890 6,017,880 7,526,089
Himalayan Bank Limited October 17, 2021 Nepal 20.00% 283,389,638 251,046,954 17,475,451 4,427,888 4,481,822
Kyrgyz Investment and Credit Bank December 31, 2021 Kyrgyzstan 18.00% 78,046,080 65,156,266 5,286,272 577,934 577,934
Jubilee General Insurance Company Limited ~ September 30, 2021 Pakistan 19.80% 26,220,342 17,095,863 7,232,221 1,690,914 1,314,157
Jubilee Life Insurance Company Limited September 30, 2021 Pakistan 18.52% 189,325,733 176,813,548 91,328,256 2,134,247 2,035,682
HBL Cash Fund December 31, 2021 Pakistan 0.07% 52,692,219 9,180,221 2,367,337 2,311,724 2,311,724
HBL Energy Fund December 31, 2021 Pakistan 33.74% 629,815 24,173 (44,284) (72,031) (72,031)
HBL Equity Fund December 31, 2021 Pakistan 34.73% 1,692,510 119,341 (282,179)  (357,896) (357,896)
HBL FPF Conservative Allocation Plan December 31, 2021 Pakistan 27.58% 72,326 84 2,050 1,728 1,728
HBL Income Fund December 31, 2021 Pakistan 6.09% 3,868,048 39,870 301,615 263,243 263,243
HBL Investment Fund Class A December 31, 2021 Pakistan 17.13% 2,119,110 5,105 174,306 113,028 276,157
HBL Investment Fund Class B December 31, 2021 Pakistan 36.81% 1,307,720 152,089 (55,577) (88,749) (88,749)
HBL Islamic Asset Allocation Fund December 31, 2021 Pakistan 41.09% 373,545 3,134 19,737 12,564 12,564
HBL Islamic Pension Fund - Equity Sub Fund  December 31, 2021 Pakistan 30.26% 180,706 1,459 (5,294) (9,974) (9,974)
HBL Islamic Stock Fund December 31, 2021 Pakistan 42.55% 659,403 19,134 (38,985) (66,014) (66,014)
HBL Money Market Fund December 31, 2021 Pakistan 2.54% 21,794,347 4,427,380 1,035,022 1,005,047 1,005,047
HBL Multi Asset Fund December 31, 2021 Pakistan 44.34% 206,605 7,768 3,640 756 756
HBL Pension Fund - Equity Sub Fund December 31, 2021 Pakistan 39.28% 197,817 1,180 (8,009) (13,415) (13,415)
HBL Stock Fund December 31, 2021 Pakistan 46.23% 575,694 51,369 (12,722) (38,655) (38,655)

Insurance Company Limited because of Parent's holding in these entities.
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2022
Movement Share of
. other
in share of
. Share of comprehen  Exchange - .
. . . Opening Investment  Investment X surplus / i . Dividend Closing
8.13 Investment in associates and Joint venture profit / (loss) . sive translation .
balance made redeemed deficiton . . received balance
-netof tax . income / impact
investments -
(loss) - net
net of tax
of tax
(Rupees in '000)
Diamond Trust Bank Kenya Limited 17,540,846 - - 1,351,424 (800,166) 643,932 3,071,194 (229,883) 21,577,347
Himalayan Bank Limited, Nepal 6,297,914 - - 853,218 (11,169) 4,902 1,004,187 - 8,149,052
Kyrgyz Investment and Credit Bank,

Kyrgyz Republic 2,404,885 - - 422,150 - (34,183) 789,912 - 3,582,764
Jubilee General Insurance Company Limited 3,352,939 - - 274,874 (38,240) 14,693 - (157,231) 3,447,035
Jubilee Life Insurance Company Limited 2,408,901 - - 383,037 9,879 7,232 - (234,301) 2,574,748
HBL Cash Fund 29,958 378,745 (251,408) 13,382 - - - (10,288) 160,389
HBL Financial Sector Income Fund - Plan-1 - 563,517 (496,620) 18,425 - - - (13,550) 71,772
HBL FPF Active Allocation Plan - 45,000 - 151 - - - - 45,151
HBL FPF Conservative Allocation Plan 19,922 10,001 - 807 - - - - 30,730
HBL IFPF Active Allocation Plan - 65,000 - (3) - - - - 64,997
HBL Investment Fund Class A 295,807 - - 16,460 (64,679) - - - 247,588
HBL Multi Asset Fund 88,166 35,000 (77,444) (10,223) - - - - 35,499
HBL Total Treasury Exchange Traded fund - 42,547 - 2,278 - - - - 44,825
HBL Investment Fund Class B 425,396 - (318,605) (106,791) - - - - -
HBL Islamic Asset Allocation Fund 152,215 - (149,219) (2,996) - - - - -
HBL Islamic Money Market Fund - 1,542 (1,542) 49 - - - (49) -
HBL Islamic Pension Fund - Equity Sub Fund 54,242 - (45,470) (8,772) - - - - -
HBL Islamic Stock Fund 272,461 - (228,943) (43,518) - - - - -
HBL Money Market Fund 441,133 141,000 (583,302) 44,051 - - - (42,882) -
HBL Pension Fund - Equity Sub Fund 77,241 - (63,955) (13,286) - - - - -
HBL Stock Fund 242,375 - (195,956) (46,419) - - - - -
HBL Energy Fund 204,320 - (196,232) (8,088) - - - - -
HBL Equity Fund 546,404 - (389,297) (157,107) - - - - -
HBL Income Fund 233,235 670,957 (923,307) 45,350 - - - (26,235) -

35,088,360 1,953,309 (3,921,300) 3,028,453 (904,375) 636,576 4,865,293 (714,419) 40,031,897
2021
Movement Share of
. other
Share of in share of comprehen:  Exchange
. . . Opening Investment  Investment X surplus / p .g Dividend Closing
Investment in associates and Joint venture profit / (loss) . sive translation .
balance made redeemed deficiton . . received balance
-netoftax . income / impact
investments -
(loss) - net
net of tax
of tax
(Rupees in '000)
Diamond Trust Bank Kenya Limited 15,290,562 - - 971,976 (2,441) 246,039 1,034,710 - 17,540,846
Himalayan Bank Limited, Nepal 5,047,043 - - 885,578 8,613 2,174 499,687 (145,181) 6,297,914
Kyrgyz Investment and Credit Bank,

Kyrgyz Republic 2,083,544 - - 104,028 - - 217,313 - 2,404,885
Jubilee General Insurance Company Limited 3,230,270 - - 334,858 (74,862) 251 - (137,578) 3,352,939
Jubilee Life Insurance Company Limited 2,298,572 - - 395,199 (21,542) 3,291 - (266,619) 2,408,901
HBL Cash Fund 302,279 442,146 (715,099) 8,169 - - - (7,537) 29,958
HBL FPF Conservative Allocation Plan - 20,000 - (78) - - - - 19,922
HBL IFPF Active Allocation Plan - 21,611 (18,617) (2,994) - - - - -
HBL Investment Fund Class A 339,680 - - 19,358 (63,231) - - - 295,807
HBL Multi Asset Fund 89,564 - - 289 - - - (1,687) 88,166
HBL Investment Fund Class B 459,158 - - (33,762) - - - - 425,396
HBL Islamic Asset Allocation Fund 156,744 - (5,947) 5,209 - - - (3,791) 152,215
HBL Islamic Pension Fund - Equity Sub Fund 55,789 - - (1,547) - - - - 54,242
HBL Islamic Stock Fund 297,457 - - (24,996) - - - - 272,461
HBL Money Market Fund 435,488 5,000 (5,127) 33,557 - - - (27,785) 441,133
HBL Pension Fund - Equity Sub Fund 81,245 - - (4,004) - - - - 77241
HBL Stock Fund 896,170 11,000 (661,611) (3,184) - - - - 242,375
HBL Energy Fund 223,898 - - (19,578) - - - - 204,320
HBL Equity Fund 128,085 675,000 (146,666) (110,015) - - - - 546,404
HBL Income Fund 224,634 - - 19,401 - - - (10,800) 233,235
HBL IFPF Conservative Allocation Plan - 55,000 (55,165) 165 - - - - -
HBL Islamic Equity Fund 30,624 - (30,810) 186 - - - - -
HBL Islamic Money Market Fund 127,557 126,031 (253,653) 7,780 (7,715)

31,798,363 1,355,788 (1,892,695 2,685,595 (153,463) 251,756 1,751,710 (608,693) 35,088,360

106 | HBL ANNUAL REPORT 2022



NOTESTO THE CONSOLIDATED FINANCIALSTATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2022

9.1

9.2

9.3

9.4

9.5

9.5.

9.6

N

Performing Non - performing Total
ADVANCES Note 2022 2021 2022 2021 2022 2021
(Rupees in '000)

Loans, cash credits, running finances, etc. 9.1 1,458,309,880  1,222,815,080 78,669,633 74,944,865 1,536,979,513 1,297,759,945
Islamic financing and related assets 9.2 222,982,477 166,754,863 3,465,365 337,317 226,447,842 167,092,180
Bills discounted and purchased 102,480,599 120,442,187 8,760,951 5,606,279 111,241,550 126,048,466
Advances - gross 1,783,772,956  1,510,012,130 90,895,949 80,888,461 1,874,668,905 1,590,900,591

Provision against advances

- Specific 9.5 - - (78,259,477) (72,845,186)|| (78,259,477) (72,845,186)
- General (13,911,505) (11,008,308) - - (13,911,505) [ (11,008,308)
(13,911,505) (11,008,308) (78,259,477) (72,845,186) _ (92,170,982) (83,853,494)
Advances - net of provision 1,769,861,451  1,499,003,822 12,636,472 8,043,275 1,782,497,923 1,507,047,097
This includes net investment in finance lease as disclosed below:
2022 2021
Later than
Not later one and More than Not later than Later than More than
than one ) ) Total one and upto . Total
upto five five years one year ) five years
year five years
years
(Rupees in '000)
Total minimum lease payments 2,384,911 33,158,972 17,424,154 52,968,037 1,836,268 26,623,340 24,570,974 53,030,582
Financial charges for future periods (242,212)  (5,941,536) (4,891,260) (11,075,008) (286,458) (4,363,882) (6,435,784)  (11,086,124)
Net investment in finance lease 2,142,699 27,217,436 12,532,894 41,893,029 1,549,810 22,259,458 18,135,190 41,944,458

Information related to Islamic financing and related assets is given in note 3 of Annexure | to these consolidated financial statements.

2022 2021
Particulars of advances (Gross) (Rupees in '000)
In local currency 1,488,734,283 1,222,102,342
In foreign currencies 385,934,622 368,798,249

1,874,668,905_ 1,590,900,591

Advances include Rs 90,895.949 million (2021: Rs 80,888.461 million) which have been placed under non-performing status as detailed below:

Category of classification 2022 2021
Non- Non-
performing Provision performing Provision
advances advances
(Rupees in '000)
Domestic
Other assets especially mentioned 1,100,155 16,962 676,362 3,379
Substandard 7,126,275 1,804,524 2,919,319 711,251
Doubtful 3,096,265 1,467,672 2,566,040 1,286,243
Loss 42,212,390 41,504,116 43,406,758 42,415,330
53,535,085 44,793,274 49,568,479 44,416,203
Overseas
Not past due but impaired 114,816 65,731 1,411,443 611,553
Overdue by:
Upto 90 days 46,595 12,056 29,965 -
91 to 180 days 1,180,167 295,610 17,181 14,815
181 to 365 days 31,666 13,555 2,312,907 1,929,459
> 365 days 35,987,620 33,079,251 27,548,486 25,873,156
37,360,864 33,466,203 31,319,982 28,428,983
Total 90,895,949 78,259,477 80,888,461 72,845,186
Particulars of provision Note 2022 2021
against advances Specific General Total Specific General Total
(Rupees in '000)
Opening balance 72,845,186 11,008,308 83,853,494 70,835,763 11,063,284 81,899,047
Exchange adjustment 7,453,225 691,606 8,144,831 2,670,248 222,274 2,892,522
Charge for the year 10,153,742 3,341,192 13,494,934 || 12,415,018 1,613,469 14,028,487
Reversal for the year (6,421,672) (1,129,601) (7,551,273) (4,492,724) (1,890,719) (6,383,443)
Net charge / (reversal) against advances 3,732,070 2,211,591 5,943,661 7,922,294 (277,250) 7,645,044
Charged off during the year -
agriculture financing 9.8 (582,438) - (582,438) (532,280) - (532,280)
Written off during the year 9.9 (5,333,549) - (5,333,549) (8,050,839) - (8,050,839)
Transferred out (67,880) - (67,880) - - -
Other movement 212,863 - 212,863 - - -
Closing balance 78,259,477 13,911,505 92,170,982 72,845,186 11,008,308 83,853,494
Particulars of provision 2022 2021
against advances Specific General Total Specific General Total
(Rupees in '000)
In local currency 43,083,180 10,194,168 53,277,348 43,420,856 8,335,552 51,756,408
In foreign currencies 35,176,297 3,717,337 38,893,634 29,424,330 2,672,756 32,097,086

78,259,477 13,911,505 92,170,982 72,845,186 11,008,308 83,853,494

General provision includes provision amounting to Rs 3,307.203 million (2021: Rs 2,753.209 million) against consumer finance portfolio and Rs 852.560 million (2021: Rs 577.903 million)
against advances to microenterprises as required by the Prudential Regulations. General provision also includes Rs 3,717.337 million (2021: Rs 2,672.756 million) pertaining to overseas
advances to meet the requirements of the regulatory authorities of the respective countries in which the Group operates. General provision also includes Rs 6,034.405 million (2021: Rs
5,004.440 million) carried as a matter of prudence, on account of borrowers impacted by the currently stressed economic conditions.
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9.7 Exposure amounting to 2,958.414 million relating to Power Holding (Pvt.) Limited is government guaranteed and therefore, has not been classified as non-performing, pursuant
to a relaxation given by SBP under circular letter no BPRD/BRD (FD)/ 2023/135.

9.8 These represent non-performing advances for agriculture finance which have been classified as loss, are fully provided and are in default for more than 3 years. These non-
performing advances have been charged off by extinguishing them against the provision held, in accordance with the SBP's Prudential Regulations for Agriculture Financing.
This charge off does not, in any way, prejudice the Bank's right of recovery from these customers.

Note 2022 2021
9.9 Particulars of write offs (Rupees in '000)
9.9.1 Against provisions 9.5 5,333,549 8,050,839
Directly charged to the profit and loss account 31 - 81,069
Against charge-off - 442
9.9.2 5,333,549 8,132,350

9.9.2 Analysis of write offs
Write offs of amounts of Rs. 500,000 and above

- Domestic | 1,346,223| 2,315,683

- Domestic subsidiaries - 59,087
9.10.1 1,346,223 2,374,770

- Overseas 9.10.2 1,154,890 4,147,620
2,501,113 6,522,390

Write offs of amounts below Rs. 500,000 2,832,436 1,609,960

5,333,549 8,132,350

9.10 Details of written off advances of Rs 500,000 and above

9.10.1 The statement required under sub-section (3) of Section 33A of the Banking Companies Ordinance, 1962 in respect of written off advances or any other
financial relief of five hundred thousand rupees or above allowed to a person(s) during the year ended December 31, 2022 is given in Annexure Il to these
consolidated financial statements.

9.10.2 These include write offs or financial relief allowed to borrowers in those countries where there are disclosure restrictions.

Note 2022 2021
10 FIXED ASSETS (Rupees in '000)
Capital work-in-progress 10.1 7,875,227 7,803,605
Property and equipment 10.2 105,996,430 90,872,737

113,871,657 98,676,342

101 Capital work-in-progress

Civil works 2,485,167 4,375,253
Equipment 1,211,929 310,830
Advances to suppliers and contractors 4,178,131 3,117,522

7,875,227 7,803,605

10.2  Property and equipment

2022
Buildin, s Electrical,
Freehold Leasehold on ¢ B::;:?hiﬁ’n Machinery L:"a:re:‘zal-d Furr.liture office and Vehicles Right-of—yst.e assets - Total
land land Freehold and fixtures computer Building
land fand ments equipment
(Rupees in '000)
At January 1, 2022
Cost / revalued amount 872,670 34,320,702 787,206 17,854,067 3,701,948 11,155,114 5,689,084 28,951,875 1,402,369 28,799,739 133,534,774
Accumulated depreciation - - (257,450) (386,899) (1,278,698) (7,393,926) (3,306,357) (20,257,955)  (802,571) (8,978,181) (42,662,037)
Net book value 872,670 34,320,702 529,756 17,467,168 2,423,250 3,761,188 2,382,727 8,693,920 599,798 19,821,558 90,872,737
Additions - 2,920,775 683 2,548,894 175,367 5,356,392 1,351,540 6,873,802 165,247 6,628,657 26,021,357
Surplus transferred from non-banking assets - 79,789 - - - - - - - - 79,789
Disposals - - - 4) (7,591) (2,709) (9,789) (2,954) (74,831) (97,878)
Depreciation charge - - (138,847) (385,837)  (375,194) (1,473,163)  (785,464) (4,424,477)  (199,512) (3,978,154) (11,760,648)
Exchange rate adjustments 153,705 - 34,259 4,582 - 69,678 31,088 82,553 18,971 421,558 816,394
Transfers - - - 33,792 224 - 87,154 - - 121,170
Other adjustments - - 38,423 - (1,668) (32,753) (55,557) (4,511) 133 (558) (56,491)
Closing net book value 1,026,375 37,321,266 464,274 19,634,807 2,255,543 7,673,975 2,921,625 11,298,652 581,683 22,818,230 105,996,430
At December 31, 2022
Cost/ revalued amount 1,026,375 37,321,266 767,370 20,410,662 3,938,142 16,829,105 6,991,658 35,382,560 1,573,334 35,321,191 159,561,663
Accumulated depreciation - - (303,096) (775,855) (1,682,599) (9,155,130) (4,070,033) (24,083,908)  (991,651) (12,502,961) (53,565,233)
Net book value 1,026,375 37,321,266 464,274 19,634,807 2,255,543 7,673,975 2,921,625 11,298,652 581,683 22,818,230 105,996,430
Rate of depreciation (%) - - 3-5 1.67-4 10 10-20 10-20 10-33 _ 10-20 2.5-100
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10.2.1

10.3

10.4

10.5

10.6
10.7

1

2021
Buildin _— . Electrical,
Freehold || Leasehold on ¢ ?_Z;I:g;?of; Machinery I]:psfxll_d Furar::jure office and Vehicles Right-of-ys_e assets - Total
land land Freehold and ments fixtures con_1puler Building
land equipment
(Rupees in '000)
At January 1, 2021
Cost/ revalued amount 818,631 33920,702 841,418 17,569,518 3,643428 9,263,184 4,948100 28,305,688 1,261,856 23,674,564 124,247,089
Accumulated depreciation - - (279,116) (14,975)  (889,212) (6,385,921) (2,652,438) (19,937,859)  (718,080) (6,818,708) (37,696,309)
Net book value 818,631 33920,702 562,302 17,554,543 2,754,216 2,877,263 2295662 8,367,829 543,776 16,855,856 86,550,780
Additions - 400,000 2,068 281,975 93,050 1,984,214 762,343 4,584,991 233,849 6,129,155 14,471,645
Disposals - - - - (1,368) (7,896) (6,892) (17,985)  (15,101) (1,911) (51,153)
Depreciation charge - - (91,827) (370,665)  (416,316) (1,078,498)  (672,253) (4,173,196)  (166,437) (3,384,774) (10,353,966)
Write off - - - - (7,425) (9,159) (9,826) (99,863) (130) - (126,403)
Exchange rate adjustments 54,039 - 12,369 1,580 - 36,286 16,253 36,813 2,347 223,344 383,031
Other adjustments / transfers - - 44,844 (265) 1,093 (41,022) (2,560) (4,669) 1,494 (112) (1,197)
Closing net book value 872,670 34,320,702 529,756 17,467,168 2,423250 3,761,188 2,382,727 8,693,920 599,798 19,821,558 90,872,737
At December 31, 2021
Cost/ revalued amount 872,670 34,320,702 787,206 17,854,067 3,701,948 11,155,114 5689084 28,951,875 1,402,369 28,799,739 133,534,774
Accumulated depreciation - - (257,450) (386,899) (1,278,698) (7,393,926) (3,306,357) (20,257,955)  (802,571) (8,978,181) (42,662,037)
Net book value 872,670 34,320,702 529,756 17,467,168 2,423250 3,761,188 2,382,727 8,693,920 599,798 19,821,558 90,872,737
Rate of depreciation (%) - - 3-5 167-4 10 10-20 10-20 10-33 10-20 2.5-100

With effect from January 2022, the estimated useful life of POS terminals has been revised from 3 years to 4 years which is more reflective of the
consumption pattern of these assets. The effect of this change on depreciation expense in the current year and the next year is as follows:

2023 2022
(Rupees in '000)

Decrease in information technology expenses - depreciation 61,301 87,900

Revaluation of properties

The properties of the Group were last revalued by independent professional valuers as at December 31, 2020. The revaluation was carried out by M/s
Igbal A. Nanjee & Co. (Private) Limited (Pakistan), M/s United Valuers (Pte) Limited (Singapore), M/s Sunil Fernando & Associates (Private) Limited (Sri
Lanka), M/s AKTIF Real Estate Appraisal and Consultancy Inc. (Turkey), M/s Al-Amrousiya Real Estate (Lebanon), M/s Shepherd Commercial (UK) and
M/s AJP Chartered Surveyors Limited (UK) on the basis of assessment of then present market values. The revaluation resulted in an increase of Rs
6,837.413 million in the surplus. The total surplus arising against revaluation of fixed assets as at December 31, 2022 amounts to Rs 28,854.702 million.

Had there been no periodic revaluations, the carrying amounts of revalued assets would have been as follows:

2022 2021
(Rupees in '000)
Freehold land 636,113 482,409
Leasehold land 13,338,443 10,417,668
Building on freehold land 177,147 206,558
Building on leasehold land 15,440,317 13,180,731

29,592,020 24,287,366

Details of disposal of fixed assets

The information relating to disposal of fixed assets to related parties is given in Annexure Ill of these consolidated financial statements.

The carrying amount of fixed assets held for disposal amounted to Rs 4.490 million (2021: Rs 4.652 million).

