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Directors' Report

The Directors are  pleased to present the Eleventh Annual Report together with the audited financial
statements for the  year ended December 31, 2001.

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

OPERATING

Performance Review

By the Grace of Allah, during the year under review the Bank has continued to make satisfactory progress in
all areas of its operations. Deposits of the Bank registered a growth of Rs. 6.874 billion while advances
increased by Rs. 1.180 billion. Foreign exchange business also reflected an increase of Rs. 13.460 billion,
as compared to the previous year. Due to better yields on government securities and improved lending rates,
the profitability of the Bank for the year 2001 increased by Rs. 147.828 million.

(Rupees in '000 )

Profit for the year before tax 551,006

Taxation (305,000 )

Profit for the year after tax 246,006

Unappropriated Profit brought forward 4,843

Profit available for Appropriation 250,849

Appropriations:

Transfer to Statutory Reserve 49,500
Transfer to General Reserve 20,000
Proposed - Fully paid Bonus Shares

in the ratio of 20 Ordinary
Shares for every 100 shares held 144,271

ÐFinal Cash Dividend @ 5% i.e. Re 0.50
per ordinary share of Rs. 10/- each 36,068

(249,839)

Unappropriated Profit carried forward 1,010

Net Earnings per share Rs. 3.41

2



Financial Highlights are as under :

(Rupees in million)

Dec. 31, 2001 Dec. 31, 2000

Total Customers Deposits 24,696.8 17,822.6
Total Advances 15,901.9 14,722.1
Profit before tax 551.0 403.2
Shareholders' Equity 1,532.1 1,322.2
Foreign Trade Business 52,073.3 38,613.8

In order to further enhance our services to customers, the Bank is installing Automated Teller Machines
(ATMs) at selected branches in Karachi,which shall Insha-Allah soon be operational. Moreover, all branches
in major cities of Pakistan are in the process of being linked through satellite and radio modem to facilitate
on-line banking.

The Bank's credit rating assigned by the Pakistan Credit Rating Agency (Private) Limited (PACRA) has been
maintained at AA for long term and A1 + for short term, denoting a very high credit quality, low expectation
of credit risk, and obligations supported by highest capacity for timely repayments.

Future Outlook

Since the last quarter of 2001, there has been a continuous reduction in the discount rate as well as yields
on government securities which has resulted in erosion of interest margins due to which the profitability of the
Bank will be under pressure during 2002. However, with the expected expansion of our branch network, we
are hopeful to sustain these pressures by maintaining satisfactory growth.

Branch Networ k

During 2001, nine branches were opened all over Pakistan, bringing the total number of branches to 41. The
Bank is planning to further expand its branch network during the year 2002.

Pattern of Shareholding

The statement of pattern of shareholding of the Bank as at December 31, 2001, is annexed on page 33.

Auditors

Our presentauditors, Messrs HyderBhimji &Company, Chartered Accountants, retire and being eligible,offer
themselves for reappointment.

General

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

ALI RAZA D. HABIB
Karachi: February 14, 2002. Chairman
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Auditors' Report to the Members

W have audited the annexed Balance Sheet of Bank AL Habib Limited as at December 31, 2001, and the
related Profit and Loss Account, Cash Flow Statement and Statement of Changes in Equity together with the
notes forming part thereof (here in after referred to as the 'financial statements') for the year then ended, in
which are incorporated the unaudited certified returns from the branches except for 7 branches which have
been audited by us andwe state that we haveobtained all the information and explanations which, to the best
of our knowledge and belief were necessary for the purposes of our audit.

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

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

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

(b) in our opinion:

i) the BalanceSheet andProfit and LossAccount together with thenotes thereon havebeen drawn
up inconformity with the Banking Companies Ordinance, 1962 (LVII of 1962) and theCompanies
Ordinance, 1984 (XLVII of 1984), and are in agreement with the booksof account and are further
in accordance with accounting policies consistently applied with which we concur;

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

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

(c) in our opinion and to the best of our information and according to the explanations given to us the
Balance Sheet, Profit and Loss Account, Cash Flow Statement and Statement of Changes in Equity
together with the notes forming part thereof conform withapproved accounting standards as applicable
in Pakistan, and give the information required by the Banking Companies Ordinance, 1962, (LVII of
1962), and the Companies Ordinance, 1984, (XLVII of 1984), in the mannerso requiredand give a true
and fair view of the state of the Bank's affairs as at December 31, 2001, and its true balance of profit,
its cash flows and changes in equity for the year then ended; and

(d) in our opinion, Zakat deductible at source under the Zakat and Ushr Ordinance, 1980, (XVIII of 1980),
was deducted by the Bankand deposited in the Central Zakat Fundestablished under section7 of that
Ordinance.

