














Notes To And Forming Part Of The Condensed Interim
Consolidated Financial Information (Un-audited)
FOR THE QUARTER ENDED MARCH 31, 2016

1

1.1

1.2

1.3

STATUS AND NATURE OF BUSINESS
The Group comprises of:
Banklslami Pakistan Limited (Holding Company)

Banklslami Pakistan Limited (the Bank) was incorporated in Pakistan as a public
limited company on October 18, 2004 under the Companies Ordinance, 1984 to
carry out the business of an Islamic Commercial Bank in accordance with the
principles of Islamic Shariah.

The State Bank of Pakistan granted a 'Scheduled Islamic Commercial Bank'
license to the Bank on March 18, 2005. The Bank commenced its operations as a
Scheduled Islamic Commercial Bank with effect from April 07, 20086, on receiving
Certificate of Commencement of Business from the State Bank of Pakistan (SBP)
under section 37 of the State Bank of Pakistan Act, 1956. The Bank is principally
engaged in corporate, commercial, consumer, retail banking activities and
investment activities.

The Bank is operating through 317 branches including 124 sub branches as at
March 31, 2016 (December 31, 2015: 317 branches including 124 sub branches).
The registered office of the Bank is situated at 11th Floor, Dolmen City, Marine
Drive, Block-4, Clifton, Karachi. The shares of the Bank are quoted on the Pakistan
Stock Exchange Limited (formerly Karachi Stock Exchange Limited).

The Pakistan Credit Rating Agency (Private) Limited (PACRA) has maintained the
Bank's long-term rating as 'A+' and the short-term rating as 'A1".

As mentioned in note 2 below, during the last year KASB Undertakings have been
acquired and amalgamated with the Bank under a scheme sanctioned under
section 47 of the Banking Companies Ordinance, 1962.

Banklslami Modaraba Investments Limited (Subsidiary Company) - 100 percent
holding

The subsidiary company was incorporated in Pakistan on January 22, 1986 under
the Companies Ordinance, 1984 as a public limited company. Later on it was
registered as a Modaraba Company with the Registrar of Modaraba Companies
and Modaraba (Floatation and Control) Ordinance, 1980. The principal activity of
the subsidiary company is to float and operate Modaraba. The subsidiary company
is managing its Modaraba with the name of Modaraba-Al-Mali. The principal place
of business of the subsidiary company is situated at 10th Floor, Progressive
Square, Shahrah-e-Faisal, Karachi.

The financial statements of the subsidiary company have been consolidated on a
line-by-line basis and the carrying value of the investments held by the holding
company has been eliminated against the shareholder's equity in the subsidiary
company. Intra group balances or transactions have been eliminated.

The financial statements of the subsidiary company have been consolidated on
the basis of condensed interim financial information for the period ended March
31, 2016.
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The financial statements of "Modaraba Al-Mali", a modaraba floated by the
subsidiary company in which it has 13 percent holding, have not been
consolidated although the Group has control over Modaraba Al-Mali by virtue of
management rights. The management of the Group is of the view that consolidated
financial statements are required to be prepared only for subsidiaries as defined in
the Companies Ordinance, 1984. "Modaraba Al-Mali" is a modaraba floated under
the Modaraba Companies and Modaraba (floatation and control) Ordinance, 1980
and does not fall under the definition of subsidiary as defined under the
Companies Ordinance, 1984. Hence, the financial statements of "Modaraba
Al-Mali" are not required to be consolidated in the Group's consolidated financial
statements.

KASB Securities Limited (Subsidiary Company) - 77.12 percent holding [Acquired
as part of business acquisition during the current year]

KASB Securities Limited was incorporated in Pakistan on October 24, 2000 under
the Companies Ordinance, 1984 and commenced its operations effective January
01, 2003, on the transfer of assets and liabilities of the securities segment of the
then Khadim Ali Shah Bukhari and Company Limited under a scheme of
arrangement approved by the High Court of Sindh. The shares of the Company are
listed on the Pakistan Stock Exchange Limited (PSX) (formerly Karachi Stock
Exchange Limited). The registered office of the company is situated at 5th Floor,
Trade Centre, I.I. Chundrigar Road, Karachi.