The cost of fully depreciated fixed assets that are still in the Group's use is as follows:

Note 2022 2021
(Rupees in '000)
Leasehold improvements 4,094,077 3,750,735
Furniture and fixtures 1,047,406 897,582
Electrical, office and computer equipment 12,152,737 8,678,305
Vehicles 272,130 254,777
Machinery 282,831

17,849,181 13,581,399

INTANGIBLE ASSETS

Capital work-in-progress - computer software 5,209,404 2,056,072
Intangible assets 1.1 13,212,796 10,574,403
18,422,200 12,630,475
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11.1 Intangible Assets
2022 2021
Management .
Computer . Goodwill Computer | Management .
Software R|g1h1153 (;)ote (note 11.3) Total Software Rights Goodwill Total
(Rupees in '000)
At January 1,
Cost 10,458,081 2,367,577 3,296,413 16,122,071 7,826,687 2,367,577 3,051,663 13,245,927
Accumulated amortisation (5,547,668) - - (5,547,668)  (4,453,586) - - (4,453,586)
Net book value 4,910,413 2,367,577 3,296,413 10,574,403 3,373,101 2,367,577 3,051,663 8,792,341
Purchased during the year 4,108,237 - - 4,108,237 2,565,809 - - 2,565,809
Disposal / Write-off - - - - (11,475) - - (11,475)
Amortisation charge (1,852,350) - - (1,852,350) (1,061,035) - - (1,061,035)
Exchange rate adjustments 73,651 - 429,394 503,045 42,924 - 244,750 287,674
Transfers (121,170) - - (121,170) - - - -
Other adjustments 631 - - 631 1,089 - - 1,089
Closing net book value 7,119,412 2,367,577 3,725,807 13,212,796 4,910,413 2,367,577 3,296,413 10,574,403
At December 31,
Cost 14,606,785 2,367,577 3,725,807 20,700,169 10,458,081 2,367,577 3,296,413 16,122,071
Accumulated amortisation (7,487,373) - - (7,487,373)  (5,547,668) - - (5,547,668)
Net book value 7,119,412 2,367,577 3,725,807 13,212,796 4,910,413 2,367,577 3,296,413 10,574,403
Rate of amortisation (%) 10 - 33.33 - - 10 -33.33 - -
Useful life (years) 3-10 - - 3-10 - -
11.2  The cost of fully amortised intangible assets that are still in the Group's use amounted to Rs 3,060.400 million (2021: Rs 2,764.995 million).
Note 2022 2021
11.3 Goodwill arising on acquisition of (Rupees in '000)
- HBL Bank UK Limited 11.3.1 3,370,300 2,940,906
- PICIC AMC 11.3.2 355,507 355,507
3,725,807 3,296,413
11.3.1 The carrying value of goodwill is determined in accordance with IFRS 3 - Business Combinations and IAS 36 - Impairment of Assets. Goodwill arose
on the acquisition of Habibsons Bank Limited in 2011 and represents the excess of the purchase consideration over the fair value of the assets
acquired and the liabilities and contingent liabilities assumed on the date of the acquisition.
Goodwill is allocated to the Wealth Management cash generating unit (CGU) which is the segment that is expected to benefit from the synergies of the
acquisition. Goodwill is tested annually for impairment, or more frequently when there are indications that impairment may have occurred. Goodwill is
considered to be impaired if the carrying amount of the CGU exceeds its recoverable amount. The recoverable amount is calculated as the higher of
the CGU'’s value-in-use (VIU) and its fair value less costs to sell.
The recoverable value of goodwill was determined based on VIU calculations. VIU is calculated as the present value of the CGU’s approved pre-tax
cash flows, covering a period of five years and a terminal value based on a perpetuity, calculated using long-term GDP growth rates. All cash flows
are discounted using a discount rate which reflects the risks appropriate to the CGU. As at December 31, 2022, the recoverable value of the CGU
exceeds its carrying amount.
The following table sets out the key assumptions which were used for the determination of the value-in-use of goodwill. These are consistent with
industry forecasts and are management's best estimates of the future performance of the segment.
2022 2021
Advances growth rate 20.43% 29.92%
Yield on advances 3.94% 2.89%
Yield on surplus funds 2.78% 1.88%
Deposits growth rate 11.52% 6.12%
Cost of deposits 0.54% 0.22%
Long term weighted average growth rate 1.93% 3.26%
Pre-tax discount rate 8.81% 9.96%
11.3.2 The carrying value of goodwill and management rights is determined in accordance with IFRS 3 - Business Combinations and IAS 36 - Impairment of
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Assets. Goodwill and management rights arose on the acquisition of PICIC Asset Management Limited by HBL Asset Management Limited (HBL
AMC) in 2016. Management rights represent the present value of the income stream from the rights to manage the acquired funds. Goodwill
represents the excess of the purchase consideration over the fair value of the tangible and intangible assets acquired and the liabilities and contingent
liabilities assumed on the date of the acquisition.

The funds under management acquired from PICIC have been considered as one cash generating unit (CGU). Goodwill and management rights are
tested annually for impairment, or more frequently when there are indications that impairment may have occurred. Goodwill and management rights
are considered to be impaired if the carrying amount of the CGU exceeds its recoverable amount. The recoverable amount for both goodwill and
management rights is calculated as the higher of the CGU'’s value-in-use (VIU) and its fair value less costs to sell.

The recoverable value was determined based on VIU calculations. VIU is calculated as the present value of the CGU’s approved pre-tax cash flows,
covering a period of ten years and a terminal value based on a perpetuity, calculated using long-term GDP growth rates. All cash flows are discounted
using a discount rate which reflects the risks appropriate to the CGU. As at December 31, 2022, the recoverable value of the CGU exceeds its
carrying amount.
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2022 2021
Pre-tax discount rate 17.20% 16.40%
AUMs growth rate 4.3% to 57.5% -7.0% to 64.6%
Terminal growth rate 9.00% 9.50%

11.3.3 With effect from January 2022, the estimated useful life of certain intangibles in the Bank's China branches has been revised
from 3 years to 10 years. The effect of this change on amortisation expense in the current year and the next year is as

follows:
Note 2023 2022
(Rupees in '000)
Decrease in computer software expenses - amortisation 23,250 23,250

2022 2021
(Rupees in '000)
12 DEFERRED TAX ASSETS / (LIABILITIES)

Deductible temporary differences on

- Tax losses of subsidiary 1,365,221 431,976
- Provision against investments 978,286 766,916
- Provision against doubtful debts and off-balance sheet obligations 3,980,486 3,721,755
- Liabilities written back under section 34(5) of the Income Tax Ordinance (ITO) 2001 2,720,200 2,586,450
- Deficit on revaluation of investments 20 18,905,177 1,309,052
- Deficit on revaluation of investments of associates 20 430,671 37,902
- Provision against other assets 5,855 15,342
- ljarah financing 187,390 156,250
28,573,286 9,025,643
Taxable temporary differences on
- Accelerated tax depreciation (2,026,082) (1,360,584)
- Surplus on revaluation of fixed assets 20 (1,927,095) (1,777,800)
- Surplus on revaluation of fixed assets of associates 20 (160,960) (56,392)
- Management rights and goodwill (336,761) (288,014)
- Share of profit of associates (9,015,553) (7,328,089)
- Exchange translation reserve (9,509,348) (3,287,635)
- Others 199,558 (9,731)
(22,776,241) (14,108,245)
Net deferred tax assets / (liabilities) 5,797,045 (5,082,602)
121 Movement in temporary differences during the year
Balance as Recognised Recognised Balance as Recognised  Recognised Balance as
at January in profit inequity  at December in profit in equity at December
1,2021 and loss 31,2021 and loss 31,2022

(Rupees in '000)

Deductible temporary differences on

- Tax losses of subsidiary 840,493 (441,402) 32,885 431,976 803,191 130,054 1,365,221
- Provision against investments 1,141,429 (399,508) 24,995 766,916 136,486 74,884 978,286
- Provision against doubtful debts and

off-balance sheet obligations 4,109,075 (387,320) - 3,721,755 258,731 - 3,980,486
- Liabilities written back under section 34(5) of the

Income Tax Ordinance (ITO) 2001 1,940,800 645,650 - 2,586,450 133,750 - 2,720,200
- Deficit on revaluation of investments (5,430,518) - 6,739,570 1,309,052 - 17,596,125 18,905,177
- Deficit on revaluation of investments of associates (21,949) - 59,851 37,902 - 392,769 430,671
- Provision against other assets 45,062 (29,720) - 15,342 (9,487) - 5,855
- Deficit on revaluation of fixed assets 72,832 (72,832) - - - - -
- ljarah financing 199,225 (42,975) - 156,250 31,140 - 187,390
Taxable temporary differences on
- Accelerated tax depreciation (1,667,333) 300,298 6,451 (1,360,584) (498,495) (167,003) (2,026,082)
- Surplus on revaluation of fixed assets (1,827,924) 50,124 - (1,777,800) 55,048 (204,343) (1,927,095)
- Surplus on revaluation of fixed assets of associates (56,392) - - (56,392) - (104,568) (160,960)
- Management rights and goodwill (237,741) (50,273) - (288,014) (48,747) - (336,761)
- Share of profit of associates (6,728,003) (600,086) - (7,328,089)  (1,687,464) - (9,015,553)
- Exchange translation reserve (2,740,997) - (546,638)  (3,287,635) - (6,221,713) (9,509,348)
- Others (25,918) (7,771) 23,958 (9,731) (83,800) 293,089 199,558
Net deferred tax (liabilities) / assets (10,387,859)  (1,035,815) 6,341,072 (5,082,602) (909,647) 11,789,294 5,797,045
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13

13.1

13.1.1

13.1.2 Non-banking assets acquired in satisfaction of claims

13.2

12

OTHER ASSETS

Mark-up / return / profit / interest accrued in local currency - net of provision
Mark-up / return / profit / interest accrued in foreign currency - net of provision
Advances, deposits, advance rent and other prepayments

Advance taxation

Advance against subscription of securities
Stationery and stamps on hand

Accrued fees and commissions

Due from Government of Pakistan / SBP

Mark to market gain on forward foreign exchange contracts

Mark to market gain on derivative instruments
Non-banking assets acquired in satisfaction of claims
Receivable from defined benefit plan

Acceptances

Clearing and settlement accounts

Dividend receivable

Claims receivable against fraud and forgeries

Others

Provision held against other assets
Other assets - net of provision

Surplus on revaluation of non-banking assets acquired in satisfaction of claims

Other assets - total

Details of revaluation of non-banking assets acquired in satisfaction of claims

Market value of non-banking assets acquired in satisfaction of claims

Note 2022 2021
(Rupees in '000)

83,907,812 52,719,955

6,637,047 3,791,224

4,886,327 3,825,328

11,978,523 21,708,444

228,514 178,000

167,574 181,671

459,334 554,583

4,600,810 2,137,045

3,639,004 8,699,989

22.2 546 251,603
232,109 459,389

36.4.5 - 759,354
55,013,374 36,686,549

4,352,389 17,436,987

3,883 185,213

694,460 541,337

2,109,609 1,628,410
178,911,315 151,745,081
13.2 (1,791,891)  (1,243,645)
177,119,424 150,501,436

20.2 175,125 224,064
177,294,549 150,725,500

407,234 680,986

Non-banking assets acquired in satisfaction of claims have been revalued by independent professional valuers as at
December 31, 2022. The revaluation was carried out by M/s Tristar International Consultant (Pvt) Ltd on the basis of an
assessment of present market values and resulted in an increase in the surplus by Rs 30.850 million. The total surplus
arising against revaluation of non- banking assets acquired in satisfaction of claims as at December 31, 2022 amounts

to Rs 175.124 million (2021: Rs 224.064 million).

Opening balance
Exchange adjustment
Addition during the year
Disposal during the year
Revaluation during the year
Transferred to fixed asset
Depreciation

Reversal of impairment
Closing balance

Provision held against other assets

Non-banking assets acquired in satisfaction of claims
Claims receivable against fraud and forgeries

Suit filed cases

Others

HBL ANNUAL REPORT 2022

Note 2022 2021
(Rupees in '000)
680,986 639,379
8,898 2,804
- 189,876
- (200,000)
20.2 30,850 132,680
(313,500) (83,672)
(35) (766)
35 685
407,234 680,986
- 2,467
694,460 541,337
4,979 4,800
1,092,452 695,041
1,791,891 1,243,645
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15

15.1

2022 2021
13.2.1 Movement in provision against other assets (Rupees in '000)
Opening balance 1,243,645 1,127,909
Exchange adjustment (7,806) (17,808)
Charge for the year 661,462 741,684
Reversal for the year (37,218) (551,548)
Net charge 624,244 190,136
Written off during the year (67,820) (56,592)
Other movement (372) -
Closing balance 1,791,891 1,243,645
BILLS PAYABLE
In Pakistan 50,221,548 42,793,433
Outside Pakistan 1,780,029 1,403,551
52,001,577 44,196,984
BORROWINGS
Secured
Borrowings from the SBP under
- Export refinance scheme 15.2 69,820,144 69,782,711
- Export refinance scheme for bill discounting 15.3 8,867,548 -
- Long term financing facility 15.4 42,068,296 32,529,493
- Financing facility for renewable energy power plants 15.5 7,168,301 6,805,470
- Refinance facility for modernization of Small and Medium
Enterprises (SMEs) 15.6 312,545 241,788
- Refinance and credit guarantee scheme for women entrepreneurs 15.7 69,658 155,370
- Financing facility for storage of agricultural produce 15.8 601,918 333,349
- Refinance scheme for payment of wages and salaries 15.9 1,227,812 15,476,761
- Refinance facility for combating COVID-19 15.10 1,793,800 1,055,725
- Temporary economic refinance facility 15.11 34,998,333 26,010,138
- Refinance facility for SME Asaan Finance (SAAF) 15.12 2,272,423 -
169,200,778 152,390,805
Repurchase agreement borrowings 15.14 284,971,485 140,193,364
454,172,263 292,584,169
Unsecured
- Call money borrowings 15.15 19,000,000 1,000,000
- Overdrawn nostro accounts 354,731 653,970
- Borrowings of overseas branches and subsidiaries 15.16 42,992,282 82,898,483
- Other long-term borrowings 15.17 67,252,123 59,121,383
129,599,136 143,673,836
583,771,399 436,258,005
Particulars of borrowings with respect to currencies
In local currency 464,694,299 297,869,977
In foreign currencies 119,077,100 138,388,028

15.2

15.3

15.4

583,771,399 436,258,005

These borrowings have been obtained from the SBP for extending export finance to customers. These carry mark-
up at rates ranging from 11.00% to 12.00% per annum (2021: 1.00% to 2.00% per annum) and are due to mature
latest by June 30, 2023.

These borrowings have been obtained from the SBP for providing export bill discounting facilities to customers.
These carry mark-up at rates ranging from 0.00% to 2.00% and are due to mature latest by June 30, 2023.

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 carry mark-up at rates ranging from
11.00% to 12.00% per annum (2021: 2.00% to 8.60% per annum) and are due to mature latest by June 30, 2032.
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These borrowings have been obtained from the SBP under a scheme for financing renewable energy power plants
to promote renewable energy projects in the country. These carry mark-up at rates ranging from 2.00% to 3.00%
per annum (2021: 2.00% to 3.00% per annum) and are due to mature latest by June 3, 2034.

These borrowings have been obtained from the SBP under a scheme to finance the modernization of Small and
Medium Enterprises. These carry mark-up at a rate of 2.00% per annum (2021: 2.00% per annum) and are due to
mature latest by July 1, 2030.

These borrowings have been obtained from the SBP under a scheme to finance women entrepreneurs for setting
up of new business enterprises or for expansion of existing ones. These carry mark-up at a rate of 0.00% per
annum (2021: 0.00% to 2.00% per annum) and are due to mature latest by December 31, 2025.

These borrowings have been obtained from the SBP under a scheme for financing the storage of agricultural
produce to encourage the private sector to establish silos, warehouses and cold storages. These carry mark-up at
rates ranging from 2.00% to 3.25% per annum (2021: 2.00% to 3.50% per annum) and are due to mature latest by
June 30, 2027.

These borrowings have been obtained from the SBP under a scheme to help businesses pay wages and salaries
to their employees during the pandemic and thereby support continued employment. These carry mark-up at rates
ranging from 0.00% to 1.00% per annum (2021: 0.00% to 2.00% per annum) and are due to mature latest by May
12, 2023.

These borrowings have been obtained from the SBP to provide emergency financing to hospitals and medical
centres to develop capacity for the treatment of COVID-19 patients. The maximum financing under the facility is Rs
500 million per hospital / medical centre with a tenor of 5 years, including a grace period of up to 6 months. These
carry mark-up at a rate of 0.00% per annum (2021: 0.00% to 2.00% per annum) and are due to mature latest by
October 1, 2026.

These borrowings have been obtained from the SBP under a scheme to provide concessionary refinance for
setting up new industrial units in the backdrop of challenges faced by industries during the COVID-19 pandemic.
The maximum financing granted under this facility is Rs 5 billion per project with a tenor of 10 years, including a
grace period of 2 years. These carry mark-up at a rate of 1.00% per annum (2021: 1.00% per annum) and are due
to mature latest by June 30, 2032.

These borrowings have been obtained from the SBP under a scheme to simplify and enhance lending to SMEs
and to fulfill their financing requirements. These carry mark-up at a rate of 1.00% per annum and are due to mature
latest by October 7, 2034.

For all SBP borrowings, the SBP has 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.

Repurchase agreement borrowings carry mark-up at rates ranging from 7.60% to 16.15% per annum (2021: 9.70%
to 10.25% per annum) and are due to mature latest by December 20, 2023. The market value of securities given
as collateral against these borrowings is given in note 8.2.2.

Call money borrowings carry mark-up at rates ranging from 13.50% to 16.10% per annum (2021: 10.05% per
annum) and are due to mature latest by Februray 3, 2023.

Borrowings by overseas branches and subsidiaries carry mark-up at rates ranging from 0.90% to 16.25% per
annum (2021: 0.10% to 8.58%per annum) and are due to mature latest by April 13, 2023.
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15.17.2

15.17.3

15.17.4
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16.1

16.2

17

This includes the following:

A loan from the International Finance Corporation amounting to US$ 99.990 million (2021: US$ 150 million). The principal
amount is payable in six semi-annual installments from June 2022 to December 2024. Interest at LIBOR + 5.00% per annum
(2021: LIBOR + 5.00% per annum) is payable semi-annually.

A long-term financing facility arrangement of US$ 300 million from China Development Bank, utilized for on-lending to projects
of the Bank’s customers. Under this facility, US$ 190 million (2021: US$ 170.975 million) has been utilized by the Bank, with
the initial drawdown having occurred on January 31, 2019. Drawn amounts are payable in semi-annual installments from
January 31, 2023 to January 31, 2033. Interest is being charged at a fixed spread over LIBOR and is payable semi-annually.

A mortgage refinancing facility on Musharakah basis from Pakistan Mortgage Refinance Company Limited (PMRC) amounting
to Rs 168.252 million (2021: Rs 181.985 million) for on-lending to customers. The principal amount is payable in semi-annual
installments from August 2020 to February 2023. Profit at 11.21% per annum (2021: 11.21% per annum) is payable semi-
annually.

Mortgage refinancing facilities from PMRC, amounting to Rs 1,421.174 million (2021: Rs 1,082.977 million), utilised by HBL
Microfinance Bank Limited to extend mortgage finance to low income groups. The principal amount is payable in quarterly
installments from June 2020 to June 2031. Mark-up on these facilities ranges from 6.50% to 15.19% per annum (2021: 6.50%
to 7.14% per annum) and is payable quarterly.

DEPOSITS AND OTHER ACCOUNTS

2022 2021
Note In local In foreign Total In local In foreig.;n Total
currency currencies currency currencies
(Rupees in '000)
Customers
Current deposits 1,141,355,935 244,789,722 ||1,386,145,657 952,815,913 210,488,971 || 1,163,304,884
Savings deposits 1,175,587,462 150,133,207 (|1,325,720,669 || 1,112,754,751 103,505,665 ||1,216,260,416
Term deposits 390,089,817 238,210,929 628,300,746 471,532,451 180,237,348 651,769,799
2,707,033,214 633,133,858 3,340,167,072 2,537,103,115 494,231,984 3,031,335,099
Financial institutions
Current deposits 7,546,037 3,335,737 10,881,774 5,101,313 2,272,365 7,373,678
Savings deposits 103,171,941 2,181,262 105,353,203 299,998,542 451,389 300,449,931
Term deposits 7,863,263 5,076,940 12,940,203 36,824,833 6,014,857 42,839,690
118,581,241 10,593,939 129,175,180 341,924,688 8,738,611 350,663,299
16.2 2,825,614,455 643,727,797 3,469,342,252 2,879,027,803 502,970,595 3,381,998,398
2022 2021

Composition of deposits (Rupees in '000)

- Individuals 2,159,991,476 1,842,298,734
- Government (Federal and Provincial) 198,818,634 197,465,425
- Banking companies 23,070,050 11,684,140
- Non-Banking Financial Institutions 106,105,130 338,979,159
- Other public sector entities 214,673,341 221,489,701
- Other private sector entities 766,683,621 770,081,239

3,469,342,252  3,381,998,398

This includes deposits amounting to Rs 1,943,375.180 million (2021: Rs 1,689,010.499 million) which are eligible for coverage
under insurance arrangements.

SUBORDINATED DEBT Note 2022 2021
(Rupees in '000)
Additional Tier | Term Finance Certificates 171 12,374,000 12,374,000
Additional Tier | Term Finance Certificates 17.2 6,500,000 -
18,874,000 12,374,000
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The Bank has issued listed, fully paid up, rated, privately placed, perpetual, unsecured, subordinated, non-cumulative and
contingent convertible debt instruments in the nature of Term Finance Certificates (TFCs) issued as instruments of
redeemable capital under Section 66 of the Companies Act, 2017 which qualify as Additional Tier 1 Capital (AT 1) as outlined
by the SBP under BPRD Circular No. 6 dated August 15, 2013.

The key features of the issue are as follows:

Issue Date September 26, 2019
Issue amount Rs 12.374 billion
Rating AA+ (Double A plus) [2021: AA+ (Double A plus)]

Original Tenor

Perpetual

Security

Unsecured and subordinated to all other indebtedness of the Bank including depositors and general
creditors, but superior to the claims of ordinary shareholders.

Profit payment

Quarterly in arrears

frequency

Redemption Perpetual, hence not applicable.

Mark-up Floating rate of return at Base Rate + 1.60%. The Base Rate is defined as the average “Ask Side” rate of
the three months Karachi Interbank Offered Rate (KIBOR).
The Bank may, at its sole discretion, call the TFCs any time after five years from the Issue Date subject to
the following:
(a) Prior approval of the SBP having been obtained; and

Call option (b) The Bank replacing the TFCs with capital of the same or better quality and the capital position of the

Bank being above the minimum capital requirement after the Call Option is exercised.

If the Bank decides to exercise the Call Option, the Bank shall notify the Trustee and the investors not less
than 30 calendar days prior to the date of exercise of such Call Option, which notice shall specify the date
fixed for the exercise of the Call Option (the “Call Option Exercise Date”).