Karachi: February 14, 2002.     HYDER BHIMJI & CO.
Chartered Accountant s
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Balance Sheet as at December 31, 2001

2001 2000
Note (Rupees in '000)

ASSETS

Cash and Balances with Treasury Banks 6 3,381,743 1,437,760
Balances with Other Banks 7 1,396,637 1,785,533
Lendings to Financial Institutions 8 1,237,399 4,083,416
Investments 9 5,663,953 1,289,422
Advances 10 15,901,919 14,722,099
Other Assets 11 945,612 614,078
Operating Fixed Assets 12 449,572 293,502
Deferred Tax Assets Ð00 Ð000

28,976,835 24,225,810
LIABILITIES

Bills Payable 13 224,935 121,078
Borrowings from Financial Institutions 14 1,825,309 4,427,974
Deposits and Other Accounts 15 24,696,787 17,822,654
Other Liabilities 16 541,008 543,790
Deferred Tax Liabilities Ð00 Ð000

27,288,039 22,915,496

Net Assets 1,688,796 1,310,314

REPRESENTED BY :

Share Capital 17 721,354 601,128
Reserves 809,771 716,226
Unappropriated Profit 1,010 4,843

1,532,135 1,322,197
Surplus/(Deficit) on Revaluation of Assets 18 156,661 (11,883)

1,688,796 1,310,314

CONTINGENCIES AND 19

The annexed notes 1 to 39 form an integral part of these accounts.

ALI RAZA D. HABIB
Chairman

Karachi: February 14, 2002.

ANWAR HAJI KARIM
Director

FAIZ N. ABDULALI
Director

ABBAS D. HABIB
Chief Executive and
Managing Director

5



Profit and Loss Account for the year ended December 31, 2001

       2001         2000
Note        (Rupees in '000)

Mark-up /Return/Interest Earned 20 2,590,957 1,966,390
Mark-up/Return/Interest Expensed 21 1,806,662 1,484,782

Net Mark-up/Interest Income 784,295 481,608

Provision against non-performing loans and advances 10.3 (52,144 ) (29,74 1)
Provision for diminution in the value of investments Ð00 Ð00
Bad Debts written off directly Ð00 Ð00

(52,144 ) (29,74 1)
Net Mark-up/Interest Income after provisions 732,151 451,867

NON-MARK-UP/INTEREST INCOME

Fees, Commission and Brokerage Income 133,183 115,908
Dividend Income 6,105 7,778
Income from dealing in foreign currencies 178,814 204,805
Other Income 22 39,710 25,318

Total non-markup/Interest Income 357,812 353,809
1,089,963 805,676

NON-MARK-UP/INTEREST EXPENSES
Administrative Expenses 23 538,779 402,491
Other provisions/write offs Ð00 Ð00
Other Charges 24 178 7

Total non-markup/Interest expenses (538,957 ) (402,498 )
551,006 403,178

Extra ordinary/unusual items Ð00 Ð00
PROFIT BEFORE TAXATION 551,006 403,178

Taxation Ð Current 25 305,000 250,000
Ð Prior years Ð00 Ð00
Ð Deferred Ð00 Ð00

(305,000 ) (250,000 )
PROFIT  AFTER TAXATION 246,006 153,178

Unappropriated Profit  brought forward 4,843 2,891
Profit available for appropriation 250,84 9 156,069

APPROPRIATION

Transfer to:
Statutory Reserve 49,500 31,000
Reserve for Proposed issue of Bonus shares 144,271 120,226
General Reserve 20,000 Ð00
Proposed Cash dividend Re. 0.50 per share (2000: Rs. Nil) 36,068 Ð00
Others Ð00 Ð00

(249,839 ) (151,266 )
Unappropriated Profit carried forward 1,010 4,843

Net Earnings per share-Basic and Diluted 26 Rs.   3.4 1 Rs.   2.1 2

The annexed notes form an integral part of these accounts.
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Chief Executive and
Managing Director

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

Bonus Profit
Shares

Opening Balance Jan 1, 2000 500,940 100,188 318,500 126,500 120,000 2,891 1,169,019

