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DIRECTORSÕ REVIEW

On behalf of the Board of Directors, it is my pleasure to present the un-audited financial 
statements of Bank AL Habib Limited along with the un-audited consolidated financial 
statements of Bank AL Habib Limited and the Bank's Brokerage Subsidiary M/s. AL Habib 
Capital Markets (Private) Limited for the nine months period ended September 30, 2006.

Al-Hamdolillah, during the nine months period, deposits increased by Rs. 12.2 billion from 
Rs. 75.8 billion on December 31, 2005 to Rs. 88.0 billion on September 30, 2006. In the 
same period, advances increased by Rs. 5.4 billion from Rs. 55.3 billion to Rs. 60.7 billion. 
Foreign Trade Business also increased as compared to the corresponding period of last 
year. The Pre-tax profit of the Bank for the nine months period was Rs. 2.05 billion as 
against Rs. 1.49 billion during the corresponding period of last year.	

As part of the branch expansion plan, 28 new branches were opened during the nine 
months period. Additional new branches will inshallah be opened in the remaining part of 
the year.

Pakistan Credit Rating Agency (PACRA) has maintained the Bank's long term and short 
term entity ratings at AA (Double A) and A1+ (A One plus) respectively. These ratings 
denote a very low expectation of credit risk emanating from a very strong capacity for timely 
payment of financial commitments.

We are grateful to our customers for their support, to the State Bank of Pakistan for their 
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.

On behalf of the Board of Directors

Karachi: October 18, 2006
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		Note	 30-September	 31-December			
2006	 2005			

(Un-audited) 	 (Restated)		
(Rupees in '000)

ASSETS	

Cash and Balances with Treasury Banks	  	 8,923,406	 7,582,661	
Balances with Other Banks		 989,305	 1,088,891	
Lendings to Financial Institutions		 5,900,608	 3,352,747	
Investments	 4	 25,695,972	 19,757,665	
Advances	 5	 60,684,261	 55,303,779	
Other Assets		 2,136,816	 1,939,964	
Operating Fixed Assets		 3,583,770	 2,475,834	
Deferred Tax Assets		 Ð00	 Ð00			

107,914,138	 91,501,541

LIABILITIES	

Bills Payable		 1,725,501	 1,464,648	
Borrowings from Financial Institutions		 7,758,341	 6,275,868	
Deposits and Other Accounts	 7	 88,003,122	 75,795,858	
Sub-ordinated Loans	 8	 1,348,920	 1,349,460	
Liabilities against Assets subject to Finance Lease		 535,408	 345,011	
Other Liabilities		 2,136,242	 769,856	
Deferred Tax Liabilities - Net		 328,688	 254,746			

101,836,222	 86,255,447

NET ASSETS		 6,077,916	 5,246,094

REPRESENTED BY 	

Share Capital		 2,629,334	 2,191,112	
Reserves		 1,988,894	 1,729,514	
Unappropriated Profit		 1,101,325	 825,169			

5,719,553	 4,745,795		

Surplus on Revaluation of Assets - Net of Deferred Tax		 358,363	 500,299				

6,077,916	 5,246,094

CONTINGENCIES AND COMMITMENTS 	 9

The annexed notes 1 to 14 form an integral part of these condensed interim financial statements.

CONDENSED INTERIM BALANCE SHEET
AS AT 30 SEPTEMBER 2006
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CONDENSED INTERIM PROFIT AND LOSS ACCOUNT (UN-AUDITED)
FOR THE NINE MONTHS PERIOD ENDED 30 SEPTEMBER 2006

		Nine months period ended	Three months period ended	
Note	 30-September	 30-September	 30-September 	 30-September		

2006	 2005	 2006	 2005			
(Rupees in '000)

Mark-up / Return / Interest Earned		 5,634,946		 3,353,220		 1,962,938		 1,369,916	
Mark-up / Return / Interest Expensed		 (2,832,272	)	(1,363,491	)	(1,023,729	)	 (606,783	)

Net Mark-up / Return / Interest Income		 2,802,674		 1,989,729		 939,209		 763,133

(Provision) / Reversal of Provision against non-performing 
  Loans and Advances		 (6,563	)	 13,831		 (16,160	)	 3,535
Provision for diminution in the value of Investment		 (1,307	)	 (1,513	)	 Ð00		 Ð00
Bad debts written off directly		 Ð00		 Ð00		 Ð00		 Ð00				

(7,870	)	 12,318		 (16,160	)	 3,535	

Net Mark-up / Return / Interest Income after provisions		 2,794,804		 2,002,047		 923,049		 766,668

NON-MARK-UP / INTEREST INCOME	

Fee, Commission and Brokerage Income		 415,305		 369,173		 135,385		 130,311
Dividend Income		 33,721		 20,044		 20,392		 2,226
Income from trading in Government Securities		 Ð00		 76		 Ð00		 Ð00
Income from dealing in Foreign Currencies		 342,922		 218,902		 109,920		 80,590
Other Income	 10	 195,074		 103,319		 53,782		 43,558	

Total Non-Mark-up / Interest Income		 987,022		 711,514		 319,479		 256,685			

3,781,826		 2,713,561		 1,242,528		 1,023,353

NON-MARK-UP / INTEREST EXPENSES	

Administrative Expenses		 (1,734,664	)	(1,218,403	)	 (634,970	)	 (433,361	)
Other Assets written off		 Ð00		 Ð00		 Ð00		 Ð00
Other Charges		 (12	)	 (192	)	 Ð00		 (112	)	