Lock-in clause

Mark-up will only be paid from the current year's earnings and only if the Bank is in compliance with
regulatory capital and liquidity requirements.

Loss

absorbency

The TFCs will be subject to a loss absorbency clause as stipulated under the SBP's "Instructions for Basel
Il Implementation in Pakistan".

During the year, the Bank has issued fully paid up, rated, privately placed, perpetual, unsecured, subordinated, non-cumulative
and contingent convertible debt instruments in the nature of Term Finance Certificates (TFCs) issued as instruments of
redeemable capital under Section 66 of the Companies Act, 2017 which qualify as Additional Tier 1 Capital (AT 1) as outlined
by the SBP under BPRD Circular No. 6 dated August 15, 2013.

The key features of the issue are as follows:

Issue Date December 28, 2022
Issue amount Rs 6.500 billion
Rating AA+ (Double A plus)
|Original Tenor _|Perpetual

Security

Unsecured and subordinated to all other indebtedness of the Bank including depositors and general
creditors, but superior to the claims of ordinary shareholders.

Profit payment

Quarterly in arrears

frequency

Redemption Perpetual, hence not applicable.

Mark-u Floating rate of return at Base Rate + 2.00%. The Base Rate is defined as the average “Ask Side” rate of

P the three months Karachi Interbank Offered Rate (KIBOR).

The Bank may, at its sole discretion, call the TFCs any time after five years from the Issue Date subject to
the following:
(a) Prior approval of the SBP having been obtained; and

Call option (b) The Bank replacing the TFCs with capital of the same or better quality and the capital position of the

Bank being above the minimum capital requirement after the Call Option is exercised.

If the Bank decides to exercise the Call Option, the Bank shall notify the Trustee and the investors not less
than 30 calendar days prior to the date of exercise of such Call Option, which notice shall specify the date
fixed for the exercise of the Call Option (the “Call Option Exercise Date”).

Lock-in clause

Mark-up will only be paid from the current year's earnings and only if the Bank is in compliance with
regulatory capital and liquidity requirements.

Loss
absorbency

clause

The TFCs will be subject to a loss absorbency clause as stipulated under the SBP's "Instructions for Basel
Il Implementation in Pakistan".
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19.2

OTHER LIABILITIES

Mark-up / return / profit / interest payable in local currency
Mark-up / return / profit / interest payable in foreign currency
Security deposits

Accrued expenses

Mark to market loss on forward foreign exchange contracts
Mark to market loss on derivative instruments

Unclaimed dividends

Dividends payable

Provision for post retirement medical benefits

Provision for employees' compensated absences
Provision for staff retirement benefits

Payable to defined benefit plans

Provision against off-balance sheet obligations
Acceptances

Branch adjustment account

Provision for Workers' Welfare Fund

Unearned income

Qarza-e-Hasna Fund

Levies and taxes payable

Insurance payable

Provision for rewards program expenses

Liability against trading of securities

Clearing and settlement accounts

Payable to HBL Foundation

Contingent consideration payable

Charity fund

Lease liability against right-of-use asset

Unclaimed deposits

Others

Provision against off-balance sheet obligations

Opening balance
Exchange adjustment

Charge for the year
Reversal for the year
Net (reversal) / charge

Written off during the year
Transferred (out) / in
Closing balance

SHARE CAPITAL
Authorised capital

2022 2021
Number of shares in '000

2,900,000 2,900,000 Ordinary shares of Rs 10 each

Issued, subscribed and paid-up capital

2022 2021
Number of shares in '000
Ordinary shares of Rs 10 each

690,000 690,000 Fully paid in cash
776,852 776,852 Issued as bonus shares
1,466,852 1,466,852

Note

22.2

36.4.5
36.4.5
36.4.5 & 36.1.6
18.1

29

2022

2021

(Rupees in '000)

17,933,842 10,014,802
5,930,381 2,589,051
1,567,333 909,334

24,050,020 20,870,306
2,489,440 7,337,247
6,882,438 2,624,952

751,907 727,940
3,811,676 1,327,763
3,522,518 4,557,833
762,192 2,177,565
1,563,256 1,251,289
841,326 437,648
1,633,326 2,687,054

55,013,374 36,686,549
3,035,551 827,848
9,151,021 7,735,706
4,780,489 4,452,650

338,409 338,409

13,362,266 7,690,809
1,067,263 1,235,949
2,384,689 1,748,370

22,768,986 3,701,035

12,068,106 4,221,476

515,961 405,576
500,000 500,000
25,121 44,724
27,079,479 22,307,342
528,656 348,609
5,436,043 4,114,518

29,795,069 153,872,354

2,687,054 1,138,648
277,857 (38,031)

150,910 1,616,293
(1,482,495) (75,785)

(1,331,585) 1,540,508
- (1,653)

- 47,582

1,633,326 2,687,054

29,000,000 29,000,000
6,900,000 6,900,000
7,768,525 7,768,525

14,668,525  _ 14,668,525
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19.4

19.5

19.6

20

118

Major shareholders 2022 2021
(holding more than 5% of total paid-up capital)
Number of Percentage of Number of  Percentage of
shares held shareholding  shares held shareholding
Name of shareholder
Aga Khan Fund for Economic Development 748,094,778 51.00% 748,094,778 51.00%
2022 2021
Shares of the Bank held by associated companies (Number of shares)
Jubilee General Insurance Company Limited 4,270,000 4,270,000
Jubilee Life Insurance Company Limited 33,246,975 33,246,975
HBL Equity Fund - 1,067,000
HBL Investment Fund Class B 173,998 692,395
HBL Multi Asset Fund - 143,271
HBL Stock Fund 137,500 364,004
HBL Income Fund 940,747 522,069
HBL Pension Fund - Equity Sub Fund - 131,500
HBL Financial Sector Income Fund - Plan-1 1,028,289 -

Statutory reserve

Every banking company incorporated in Pakistan is required to transfer 20% of its profit after tax to a statutory reserve until the
amount of the reserve equals the paid-up share capital. Thereafter, 10% of the profit after tax of the Bank is required to be
transferred to this reserve. Accordingly, the Bank transfers 10% of its profit after tax every year to the statutory reserve.

Exchange translation reserve

This comprises of all foreign currency differences arising from the translation of the net investment in foreign branches,

associates, joint venture and subsidiaries.

SURPLUS ON REVALUATION OF ASSETS - NET OF TAX

Note 2022 2021
Attributable to Attributable to
Non- . Non-
Equity holders  controlling Total Equity controlling Total
. holders .
interest interest
(Rupees in '000)

Surplus / (deficit) arising on

revaluation of:
- Fixed assets 20.1 28,838,565 16,137 28,854,702 28,876,201 26,730 28,902,931
- Fixed assets of associates 374,325 - 374,325 144,596 - 144,596
- Non-banking assets acquired

in satisfaction of claims 20.2 175,125 - 175,125 224,064 - 224,064
- Available-for-sale securities 8.1 (44,375,327) (71,367) (44,446,694) (3,498,964) (50,429) (3,549,393)
- Available-for-sale securities

held by associates 8.1 (1,001,561) - (1,001,561) (97,185) - (97,185)

(15,988,873) (55,230) (16,044,103) 25,648,712 (23,699) 25,625,013

Deferred tax liability / (asset) on surplus / (deficit)

on revaluation of:
- Fixed assets 201 1,927,095 - 1,927,095 1,775,005 2,795 1,777,800
- Fixed assets of associates 160,960 - 160,960 56,392 - 56,392
- Non-banking assets acquired

in satisfaction of claims - - - - - -
- Available-for-sale securities 121 (18,881,626) (23,551) (18,905,177) (1,304,154) (4,898) (1,309,052)
- Available-for-sale securities

held by associates 121 (430,671) - (430,671) (37,902) - (37,902)

(17,224,242) (23,551) (17,247,793) 489,341 (2,103) 487,238

Surplus / (deficit) on revaluation of assets

- net of tax 1,235,369 (31,679) 1,203,690 25,159,371 (21,596) 25,137,775
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2022 2021
(Rupees in '000)
20.1 Surplus on revaluation of fixed assets

Surplus on revaluation of fixed assets as at January 01 28,902,931 29,031,454
Transferred from non-banking assets during the year 79,789 -
Transferred to unappropriated profit in respect of incremental depreciation charged

during the year - net of deferred tax (72,970) (78,399)
Related deferred tax liability on incremental depreciation charged during the year (55,048) (50,124)
Surplus on revaluation of fixed assets as at December 31 28,854,702 28,902,931

Less: related deferred tax liability on

- Revaluation as at January 01 1,777,800 1,827,924

- Effect of change in tax rate 204,343 -

- Incremental depreciation charged during the year (55,048) (50,124)
1,927,095 1,777,800

26,927,607 27,125,131

20.2 Surplus on revaluation of non-banking assets acquired in
satisfaction of claims

Surplus on revaluation as at January 01 224,064 209,594
Recognised during the year 30,850 132,680
Realised on disposal during the year - (118,210)
Transferred to fixed assets during the year (79,789) -

Surplus on revaluation as at December 31 175,125 224,064

Less: related deferred tax liability on
- Revaluation as at January 01 - -
- Surplus recognised during the year - -
- Incremental depreciation charged during the year - -

175,125 224,064
21 CONTINGENCIES AND COMMITMENTS
- Guarantees 211 262,493,102 260,750,915
- Commitments 21.2 942,909,348 1,119,772,107
- Other contingent liabilities 21.3 23,215,134 25,778,719

1,228,617,584 1,406,301,741

21.1 Guarantees:

Financial guarantees 54,186,950 88,017,271
Performance guarantees 201,579,675 164,593,834
Other guarantees 6,726,477 8,139,810

262,493,102 260,750,915
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Note 2022 2021
(Rupees in '000)
21.2 Commitments:

Trade-related contingent liabilities 280,869,037 339,979,058
Commitments in respect of:
- forward foreign exchange contracts 21.2.1 434,583,053 601,681,574
- forward Government securities transactions 21.2.2 132,295,940 93,562,463
- derivatives 21.2.3 57,305,018 42,049,128
- forward lending 21.2.4 21,948,516 30,412,479

646,132,527 767,705,644
Commitments for acquisition of:

- fixed assets 10,436,315 10,202,010
- intangible assets 5,471,469 1,885,395
15,907,784 12,087,405

942,909,348 1,119,772,107

21.2.1 Commitments in respect of forward foreign exchange contracts

Purchase 284,366,183 340,760,830
Sale 150,216,870 260,920,744

434,583,053 601,681,574

21.2.2 Commitments in respect of forward Government securities transactions

Purchase 117,020,407 27,830,190
Sale 15,275,533 65,732,273
132,295,940 93,562,463

21.2.3 Commitments in respect of derivatives

Cross currency swaps

Purchase 23,863,687 17,058,770
Sale 30,407,998 19,308,883
54,271,685 36,367,653

Interest rate swaps

Purchase - -
Sale 3,033,333 5,681,475
3,033,333 5,681,475
21.2.4 Commitments in respect of forward lending
Undrawn formal standby facilities, credit lines and other commitments to extend credit 21,948,516 30,412,479

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

2022 2021

(Rupees in '000)
21.3  Other contingent liabilities

21.3.1 Claims against the Group not acknowledged as debts 23,215,134 25,778,718

These mainly represent counter claims by borrowers for damages, claims filed by former employees of the Group and other
claims relating to banking transactions. Based on legal advice and / or internal assessments, management is confident that
the matters will be decided in the Group’s favour and the possibility of any adverse outcome is remote. Accordingly, no
provision has been made in these consolidated financial statements.

21.3.2 There were no tax related contingencies as at the year end.
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DERIVATIVE INSTRUMENTS

A derivative is a financial instrument whose value changes in response to changes in a specified interest rate, security price,
commodity price, foreign exchange rate, index of prices or rates, a credit rating or credit index or a similar variable, sometimes called
the underlying. Derivatives include forwards, futures, swaps, options and 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. The ADD license
covers only transactions permitted under the Financial Derivatives Business Regulations issued by the SBP, which are:

(a) Foreign Currency Options
(b) Forward Rate Agreements
(c) Interest Rate Swaps

(d) Cross Currency Swaps

However, the Bank also offers other derivative products to satisfy customer requirements, specific approval of which is sought from
the SBP on a transaction by transaction basis.

These transactions cover the aspects of both market making and hedging. The risk management processes and policies related to
derivatives are disclosed in note 45.5 to these consolidated financial statements.

Product Analysis 2022
Cross currency swaps

Interest rate swaps

Counterparties

Notional Mark to . A Mark to market
L Notional principal
principal market loss loss
-------------------------- (Rupees in '000) =-=====s=nmmmmmmmmnmanan
With Banks for
Hedging - - - =
Market Making 573,571 (106,423) - -
With Fls other than banks for
Hedging - - - -
Market Making 4,161,383 (458,056) 625,000 (58,909)
With other entities for
Hedging - - - -
Market Making 49,536,731 (6,070,726) 2,408,333 (187,778)
Total
Hedging - - - -
Market Making 54,271,685 (6,635,205) 3,033,333 (246,687)

Counterparties

2021

Cross currency swaps

Interest rate swaps

Notional Mark to . - Mark to market
L Notional principal
principal market loss loss
-------------------------- (Rupees in '000) =--====s==mmmmmmmmnmanan
With Banks for
Hedging - - - -
Market Making 796,114 (61,263) - -
With Fls other than banks for
Hedging - - - -
Market Making 1,388,034 (42,353) 875,000 (43,325)
With other entities for
Hedging - - - -
Market Making 34,183,505 (2,086,104) 4,806,475 (140,304)
Total
Hedging - - - -
Market Making 36,367,653 (2,189,720) 5,681,475 (183,629)
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Maturity Analysis

2022
Remaining Maturity No. of N?tio.nal Mark to Market
Contracts Principal Loss Gain Net
(Rupees in '000)
Upto 1 Month 2 6,065,619 (503,076) - (503,076)
1 to 3 Months 2 969,895 (145,332) - (145,332)
3 Months to 6 Months - - - - -
6 Months to 1 Year 1 1,388,718 (227,939) - (227,939)
1to 2 Years 18 6,660,462 (988,176) - (988,176)
2 to 3 Years 4 1,961,624 (167,650) 546 (167,104)
3to5 Years 10 15,065,641 (3,403,263) - (3,403,263)
5to 10 Years 2 17,086,041 (556,358) - (556,358)
Over 10 Years 2 8,107,018 (890,644) - (890,644)
41 57,305,018 (6,882,438) 546 (6,881,892)
2021
Remaining Maturity No. of Notional Mark to Market
Contracts Principal Loss Gain Net
(Rupees in '000)
Upto 1 Month - - - - -
1 to 3 Months 2 695,996 (19,167) - (19,167)
3 Months to 6 Months 1 166,232 (10,699) - (10,699)
6 Months to 1 Year 1 662,777 (44,794) - (44,794)
1to 2 Years 4 5,530,524 (313,312) 8,720 (304,592)
2 to 3 Years 18 7,611,233 (300,853) - (300,853)
3105 Years 13 18,431,979 (1,865,403) - (1,865,403)
5 to 10 Years 1 1,849,431 (70,724) - (70,724)
Over 10 Years 2 7,100,956 - 242,883 242,883
42 42,049,128 (2,624,952) 251,603 (2,373,349)
2022 2021
MARK-UP / RETURN / PROFIT / INTEREST EARNED (Rupees in '000)
On:
Loans and advances 192,939,922 111,742,121
Investments 226,000,345 143,232,732
Lendings to financial institutions 15,354,518 6,849,788
Balances with banks 1,806,252 429,321
436,101,037 262,253,962
MARK-UP / RETURN / PROFIT / INTEREST EXPENSED
On:
Deposits 196,757,107 98,637,738
Securities sold under repurchase agreement borrowings 50,773,232 16,759,954
Borrowings 11,550,696 5,674,142
Subordinated debt 1,891,880 1,239,075
Cost of foreign currency swaps against foreign currency deposits / borrowings 6,420,260 5,271,210
Lease liability against right-of-use assets 3,145,165 3,252,794
270,538,340 130,834,913
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26

26.1

27

FEE AND COMMISSION INCOME

Branch banking customer fees

Branchless banking customer fees

Consumer finance related fees

Card related fees (debit and credit cards)

Credit related fees

Commission on trade related products and guarantees
Commission on cash management

Commission on remittances (including home remittances)
Commission on bancassurance

Commission on Government to Person (G2P) payments
Investment banking fees

Management fee

Merchant discount and interchange fees

Wealth management fee

Others

Less: Sales tax / Federal Excise Duty on fee and commission income

GAIN / (LOSS) ON SECURITIES - NET

Realised
Unrealised - held-for-trading

Gain / (loss) on securities - realised

On:

Federal Government securities
- Market Treasury Bills
- Pakistan Investment Bonds
- ljarah Sukuks

Shares

Non-Government debt securities

Foreign securities

OTHER INCOME

Incidental charges
Gain on sale of fixed assets - net
Rent on properties

Exchange gain realised on partial repatriation of branch capital

Exchange gain realised on liquidation of subsidiary
Gain on sale of non-banking assets
Liabilities no longer required written back

Note

26.1
8.1

2022

2021

(Rupees in '000)

3,900,870 3,941,234
925,974 400,256
2,267,096 1,892,822
8,949,280 7,116,888
2,749,465 2,074,464
5,359,484 4,120,181
1,137,506 933,927
698,204 533,652
767,109 918,994
778,410 323,595
1,168,462 1,433,819
722,412 573,091
5,453,015 3,658,025
498,978 692,119
176,485 196,739
35,552,750 28,809,806
(4,042,607) (3,376,451)
31,510,143 25,433,355
950,565 957,138
(84,390) 67,246
866,175 1,024,384
(303,312) 60,564
1,489,573 1,613,120
81,974 (34,707)
(377,550) (600,139)
69,795 (108,839)
(9,915) 27,139
950,565 957,138
427,508 517,364
42,024 79,639
19,459 25,045
- 404,080
- 1,919
- 16,000
- 111,714
488,991 1,155,761
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OPERATING EXPENSES
Total compensation expense

Property expense

Rent and taxes

Insurance

Utilities cost

Security (including guards)

Repairs and maintenance (including janitorial charges)
Depreciation on owned fixed assets

Depreciation on right-of-use assets

Information technology expenses
Software maintenance

Hardware maintenance
Depreciation

Amortisation

Network charges

Consultancy charges

Other operating expenses

Legal and professional charges
Outsourced services costs

Travelling and conveyance

Insurance

Remittance charges

Cash transportation and sorting charges
Repairs and maintenance
Depreciation

Training and development

Postage and courier charges
Communication

Stationery and printing

Marketing, advertisement and publicity
Donations

Auditors' remuneration

Brokerage and commission
Subscription

Documentation and processing charges
Entertainment

Consultancy charges

Deposit insurance premium expense
Product feature cost

Others

HBL ANNUAL REPORT 2022

Note

28.1

10.2
10.2

10.2
11.1

10.2

28.3
284

2022

2021

(Rupees in '000)

49,744,010 40,307,231
1,353,529 1,186,054
192,579 152,090
4,228,354 2,677,005
2,527,974 2,191,164
3,819,508 2,664,535
4,171,011 3,492,793
3,978,154 3,384,774
20,271,109 15,748,415
6,272,575 3,929,734
1,321,105 924,247
2,690,992 2,486,376
1,852,350 1,061,035
1,589,404 1,419,573
725,049 740,926
14,451,475 10,561,891
1,750,542 926,027
2,478,270 1,792,853
1,715,492 1,044,017
1,446,878 912,195
686,097 582,145
2,653,622 2,019,915
1,765,816 1,487,260
920,491 990,023
516,875 219,081
864,745 773,469
1,485,240 921,580
2,701,064 1,966,197
3,140,838 3,197,006
649,013 508,056
346,058 288,512
867,970 747,179
435,873 384,755
5,736,200 3,792,520
640,604 388,861
1,429,633 518,614
2,702,417 2,504,487
4,012,368 2,145,231
1,394,755 1,057,449
40,340,861 29,167,432
124,807,455 95,784,969
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28.1 Total compensation expense

Non-Executive Directors' fees
Shariah Board's fees and allowances
Managerial Remuneration

i) Fixed

ii) Variable
Charge for defined benefit plan
Contribution to defined contribution plan
Rent and house maintenance
Utilities
Medical
Conveyance
General group staff insurance
Sub-total
Sign-on bonus
Severance payments
Grand Total

Sign-on bonus
Severance payments

28.2 The total cost for the year included in other operating expenses relating to outsourced activities is as follows:

- In Pakistan
- Outside Pakistan

The material outsourcing arrangements along with the nature of services provided by them are as follows:

Name of company Nature of service

A.S.C. First Solutions (Pvt) Limited
Euronet Pakistan (Private) Limited

Document archival and storage for Pakistan
Host environment configuration, POS
terminal and card outsourcing services
Document archival and storage for UAE
Document archival and storage for New York

First Solutions - HBL UAE

Iron Mountain Information Management LLC
Interactive Printer Solutions W.L.L

Recall Bangladesh Limited - HBL Bangladesh
Virtual World (Private) Limited

Infofort Private Limited Bahrain - HBL Bahrain

Document archival and storage for Bangladesh
Call Centre & Customer Support Services
Document archival and storage for Bahrain

Spectrum Engineering Consortium Limited - HBL Bangladesh Software Maintenance i.e RTGS software (including DMS)

28.3 Details of Donations

Donations individually exceeding Rs 100,000

HBL Foundation

EPS Solutions Pakistan (Pvt) Ltd - Prefabricated houses for flood affectees
Al-Shifa Trust

Peoples University of Medical and Health Sciences For Women
National Institute of Child Health Trust

Hope Uplift Foundation

Depilex Smileagain Foundation

Pakistan Agricultural Coalition

Developments in Literacy Foundation

Wesminister Local Council

The Aga Khan Hospital & Medical College Foundation
International Parliamentarians' Congress

Printing of chequebooks and banker's cheques for HBL Bahrain

Note 2022 2021
(Rupees in '000)
39.2 94,800 86,400
39.3 34,079 27,982
27,168,951 22,818,147
5,274,049 4,096,540
570,049 1,162,448
1,511,104 1,216,120
5,324,780 4,659,186
1,223,232 1,067,706
2,504,618 2,121,835
3,067,247 2,678,053
33,884 59,829
46,806,793 39,994,246
69,637 21,043
2,867,580 291,942
49,744,010 40,307,231

No. of persons

57 27
931 57
2022 2021
(Rupees in '000)
2,671,201 1,934,840
375,071 340,598
3,046,272 2,275,438
142,472 122,005
96,220 51,155
16,447 13,941
615 2,866
1,362 1,324
2,19 1,045
5,513 -
3,954 -
2,746 -
271,448 192,336
515,961 405,576
128,000 -
1,200 -
1,000 -
300 250
500 -
500 -
700 -
600 -
252 -
- 77,230
- 25,000
649,013 508,056

Mr. Muhammad Aurangzeb, President and Chief Executive Officer, Mr. Sagheer Mufti, Chief Operating Officer, Mr. Rayomond Kotwal, Chief Financial

Officer and Mr. Jamal Nasir, Chief Human Resources Officer are Trustees of the HBL Foundation.
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28.4 Auditors' remuneration 2022 2021

Domestic Overseas Total Domestic Overseas Total
(Rupees in '000)

Audit and audit related fees

Audit fee of the Bank 34,086 132,546 166,632 27,901 101,947 129,848
Audit fee of subsidiaries 4,719 75,821 80,540 4,408 48,144 52,552
Fees for other statutory and related
certifications 25,075 12,655 37,730 21,995 7,073 29,068
Fees for other statutory certifications of
subsidiaries 2,150 21,345 23,495 1,050 17,278 18,328
Out of pocket expenses on audit fees 9,033 1,976 11,009 6,939 2,467 9,406
Sales tax on audit fees 3,450 10,234 13,684 2,787 6,390 9,177
78,513 254,577 333,090 65,080 183,299 248,379

Other services

Special certifications and sundry

advisory services 9,883 936 10,819 12,651 25,868 38,519
Tax services - 533 533 - - -
Out of pocket expenses 557 46 603 357 152 509
Sales tax on other services 856 157 1,013 986 119 1,105

11,296 1,672 12,968 13,994 26,139 40,133
89,809 256,249 346,058 79,074 209,438 288,512

29 WORKERS' WELFARE FUND

The Group has made a provision for Workers' Welfare Fund (WWF) based on profit for the respective years.