The Company is a TREC holder of the Pakistan Stock Exchange Limited (PSX)
and Corporate member of Pakistan Mercantile Exchange Limited (PMEL) and is
principally engaged in the business of stocks, money market, foreign exchange
and commodity broking. Other activities include investment in listed and unlisted
equity and debt securities, economic research and advisory services.

My Solutions Corporation Limited (Subsidiary Company) - 100 percent holding
[Acquired as part of business acquisition during the current year]

My Solutions Corporation Limited (the Company) was incorporated as a private
limited company on November 05, 1995 and was converted into a public limited
company on March 24, 2003. The Company is engaged in sale of IT equipment,
providing internet connectivity and telecommunication services, networking
services and electronic utility bill payment switch services (eUBS). lts registered
office is situated at the 9th floor, Trade Centre, I.I Chundrigar Road, Karachi.

Structured Ventures (Private) Limited (Indirect Subsidiary Company through
KASB Securities Limited) - 77.12 percent holding [Acquired as part of business
acquisition during the current year]

Structured Venture (Private) Limited was incorporated in Pakistan on June 25,
2010 under the Companies Ordinance, 1984. The registered office of the company
is situated at 5th floor, Trade Centre, I. I. Chundrigar Road, Karachi. The company
is a wholly owned subsidiary of KASB Securities Limited. The ultimate parent
company is Banklslami Pakistan Limited.



2.2

BUSINESS COMBINATION

Acquisition of KASB Bank Limited undertakings

During last year, under the ‘Scheme of Amalgamation of KASB Bank Limited with
and into Banklslami Pakistan Limited under Section 47 of the Banking Companies
Ordinance, 1962’, hereinafter referred to as ‘The Scheme’, KASB Bank
Undertakings have been acquired and amalgamated and made part of the group.
The Scheme is effective from May 7, 2015. This transaction has been accounted
for as a "Business Combination" under 'International Financial Reporting Standard
3.

KASB Bank Undertakings, as per the Scheme, means the business and all assets
and liabilities, of the then KASB Bank Limited of whatsoever nature and wherever
situated.

The aforementioned scheme was prepared by the SBP and placed before the
Federal Government of Pakistan for its approval. The Federal Government of
Pakistan in terms of the powers conferred to it under section 47 of the Banking
Companies Ordinance, 1962 sanctioned the scheme of amalgamation of KASB
Bank Undertakings with and into Banklslami Pakistan Limited on May 7, 2015 with
immediate effect.

The assets and liabilities included in the consolidated statement of financial
position also include balances of the defunct KASB Bank Limited as required
under International Financial Reporting Standard 3, (IFRS 3) 'Business
Combination', the balances of KASB Bank undertakings have been incorporated
at their fair values as determined by an independent firm KPMG Taseer Hadi & Co,
Chartered Accountants. Their valuation is being carried out using the balances as
appearing in the financial statements of KASB Bank Limited as at May 7, 2015
duly audited by Ernst & Young Ford Rhodes Sidat Hyder, Chartered Accountants.
IFRS 3 allows the acquirer a maximum period of one year from the date of
acquisition to finalise the accounting for business combination.The fair valuation
exercise is in progress and will be finalised within the period of one year as allowed
under IFRS 3. Any adjustment arising at the time of finalisation of this exercise will
be incorporated with retrospective effect from the date of acquisition.