Profit for the year 2000 Ð00 Ð00 Ð00 Ð00 Ð00 153,178 153,178

Transfer to Statutory Reserve Ð00 Ð00 31,000 Ð00 Ð00 (31,000 ) Ð00

Transfer to Reserve for issue
  of Bonus Shares Ð00 120,226 Ð00 Ð00 Ð00 (120,226 ) Ð00

Issue of Bonus Shares 100,188 (100,188 ) Ð00 Ð00 Ð00 Ð00 Ð00

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

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

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

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

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

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

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

Closing Balance as at Dec. 31, 2001 721,354 144,271 399,000 126,500 140,000 1,010 1,532,135

ALI RAZA D. HABIB
Chairman

Karachi : February 14, 2002.

ANWAR HAJI KARIM FAIZ N. ABDULALIABBAS D. HABIB

(Rupees in '000)
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ABBAS D. HABIB

Cash Flow Statement for the

       2001         2000
      (Rupees in '000)

Cash Flow From Operating Activities

Profit before Taxation 551,006 403,178
Less : Dividend Incom e (6,105) (7,778)

544,901 395,400

Adjustments for Non-Cash Charges:
Depreciatio n 38,074 32,513
Amortization 4,417 4,341
Provision Against non-performing advances 52,14 4 29,741
(Gain) on sale of fixed assets (6,832) (954)

87,803 65,641

632,704 461,041

(Increase) / Decrease in Operating Assets:
Lendings to financial institutions 2,846,017 (3,903,416)
Advances (1,231,964) ( 3,826,541)
Other Assets (Excluding Advance Taxation) (330,184 ) (161,744 )

1,283,869 (7,891,701)

Increase / (Decrease) in Operating Liabilities:
Bills Payabl e 103,857 (25,907 )
Borrowings from financial institutions (2,602,665) 392,654
Deposits 6,874,133 3,709,784
Other Liabilities (excluding current taxation) 23,355 159,742

4,398,680 4,236,273
6,315,253 (3,194,387)

Income tax pai d (367,175 ) (271,841 )

Net cash flow from operating activities (Balance Ca rr ied Forward) 5,948,078 (3,466,228)

Karachi: February 14, 2002.

ALI RAZA D. HABIB
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Director

year ended December 31, 2001

        2001         2000
Note        (Rupees in '000)

Net cash flow from operating activities (Balance Brought Forward) 5,948,078 (3,466,228 )

Cash Flow From Investing Activities
Net Investment in available-for-sale Securities (4,205,986 ) 3,319,591
Dividend Incom e 4,755 5,528
Investments in operating fixed assets (198,968 ) (66,107 )
Sale Proceeds of vehicle and equipment disposed-of 7,238 1,058

Net cash flow from investing activities (4,392,961 ) 3,260,070

Cash Flow From Financing Activities

Dividend pai d (30) (103)

Net cash flow from financing activities (30) (103)

Increase /(Decrease) in Cash and Cash Equivalents 1,555,087 (206,261 )

Cash and Cash Equivalents at the Beginning of the Year 27 3,223,293 3,429,554

Cash and Cash Equivalents at the End of the Year 27 4,778,380 3,223,293

FAIZ N. ABDULALIANWAR HAJI KARIM
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Notes to the Accounts for the year ended December 31, 2001
1. STATUS AND NATURE OF BUSINESS

The Bank was incorporated in Pakistan on October 15, 1991 as a public limited company under the
Companies Ordinance 1984, having its registered office in Multan with the principal place of business
being in Karachi. Its shares are listed on all the Stock Exchanges in Pakistan. It is a scheduled bank
principally engaged in the business of commercial banking with a network of 41 branches operating
throughout the country.

2. BASIS OF PRESENTATION

In accordance with the directives of the Federal Government regarding the shifting of the banking
system to Islamic modes, the State Bank of Pakistan has issued various circulars from time to time.
Permissible formsof trade-relatedmodes of financingincludepurchase of goodsby the banks fromtheir
customers and immediate resale to them at appropriate portion of mark-up thereon.

3. STATEMENT OF

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

4. BASIS OF

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

5. SIGNIFICANT ACCOUNTING POLICIES

5.1 Cash and Cash equivalent s

Cash andcash equivalents comprise of cash andbalances with treasury banksandbalances with
other banks.

5.2 Revenue Recognitio n

Incomeis recognized on accrual basis, except for commission on letters of credit and guarantees
which is taken to income account at the time of receipt.

5.3 Advances

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

5.4 Investments

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

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