Note 2022 2021

30 OTHER CHARGES (Rupees in '000)
Penalties imposed by the State Bank of Pakistan 454,259 549,685
Penalties imposed by other regulatory bodies 22,328 7,513

476,587 557,198

31 PROVISIONS / (REVERSALS) AND WRITE OFFS - NET
Provision for / (reversal of) diminution in value of investments 8.8 3,851,708 (1,258,723)
Provision against loans and advances 9.5 5,943,661 7,645,044
Provision against other assets 13.2.1 624,244 190,136
(Reversal of) / provision against off-balance sheet obligations 18.1 (1,331,585) 1,540,508
Recoveries against written off / charged off bad debts (905,966) (842,786)
Recoveries against other assets written off (1,809) (10,724)
Write off of fixed assets - 133,851
Other write offs and operational losses 301,508 608,730
Bad debts written off directly 9.9.1 - 81,069

8,481,761 8,087,105

32 TAXATION

- Current
- For the year 36,126,045 25,048,468
- Prior years 5,595,916 436,755
41,721,961 25,485,223
- Deferred
- For the year 1,303,366 225,444
- Prior years (393,719) 810,371

121 909,647 1,035,815

42,631,608 26,521,038

32.1 Relationship between tax expense and accounting profit

Accounting profit for the current year 77,029,938 62,027,911

Tax on income @ 49% (2021: 39%) 37,744,670 24,190,885

Permanent differences

Impact of:
- Different tax rates of subsidiaries (574,029) 195,875
- Disallowance of penalties imposed by the SBP and other regulatory bodies 233,528 217,300
- Disallowance of 50% of contribution to gratuity and pension funds 297,596 -
- Deferred tax booked at tax rates applicable to future years (@ 43%) (192,815) -
- Additional tax @ 2.5% on additional income from Federal Government Securities - 727,129
- Others (79,539) (57,277)

(315,259) 1,083,027
Prior years - charge 5,202,197 1,247,126
Tax charge for the current year 42,631,608 26,521,038

126 | HBL ANNUAL REPORT 2022



NOTESTO THE CONSOLIDATED FINANCIALSTATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2022

32.2 The income tax returns of the Bank have been submitted up to and including for the accounting year 2021. The tax returns
submitted are deemed assessments under section 120 of the Income Tax Ordinance, 2001.

The Income Tax Department has amended the assessments of the Bank for prior years, upto and including for the tax year
2021 except tax years 2019 and 2020 for which notices for audit and amendment of assessment have been served. The
amendments mainly relate to gain on translation of net investment in foreign branches, taxable income subject to enhanced
rate, retirement benefits, provisions against loans and advances, investments and other assets. These matters are at various
stages of appeal with the appellate authorities. The management of the Bank, in consultation with its tax advisors, is confident
that the decisions in respect of these appeals would be in the Bank’s favor.

The income tax returns of the Bank’s Azad Kashmir, Gilgit-Baltistan and overseas branches have been submitted up to and
including for the accounting year 2021. The tax returns submitted in Azad Kashmir and Gilgit Baltistan are considered as
deemed assessments under section 120 of the Income Tax Ordinance, 2001.

The income tax returns of domestic and overseas subsidiaries have been submitted to the respective tax authorities up to and
including for the accounting year 2021.
2022 2021
(Rupees in '000)
33 BASIC AND DILUTED EARNINGS PER SHARE

Profit for the year attributable to equity holders of the Bank 34,070,087 35,021,853
(Number)

Weighted average number of ordinary shares 1,466,852,508 1,466,852,508
(Rupees)

Basic and diluted earnings per share 23.23 23.88

33.1  Diluted earnings per share has not been presented separately as the Bank does not have any convertible instruments in issue.

Note 2022 2021
34 CASH AND CASH EQUIVALENTS (Rupees in '000)
Cash and balances with treasury banks 5 296,015,386 441,252,246
Balances with other banks 6 41,513,022 64,438,075

337,528,408 505,690,321

34.1 Reconciliation of movement in liabilities to cash flows arising from financing activities

2022
Liabilities Equity
Subordinated Other liabilities Reserves Unapproprlated Non.-controllmg
debt profit interest

(Rupees in '000)

Balance as at January 01, 2022 12,374,000 153,872,354 81,375,519 158,441,418 4,040,969

Changes from financing cash flows
Proceeds from issuance of subordinated debt 6,500,000 - - -
Dividend paid - - - (8,493,514)
Payment of lease liability against right-of-use assets - (4,939,145) - -
Payment of mark-up on subordinated debt - (1,847,577) - -
Effect of translation of net investment by
non-controlling interest in subsidiary - - - - 44,140
6,500,000 (6,786,722) - (8,493,514) 44,140

Other changes:
Liability-related

Changes in other liabilities

- Cash based - 67,997,391 - - -

- Dividend payable - 2,507,880 - (2,507,880) -

- Non-cash based - 12,204,166 - - -
Transfer of profit to statutory reserve - - 3,494,860 (3,494,860) -
Total liability related other changes - 82,709,437 3,494,860 (6,002,740) -
Equity related - - 2,900,953 34,522,475 (1,206,160)
Balance as at December 31, 2022 18,874,000 229,795,069 87,771,332 178,467,639 2,878,949
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35

35.1

35.2

36

36.1

36.1.1

128

Balance as at January 01, 2021

Changes from financing cash flows

Repayment of subordinated debt

Dividend paid

Payment of lease liability against right-of-use assets

Payment of mark-up on subordinated debt

Effect of translation of net investment by
non-controlling interest in subsidiary

Other changes:
Liability-related
Changes in other liabilities
- Cash based
- Dividend payable
- Non-cash based
Transfer of profit to statutory reserve
Total liability related other changes

Equity related

Balance as at December 31, 2021

STAFF STRENGTH

Permanent
On contract
Total staff strength

2021
Liabilities Equity
Subordinated Other liabilities Reserves Unappropnated Non.-controllmg
debt profit interest
(Rupees in "000)
22,356,000 129,910,297 72,062,025 138,208,223 4,551,560
(9,982,000) - -
- - (10,855,155)
- (5,113,819) -
- (1,517,481) -
- - - 85,115
(9,982,000) (6,631,300) (10,855,155) 85,115
- 16,006,633 -
- 1,246,377 (1,246,377)
- 13,340,347 - - -
- - 3,840,971 (3,840,971) -
- 30,593,357 3,840,971 (5,087,348) -
- 5,472,523 36,175,698 (595,706)
12,374,000 153,872,354 81,375,519 158,441,418 4,040,969
2022 2021
(Number)
21,635 21,703
206 114
21,841 21,817

In addition to the above, 4,013 employees (2021: 3,112 employees) of outsourcing services companies were assigned to the
Bank as at the end of the year to perform services other than janitorial services and as guards.

Staff strength bifurcation

Domestic
Overseas

DEFINED BENEFIT PLANS
General Information
The Bank operates the following schemes:

Pension Fund (defined benefit scheme)

2022 2021
(Number)
21,157 21,104
684 713
21,841 21,817

The Bank operates an approved funded pension scheme which is applicable to:

- Allclerical employees who opted for this scheme when it was introduced in 1974 and those who joined after this date.
- Executives and officers who opted for this scheme when it was introduced with effect from May 1, 1977 and those who
joined the Bank during the period from May 1, 1977 till December 31, 2001.
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36.1.2

36.1.3

36.1.4

36.1.5

36.1.6

For clerical employees, the benefit is based on their actual years of service as of the statement of financial position date
and their last drawn salary. For executives and officers, the benefit is based on their basic salary as at March 31, 2014
and their years of service up to March 31, 2005. For service subsequent to this date (i.e. from April 1, 2005), they are
entitled to the Bank's contributory provident fund (refer note 37.1) and the Bank's contributory gratuity fund (refer note
37.2). Eligible employees are entitled to a minimum pension as per applicable rules.

Benevolent Fund (defined benefit scheme)

The Bank operates an approved funded benevolent fund scheme for all employees who joined on or before December 31,
2018 and who retire from or expire during service. Under this scheme, a fixed monthly subscription is made by employees
by way of a salary deduction and a matching monthly contribution is made by the Bank. All eligible employees are entitled
to receive a fixed monthly amount or a one-time lump sum payment in lieu of a fixed monthly amount, as per the rules of
the Fund. Clerical employees are additionally entitled to marriage and funeral grants during the period of their service as
specified in the rules of the Fund.

Post-Retirement Medical Benefits (defined benefit scheme)
The Bank operates a non-funded scheme for post-retirement medical benefits for all employees.

All clerical employees who retired before May 24, 2022 receive reimbursements when incurred, against this benefit. Those
who retired on or after May 24, 2022 also have the option to receive a one-time lump sum payment in lieu of
reimbursements. Executives and officers who retired prior to January 1, 2006 receive these benefits as reimbursements
when incurred. Executives and officers who retire after January 1, 2006 receive a one-time lump sum payment. However,
those who are given a post-retirement contract up to the age of 65 years with effect from September 1, 2022, will receive
this one-time lump sum payment at the time of expiry of the employment contract.

Compensated Absences (defined benefit scheme)

The Bank operates a non-funded scheme for compensated absences. This is applicable to those employees who were in
the service of the Bank as at December 31, 2008 and who had accumulated leave balances. Employees are entitled to
proceed on Leave Prior to Retirement (LPR) to the extent of their accrued leave or 365 days whichever is lower, while
continuing to receive their gross salary. This benefit vests on retirement or, in the case of premature retirement, on the
completion of 30 years of service. However, in the case of death in service, the benefit is encashed upto 50% of accrued
leave or 180 days, whichever is lower.

Employees may be required by the Bank to continue working during the whole or a part of their LPR period. Such
employees are entitled to salary and certain benefits during the period they are required to work and, additionally, to leave
encashment up to 50% of their accrued leave balance, up to a maximum of 180 days.

Clerical employees have the option of not proceeding on LPR and instead encashing 50% of their accumulated leave
balance up to a maximum of 180 days.

Other Post-Retirement Benefits (defined benefit scheme)
The Bank offers a non-funded scheme for executives. Under this scheme, a lump sum amount equal to six months of

house rent, utilities, car and conveyance allowances is paid to the executive on retirement. However, in the case of death
in service, the lump sum amount includes an additional six months of house rent allowance.

Pension and Life Assurance Scheme (defined benefit scheme)

The Bank operates a pension and life assurance scheme for those employees who joined its UK operations prior to
December 26, 2001. The scheme was established with effect from May 1, 1978 under a Trust Deed of that date and is
governed by that Trust Deed together with various supplemental and amending deeds executed over the lifetime of the

scheme.

The triennial actuarial valuation as at May 1, 2019 revealed a deficit of £1.7 million under the Statement of Funding
Principles. In order to address this deficit, the Bank will pay the amount after receiving regulatory approval.
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36.2 Principal actuarial assumptions

The latest actuarial valuation was carried out as at December 31, 2022 using the Projected Unit Credit Method. The
following significant assumptions were used for the valuation:

2022 2021
(Per annum)

Valuation discount rate 14.50% 11.75%
Expected rate of increase in salary 13.50% 10.75%
Expected rate of increase in minimum pension 5.00% 5.00%
Expected rate of increase in medical benefit 12.50% 9.75%
Expected rate of return on funds invested 14.50% 11.75%
36.3 Number of beneficiaries under the scheme (Number)
Pension fund 5,344 6,636
Benevolent fund 11,440 14,631
Post retirement medical benefit scheme 19,793 19,460
Compensated absences 2,118 3,405
Other Post-Retirement Benefits 2,757 2,494
36.4 Pension, gratuity, benevolent fund schemes and other benefits

36.4.1 The fair value of plan assets and the present value of defined benefit obligations of funded schemes as at December 31,
2022 are as follows:

2022 2021

Pension Benevolent Pension Fund Benevolent
Fund Fund Fund

------------------------- (Rupees in '000) ----=====s=mmnmmmmmmnmmnanan

Fair value of plan assets 3,414,936 2,648,950 6,917,325 2,754,021
Present value of defined benefit obligations (3,525,906) (804,430) (6,157,971)  (1,103,573)
Receivable / (payable) (110,970) 1,844,520 759,354 1,650,448

36.4.2 The present value of defined benefit obligations of non-funded schemes as at December 31, 2022 are as follows:

2022 2021
FOSt Employee Other Post- ?OSt Employee Other Post-
retirement . retirement .
. compensated Retirement . compensated  Retirement
medical . medical .
X absences Benefits ) absences Benefits
benefits benefits

(Rupees in '000)

Present value of defined benefit obligations ~ (3,522,518) (762,192)  (824,150)  (4,557,833)  (2,177,565)  (667,894)

36.4.3 Movement in the present value of defined benefit obligations

2022
Post-
Pension Benevolent retirement Employee Othc..ar Post-
. compensated  Retirement
Fund Fund medical .
X absences Benefits
benefits
(Rupees in '000)
Obligations at the beginning of the year 6,157,971 1,103,573 4,557,833 2,177,565 667,894
Current service cost 67,090 26,529 179,927 57,563 124,802
Interest cost 709,267 122,940 535,401 242,452 82,080
Benefits paid by the Bank (3,680,262) (451,894) (649,055) (676,702) (45,603)
Past service cost 1,061,568 211,858 (972,974) (742,441) -
Remeasurement gains (789,728) (208,576) (128,614) (296,245) (5,023)
Obligations at the end of the year 3,525,906 804,430 3,522,518 762,192 824,150
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2021
Post-
Pension Benevolent retirement c;;np‘::::fe d g::ﬁ;:::
Fund Fund medical )
benefits absences Benefits
(Rupees in '000)
Obligations at the beginning of the year 7,003,540 1,079,752 3,763,654 2,492,992 585,038
Current service cost 78,909 33,695 156,356 63,683 106,377
Interest cost 673,653 102,679 366,095 227,677 59,070
Benefits paid by the Bank (508,879) (139,919) (318,328) (418,729) (69,657)
Remeasurement (gains) / losses (1,089,252) 27,366 590,056 (188,058) (12,934)
Obligations at the end of the year 6,157,971 1,103,573 4,557,833 2,177,565 667,894
36.4.4  Movement in fair value of plan assets
2022 2021
Pension Benevolent Pension Fund Benevolent
Fund Fund Fund

---------------------- (Rupees in '000) --=-====n=msn=mmn=mn

Fair value at the beginning of the year 6,917,325 2,754,021 6,218,050 2,583,853
Expected return on plan assets 793,667 278,438 597,047 242,664
Contribution by the Bank - 25,507 785,490 33,420
Contributions by employees - 25,507 - 33,420
Benefits paid by the Bank (3,680,262) (451,894) (508,879) (139,919)
Remeasurement (losses) / gains (615,794) 17,371 (174,383) 583
Fair value at the end of the year 3,414,936 2,648,950 6,917,325 2,754,021

36.4.5 Movement in amounts payable / (receivable)

2022
Post-
. . Employee Other Post-
Pension Benevolent retirement .
. compensated  Retirement
Fund Fund medical §
. absences Benefits
benefits

(Rupees in '000)

Opening balance (759,354) (1,650,448) 4,557,833 2,177,565 667,894
Charge / (reversal) for the year 1,044,258 57,382 (257,646) (738,671) 206,882
Contribution by the Bank - net - (25,507) - - -
Remeasurement gains recognised
in OCI during the year (173,934) (225,947) (128,614) - (5,023)
Benefits paid by the Bank - - (649,055) (676,702) (45,603)
Closing balance 110,970 (1,844,520) 3,522,518 762,192 824,150
2021
Post-
Pension Benevolent retirement Employee Oth_er Post-
. compensated  Retirement
Fund Fund medical )
. absences Benefits
benefits

(Rupees in '000)

Opening balance 785,490 (1,504,101) 3,763,654 2,492,992 585,038
Charge / (reversal) for the year 155,515 (139,710) 522,451 103,302 165,447
Contribution by the Bank - net (785,490) (33,420) - - -
Remeasurement (gains) / losses recognised

in OCI during the year (914,869) 26,783 590,056 - (12,934)
Benefits paid by the Bank - - (318,328) (418,729) (69,657)
Closing balance (759,354)  (1,650,448) 4,557,833 2,177,565 667,894
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36.4.6  Charge for defined benefit plans
36.4.6.1 Cost recognised in profit and loss
2022
Post-
Pension Benevolent retirement co?’:::::e d 222;:,2?{
Fund Fund medical P §
X absences Benefits
benefits
(Rupees in '000)
Current service cost 67,090 26,529 179,927 57,563 124,802
Net interest (receivable) / payable on defined
benefit asset / liability (84,400) (155,498) 535,401 242,452 82,080
Past service cost 1,061,568 211,858 (972,974) (742,441) -
Actuarial gains recognised - - - (296,245) -
Contributions by the employees - (25,507) - - -
1,044,258 57,382 (257,646) (738,671) 206,882
2021
Post-
Pension Benevolent retirement Employee Oth?r Post-
. compensated  Retirement
Fund Fund medical )
X absences Benefits
benefits
(Rupees in '000) -=--======snmmmmmnmmnnnan
Current service cost 78,909 33,695 156,356 63,683 106,377
Net interest on defined benefit asset / liability 76,606 (139,985) 366,095 227,677 59,070
Actuarial losses recognised - - - (188,058) -
Contributions by the employees - (33,420) - - -
155,515 (139,710) 522,451 103,302 165,447
36.4.6.2 Remeasurements recognised in OCI during the year
2022
. ?OSt- Other Post-
Pension Benevolent retirement Retirement
Fund Fund medical Benefits
benefits
------------------------------ (Rupees in '000) -------=======n=mnmmnmunu
(Gains) / losses on obligation
- Financial assumptions (604,453) (37,522) 27,560 11,577
- Experience adjustment (185,275) (171,054) (156,174) (16,600)
(789,728) (208,576) (128,614) (5,023)
Losses / (gains) on plan assets 615,794 (17,371) - -
Total remeasurement (gains) / losses recognised in OCI (173,934) (225,947) (128,614) (5,023)
2021
. I.DOSt- Other Post-
Pension Benevolent retirement Retirement
Fund Fund medical Benefits
benefits
------------------------------ (Rupees in '000) -=--=======sn=mmmmmmamnan
(Gains) / losses on obligation
- Financial assumptions (864,893) (74,841) 40,631 7,000
- Experience adjustmen , , , ,
E i djust t (224,359) 102,207 549,425 (19,934)
(1,089,252) 27,366 590,056 (12,934)
Losses / (gains) on plan assets 174,383 (583) - -
Total remeasurement losses / (gains) recognised in OCI (914,869) 26,783 590,056 (12,934)
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36.4.7 Components of fair value of plan assets

36.4.8

2022 2021
Pension Benevolent Pension Benevolent
Fund Fund Fund Fund
-------------------------- (Rupees in '000) ====s==s=s=smmmmmmmmnnnan

Cash and cash equivalents - net 153,842 128,216 635,488 11,473
Government securities 2,725,011 2,451,235 5,431,704 2,675,335
Shares 536,083 - 850,133 -
Non-Government debt securities - 69,500 - 67,214

3,414,936 2,648,951 6,917,325 2,754,022

The funds primarily invest in Government securities (Market Treasury Bills, Pakistan Investment Bonds and Special Savings
Certificates) which do not carry any credit risk but are subject to interest rate risk based on market movements. Equity securities
are subject to price risk whereas non-Government debt securities are subject to both credit risk and interest rate risk. These
risks are regularly monitored by the Trustees of the employee funds.

Sensitivity analysis of defined benefit obligations

A sensitivity analysis has been performed by varying one assumption while keeping all other assumptions constant and
calculating the impact on the present value of defined benefit obligations under the various employee benefit schemes. The
increase / (decrease) in the present value of defined benefit obligations as a result of changes in each assumption is
summarized below:

2022
ret'F: :::ent Employee Other Post-
Pension Fund  Benevolent Fund mledical compensated Retirement
§ absences Benefits
benefits
(Rupees in '000)
1% increase in discount rate (191,347) (22,202) (318,979) (26,631) (58,816)
1% decrease in discount rate 214,720 24,127 379,316 28,579 66,717
1% increase in expected rate of salary increase 21,661 - - 32,055 70,633
1% decrease in expected rate of salary increase (20,643) - - (30,333) (63,172)
1% increase in expected rate of increase in minimum pension 197,916 - - - -
1% decrease in expected rate of increase in minimum pension (167,245) - - - -
1% increase in expected rate of increase in medical benefit - - 116,632 - -
1% decrease in expected rate of increase in medical benefit - - (98,048) - -
36.4.9 Expected contributions to the schemes in the next financial year
The Bank contributes to the pension fund 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.
2023
; ﬁF:O;t nt Employee Other Post-
Pension Fund  Benevolent Fund Tneji'c:l compensated Retirement
' ! absences Benefits
benefits
(Rupees in '000)
Expected charge / (reversal) for the year 39,240 (320,229) 615,489 124,366 274,256
2022
Post Employee Other Post-
Pension Fund  Benevolent Fund r?nt':i?lz?t compensated Retirement
36.4.10 Maturity profile benefits absences Benefits
The weighted average duration of the obligation (in years) 5.50 2.87 12.92 3.62 7.59
36.4.11 Funding Policy

The Bank endeavors to ensure that liabilities under the various employee benefit schemes are covered by the assets of the
Fund on any valuation date, based on actuarial assumptions.