The KASB Bank Limited at the time of acquisition by the Bank had the following
three subsidiaries (both direct and indirect) which by virtue of amalgamation have
now become subsidiaries of the Bank:

Name of Entity Percentage Nature of
of holding relationship
1 My Solutions Corporation Limited 100.00% Direct
2 KASB Securities Limited 77.12% Direct
3 Structured Ventures (Private) Limited 77.12% Indirect

The fair valuation exercise is being carried out by M/s KPMG Taseer Hadi & Co.
Chartered Accountants (an independent professional consultant) engaged by the
holding company for this purpose. Details of the provisional fair values of the
assets acquired, liabilities assumed and purchase consideration and the resultant
goodwill recognised are as follows:
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Note May 7, 2015
Rupees in '000

Fair value of assets acquired (provisional) 55,208,942
Fair value of liabilities assumed (provisional) (60,759,055)
Net liabilities assumed - based on provisional values (5,550,113)
Net liabilities pertaining to Non-controlling interest

(pertaining to KASB Securities Limited) (193,133)
Parent's share of net liabilities assumed - based

on provisional values (5,743,246)
Purchase Consideration:
Cash payable (1)
Fair value benefit of financing from SBP 2.2.1 2,952,536

2,952,535

Excess of purchase consideration over net assets (Goodwill) (2,790,711)

Further, as noted above, the goodwill recorded in the consolidated financial
statements is based on provisional figures and does not incorporate adjustments
which will be recorded after completion of the fair value exercise of recorded
assets and liabilities.

This represents the fair value benefit of the subsidised financing which was to be
received as on May 7, 2015 by the Group from the State Bank of Pakistan for the
liquidity support. The amount of financing was received subsequent to May 7,
2015.

The figures pertaining to post combination revenue and profit or loss pertaining to
the operations of the defunct KASB Bank Limited have not been given as the same
is considered impracticable mainly on account of the fact that the majority of the
portfolio has been converted to Shariah compliant products and made part of the
acquiree entity.

BASIS OF PRESENTATION

The Group provides financing mainly through Murabahah, ljarah, Istisna,
Diminishing Musharakah, Muswammah and other Islamic modes.

The purchases and sales arising under these arrangements are not reflected in
these condensed interim consolidated financial information as such but are
restricted to the amount of facility actually utilised and the appropriate portion of
profit thereon. The income on such financing is recognised in accordance with the
principles of Islamic Shariah. However, income, if any, received which does not
comply with the principles of Islamic Shariah is recognised as charity payable or
as directed by the Shariah Board of the holding company.

STATEMENT OF COMPLIANCE

These condensed interim consolidated financial information have been prepared
in accordance with the approved accounting standards as applicable in Pakistan.
Approved accounting standards comprise of such International Financial
Reporting Standards (IFRSs) issued by the International Accounting Standards
Board and Islamic Financial Accounting Standards (IFASs) issued by the Institute



4.2

4.3

4.4

4.5

of Chartered Accountants of Pakistan, as are notified under the Companies
Ordinance, 1984, provisions of and directives issued under the Companies
Ordinance, 1984, the Banking Companies Ordinance, 1962, and the directives
issued by the SECP and the SBP. Wherever the requirements of the provisions and
directives issued under the Companies Ordinance, 1984, the Banking Companies
Ordinance, 1962, the IFAS notified under the Companies Ordinances, 1984 and
the directives issued by the SECP and the SBP differ from the requirements of
IFRS, the provisions of and the directives issued under the Companies
Ordinance, 1984, the Banking Companies Ordinance, 1962, IFAS notified under
the Companies Ordinance, 1984 and the directives issued by the SECP and the
SBP shall prevail.

The SBP vide its letter No. BPRD/BRP/13921/16 dated June 2, 2016, has allowed
the Group to disclose financial results of KASB Securities Limited (KSL) as a
single line item in Consolidated Profit and Loss account as majority of the
operations of KSL are of conventional nature and line by line consolidation would
result in non-compliance of Shariah requirements.

The SBP through its BSD Circular No. 10 dated August 26, 2002, has deferred the
implementation of International Accounting Standard (IAS) 39 - "Financial
Instruments: Recognition and Measurement" and IAS 40 - "Investment Property"
for Banking Companies in Pakistan, till further instructions. Accordingly, the
requirements of these Standards have not been considered in the preparation of
these condensed interim consolidated financial information. Further, the SECP
has deferred the applicability of International Financial Reporting Standard (IFRS)
7 "Financial Instruments: Disclosures" through its S.R.O. 411(1)/2008 dated April
28, 2008. Accordingly, the requirements of this standard have also not been
considered in the preparation of these condensed interim consolidated financial
information. However, investments have been classified and valued in accordance
with the requirements prescribed by the SBP through various circulars.