HBL ANNUAL REPORT 2022 | 133



NOTESTO THE CONSOLIDATED FINANCIALSTATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2022

36.4.12 The significant risks associated with the defined benefit schemes are as follows:

37

37.1

37.2

134

Mortality risks
The risk that the actual mortality experience is different. The impact depends on the beneficiaries’ service / age distribution and

the benefit.

Investment risks

The risk that the investments of the Funds will underperform and not be sufficient to meet the liabilities.
Final salary risks

The risk that the final salary at the time of cessation of service is higher than what was assumed. Since the benefit is calculated
based on the final salary, the benefit amount increases similarly.

Withdrawal risks

The risk of higher or lower withdrawal experience than assumed. The impact depends on the beneficiaries’ service / age
distribution and the benefit.

DEFINED CONTRIBUTION PLANS

Provident Fund

For employees hired on or after January 1, 2002, the Bank operates an approved funded provident fund under which the
employees make monthly contributions as follows:

For executives and officers 7% of basic salary
For clerical staff 12% of basic salary

For executives and officers, the Bank also contributes 7% of the basic salary to the fund.

Executives and officers hired upto December 31, 2001, who are covered by the Bank’s pension scheme (refer note 36.1.1
above) also became eligible for the Bank's contributory provident fund benefits effective April 1, 2005.

This scheme covers 14,634 employees (2021: 14,991 employees).

Payments are made to employees on retirement, death, resignation and discharge as specified in the rules of the Fund.

Contributory Gratuity Fund

For employees hired on or after January 1, 2002, the Bank operates an approved funded Bank contributory gratuity scheme.
Executives and officers hired up to December 31, 2001, who are covered by the Bank's pension scheme (refer note 36.1.1
above) also became eligible for gratuity fund benefits effective April 1, 2005.

The Bank contributes an amount equal to half of the employees’ monthly basic salary for each completed year of service and,
on a pro-rata basis, for partially completed years of service. Payments are made to the employees on retirement, death,

resignation after completion of at least 10 years of continuous service, and discharge as specified in the rules of the Fund.

This scheme covers 16,859 employees (2021: 15,873 employees).
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38.1

38.1.1

38.1.2

38.1.3

38.1.4

DEFINED BENEFIT PLANS AND DEFINED CONTRIBUTION PLANS OF SUBSIDIARIES AND OVERSEAS BRANCHES
General information
Employee benefits offered by subsidiary companies are as follows:

HBL Bank UK Limited

Pension Fund (defined contribution scheme)

HBL Bank UK (HBL UK) operates a funded defined contribution pension scheme for its employees. Under current UK
legislation, employees have the right to opt out of the pension scheme. HBL UK contributes an amount equal to 5% of each
member's monthly basic salary and the cost is recognised when the contributions are made. The minimum employee
contribution is 3% of basic salary, but the contribution can be increased at the discretion of the employee. The total amount
contributed by the Bank and the employee is capped at £40,000 per annum.

This scheme covers 106 employees (2021: 113).

HBL Asset Management Limited (HBL AMC)
Gratuity Fund (defined benefit scheme)

HBL AMC operates an approved defined funded benefit gratuity fund for all employees, with a vesting period of 5 years. Eligible
employees are entitled to half of one month’s basic salary for each completed year of service, with partially completed years
rounded off to the nearest year. Payments are made to employees upon retirement, resignation or death. Actuarial valuations
are conducted annually by an independent actuary, using the Projected Unit Credit Method.

This scheme covers 253 employees (2021: 211).
Provident Fund (defined contribution scheme)

HBL AMC also operates a funded defined contribution provident fund scheme for its eligible employees. Monthly contributions
are made by HBL AMC and by its employees at 8.33% of basic salary in accordance with the rules of the Fund.

This scheme covers 175 employees (2021: 171).

HBL Microfinance Bank Limited (HBL MfB)
Gratuity Fund (defined benefit scheme)

HBL MfB operates an approved funded defined benefit gratuity fund for all employees, with a vesting period of 5 years. Eligible
employees are entitled to one month’s basic salary for each completed year of service, with partially completed years paid on a
pro-rata basis. Payments are made to employees upon retirement, resignation or death. Actuarial valuations are conducted
annually by an independent actuary, using the Projected Unit Credit Method.

This scheme covers 3,639 employees (2021: 3,703).
Provident Fund (defined contribution scheme)

HBL MfB also operates a funded defined contribution provident fund scheme for its eligible employees. Monthly contributions
are made by HBL MfB and by its employees at 10% of basic salary in accordance with the rules of the Fund.

This scheme covers 3,428 employees (2021: 3,358).

HBL Currency Exchange (Private) Limited (HCEL)
Gratuity Scheme (defined contribution scheme)

HCEL operates an approved unfunded defined benefit gratuity scheme for all employees, with a vesting period of 5 years.
Eligible employees are entitled to half of one month's basic salary for each completed year of service with partially completed
years paid on a pro-rata basis. Payments are made to employees upon retirement, resignation or death.

This scheme covers 130 employees (2021: 125).
Provident Fund (defined contribution scheme)

HCEL also operates a funded defined contribution provident fund scheme for its eligible employees. Monthly contributions are
made by HCEL and by its employees at 6% of basic salary, in accordance with the rules of the Fund.

This scheme covers 112 employees (2021: 111).
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38.1.5 Other schemes

Employee benefit schemes offered by the Bank’s overseas branches are governed by the laws of the respective countries in
which the branches operate.

39 COMPENSATION OF DIRECTORS AND KEY MANAGEMENT PERSONNEL

39.1 Total Compensation Expense

2022
Directors K Other Material
ltems Executive Non- Mfambers President/ Manag?:nent Rtistle(rTaakteerrslla
Chairman  (otherthan . . Shariah Board CEO Personnel Controllers
CEO)
(Rupees in '000)
Fees and Allowances etc. 10,200 - 84,600 34,079 - - -
Managerial Remuneration
i) Fixed - - - - 151,107 929,889 1,422,639
i) Total Variable
- Bonus paid in cash - - - - 98,000 522,293 369,572
- Bonus paid in shares - - - - 23,819 104,063 60,237
- Guaranteed Bonus - - - - - - 6,759
Charge for defined benefit plan - - - - - 4,325 5,638
Contribution to defined contribution plan - - - - - 48,810 86,008
Rent & house maintenance - - - - 17,023 261,846 395,351
Utilities - - - - 1,987 54,004 83,778
Medical - - - - 8,400 67,470 78,856
Conveyance - - - - 6,903 97,704 314,788
Sub-total 10,200 - 84,600 34,079 307,239 2,090,404 2,823,626
Sign-on bonus - - - - - 14,000 4,950
Grand Total 10,200 - 84,600 34,079 307,239 2,104,404 2,828,576
Total Number of Persons 1 - 5 3 1 32 154
Sign-on bonus - Number of Persons - - - - - 2
Guaranteed bonus - Number of Persons - - - - - - 3
2021
Directors .
Items Executive Non- Mfambers President / ManaI:jZnen t c:i:ir.rh:izrsllal
Chairman  (otherthan . . Shariah Board CEO Personnel Controllers
CEOQ)
(Rupees in '000)
Fees and Allowances etc. 12,000 - 74,400 27,982 - - -
Managerial Remuneration
i) Fixed - - - - 142,877 852,378 966,516
i) Total Variable
- Bonus paid in cash - - - - 84,000 412,469 274,272
- Bonus paid in shares - - - - 10,916 54,397 22,716
- Guaranteed Bonus - - - - - - 4,264
Charge for defined benefit plan - - - - - 2,989 1,055
Contribution to defined contribution plan - - - - - 41,624 61,272
Rent & house maintenance - - - - 16,625 237,798 307,365
Utilities - - - - 1,425 47,294 64,918
Medical - - - - 6,291 51,956 61,729
Conveyance - - - - 3,529 88,149 236,562
Sub-total 12,000 - 74,400 27,982 265,663 1,789,054 2,000,669
Sign-on bonus - - - - - - 12,000
Grand Total 12,000 - 74,400 27,982 265,663 1,789,054 2,012,669
Total Number of Persons 1 - 7 3 1 32 131
Sign-on bonus - Number of Persons - - - - - -
Guaranteed bonus - Number of Persons - - - - - - 2
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39.1.1

39.1.2

39.2

The total movement of deferred bonus during the year December 31, 2022 for the President / Chief Executive Officer (CEO), Key Management Personnel and Other Material Risk Takers (MRTs) /
Material Risk Controllers (MRCs) is as follows:

2022 2021
(Rupees in "000)
Opening balance 479,598 256,626
Add: deferred during the year 428,449 316,229
Less: paid / vested during the year (177,296) (82,496)
Less: reversed during the year (16,144) (10,761)
Closing balance 714,607 479,598

The CEO and certain Executives are provided with free club memberships. The CEO and the Chief Operating Officer (COO) are also provided with free use of Bank maintained cars in accordance with
their entitlements.

Remuneration paid to Directors for participation in Board and Committee Meetings

2022
Meeting Fees and Allowances Paid
For Board Committees
Board Board Board
Sr. . Board Board Risk Boa.rd Board Human Develop- [Nomination &  Oversight
Name of Director For Board . Compliance | Resource & Board IT i
No. . Audit Management . B ment Remunera- | Committee - | Total Amount
Meetings . § and Conduct [ Remuneration | Committee X . . i
Committee [ Committee . . Finance tion International Paid
Committee | Committee (BITC) . .
(BAC) (BRMC) (BCNC) (BHRRC) Committee | Committee | Governance
(BDFC) (BNRC) (BOC IG)
(Rupees in "000)

1 |Mr. Sultan Ali Allana 5,400 - - - 3,600 - - - 1,200 10,200
2 [Mr. Moez Ahamed Jamal 5,400 4,800 - 4,800 - 2,400 - 2,400 - 19,800
3 [Mr. Salim Raza 5,400 - 3,600 - - 2,400 2,400 2,400 - 16,200
4 |Dr. Najeeb Samie 5,400 4,800 - - 3,600 - - 2,400 1,200 17,400
5 |Mr. Khaleel Ahmed 5,400 4,800 - 4,800 3,600 - 2,400 - - 21,000
6 |Ms. Saba Kamal 5,400 - - - - 2,400 2,400 - - 10,200

7 |Mr. Shaffiq Dharamshi* - - - - - - - - - -
Total Amount Paid 32,400 14,400 3,600 9,600 10,800 7,200 7,200 7,200 2,400 94,800

* Mr. Shaffiq Dharamshi is an employee of AKFED (the sponsor Shareholder) and is not paid meeting fees or any other allowances by HBL

In addition to the above, where applicable as per the Bank's policy, Rs 3.375 million was also paid to the Directors on account of daily allowance for attending Board and Committee meetings during
the year.

Note: The Board of Directors in its 243rd Meeting held on September 22, 2022, had dissolved the Board Oversight Committee for International Governance (BOC-IG), and formed a Board Strategy
Input & Monitoring Committee (BSIMC) to assist the Board providing oversight with respect to the development, monitoring and implementation of the Bank's strategy. No meeting of the BSIMC was
held in 2022.

2021
Meeting Fees and Allowances Paid
For Board Committees
Board Board Board
Sr. . Board Board Risk Boa.rd Board Human Develop- [Nomination &  Oversight
Name of Director For Board . Compliance | Resource & Board IT .
No. . Audit Management . . ment Remunera- | Committee - | Total Amount
Meetings . N and Conduct | Remuneration [ Committee X . . .
Committee [ Committee . . Finance tion International Paid
Committee | Committee (BITC) . .
(BAC) (BRMC) (BONC) (BHRRC) Committee | Committee | Governance
(BDFC) (BNRC) (BOC IG)
(Rupees in '000)

1 [Mr. Sultan Ali Allana 5,400 - - - 3,000 - 1,200 - 2,400 12,000
2 |Mr. Khaleel Ahmed** 3,000 3,000 - 3,000 1,800 - 600 - - 11,400
3 |Mr. Salim Chinoy* 600 600 - 600 - - - - - 1,800

4 |Mr. Shaffiq Dharamshi*** R R R R R R - R R R
5 |Mr. Moez Ahamed Jamal 5,400 4,800 - 4,800 - 1,800 - 1,800 - 18,600
6 |Ms. Saba Kamal** 3,000 - - - - 1,800 1,800 - - 6,600
7 |Ms. Diane Elizabeth Moore* 600 - - 600 - 600 - - - 1,800
8 |Mr. Salim Raza 5,400 1,200 3,600 - 600 2,400 1,800 1,800 - 16,800
9 |Dr. Najeeb Samie 5,400 4,800 - - 3,000 - - 1,800 2,400 17,400
Total Amount Paid 28,800 14,400 3,600 9,000 8,400 6,600 5,400 5,400 4,800 86,400

In addition to the above, as per the Bank's policy, Rs 0.925 million was also paid to the Directors on account of daily allowance for attending Board and Committee meetings during the year.

*Ms. Diane Elizabeth Moore and Mr. Salim Chinoy retired from the Board on March 26, 2021 at the conclusion of their terms.

** Ms. Saba Kamal and Mr. Khaleel Ahmed assumed charge as Directors on April 29, 2021
*** Mr. Shaffiq Dharamshi is an employee of AKFED (the sponsor Shareholder) and is not paid meeting fees or any other allowances.
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40.1
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2022 2021
Resident  Non-Resident Resident Non-
Chairman Total Chairman Resident Total

Member Member Member

Items Member
(Rupees in '000)

Fixed Remuneration 11,400 10,440 10,800 32,640 9,600 9,062 9,000 27,662
Allowances 613 680 146 1,439 119 115 86 320
Total Amount 12,013 11,120 10,946 34,079 9,719 9,177 9,086 27,982
Total Number of Persons 1 1 1 3 1 1 1 3

FAIR VALUE MEASUREMENTS

The fair values of traded investments are based on quoted market prices.

The fair values of unquoted equity investments are estimated using the break-up value of the investee company.

The fair value of unquoted debt securities, fixed term advances, fixed term deposits and borrowings, other assets and other
liabilities, cannot be calculated with sufficient reliability due to the absence of a current and active market for such 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 they are either short-term in nature or, in the case of customer advances, deposits and
certain long term borrowings, are frequently repriced.

All assets and liabilities for which fair value is measured or disclosed in these consolidated financial statements are
categorised within the following fair value hierarchy based on the lowest level input that is significant to the fair value

measurement:

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 liabilities either directly (i.e. as prices) or indirectly (i.e. derived from prices).

Level 3 - Fair value measurements using inputs that are not based on observable market data.

Valuation techniques used in determination of fair values within Level 2 and Level 3

Federal Government
securities

The fair values of Federal Government securities are determined on the basis of rates / prices
taken from Reuters.

Non-Government debt
securities

Non-Government debt securities denominated in Rupees are valued on the basis of rates
announced by the Mutual Funds Association of Pakistan (MUFAP). Investments in non-
Government debt securities denominated in other currencies are valued on the basis of rates
taken from Bloomberg / Reuters.

Foreign Government
debt securities

The fair values of foreign Government debt securities are determined on the basis of rates taken
from Bloomberg/ Reuters.

Units of mutual funds

The fair values of units of mutual funds are determined based on their net asset values as
published at the close of each business day.

Derivatives

The Group enters into derivatives contracts with various counterparties. Derivatives that are valued
using valuation techniques based on market observable inputs are mainly interest rate swaps and
cross currency swaps. The most frequently applied valuation techniques include forward pricing
and swap models using present value calculations.

Forward foreign
exchange contracts and
Forward Government
securities transactions

The fair values of forward foreign exchange contracts and forward Government securities
transactions are determined using forward pricing 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.

Fair value of financial assets

The following table provides the fair values of those of the Group’s financial assets that are recognised or disclosed at fair
value in these consolidated financial statements:
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As at December 31, 2022

Carrying value Level 1 Level 2 Level 3 Total

(Rupees in '000)

On balance sheet financial instruments

Financial assets - measured at fair value

Investments
- Federal Government securities 1,318,416,185 - 1,318,416,185 - 1,318,416,185
- Shares - listed companies 3,988,281 3,988,281 - - 3,988,281
- Non-Government debt securities
- Listed 49,084,350 || 40,000,000 9,084,350 - 49,084,350
- Unlisted 616,321 - 616,321 - 616,321
- Foreign securities
Government debt securities 127,850,272 - 127,850,272 - 127,850,272
Non-Government debt securities
- Listed 8,107,344 - 8,107,344 - 8,107,344
- Unlisted 5,461,947 - 5,461,947 - 5,461,947
- National Investment Unit Trust units 38,170 - 38,170 - 38,170
- Real Estate Investment Trust units- listed 68,200 68,200 - - 68,200
- Preference Shares -Listed 872,200 872,200 - - 872,200
1,514,503,270 44,928,681 1,469,574,589 - 1,514,503,270
Financial assets - disclosed but not measured at fair value
Investments
- Federal Government securities 346,125,167 - 315,021,272 - 315,021,272
- Non-Government debt securities
- Listed 1,733,442 - 1,739,778 - 1,739,778
- Unlisted 18,301,991 - 18,301,991 - 18,301,991
- Foreign securities
Government debt securities 14,365,073 - 14,109,487 - 14,109,487
Non-Government debt securities
- Listed 145,714 - 145,714 - 145,714
- Unlisted 308,100 - 308,100 - 308,100
380,979,487 - 349,626,342 - 349,626,342
1,895,482,757 44,928,681 1,819,200,931 - 1,864,129,612
As at December 31, 2022
Off-balance sheet financial instruments - measured at fair value Notional value Level 1 Level 2 Level 3 Total
(Rupees in '000)
Commitments
- Forward foreign exchange contracts 434,583,053 - 1,149,564 - 1,149,564
- Forward Government securities transactions 132,295,940 - !38,938! - 138,938!
- Derivative instruments 57,305,018 - (6,881,892) - (6,881,892)
As at December 31, 2021
On balance sheet financial instruments Carrying value Level 1 Level 2 Level 3 Total
(Rupees in '000)
Financial assets - measured at fair value
Investments
- Federal Government securities 1,420,281,097 - 1,420,281,097 - 1,420,281,097
- Shares - listed companies 6,944,521 6,944,521 - - 6,944,521
- Non-Government debt securities
- Listed 52,060,015 || 40,600,000 11,460,015 - 52,060,015
- Unlisted 624,000 - 624,000 - 624,000
- Foreign securities Government debt securities 75,674,089 - 75,674,089 - 75,674,089
- Non-Government debt securities- listed 12,577,528 - 12,577,528 - 12,577,528
- National Investment Unit Trust units 46,448 - 46,448 - 46,448
- Real Estate Investment Trust units 60,800 60,800 - - 60,800
- Preference Shares - Listed 780,500 780,500 - - 780,500
1,569,048,998 48,385,821 1,520,663,177 - 1,569,048,998
Financial assets - disclosed but not measured at fair value
Investments
- Federal Government securities 296,876,834 - 281,751,196 - 281,751,196
- Non-Government debt securities
- Listed 2,365,422 - 2,376,486 - 2,376,486
- Unlisted 22,851,835 - 22,930,932 - 22,930,932
- Foreign securities
Government debt securities 14,672,889 - 14,823,285 - 14,823,285
Non-Government debt securities
- Listed 260,893 - 316,157 - 316,157
- Unlisted 614,541 - 612,981 - 612,981
337,642,414 - 322,811,037 - 322,811,037
1,906,691,412 48,385,821 1,843,474,214 - 1,891,860,035
As at December 31, 2021
) o . Notional value Level 1 Level 2 Level 3 Total
Off-balance sheet financial instruments - measured at fair value
(Rupees in '000)
Commitments
- Forward foreign exchange contracts 601,681,574 - 1,362,742 - 1,362,742
- Forward Government securities transactions 93,562,463 - 200,063 - 200,063
- Derivative instruments 42,049,128 - (2,373,349) - (2,373,349)
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Fair value of non-financial assets

- Land and building

- Non-banking assets acquired in satisfaction of claims

- Land and building

- Non-banking assets acquired in satisfaction of claims

SEGMENT INFORMATION

Segment details with respect to business activities

Profit and loss account

Net mark-up / return / profit / interest income
Inter segment revenue / (expense) - net
Non mark-up / interest income

Total Income

Segment direct expenses
Inter segment expense allocation
Total expenses

Provisions - charge / (reversal)

Profit/ (loss) before tax

Statement of financial position

Cash and bank balances
Lendings to financial institutions
Inter segment lending
Investments

Advances - performing
Advances - non-performing
Others

Total assets

Borrowings

Subordinated debt

Deposits and other accounts
Inter segment borrowing
Others

Total liabilities

Equity

Total equity and liabilities

Contingencies and commitments
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As at December 31, 2022

Carrying

Level 1 Level 2 Level 3 Total
value
(RUPEES iN '000) =mmsmrmvmmsmemmamememmmememnamememnmeens
58,446,722 - - 58,446,722 58,446,722
407,234 - - 407,234 407,234
58,853,956 - - 58,853,956 58,853,956
As at December 31, 2021
Carrying Level 1 Level 2 Level 3 Total
value
(Rupees in "000) ==--=-s=msrmsememsmmememmemmsamemneanenen
53,190,296 - - 53,190,296 53,190,296
680,986 - - 680,986 680,986
53,871,282 - - 53,871,282 53,871,282
For the year ended December 31, 2022
Consumer, :::::;:?;I International
Branch SME & . and Asset . Head office /
. . Islamic and Treasury Microfinance Total
Banking  Agriculture correspon-  management others
. Investment .
lending . dent banking
Banking
(Rupees in million)
(123,407) 38,987 18,351 62,295 152,735 9,518 (74) 10,248 (3,090) 165,563
201,010 (22,101) - (34,259)|| (149,605) 3,591 - - 1,364 -
3,604 12,418 1,508 4,739 14,482 8,047 756 1,928 (750) 46,732
81,207 29,304 19,859 32,775 17,612 21,156 682 12,176 (2,476) 212,295
27,046 || 14,627 || 5,984 | 3,624 || 1,190 || 19,733 || 451 || 8,017 || 46,111 || 126,783
19,790 7,713 1,205 10,539 1,446 1,459 - - (42,152) -
46,836 22,340 7,189 14,163 2,636 21,192 451 8,017 3,959 126,783
- 1,705 1,434 (1,480) 263 3,113 - 2,393 1,053 8,481
34,371 5,259 11,236 20,092 14,713 (3,149) 231 1,766 (7,488) 77,031
As At December 31, 2022
Consumer, é::r;'::::;l International
Branch SME & . and Asset — Head office /
. . Islamic and Treasury Microfinance Total
Banking  Agriculture correspon-  management others
. Investment .
lending . dent banking
Banking
(Rupees in million)
72,736 - 17,948 1,678 99,301 131,089 2 13,723 1,051 337,528
- - - - 254,593 - - - - 254,593
1,950,230 - 257 - - 3,586 - - 201,897 || 2,155,970
- - 183,655 9,460 || 1,496,496 178,785 409 31,396 48,600 (| 1,948,801
- 231,909 221,885 875,294 - 325,465 - 84,150 31,158 || 1,769,861
- 1,993 2,089 3,433 - 3,895 - 1,226 - 12,636
4,725 7,948 16,341 70,783 59,889 24,437 3,245 11,871 116,147 315,386
2,027,691 241,850 442,175 960,648 1,910,279 667,257 3,656 142,366 398,853 6,794,775
- 5,841 74,694 132,506 245413 118,745 - 6,572 - 583,771
. - - - - - - - 18,874 18,874
1,999,352 691 319,884 508,589 - 466,414 - 116,063 58,349 || 3,469,342
- 218,253 - 264,154 1,648,566 24,997 - - - 2,155,970
28,339 17,065 15,714 55,399 34,606 15,467 753 6,506 107,948 281,797
2,027,691 241,850 410,292 960,648 1,928,585 625,623 753 129,141 185171 6,509,754
- - 31,883 - (18,306) 41,634 2,903 13,225 213,682 285,021
2,027,691 241,850 442,175 960,648 1,910,279 667,257 3,656 142,366 398,853 6,794,775
73,024 - 34,569 404,198 449,835 228,876 - - 38,116 1,228,618
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For the year ended December 31, 2021

Corporate, .
Consumer, Commercial International
Branch SME & . and Asset A Head office /
. . Islamic and Treasury Microfinance Total
Banking  Agriculture correspon-  management others
. Investment .
lending . dent banking
Banking
Profit and loss account (Rupees in million)
Net mark-up / return / profit / interest income (59,926) 28,226 11,748 32,171 107,291 5,039 (139) 8,818 (1,809) 131,419
Inter segment revenue / (expense) - net 102,773 (13,743) - (15,728)|| (85,928) 4,009 - - 8,617 -
Non mark-up / interest income 4,151 10,483 653 4,021 6,734 4,856 581 1,344 3,488 36,311
Total Income 46,998 24,966 12,401 20,464 28,097 13,904 442 10,162 10,296 167,730
Segment direct expenses | 22,000 || 9,866 || 3,382 || 2,548 || 1,228 || 15,585 || 485 ” 6,183 ” 36,338 || 97,615
Inter segment expense allocation 13,793 5,900 939 9,141 984 1,256 - - (32,013) -
Total expenses 35,793 15,766 4,321 11,689 2,212 16,841 485 6,183 4,325 97,615
Provisions - charge / (reversal) 296 1,797 (22) 1,441 (1,021) 2,625 - 1,804 1,167 8,087
Profit/ (loss) before tax 10,909 7,403 8,102 7,334 26,906 (5,562) (43) 2,175 4,804 62,028
As At December 31, 2021
Consumer, (?o or;l:r?;::iee;l International
Branch SME & . and Asset — Head office /
. . Islamic and Treasury Microfinance Total
Banking  Agriculture correspon-  management others
. Investment .
lending . dent banking
Banking
Statement of financial position (Rupees in million)
Cash and bank balances 181,994 - 29,178 364 151,013 117,638 1 24,910 582 505,690
Lendings to financial institutions - - 28,672 - 65,070 - - - - 93,742
Inter segment lending 1,594,867 - - - - 266,460 - - 142,415 (| 2,003,742
Investments - - 191,865 8,822 11,566,568 128,519 50 14,231 38,901 || 1,948,956
Advances - performing - 199,979 166,056 744,323 - 308,901 - 55,629 24,116 || 1,499,004
Advances - non-performing - 1,503 3 2,403 - 2,891 - 1,243 - 8,043
Others 18,762 2,838 17,593 41,047 44,735 18,388 2,895 13,876 101,899 262,033
Total assets 1,795,623 204,320 433,367 796,959 1,827,386 842,797 2,956 109,889 307,913 6,321,210
Borrowings - 2,830 31,568 119,175 140,787 137,816 1,200 2,882 - 436,258
Subordinated debt - - - - - - - - 12,374 12,374
Deposits and other accounts 1,777,354 374 || 346,895 519,884 122 640,658 - 91,362 5349 || 3,381,998
Inter segment borrowing - 194,287 11,440 122,508 || 1,675,507 - - - - 2,003,742
Others 18,269 6,829 15,739 35,392 14,139 22,894 422 5,561 83,907 203,152
Total liabilities 1,795,623 204,320 405,642 796,959 1,830,555 801,368 1,622 99,805 101,630 6,037,524
Equity - - 27,725 - (3,169) 41,429 1,334 10,084 206,283 283,686
Total equity and liabilities 1,795,623 204,320 433,367 796,959 1,827,386 842,797 2,956 109,889 307,913 6,321,210
Contingencies and commitments 59,128 - 56,741 463,954 601,350 186,719 - - 38410 1,406,302
Segment details with respect to geographical locations
For the year ended December 31, 2022
Pakistan i dle East .
(including and Africa Asia Europe Total
KEPZ)
Profit and loss account ~ eeeeeee— (Rupees in Million) =---sssssmssemmsmsmsmmsesesanas
Net mark-up / return / profit / interest income 151,377 6,309 4,233 3,644 |1 165,563
Non mark-up / interest income 39,919 1,674 2,768 2,371 46,732
Total Income 191,296 7,983 7,001 6,015 212,295
Segment direct expenses 107,710 7,578 5,087 6,408 126,783
Provisions - charge / (reversal) 5,407 2,409 1,017 (351) 8,482
Profit / (loss) before tax 78,179 (2,004) 897 (42) 77,030
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Statement of financial position

Cash and bank balances
Lendings to financial institutions
Investments

Advances - performing
Advances - non-performing
Others

Total assets

Borrowings

Subordinated debt

Deposits and other accounts
Others

Total liabilities

Equity
Total equity and liabilities

Contingencies and commitments

Profit and loss account

Net mark-up / return / profit / interest income
Non mark-up / interest income
Total Income

Segment direct expenses
Provisions

Profit / (loss) before tax

Statement of financial position

Cash and bank balances
Lendings to financial institutions
Investments

Advances - performing
Advances - non-performing
Others

Total assets

Borrowings

Subordinated debt

Deposits and other accounts
Others

Total liabilities

Equity
Total equity and liabilities

Contingencies and commitments
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As at December 31, 2022

Pakistan Middle East .
(including and Africa Asia Europe Total
KEPZ)
(Rupees in million)
207,114 62,005 26,705 41,704 337,528
254,593 - - - 254,593
1,784,643 77,323 57,780 29,055 1,948,801
1,495,344 126,831 65,112 82,574 1,769,861
8,742 2,032 567 1,295 12,636
291,836 7,952 8,587 7,011 315,386
4,042,272 276,143 158,751 161,639 4,638,805
465,026 105,595 5,299 7,851 583,771
18,874 - - - 18,874
3,041,791 199,291 101,824 126,436 3,469,342
305,803 (48,629) 13,554 11,069 281,797
3,831,494 256,257 120,677 145,356 4,353,784
210,778 19,886 38,074 16,283 285,021
4,042,272 276,143 158,751 161,639 4,638,805
1,000,757 126,159 50,960 50,742 1,228,618
For the year ended December 31, 2021
Pakistan Middle East .
(including and Africa Asia Europe Total
KEPZ)
(Rupees in million)
122,491 4,028 2,675 2,225 131,419
32,422 1,181 1,023 1,685 36,311
154,913 5,209 3,698 3,910 167,730
82,478 6,035 3,882 5,220 97,615
5,473 2,136 471 7 8,087
66,962 (2,962) (655) (1,317) 62,028
As at December 31, 2021
Pakistan Middle East .
(including and Africa Asia Europe Total
KEPZ)
---------------------------- (Rupees in million)
388,578 53,525 19,355 44,232 505,690
93,742 - - - 93,742
1,825,451 57,079 42,458 23,968 1,948,956
1,228,925 139,482 56,687 73,910 1,499,004
5,152 879 273 1,739 8,043
245,805 3,786 8,292 4,150 262,033
3,787,653 254,751 127,065 147,999 4,317,468
298,442 107,173 21,555 9,088 436,258
12,374 - - - 12,374
3,051,069 159,295 55,593 116,041 3,381,998
217,165 (37,503) 18,846 4,644 203,152
3,579,050 228,965 95,994 129,773 4,033,782
208,603 25,786 31,071 18,226 283,686
3,787,653 254,751 127,065 147,999 4,317,468
1,221,341 74,199 33,697 77,065 1,406,302
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TRUST ACTIVITIES

The Group undertakes Trustee and other fiduciary activities that result in the holding or placing of assets on behalf of
individuals and other organisations. These are not assets of the Bank and, therefore, are not included as such in the
consolidated financial statements. Assets held under trust are shown in the table below:

As at December 31, 2022

Securities Held (Face Value)
No. of :
Category Ps TI:'neaar:jlt'y Inljlaeksltsnt;nnt Government Par‘:(ai:fan Total
Accounts Bills Bonds ljarah Sukuks 1| cortificates
(Rupees in '000)

Asset Management companies 1 - - 21,000 - 21,000
Charitable institutions 2 128,545 - - - 128,545
Companies 91 (| 101,822,645 96,018,500 - - 197,841,145
Employee funds 65 29,770,140 63,581,235 797,500 - 94,148,875
Individuals 4,781 13,188,413 2,923,193 95,861 36,159,009 52,366,476
Insurance companies 4 || 152,292,140 || 406,140,300 15,147,050 - 573,579,490
Others 10 9,110,495 631,500 - - 9,741,995
4,954 306,312,378 569,294,728 16,061,411 36,159,009 927,827,526

As at December 31, 2021

Securities Held (Face Value)

No. of Market Pakistan Naya
Category IPS Government . Total
Accounts Trea_lsury Investment ljarah Sukuks Pal_(l_stan
Bills Bonds Certificates
(Rupees in '000)
Asset Management companies - - - - - -

Charitable institutions 2 67,535 170,000 - - 237,535
Companies 78 62,335,205 25,473,600 44,100 - 87,852,905
Employee funds 65 14,788,950 27,368,480 - - 42,157,430
Individuals 3,694 6,624,450 2,650,238 4,900 31,519,388 40,798,976
Insurance companies 4 36,331,625 || 404,400,900 9,035,100 - 449,767,625
Others 16 4,220,625 1,523,100 - - 5,743,725
3,859 124,368,390 461,586,318 9,084,100 31,519,388 626,558,196

RELATED PARTY TRANSACTIONS

The Group has related party relationships with various parties including its Directors, Key Management Personnel, Group
entities, associated companies, joint venture and employee benefit schemes of the Group.

Transactions with related parties, other than those under the terms of employment, are executed on an arm's length basis i.e.
do not involve more than normal risk and are substantially on the same terms, including mark-up rates and collateral, as those
prevailing at the time for comparable transactions with unrelated parties.
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Contributions to and accruals in respect of staff retirement and other benefit schemes are made in accordance with the actuarial valuations / terms

of the schemes.

Details of transactions and balances with related parties as at the year end are as follows:

Statement of financial position

Balances with other banks
In current accounts

Investments

Opening balance

Investment made during the year

Investment redeemed / disposed off during the year
Share of profit - net of tax

Equity method adjustments

Dividend received during the year

Provision for diminution in the value of investments
Transfer in - net

Revaluation of investments during the year
Revaluation of fixed assets during the year
Closing balance

Provision for diminution in the value of investments

Advances

Opening balance
Addition during the year
Repaid during the year
Transfer in - net
Exchange adjustment
Closing balance

Other assets

Interest / mark-up accrued
Advance to suppliers
Other receivables

Borrowings

Opening balance
Borrowings during the year
Settled during the year
Exchange adjustment
Closing balance

Deposits and other accounts
Opening balance

Received during the year
Withdrawn during the year
Transfer out - net

Exchange adjustment

Closing balance

Other liabilities

Interest / mark-up payable
Payable to defined benefit plan
Other payables

Contingencies and commitments

Letters of credit

Guarantees

Forward purchase of Government securities
Forward purchase of foreign exchange contracts
Interest rate swaps

Others
Securities held as custodian
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As at December 31, 2022

Key

Directors Management Grc.“.]p Associates Joint Other rfelated
Entities venture parties
Personnel
(Rupees in '000)
- - 1,592 - 122 -
- - - 28,790,446 6,297,914 7,713,055
- - - 1,953,309 - 2,000,000
- - - (3,921,300) - -
- - - 2,175,235 853,218 -
- - - 4,263,051 1,009,089 -
- - - (714,419) - -
- - - - - (28,709)
- - - - - 29,287
- - - (893,206) (11,169) -
- - - 229,729 - -
- - - 31,882,845 8,149,052 9,713,633
- - - - - 28,709
527 837,259 4,001,392 3,348,613 - 11,166,809
30,557 445,438 23,281,985 - - 13,996,551
(29,672) (400,569) (23,534,128) (2,964,170) - (13,433,197)
- 30,988 - - - -
- 96,343 798,460 240,557 - 8,576
1,412 1,009,459 4,547,709 625,000 - 11,738,739
- 29,028 44,798 19,286 - 268,993
- - 21,382 - - -
- 2,475 - 161,005 - 1,962
- 31,503 66,180 180,291 - 270,955
- - 3,177,871 3,969,060 - 1,264,962
- - 7,519,611 22,569,599 11,050,690 500,000
- - (6,953,154) (16,014,977)  (8,594,981) (175,536)
- - 237,952 2,427,212 261,462 -
- - 3,982,280 12,950,894 2,717,171 1,589,426
155,051 546,158 19,836,563 50,630,080 - 3,504,348
1,063,923 4,131,411 423,245,046 1,018,289,986 13,607 73,419,048
(1,061,773) (4,197,717)  (417,146,676) (1,050,062,333) (15,287) (74,910,152)
- (30,270) - - - -
7,664 74,055 279,031 12,892 5,884 112,919
164,865 523,637 26,213,964 18,870,625 4,204 2,126,163
434 1,340 246,677 46,016 28,530 5,943
- - - - - 607,424
- - 34,384 136,748 - 649,286
434 1,340 281,061 182,764 28,530 1,262,653
- - 693,802 - - 440,141
- - 159,480 - - 3,535,727
- - - - - 2,452,570
- - - 1,500 - -
- - - 625,000 - -
- - 853,282 626,500 - 6,428,438
2,500 94,830 24,812,555 134,281,000 - 18,455,830
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For the year ended December 31, 2022

. Key Group . Joint Other related
Directors Management " Associates .
Entities venture parties
Personnel
(Rupees in '000)
Profit and loss account
Income
Mark-up / return / profit / interest earned 84 52,801 260,043 116,178 - 1,800,305
Fee and commission income 1,174 8,752 255,255 774,913 - 8,131
Share of profit - - - 2,175,235 853,218 -
Dividend income - - - - - 795,007
Unrealised loss on derivatives - - - (58,909) - -
Loss on disposal - (313) - - - -
Expenses
Mark-up / return / profit / interest expensed 22,909 23,831 1,643,575 3,695,021 33,170 376,498
Operating expenses
Total compensation expense - 2,411,643 - - - 2,312,163
Non-Executive Directors' fees 94,800 - - - - -
Insurance premium expense - - - 2,607,916 - -
Product feature cost - - 156,473 - - -
Travelling - - 22,875 - - -
Subscription - - - - - 10,555
Donation - - - - - 515,961
Brokerage and commission - - - - - 233,146
Other expenses - - 44,243 60,066 - 115,282
Provision for diminution in the value of investments - - - - - 28,709
Others
Purchase of Government securities - 15,411 192,562,933 68,269,517 - 28,286,144
Sale of Government securities - 90,168 225,852,074 119,912,273 - 32,414,714
Purchase of foreign currencies - 7,015 2,786,947 116,676 - 209,933
Sale of foreign currencies 7,423 178,403 2,179,139 - - 9,215,185
Insurance claims settled - - - 280,092 - -
As at December 31, 2021
. Key Group . Joint Other related
Directors Management e Associates .
Entities venture parties
Personnel
(Rupees in '000)
Statement of financial position
Balances with other banks
In current accounts - - 374 - 104 -
Investments
Opening balance - - - 26,751,320 5,047,043 4,744,343
Investment made during the year - - - 1,355,788 - 2,969,103
Share of profit - net of tax - - - 1,700,017 885,578 -
Equity method adjustments - - - 1,501,604 501,861 -
Investment redeemed / disposed off during the year - - - (1,892,695) - -
Dividend received during the year - - - (463,512) (145,181) -
Revaluation of investment during the year - - - (162,076) 8,613 (391)
Closing balance - - - 28,790,446 6,297,914 7,713,055
Advances
Opening balance 249 696,088 4,504,529 1,125,000 - 7,782,917
Addition during the year 19,023 372,347 2,013,784 2,265,231 - 5,567,065
Repaid during the year (19,021) (264,932) (2,782,029) (292,998) - (2,365,348)
Transfer in - net 276 34,006 - - - 182,500
Exchange adjustment - (250) 265,108 251,380 - (325)
Closing balance 527 837,259 4,001,392 3,348,613 - 11,166,809
Other assets
Interest / mark-up accrued - 552 68,780 42,651 - 123,587
Receivable from defined benefit plan - - - - - 759,354
Capital Work in progress - - 10,214 - - -
Other receivables - - 29 154,005 - -
- 552 79,023 196,656 - 882,941
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Borrowings

Opening balance
Borrowings during the year
Settled during the year
Exchange adjustment
Closing balance

Deposits and other accounts
Opening balance

Received during the year
Withdrawn during the year
Transfer in / (out) - net
Exchange adjustment

Closing balance

Other liabilities

Interest / mark-up payable
Payable to defined benefit plan
Other payables

Contingencies and Commitments

Letters of credit

Guarantees

Forward purchase of Government securities
Commitments in respect of forward lending
Interest rate swaps

Others
Securities held as custodian

Profit and loss account

Income

Mark-up / return / profit / interest earned
Fee and commission income

Share of Profit

Dividend income

Unrealised loss on derivatives

Expense
Mark-up / return / profit / interest expensed
Operating expenses
Total compensation expense
Non-Executive Directors' fees
Insurance premium expense
Product feature cost
Travelling
Subscription
Donation
Brokerage and commission
Other expenses
Reversal of provision against advances

Others

Purchase of Government securities
Sale of Government securities
Purchase of foreign currencies
Sale of foreign currencies
Insurance claims settled

Balances and transactions with group entities include deposits of Rs 0.590 million (2021:

As at December 31, 2021

. Key Group . Joint Other related
Directors Management . Associates .
Entities venture parties
Personnel
(Rupees in '000)
- - 2,314,648 2,282,856 1,598,344 1,315,743
- - 4,216,030 7,564,980 6,516,419 400,000
- - (3,695,853) (6,027,688)  (8,145,524) (450,781)
- - 343,046 148,912 30,761 -
- - 3,177,871 3,969,060 - 1,264,962
122,063 496,147 12,981,422 36,318,748 - 1,833,343
646,231 3,514,801 485,687,364 1,001,631,636 - 88,512,854
(616,464) (3,417,522) (479,581,131) (987,320,818) - (87,008,311)
3,118 (36,996) - - - 114,741
103 (10,272) 748,908 514 - 51,721
155,051 546,158 19,836,563 50,630,080 - 3,504,348
- 724 135,791 41,504 10,476
- - - - - 437,648
- - 10,471 72,601 - 411,052
- 724 146,262 114,105 - 859,176
- - 910,308 - - 673,614
- - 167,204 - - 3,538,494
- - 630,652 - - 1,859,052
- - - - - 1,698,202
- - 564,808 875,000 - -
- - 2,272,972 875,000 - 7,769,362
- 12,920 5,326,720 77,701,130 - 9,860,745
For the year ended December 31, 2021
. Key Group . Joint Other related
Directors Management - Associates .
Entities venture parties
Personnel
(Rupees in '000)
13 21,270 193,987 127,195 - 804,186
932 5,564 180,591 897,191 392 21,706
- - - 1,700,017 885,578 -
- - - - - 155,337
- - (3,306) (43,326) - -
8,356 12,209 868,678 1,300,969 20,998 324,969
- 2,054,717 - - - 1,283,088
86,400 - - - - -
- - - 1,988,489 - -
- - 194,372 - - -
- - 14,837 - - -
- - - - - 79,283
- - 77,230 - - 405,576
- - - - - 212,274
- - 10,690 - - 48,218
- - 337,325,673 54,769,108 - 16,885,974
- 56,883 346,902,828 32,529,676 - 27,793,467
58 8,217 3,004,944 3,018 - 2,857,263
16,074 354,330 3,280,543 222,000 - 5,732,637
- - - 81,562 - -

Rs 2 thousand (2021: 1.814 thousand) as mark-up expense thereon.
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CAPITAL ADEQUACY, LEVERAGE RATIO & LIQUIDITY REQUIREMENTS

Minimum Capital Requirement (MCR):
Paid-up capital (net of losses)

Capital Adequacy Ratio (CAR):

Eligible Common Equity Tier 1 (CET 1) Capital
Eligible Additional Tier 1 (ADT 1) Capital

Total Eligible Tier 1 Capital

Eligible Tier 2 Capital

Total Eligible Capital (Tier 1 + Tier 2)

Risk Weighted Assets (RWAs):
Credit Risk

Market Risk

Operational Risk

Total

Common Equity Tier 1 Capital Adequacy Ratio
Tier 1 Capital Adequacy Ratio
Total Capital Adequacy Ratio

Bank specific buffer requirement (minimum CET1 requirement plus
capital conservation buffer plus any other buffer requirement)

of which: capital conservation buffer requirement
of which: countercyclical buffer requirement
of which: D-SIB buffer requirement
CET1 available to meet buffers (as a percentage of risk weighted assets)

Other information:

Minimum capital requirements prescribed by the SBP
CET1 ratio (%)

Tier 1 ratio (%)

Total capital ratio (%)

Leverage Ratio (LR)

Eligible Tier-1 Capital
Total Exposure
Leverage Ratio (%)

Minimum Requirement (%)

Liquidity Coverage Ratio (LCR)

Average High Quality Liquid Assets
Average Net Cash Outflow
Average Liquidity Coverage Ratio (%)

Minimum Requirement (%)

Net Stable Funding Ratio (NSFR)

Total Available Stable Funding
Total Required Stable Funding
Net Stable Funding Ratio (%)

Minimum Requirement (%)

2022

2021

(Rupees in '000)

14,668,525 14,668,525
203,251,762 192,465,081
19,093,425 12,606,759
222,345,187 205,071,840
56,977,624 55,846,089
279,322,811 260,917,929

1,511,840,742

1,328,791,152

105,217,738 116,679,788
266,263,405 224,085,265
1,883,321,885 1,669,556,205
10.79% 11.53%
11.81% 12.28%
14.83% 15.63%
9.00% 9.50%
1.50% 1.50%
1.50% 2.00%
4.79% 5.53%
2022 2021
9.00% 9.50%
10.50% 11.00%
13.00% 13.50%
2022 2021
(Rupees in '000)
222,345,187 205,071,840
5,292,442,000 4,687,343,787
4.20% 4.38%
3.00% 3.00%
2022 2021

Total Adjusted Value
(Rupees in '000)

1,609,446,790

1,477,650,149

632,560,916 638,366,023
254.43% 231.47%
100.00% 100.00%

2022 2021

Total Weighted Value
(Rupees in '000)

3,225,111,950
2,171,559,048
148.52%

3,046,911,457

1,964,571,726
155.09%

100.00%

100.00%
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Capital management

The Group’s policy is to maintain a strong capital base so as to maintain investor, depositor, creditor and market confidence and to sustain
future development of the business, while providing adequate returns to shareholders.