IFRS 8 "Operating Segments" was effective for the Group's accounting period
beginning on or after January 1, 2009. All Banking Companies in Pakistan are
required to prepare their annual financial statements in line with the format
prescribed under BSD Circular No. 4 dated February 17, 2006, 'Revised Forms of
Annual Financial Statements', effective from the accounting year ended December
31, 2006. The management of the Group believes that as the SBP has defined the
segment categorisation in the above mentioned circular, the SBP requirements
prevail over the requirements specified in IFRS 8. Accordingly, segment
information disclosed in these consolidated financial statements is based on the
requirements laid down by the SBP.

The SBP vide BSD Circular No. 07 dated April 20, 2010 clarified that for the
purpose of preparation of financial statements in accordance with International
Accounting Standard - 1 (Revised), 'Presentation of Financial Statements', two
statement approach shall be adopted i.e. separate 'Profit and Loss Account' and
'Statement of Comprehensive Income' shall be presented, and Balance Sheet
shall be renamed as 'Statement of Financial Position'. Furthermore, only the
surplus / (deficit) on revaluation of available for sale (AFS) securities, is required to
be included in the 'Statement of Comprehensive Income'. However, it should
continue to be shown separately in the Statement of Financial Position below
equity. Accordingly, the above requirements have been adopted in the preparation
of these consolidated financial statements.
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The SBP vide its BPRD Circular No. 04 dated February 25, 2015 has clarified that
the reporting requirements of IFAS-3 for Islamic Banking Institutions (IBIs) relating
to annual, half yearly and quarterly financial statements would be notified by SBP
through issuance of specific instructions and uniform disclosure formats in
consultation with IBls. These reporting requirements have not been ratified to
date. Accordingly, the disclosures requirements under IFAS 3 have not been
considered in these condensed interim consolidated financial statements.

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

There are certain new and amended standards and interpretations that are
mandatory for the Bank's accounting periods beginning on or after January 1,
2016 but are considered not to be relevant or do not have any significant effect on
the Bank's operations and therefore not detailedin this condensed interim financial
information.

BASIS OF MEASUREMENT

These condensed interim consolidated financial information have been prepared
under the historical cost convention, except that certain fixed assets, certain
investments, foreign currency balances and commitments in respect of foreign
exchange contracts have been marked to market and are carried at fair value.
Further, staff retirement benefits have been carried at present values as
determined under the International Accounting Standards IAS 19 revised
'Employee Benefits.

FUNCTIONAL AND PRESENTATION CURRENCY

These condensed interim consolidated financial information are presented in
Pakistani Rupees, which is the Group's functional and presentation currency.

ROUNDING OFF

Figures have been rounded off to the nearest thousand rupees unless otherwise
stated.

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

The basis and the methods used for critical accounting estimates and judgements
adopted in this condensed interim consolidated financial information are the same
as those applied in the preparation of the annual financial statements of the Group
for the year ended December 31, 2015.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies used in the preparation of this condensed interim
consolidated financial information are the same as those applied in the preparation
of the annual financial statements of the Group for the year ended December 31,
2015.



10 CORRESPONDING FIGURES

Corresponding figures have been re-arranged and reclassified, wherever
necessary, to facilitate comparisons. There were no significant reclassifications /
restatements during the period except as disclosed below;

Reclassified from Reclassified to Rupees in '000

Other Assets Operating Fixed Assets 251,027

1 DATE OF AUTHORISATION FOR ISSUE

These condensed interim consolidated financial information were authorised for
issue on July 22, 2016 by the Board of Directors of the holding Company.

-Sd- -Sd- -Sd- -Sd-
CHAIRMAN PRESIDENT / CHIEF EXECUTIVE DIRECTOR DIRECTOR
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