The Group’s lead regulator, the SBP, sets and monitors capital requirements for the Bank and the Group. The Bank's branches and
subsidiaries outside Pakistan are also required to follow capital requirements applicable in their respective jurisdictions.

The SBP, through BSD Circular No. 07 dated April 15, 2009 has required that Banks should maintain a minimum paid-up capital of Rs. 10
billion (net of accumulated losses). The paid-up capital of the Bank as at December 31, 2022 stood at Rs. 14.669 billion (2021: Rs. 14.669
billion) and is in compliance with SBP requirements.

The Group and its individually regulated operations are in compliance with all capital requirements.

The Group’s regulatory capital is classified as follows:
- Tier 1 capital comprises of Common Equity Tier 1 (CET 1) and Additional Tier 1 (AT 1) capital.

- CET1 capital includes fully paid-up capital, balance in share premium account, reserves (excluding exchange translation reserves),
unappropriated profit and non-controlling interest meeting the eligibility criteria.

- AT 1 capital includes perpetual TFCs meeting the prescribed SBP criteria.

- Tier 2 capital includes general provisions for loan losses, surplus / (deficit) on revaluation of fixed assets and investments, exchange
translation reserves.

Banking operations are categorised as either Trading Book or Banking Book, and risk-weighted assets are determined according to
specified requirements that seek to reflect the varying levels of risk attached to on and off-balance sheet exposures.

- On and off-balance sheet exposures in the banking book are segregated into various asset classes for the calculation of credit risk.
Ratings reflecting the credit worthiness of counterparties are applied using various External Credit Assessment Institutions (ECAIs)
and are aligned with appropriate risk buckets. Collateral, if any, is used as an outflow adjustment. Eligible collateral used includes
Government of Pakistan (GoP) guarantees, GoP issued securities, bank guarantees, lien on deposits and margin accounts. Risk
weights notified by the SBP are applied to net exposures to arrive at risk weighted assets.

- The Group calculates capital requirements for market risk in its trading book based on the methodology provided by the SBP, which
takes into account interest rate risk using the maturity method, equity position risk and foreign exchange risk.

The full disclosures on the Capital Adequacy Ratio, Leverage Ratio & Liquidity Requirements calculated as per SBP instructions issued
from time to time have been placed on the Bank's website. The link to the full disclosure is available at
https://www.hbl.com/capitalandliquidity.

RISK MANAGEMENT FRAMEWORK

HBL has a well-developed and robust risk management framework, appropriate for its size, regional and target market diversification and
the high complexity of its operations. The Bank’s risk management framework includes a clearly documented risk appetite, well-articulated
policies and procedures and a multi-tier management supervision, supported by strong Board oversight.

The Board of Directors provides the strategic direction for effective risk management and ensures that a robust risk management
framework is in place, covering all aspects of the Bank’s operations, including the required human resources, policies, procedures, and
systems, and is updated regularly to safeguard the Bank against emerging risks. It is supported in this task by the Board Risk Management
Committee (BRMC) as well as by various management committees.

For effective implementation of the risk management framework, the Risk Management function, headed by the Chief Risk Officer (CRO),
operates independently of the business units within the Bank. Risk Management is responsible for the development and implementation of
risk policies and for monitoring the risks associated with various activities of the Bank. The CRO reports to the President, with a functional
reporting line to the BRMC.

The Risk Management function comprises of the following areas:

- Credit Approvals

- Credit Administration

- Program Based Lending Risk

- Market Risk & Financial Risk Modeling
- Enterprise Risk Management

- Risk Corporate Governance
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45.1.1

Credit risk management

Credit risk is defined as the risk of financial loss stemming from a borrower's failure to repay a loan or otherwise meet a contractual
obligation. While loans are the largest and most obvious source of credit risk, it also stems from both on and off-balance sheet
activities. The credit process at the Bank is governed by well-defined and documented credit policies and procedures including
separate policies for consumer loans, agriculture banking and SME financing. Certain types of exposures/ facilities are managed
under product programs that contain their own detailed credit criteria, compliance and documentation requirements.

The Bank's credit risk appetite is defined through a Global Risk Appetite Statement that is approved by the Board. It also covers
the concentration risks the Bank is willing to take with reference to risk ratings, sectors and large exposures.

The core pillars of credit risk management at the Bank are:

- Approval rules based on a three-initial system and joint Business / Risk sign-offs.
- An independent Internal Audit function which includes a Business Risk Review (BRR) unit.

Credit approval authorities are delegated to individuals based on their qualifications and experience. Disbursement authorization,
collateral and security management, documentation and monitoring are managed by the Credit Administration Department.
Proactive monitoring is ensured for assets under stress. This enables the Bank to put in place viable solutions to prevent further
deterioration in credit quality. An independent Structured Credits and Remedial Assets function handles stressed assets and
ensures a focused remedial strategy.

Credit risk management software to automate loan origination has been implemented domestically for Corporate, Commercial and
Retail (non-program based) lending and is being rolled out to overseas locations. The software is designed to improve approval
efficiency; enable capture, storage and retrieval of approval data; and generate MIS for decision making.

Stress testing on the credit portfolio is performed in line with SBP guidelines. In addition to the mandatory stress tests defined by
the regulator, the Bank has also developed advanced stress tests for credit risk including macroeconomic stress tests and reverse
stress tests to test the adequacy of the Bank's capital under various stress conditions. The Bank also regularly conducts rapid
portfolio reviews in line with emerging risks.

The Bank has undertaken a number of initiatives including the establishment of a Financial Risk Modelling & Stress Testing unit to
strengthen its credit risk management framework including in-house development, back testing, validation of credit risk scorecards,
internal risk ratings (obligor risk rating and facility risk rating) and probability of default models for the portfolio. The performance of
the risk rating models over the years is continuously monitored.

BRR performs an independent review of the credit portfolio. It provides an independent assessment of portfolio quality by
reviewing the efficacy of the relevant processes, ensuring regulatory / policy compliance, and assessing the appropriateness of
classification and risk ratings.

Credit risk - general disclosures

The Bank follows the Standardized Approach for its credit risk exposures, which sets out fixed risk weights corresponding to
external credit ratings or type of exposure, whichever is applicable.

Under the Standardized Approach, the capital requirement is based on the credit rating assigned to counterparties by External
Credit Assessment Institutions (ECAIs) duly recognized by the SBP. The Bank selects different ECAls for each type of exposure.
The Bank utilizes credit ratings assigned by Pakistan Credit Rating Agency (PACRA), Vital Information Services (VIS), Fitch,
Moody’s and Standard & Poor's (S&P). The Bank also utilizes rating scores of Export Credit Agencies (ECASs).

Types of exposure and ECAIls used

FITCH Moody's S&P PACRA VIS ECA scores
Corporates v v v v v -
Banks v ' ' v v -
Sovereigns - v - - - v
Public sector enterprises v - - v v -

Mapping to SBP rating grades

For all exposures, the selected ratings are translated to the standard rating grades given by the SBP. The mapping tables used for
converting ECAI ratings to the SBP rating grades are given below:

HBL ANNUAL REPORT 2022 | 149



NOTESTOTHE CONSOLIDATED FINANCIALSTATEMENTS

FOR

45.1.2

45.1.3

4514

150

THEYEAR ENDED DECEMBER 31, 2022

Long-Term rating grades mapping

SBP Rating grade Fitch Moody’s S&P PACRA VIS ECA Scores
1 AAA Aaa AAA AAA AAA 0
AA+ Aa1 AA+ AA+ AA+ 1
AA Aa2 AA AA AA
AA- Aa3 AA- AA- AA-
2 A+ A1 A+ A+ A+ 2
A A2 A A A
A- A3 A- A- A-
3 BBB+ Baa1 BBB+ BBB+ BBB+ 3
BBB Baa2 BBB BBB BBB
BBB- Baa3 BBB- BBB- BBB-
4 BB+ Ba1 BB+ BB+ BB+ 4
BB Ba2 BB BB BB
BB- Ba3 BB- BB- BB-
5 B+ B1 B+ B+ B+ 5
B B2 B B B 6
B- B3 B- B- B-
6 CCC+ and Caal and CCC+ and CCC+ and CCC+ and 7
below below below below below

Short-Term rating grades mapping

SBP rating grade Fitch Moody’s S&P PACRA VIS
S1 F1 P-1 A-1+ A-1+ A-1+
S1 F1 P-1 A-1 A-1 A-1
S2 F2 P-2 A-2 A-2 A-2
S3 F3 P-3 A-3 A-3 A-3
S4 Others Others Others Others Others

Credit Risk Mitigation under the Standardized Approach

The Bank has adopted the Simple Approach for Credit Risk Mitigation in the Banking Book. Under this approach, cash, deposits
under lien, Government securities and eligible guarantees etc. are considered as eligible collateral. The Bank has detailed
guidelines regarding the valuation and management of each of these types of collateral. Where the Bank’s exposure on an obligor
is wholly or partially guaranteed by an eligible guarantee, the risk weight / credit rating of the guarantor is substituted for the risk
weight of the obligor.

No credit risk mitigation benefit is taken in the Trading Book.

For each asset class, the risk weights as specified by the SBP or corresponding to the SBP rating grades are applied to the net
exposure for the calculation of Risk Weighted Assets.

Country Risk

The Bank has in place a comprehensive Country Risk Policy. Limits are established for Cross Border Transfer Risk (CBTR) based
on the ratings assigned by international rating agencies. CBTR arises from exposure to counterparties in countries other than the
jurisdiction of the lender. Transfer risk arises where an otherwise solvent and willing debtor is unable to meet its obligations due to
the imposition of governmental or regulatory controls restricting its ability to meet its foreign liabilities. The limit utilization is
controlled at Head Office level and country risk exposures are reported to the BRMC at defined frequencies.

Lendings to financial institutions

Gross Non- Gross Non-
. performing Provision held . performing Provision held
lendings . lendings .
lendings lendings
2022 2021
Credit risk by public / private sector (Rupees in '000)
Public / Government 176,265,131 - - 24,615,867 - -
Private 78,328,156 - - 69,126,565 - -
254,593,287 - - 93,742,432 - -
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Investment in debt securities

Credit risk by industry sector

Textile

Automobile and transportation
equipment

Financial

QOil and gas

Power and energy

Telecommunication

Wholesale and retail trade

Metal and allied

Others

Credit risk by public / private sector

Public / Government
Private

Advances

Credit risk by industry sector

Chemical and pharmaceuticals

Agribusiness

Textile

Cement

Sugar

Shoes and leather garments

Automobile and transportation
equipment

Financial

Hotel and tourism

Insurance

Electronics and electrical appliances

Oil and gas

Power and energy
Education and medical
Telecommunication
Printing and publishing
Construction

Mining and quarrying
Food, tobacco and beverages
Wholesale and retail trade
Metal and allied
Individuals

Farming, cattle and dairy

Trust funds and non profit organisations

Others

Credit risk by public / private sector

Public / Government
Private

Gross Non- Gross Non-
. performing Provision held . performing Provision held
investments . investments .
investments investments
2022 2021
(Rupees in '000)
261,318 261,318 261,318 86,548 86,548 86,548
679,948 - - 883,872 - -
1,842,155,550 1,132,100 953,654 1,835,176,696 - -
161,426 - - 1,798,454 - -
57,143,804 - - 61,695,258 - -
151,914 151,914 151,914 160,833 160,833 160,833
1,065,339 1,065,339 1,065,339 929,609 929,609 929,609
675,000 - - 900,000 - -
980,000 - - 1,000,000 - -
1,903,274,299 2,610,671 2,432,225 1,902,631,270 1,176,990 1,176,990
1,875,486,292 1,132,100 953,654 1,876,329,222 - -
27,788,007 1,478,571 1,478,571 26,302,048 1,176,990 1,176,990
1,903,274,299 2,610,671 2,432,225 1,902,631,270 1,176,990 1,176,990
Gross Non- Provision held Gross Non- Provision held
advances performing advances performing
advances advances
2022 2021
(Rupees in '000)

60,357,354 2,815,684 2,809,796 44,855,008 2,528,011 2,516,898
192,386,285 3,349,804 1,816,848 135,377,910 2,202,050 1,093,954
223,104,999 13,509,135 13,359,927 175,511,061 15,520,215 15,406,200

37,904,091 1,967,010 1,083,273 28,401,108 588,694 588,694

13,489,105 1,230,342 1,230,342 8,903,630 1,230,342 1,295,262

6,927,199 1,075,523 1,061,566 4,647,283 949,725 943,425

35,997,366 4,304,713 4,148,166 25,497,800 3,598,823 3,475,364

133,353,142 2,636,969 2,636,969 155,550,220 2,063,225 2,063,225
7,268,950 741,813 622,677 8,118,431 809,736 712,089
1,810,043 - - 2,506,715 - -

12,206,287 1,806,788 1,806,788 10,099,650 2,595,651 2,595,651

88,838,490 7,044,242 7,044,242 88,003,142 5,652,384 5,655,182
208,489,782 2,670,231 697,041 194,625,126 13,336 13,336

9,462,860 190,157 183,652 7,556,135 202,663 196,303
41,499,857 972,759 972,759 28,315,442 1,082,730 1,082,730
7,879,661 350,887 350,887 7,909,569 356,435 349,484
72,931,970 525,052 332,581 52,722,836 371,301 253,573
7,610,041 116,398 59,258 5,952,217 155,578 78,848

97,198,656 4,322,670 3,172,574 82,533,881 4,725,601 3,361,128

89,267,374 15,242,757 13,217,286 83,339,173 13,053,725 11,672,596

29,735,539 3,881,615 2,389,675 32,092,124 4,040,865 2,412,884
174,064,390 3,356,290 2,533,983 142,980,407 2,364,165 1,977,157

30,822,873 1,038,256 614,966 26,214,561 1,787,117 1,239,344

2,863,815 2,991 2,991 1,596,881 2,991 2,991
289,198,776 17,743,863 16,111,230 237,590,281 14,993,098 13,858,868
1,874,668,905 90,895,949 78,259,477 1,590,900,591 80,888,461 72,845,186
338,142,516 3,536,499 2,595,687 319,426,745 3,094,902 2,029,211
1,536,526,389 87,359,450 75,663,790 1,271,473,846 77,793,559 70,815,975
1,874,668,905 90,895,949 78,259,477 1,590,900,591 80,888,461 72,845,186
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45.1.7 Contingencies and Commitments

Credit risk by industry sector
Chemical and pharmaceuticals
Agribusiness

Textile

Cement

Defence

Sugar

Shoes and leather garments
Automobile and transportation equipment
Financial

Hotel and tourism

Insurance

Electronics and electrical appliances
QOil and gas

Power and energy

Education and medical
Telecommunication

Printing and publishing

Construction

Mining and quarrying

Food, tobacco and beverages
Wholesale and retail trade

Metal and allied

Individuals

Farming, cattle and dairy

Ports and shipping

Trust funds and non profit organisations
Others

Credit risk by public / private sector
Public / Government
Private

45.1.8 Concentration of Advances

2022

2021

(Rupees in '000)

27,718,235
4,139,021
72,095,669
21,590,809
429,676
3,431,617
3,023,150
41,297,298
572,685,923
1,600,123
992,398
18,449,164
54,104,406
134,893,365
1,220,519
20,429,418
1,861,738
31,520,324
725,931
46,742,487
21,805,011
12,799,000
17,938,405
2,270,796
5,473,533
35,550,221
73,829,347

37,497,701
4,872,111
94,007,339
51,399,786
14,055,764
3,119,186
1,608,350
30,685,625
687,046,356
1,085,725
7,222,886
16,754,561
68,651,454
106,046,478
2,974,595
27,697,852
2,469,700
32,208,067
2,749,857
26,589,405
10,665,042
15,508,860
24,602,637
1,549,317
1,367,301
41,572,444
92,293,342

1,228,617,584

1,406,301,741

246,037,765
982,579,819

226,782,960
1,179,518,781

1,228,617,584

1,406,301,741

The Group's top 10 exposures on the basis of total (funded and non-funded) exposure aggregated to Rs 484,034.142

million (2021: Rs 439,861.951 million).

Funded
Non - funded
Total exposure

2022

2021

Rupees in '000

349,449,339 254,870,742
134,584,803 184,991,209
484,034,142 439,861,951

The sanctioned limits against these top 10 exposures aggregated to Rs 705,733.152 million (2021 : 628,617.948 million).
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45.1.9 Advances - Province / Region-wise disbursement and utilisation

45.2

45.2.1

2022
Utilization
Province / Region Disbursements Punjab Sindh KPKF|2<.:|_I:d|ng Balochistan |slamabad a.ll;(ltlr;;lll::islgi
(Rupees in '000)
Punjab 4,216,303,883 4,056,922,038 154,449,300 4,932,545 - - -
Sindh 10,327,220,126 670,728,239 9,417,058,107 12,814,439 114,338,086 110,048,348 2,232,907
KPK including FATA 79,549,825 151,364 3,020,300 76,378,161 - - -
Balochistan 16,312,428 - - - 16,312,428 - -
Islamabad 1,319,001,272 210,256,356 19,305,283 - - 1,089,439,633 -
AJK including Gilgit-Baltistan 26,382,979 - - - - - 26,382,979
Total 15,984,770,513 4,938,057,997 9,593,832,990 94,125,145 130,650,514 1,199,487,981 28,615,886
2021
Utilization
Province / Region Disbursements Punjab Sindh KPK;:(;_I:dmg Balochistan |slamabad (I;\I.ll;tlr;:alll::islg?]
(Rupees in '000)
Punjab 3,101,607 442 2,915,900,328 39,963,069 1,314,901 - 144,213,003 216,141
Sindh 8,163,147,976 281,124,813 7,821,084,148 9,728,882 17,231,128 32,115,680 1,863,325
KPK including FATA 64,758,158 756,415 1,832,628 62,159,788 - 9,327 -
Balochistan 12,866,864 - 4,328,047 - 5,377,551 3,161,266 -
Islamabad 1,031,641,148 70,198,521 139,370,616 - 117,227 821,954,784 -
AJK including Gilgit-Baltistan 19,749,842 18,015 - - - 574,814 19,157,013
Total 12,393,771,430 3,267,998,092 8,006,578,508 73,203,571 22,725,906 1,002,028,874 21,236,479

Market Risk Management

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.

The Bank is exposed to market risk in a number of ways. The largest component is Interest Rate Risk on the Banking Book, which refers to the interest rate risk that
the Bank is exposed to due to mismatches in the repricing of its on-balance sheet assets and liabilities. The Bank also has a Trading Book in which the assets are
marked-to-market through the profit and loss account.

The objective of the Bank's market risk management strategy is to assess an acceptable level of risk for each market variable (as stated in the Bank’s Risk Appetite
Statement), and to manage the risk arising from fluctuations in these variables to optimize the Bank’s income streams.

Treasury and Global Markets is tasked with proactively managing exposures. The Bank's ALCO provides governance with respect to market risk exposures and
limits, while monitoring and measurement is carried out by Market Risk Management (MRM).

MRM provides a dynamic and proactive approach to market risk monitoring, including the use of tools such as portfolio sensitivity, scenario analysis, stress testing
and the use of Management Action Triggers (MAT) and limits.

Statement of financial position split by trading and banking books

2022 2021

Banking book Trading book Total Banking book Trading book Total

(Rupees in '000)

Cash and balances with treasury banks 296,015,386 - 296,015,386 441,252,246 - 441,252,246
Balances with other banks 41,513,022 - 41,513,022 64,438,075 - 64,438,075
Lendings to financial institutions 254,593,287 - 254,593,287 93,742,432 - 93,742,432
Investments 1,177,215,851 771,585,191 1,948,801,042 1,036,253,263 912,702,715 1,948,955,978
Advances 1,782,497,923 - 1,782,497,923 1,507,047,097 - 1,507,047,097
Fixed assets 113,871,657 - 113,871,657 98,676,342 - 98,676,342
Intangible assets 18,422,200 - 18,422,200 12,630,475 - 12,630,475
Deferred tax assets 5,797,045 - 5,797,045 - - -
Other assets 173,654,999 3,639,550 177,294,549 141,773,908 8,951,592 150,725,500
3,863,581,370 775,224,741 4,638,806,111 3,395,813,838 921,654,307 4,317,468,145
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452.2

45.2.3

45.2.4

154

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. The Bank manages this risk by
setting and monitoring currency-wise exposure limits. The Bank’s assets in a particular currency are typically funded in the same currency to minimize foreign
currency exposure. However, the Bank maintains a net open position in various currencies resulting from its transactions. Foreign exchange risk is controlled and
monitored through limits approved by ALCO, within the overall limit advised by the SBP.

2022 2021
Assets Liabilities ~ Ofi-balance  Net currency Assets Liabiliies ~ Ofi-balance  Net currency
sheet items exposure sheet items exposure

(Rupees in '000)

United States Dollars 401,067,213 533,549,462 105,687,771 (26,794,478) 373,366,182 391,336,169 23,502,692 5,532,705
Great Britain Pounds 87,827,741 87,228,143 12,240,071 12,839,669 70,731,091 79,781,810 18,506,568 9,455,849

UAE Dirhams 89,657,961 70,961,159 (21,492) 18,675,310 42,131,632 62,561,226 32,917,837 12,488,243
Japanese Yen 138,868 35,785 (65,974) 37,109 116,753 32,030 (38,325) 46,398
Euros 22,480,267 21,369,356 1,813,255 2,924,166 22,153,104 18,381,217 (1,371,357) 2,400,530
Chinese Yuan 16,992,989 31,087,593 331,995 (13,762,609) 9,723,361 19,961,476 463,784  (9,774,331)

Other Currencies 157,623,918 83,145,438  (15,865,280) 58,613,200 145,989,191 74,873,195 (13,208,697) 57,907,299
775,788,957 827,376,936 104,120,346 52,532,367 664,211,314 646,927,123 60,772,502 78,056,693

2022 2021
Banking
book
(Rupees in '000)

Banking book  Trading book Trading book

Impact of 1% increase in foreign exchange rates on
- Profit and loss account - 525,324 - 780,567
- Other comprehensive income 706,789 - 719,669 -

Equity Position Risk

Equity position risk is the risk that the fair value of a financial instrument will fluctuate as a result of changes in the prices of individual stocks or the levels of equity
indices.

The Bank takes exposures to a range of equity instruments, and is exposed to losses arising from movements in equity prices. The Bank holds equity investments in
both the AFS and HFT portfolios. The realization of short term capital gains is the principal objective of the HFT portfolio while the AFS portfolio takes a medium-
term market view with the objective of earning both capital gains and dividend income. The portfolios are managed by the Bank within the structure encapsulated in
the Equity Investment Policy approved by the Board, which defines position limits, portfolio limits and loss triggers for the equity desk. The Bank also applies stress
tests on the equity portfolio which is part of the Bank’s overall market risk exposure limit on the trading book.

2022 2021
Banking
book
(Rupees in '000)

Banking book  Trading book Trading book

Impact of 5% change in equity prices on
- Profit and loss account - 5 - 15,430
- Other comprehensive income 248,338 - 376,184 -

Interest Rate Risk

Interest rate risk arises due to changes in interest rates, including changes in the shape of the yield curve. The Bank is exposed to interest rate risk in both the
Trading and Banking Books. Interest rate sensitivity analysis is conducted at both Banking Book and Trading Book levels, at least on a monthly basis or more
frequently, if required. The analysis helps in estimating and managing the impact of interest rate volatility on the Bank’s earnings and on the economic value of
equity within defined tolerance limits. Limits are also in place for fixed income investments of the treasury portfolio at dealer, transaction, portfolio and Trading /
Banking Book levels. Regulatory stress testing is conducted on a quarterly basis. Metrics to assess Interest Rate Risk include Interest Rate Gap Reports, Earnings
at Risk (EAR) and Economic Value of Equity (EVE). These metrics are also calculated based on different stress testing scenarios.

To further strengthen interest rate risk management, the Bank has developed a standardized framework for computing the Interest Rate Risk in the Banking Book
(IRRBB) under the updated guidelines issued by the Basel Committee on Banking Supervision Standards.
2022 2021
Banking
book
(Rupees in '000)

Banking book  Trading book Trading book

Impact of 1% increase in interest rates on
- Profit and loss account 5,165,824 (1,221,300) (1,151,969) (818,473)

- Other comprehensive income 7,348,444 - (3,887,409) -
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45.3

454

45.4.1

45.4.2

45.4.3

Enterprise Risk Management

The Enterprise Risk Management (ERM) function was set up in 2020, and is applicable to all functions within the Bank, thus ensuring a robust and
consistent approach to risk management at all levels of the organisation.

The Bank’s Enterprise Risk Management Framework, approved by the Board, outlines the essential ERM components, principles and concepts, and
suggests the use of a common ERM language, while providing a clear direction and guidance for integrated risk management within the Bank. Day-to-day
responsibility for risk management is distributed through the delegation of accountability to individuals, with reporting and escalation facilitated through a
governance structure. Standards, policies, and limits are well defined to ensure tasks and processes are consistently controlled.

During the year, a Bank-wide Risk and Control Repository has been created with the objective of identifying all risks and issues in a holistic manner across
the entire organisation and ensuring that they are adequately monitored and mitigated.

The ERM function also includes a Model Risk Management unit that provides independent review and validation of all models being used in the Bank.

Operational Risk Management (ORM)

Operational risk is the risk of loss resulting from inadequate or failed internal processes, people and systems or from external events.

A comprehensive ORM Framework is in place which address all significant aspects of ORM. The Bank uses loss data management, Risk and Control Self
Assessments and tracking of Key Risk Indicators (KRIs) to gauge the likelihood and severity of operational risk. The SAS software is used to facilitate this
process. Operational Risk coordinators have been assigned from all departments of the Bank and are responsible for implementation of the Framework in
coordination with the ORM department. An Operational Risk Management Committee (ORMC) monitors and oversees operational risk issues.

The Bank uses stress testing to proactively assess impacts to the Bank. RCSA exercises are conducted at regular intervals across the Bank. Operational
risk reports are regularly submitted to the senior management and the BRMC.

Business Continuity Planning (BCP)

It is the policy of the Bank to maintain a well-defined business continuity plan with clearly defined roles, responsibilities and ownership for crisis
management, to ensure business continuity and IT disaster recovery. The Bank’s Business Continuity Steering Committee, includes representation from
the senior management of the Bank and is the governing body for BCP. It meets on a periodic basis to review key initiatives, testing results and action
plans for strengthening the Bank’s ability to manage crisis situations. The Bank’s business continuity program complies with the regulatory framework and
the leading Business Continuity Management standard, ISO 22301. The business continuity program is subject to regular internal, external and regulatory
reviews and audits.

IT related controls

During the year, the Bank's IT controls were further strengthened, with special focus on controls around testing and quality assurance of all the products or
solutions taken into production. Enhanced focus and visibility was given to IT Audit and Compliance, and several control / monitoring and technology
hygiene initiatives were launched in close coordination with Internal Audit and Global Compliance. A formal procedure for IT Risk Management was
introduced to identify and mitigate potential risks in a centralized manner. This has been further aligned with the Enterprise Technology Governance and
Risk Management (ETGRM) framework . IT Risk Coordinators, aligned with the enterprise-wide Risk Coordinators have been introduced to ensure that
risks are reported and coordinated regularly. An IT Risk Register has been developed to track and monitor IT risks; the process will be automated in 2023
aligned with other areas of the Bank.

Controls around ‘Cloud Computing’ were put in place as per the directives and framework provided by the SBP. IT introduced better visibility of its services
management function by revamping existing processes and introducing new processes for effective controls and visibility across the Bank. The IT Steering
Committee discipline was established at all international locations to bring efficiency and effectiveness in technology governance and operations.

Information Security Risk

It is vitally important for the Bank to protect its customers and their data from cyberattacks and to provide secure banking services. Information Security
plays a pivotal role in protecting the Bank’s data assets from both internal and external threats through effective cyber security risk management, supported
by preventive and detective controls capable of responding to emerging external threats.

Targeted and frequent information security awareness initiatives for customers and employees were launched using multiple delivery channels, to elevate
their level of awareness and better equip them to counter security challenges. Significant progress has also been made in raising information security
standards at international locations to a level consistent with the policies, standards, and controls implemented for the domestic business.

Moving forward, the Bank plans to strengthen its cyber-defenses through the use of automation and modern technologies, in particular, Al and machine
learning. Furthermore, the Bank will work towards further alignment of its information security operations center with international best practices.
Customers are an important component of the security process and continuous customer education about cyber risks will remain an important component

of our defense strategy. These security measures will allow the Bank to continue offering innovative digital solutions to its clients while ensuring them
protection and peace of mind.
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NOTESTO THE CONSOLIDATED FINANCIALSTATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2022

45.6 Derivatives Risk
The policy guidelines for derivatives exposures are approved by the Board on the recommendation of the BRMC.
The responsibility for derivatives activity lies with the Treasury and Global Markets business. Measurement and monitoring of market and
credit risk limits and exposure, and their reporting to senior management and the Board is done by Market Risk Management (MRM) which,
in coordination with the business, also presents limits for review and approval to ALCO and the BRMC. Treasury Operations records
derivatives activity in the Bank’s books, executes settlements of trades and carries out regulatory reporting to the SBP.

456.1 Credit Risk
Credit risk is the risk of non-performance by a counterparty which could result in an adverse impact on the Bank’s profitability. The credit risk
associated with derivative transactions is categorized into settlement risk and pre-settlement risk. Pre-settlement and settlement risk limits for
derivative transactions are determined and monitored daily using an approved framework.

45.6.2 Market Risk
The Bank, as a policy, hedges all Options transactions back-to-back. The Bank minimizes the exchange rate risk on its Cross Currency
Swaps portfolio by hedging the exposure in the interbank market on a rolling basis. The Bank also manages the interest rate risk of Interest
Rate Derivatives and Cross Currency Swaps through Price Value of a Basis Point (PVBP) limits which are monitored and reported by MRM
to senior management on a daily basis. These limits are approved by ALCO annually and then approved by the Board on the
recommendation of the BRMC.

45.6.3 Operational Risk
The Bank has put in place a robust control framework for derivatives transactions. Front office staff dealing in derivatives have the requisite
training and experience to conduct this business; responsibilities have been divided amongst the Structuring Desk (tasked with the overall
ownership of derivatives and structured products), Treasury Sales (who are involved in marketing and executing transactions with the Bank’s
client base) and Trading (which proactively manages the risk from a business perspective).
A detailed product program, approved by the Board, governs the entire value chain for derivatives, including credit and market risk
management, booking, sales and settlement. There is a clear segregation of duties whereby operational aspects are handled by Treasury
Operations, whereas all risk issues are the responsibility of the Risk department. A Treasury Middle Office function, reporting into Risk,
carries out daily monitoring of exposures, while Compliance monitors any deviation from approved policies and procedures. Internal Audit
also regularly reviews systems, transactional processes, accounting practices and end-user roles and responsibilities as part of their reviews
of this function.

45.6.4 Liquidity Risk
The types of derivative transactions entered into by HBL are typically straightforward, or ‘vanilla’ transactions, whereby the Bank is exposed to
a negligible amount of liquidity risk.

46 NON-ADJUSTING EVENTS AFTER THE BALANCE SHEET DATE

46.1 The Board of Directors, in its meeting held on February 24, 2023, has proposed a final cash dividend of Rs 1.50 per share for the year
2022. This is in addition to the Rs 5.25 already paid during the year bringing the total dividend for the year to Rs 6.75 per share (2021: Rs
7.50 per share). This appropriation is expected to be approved by the shareholders in the forthcoming Annual General Meeting. The
consolidated financial statements for the year ended December 31, 2022 do not include the effect of this appropriation which will be
accounted for in the consolidated financial statements for the year ending December 31, 2023.

47 DATE OF AUTHORISATION FOR ISSUE
These consolidated financial statements were authorised for issue in the Board of Directors meeting held on February 24, 2023.

48 GENERAL

48.1 Comparative figures have been re-arranged and reclassified for comparison purposes.

Muhammad Aurangzeb Rayomond Kotwal Moez Ahamed Jamal Salim Raza Khaleel Ahmed

President and Chief Financial Officer Director Director Director

Chief Executive Officer

162

HBL ANNUAL REPORT 2022



ANNEXURE I: ISLAMIC BANKING BUSINESS

The Bank operates 294 (December 31, 2021: 259) Islamic Banking branches and 573 (December 31, 2021: 614) Islamic Banking windows.

STATEMENT OF FINANCIAL POSITION

ASSETS

Cash and balances with treasury banks
Balances with other banks

Due from financial institutions
Investments

Islamic financing and related assets - net
Fixed assets

Intangible assets

Due from Head Office

Deferred tax assets

Other assets

LIABILITIES

Bills payable

Due to financial institutions
Deposits and other accounts
Due to Head Office
Subordinated debt

Deferred tax liabilities

Other liabilities

NET ASSETS

REPRESENTED BY

Islamic Banking Fund

Reserves

(Deficit) / surplus on revaluation of investments - net of tax
Unappropriated profit

Contingencies and commitments

PROFIT AND LOSS ACCOUNT

Profit / return earned
Profit / return expensed
Net profit / return

Other income / (loss)

Fee and commission income
Dividend income

Foreign exchange income / (loss)
Income from derivatives

Gain / (loss) on securities - net
Others

Total other income

Total income

Other expenses

Operating expenses

Workers' Welfare Fund - charge

Other charges

Total other expenses

Profit before provisions

Provisions / (reversals) and write offs - net
Profit before taxation

Taxation

Profit after taxation

Note

o

10
1"

2022

2021

(Rupees in '000)

17,497,223 [ 28,015,270
451,114 1,162,953
2 28,671,686
183,654,832 | 191,864,941
223,974,766 || 166,058,790
6,497,224 4,629,739
30,066 .
257,428 .
1,160,304 =
8,653,602 | 12,962,183
442,176,559 433,365,562
20,267 26,310
74,694,404 | 31,567,668
319,883,948 || 346,895,368
- 11,439,635
- 73,097
15,693,460 | 15,554,392
410,292,079 405,556,470
31,884,480 27,809,092
500,000 500,000
(1,538,078) 114,330
32,922,558 27,194,762
31,884,480 27,809,092
46,415,296 24,109,086
28,064,213 12,360,809
18,351,083 11,748,277
1,053,121 696,748
372,255 (20,401)
82,252 (23,958)
625 272
1,508,253 652,661
19,859,336 12,400,938
6,786,714 4,149,716
234,083 168,786
168,439 2,803
7,189,236 4,321,305
12,670,100 8,079,633
1,434,083 (22,121)
11,236,017 8,101,754
5,505,648 3,159,684
5,730,369 4,942,070
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ANNEXURE I: ISLAMIC BANKING BUSINESS

2022 2021
1 DUE FROM FINANCIAL INSTITUTIONS (Rupees in '000)
Call money lendings - 24,500,000
Bai Muajjal receivable from financial institutions - 4,171,686
- 28,671,686
2 INVESTMENTS BY SEGMENT
2022 2021
Cos_tl Provision Surplus / Carrying Cost/ Provision for Surplus / .
amortised for - . P . Carrying value
PP (deficit) value amortised cost diminution (deficit)
cost diminution
(Rupees in '000)
Federal Government
securities
ljarah Sukuks 125,360,260 (2,772,531)|| 122,587,729 119,617,967 - (537,141) 119,080,826
Other Federal Government
Securities 4,686,060 4,686,060 11,810,120 - 11,810,120
130,046,320 - (2,772,531) 127,273,789 131,428,087 (537,141) 130,890,946
Non-Government debt
securities
-Listed 45,943,545 - 57,829 46,001,374 47,325,231 681,000 48,006,231
-Unlisted 10,363,349 - 16,320 10,379,669 12,924,196 43,568 12,967,764
56,306,894 - 74,149 56,381,043 60,249,427 724,568 60,973,995
Total Investments 186,353,214 - (2,698,382) 183,654,832 191,677,514 187,427 191,864,941
Note 2022 2021
3 ISLAMIC FINANCING AND RELATED ASSETS - NET (Rupees in '000)
Diminishing Musharakah 94,643,200 81,033,335
Running Musharakah 57,261,410 30,704,784
Wakalah 14,541,328 10,381,176
ljarah 3.1 2,294,057 2,095,534
Murabaha 3.2 3,791,439 1,897,123
Currency Salam - 195,118
Tijarah 2,887,334 2,058,785
Istisna 1,994,354 973,605
Musawamah 777,472 401,370
Advance for Diminishing Musharakah 5,364,119 3,573,753
Advance for ljarah 3,599,862 1,208,139
Advance for Murabaha 3.2 5,546,361 8,687,338
Advance for Salam 2,029,702 1,228,367
Advance for Istisna 13,169,142 12,886,460
Advance for Musawamah 3,856,574 272,258
Inventories against Murabaha 3.2 5,410,563 2,438,918
Inventories against Tijarah 5,427,552 3,347,923
Inventories against Istisna 3,853,373 3,708,194
Islamic financing and related assets - gross 226,447,842 167,092,180
Provision against Islamic financing and related assets
-Specific (1,376,081) (334,402)
-General (1,096,995) (698,988)
(2,473,076) (1,033,390)
Islamic financing and related assets - net of provision 223,974,766 166,058,790
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ANNEXURE I: ISLAMIC BANKING BUSINESS

3.1 ljarah 2022
Cost Accumulated Depreciation
Charge for Book value as
As atJan  Additions/ AsatDec AsatJan1, theyear/ As at Dec 31, at Dec 31,
1, 2022 (deletions) 31, 2022 2022 (depreciation 2022 2022
on deletion)
(Rupees in '000)
Plant and machinery 1,331,602 297,695 1,396,266 367,007 196,738 490,380 905,886
(233,031) (73,365)
Vehicles 2,030,992 948,330 2,273,070 900,053 467,810 884,899 1,388,171
(706,252) (482,964)
Total 3,362,594 1,246,025 3,669,336 1,267,060 664,548 1,375,279 2,294,057
(939,283) (556,329)
2021
Cost Accumulated Depreciation
Charge for Book value as
As at Jan Additions/ AsatDec AsatJan1, the year/ As at Dec 31, at Dec 31,
1, 2021 (deletions) 31, 2021 2021 (depreciation 2021 2021
on deletion)
(Rupees in '000)
Plant and machinery 933,485 786,521 1,331,602 264,301 276,355 367,007 964,595
(388,404) (173,649)
Vehicles 2,615,928 474,905 2,030,992 943,461 487,613 900,053 1,130,939
(1,059,841) (531,021)
Total 3,549,413 1,261,426 3,362,594 1,207,762 763,968 1,267,060 2,095,534
(1,448,245) (704,670)
3.1.1  Future ljarah payments receivable
2022 2021
Not later ~ Later than one  More than Total Not later Later than one More than Total
than one and upto five years than one and upto five years
year five years year five years
(Rupees in '000)
ljarah rentals receivable 1,322,523 2,377,212 540,108 4,239,843 821,158 1,168,984 636,948 2,627,090
Note 2022 2021
3.2 Murabaha (Rupees in '000)
Murabaha financing 3.2.1 3,791,439 1,897,123
Advances for Murabaha 5,546,361 8,687,338
Inventories against Murabaha 5,410,563 2,438,918
14,748,363 13,023,379
3.2.1  Murabaha receivable - gross 3.2.1.1 3,866,887 1,915,375
Deferred murabaha income 3212 (23,780) (8,223)
Profit receivable shown in other assets (51,668) (10,029)
Murabaha financing 3,791,439 1,897,123
3.2.1.1 The movement in gross Murabaha receivable during the year is as follows:
Opening balance 1,915,375 1,526,183
Sales during the year 16,310,831 27,740,135
Adjusted during the year (14,359,319)  (27,350,943)
Closing balance 3,866,887 1,915,375
3.2.1.2 The movement in Deferred Murabaha income during the year is as follows:
Opening balance 8,223 2,980
Arising during the year 1,301,204 650,102
Recognised during the year (1,285,647) (644,859)
Closing balance 23,780 8,223
3.2.1.3 Murabaha sale price 3,866,887 1,915,375
Murabaha purchase price (3,791,439) (1,897,123)
Total profit receivable 75,448 18,252
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ANNEXURE I: ISLAMIC BANKING BUSINESS

5.1

5.2

5.3

5.4

5.5

5.6

5.7

5.8

5.9

5.10

5.1

5.12

166

Due from Head Office mainly represents inter-branch transactions.

Note 2022 2021
DUE TO FINANCIAL INSTITUTIONS (Rupees in '000)
Unsecured acceptances of funds 52 19,000,000 1,000,000
Acceptances from the SBP under:
- Islamic export refinance scheme 53 19,931,491 20,029,111
- Islamic long term financing facility 54 7,183,674 5,892,219
- Islamic financing facility for renewable energy power plants 55 693,399 336,665
- Islamic refinance facility for modernization of Small & Medium Enterprises (SMEs) 5.6 129,838 7,480
- Islamic refinance and credit guarantee scheme for women entrepreneurs 5.7 5,720 -
- Islamic refinance scheme for payment of wages and salaries - 1,253,895
- Islamic refinance facility for combating COVID-19 5.8 143,564 -
- Islamic temporary economic refinance facility 59 2,749,061 2,866,313
- Secured Mudarbah Agreement 5.1 24,689,405 -
Acceptances from Pakistan Mortgage Refinance Company 5.12 168,252 181,985

74,694,404 31,567,668

Amounts due to financial institutions are all in local currency.

Unsecured acceptances of funds carry profit at rates ranging from 13.50% to 16.10% per annum (2021: 10.05% per annum) and are due to mature
latest by February 3, 2023.

These acceptances have been obtained from the SBP for extending Islamic export finance to customers. These carry profit at rates ranging from
11.00% to 12.00% per annum (2021: 1.00% to 2.00% per annum) and are due to mature latest by June 2023.

These acceptances 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 carry profit at a rate of 12.00% per annum (2021: 2.00% to 2.50% per annum) and is due to
mature latest by June 30, 2032.

These acceptances have been obtained from the SBP under a scheme for financing renewable energy power plants to promote renewable energy
projects in the country. These carry profit at a rate of 3.00% per annum (2021: 2.00% to 3.00% per annum) and are due to mature latest by June 3,
2034.

These acceptances have been obtained from the SBP under a scheme to finance modernization of Small and Medium Enterprises. These carry
profit at a rate of 2.00% per annum (2021: 2.00%) and are due to mature latest by March 30, 2026.

These acceptances have been obtained from the SBP under a scheme to finance women entrepreneurs for setting up of new business enterprises
or for expansion of existing ones. These carry profit at a rate of 0.00% per annum (2021: 0.00% to 2.00% per annum) and are due to mature latest
by December 31, 2025.

These acceptances have been obtained from the SBP to provide emergency financing to hospitals and medical centres to develop capacity for the
treatment of COVID-19 patients. The maximum financing under the facility is Rs 500 million per hospital / medical centre with a tenor of 5 years,
including a grace period of up to 6 months. These carry profit at a rate of 0.00% per annum (2021: 0.00% to 2.00% per annum) and are due to
mature latest by October 1, 2026.

These acceptances have been obtained from the SBP under a scheme to provide concessionary refinance for setting up new industrial units in the
backdrop of challenges faced by industries during the COVID-19 pandemic. The maximum financing granted under this facility is Rs 5 billion per
project with a tenor of 10 years, including a grace period of 2 years. These carry profit at a rate of 1.00% per annum (2021: 1.00% per annum) and
are due to mature latest by June 30, 2032.

For all SBP acceptances, the SBP has the right to recover the outstanding amounts from the Bank at the date of maturity of the acceptance by
directly debiting the Bank's current account maintained with the SBP.

These represent acceptances of fun