Total Non-Mark-up / Interest Expenses		 (1,734,676	)	(1,218,595	)	 (634,970	)	 (433,473	)

PROFIT BEFORE TAXATION		 2,047,150		 1,494,966		 607,558		 589,880

Taxation	 - Current		 (648,672	)	 (542,240	)	 (193,128	)	 (221,403	)		
- Prior years		 (4,835	)	 (68,849	)	 (135	)	 Ð00		
- Deferred		 (96,743	)	 34,192		 (61,471	)	 2,319				

(750,250	)	 (576,897	)	 (254,734	)	 (219,084	)

PROFIT AFTER TAXATION		 1,296,900		 918,069		 352,824		 370,796

Basic Earning Per Share	 Rupees	 4.93		 3.49		 1.34		 1.41

The annexed notes 1 to 14 form an integral part of these condensed interim financial statements.
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					Reserves		
Share	 Reserve	 Statutory	 Special	 General 	 Unapp-	 Total				
Capital	 for Issue	 Reserve	 Reserve	 Reserve	 ropriated				

of Bonus				 Profit						
Shares									

(Rupees in Ô000)

Balance as at 31 December 2004	
as previously stated	 1,352,539		 473,389		 770,202		 126,500		 540,000		 11,715		 3,274,345

Effect of change in accounting policy with	
respect to bonus shares	 Ð00		 (473,389	)	 Ð00		 Ð00		 Ð00		 473,389		 Ð00

Balance as at 31 December 2004 as restated	 1,352,539		 Ð00		 770,202		 126,500		 540,000		 485,104		 3,274,345
Transfer from surplus on	

revaluation of fixed assets - net	 Ð00		 Ð00		 Ð00		 Ð00		 Ð00		 5,543		 5,543
Profit for the period	 Ð00		 Ð00		 Ð00		 Ð00		 Ð00		 918,069		 918,069
Total recognised income and	

expense for the period	 Ð00		 Ð00		 Ð00		 Ð00		 Ð00		 923,612		 923,612
Transfer to statutory reserve	 Ð00		 Ð00		 183,614		 Ð00		 Ð00		 (183,614	)	 Ð00
Issue of bonus shares	 473,389		 Ð00		 Ð00		 Ð00		 Ð00		 (473,389	)	 Ð00	
Balance as at 30 September 2005 as restated	1,825,928		 Ð00		 953,816		 126,500		 540,000		 751,713		 4,197,957

Balance as at 30 September 2005	 1,825,928		 365,184		 953,816		 126,500		 540,000		 386,529		 4,197,957
Effect of change in accounting policy with	

respect to bonus shares	 Ð00		 (365,184	)	 Ð00		 Ð00		 Ð00		 365,184		 Ð00	
Balance as at 30 September 2005 as restated	1,825,928		 Ð00		 953,816		 126,500		 540,000		 751,713		 4,197,957	
Transfer from surplus on	

revaluation of fixed assets - net	 Ð00		 Ð00		 Ð00		 Ð00		 Ð00		 1,848		 1,848
Profit for the period	 Ð00		 Ð00		 Ð00		 Ð00		 Ð00		 545,990		 545,990
Total recognised income and	

expense for the period	 Ð00		 Ð00		 Ð00		 Ð00		 Ð00		 547,838		 547,838
Transfer to statutory reserve	 Ð00		 Ð00		 109,198		 Ð00		 Ð00		 (109,198	)	 Ð00
Issue of bonus shares	 365,184		 Ð00		 Ð00		 Ð00		 Ð00		 (365,184	)	 Ð00
Balance as at 31 December 2005 as restated	 2,191,112		 Ð00		 1,063,014		 126,500		 540,000		 825,169		 4,745,795

Balance as at 31 December 2005	
as previously stated	 2,191,112		 438,222		 1,063,014		 126,500		 540,000		 386,947		 4,745,795

Effect of change in accounting policy with	
respect to bonus shares	 Ð00		 (438,222	)	 Ð00		 Ð00		 Ð00		 438,222		 Ð00

Balance as at 31 December 2005 as restated	 2,191,112		 Ð00		 1,063,014		 126,500		 540,000		 825,169		 4,745,795
Transfer from surplus on	

revaluation of fixed assets - net	 Ð00		 Ð00		 Ð00		 Ð00		 Ð00		 5,525		 5,525
Profit for the period	 Ð00		 Ð00		 Ð00		 Ð00		 Ð00		 1,296,900		 1,296,900
Total recognised income and	

expense for the period	 Ð00		 Ð00		 Ð00		 Ð00		 Ð00		 1,302,425		 1,302,425
Transfer to statutory reserve	 Ð00		 Ð00		 259,380		 Ð00		 Ð00		 (259,380	)	 Ð00
Final cash dividend paid for the year ended	

31 December 2005 	 Ð00		 Ð00		 Ð00		 Ð00		 Ð00		 (328,667	)	 (328,667	)
Issue of bonus shares	 438,222		 Ð00		 Ð00		 Ð00		 Ð00		 (438,222	)	 Ð00
Balance as at 30 September 2006	 2,629,334		 Ð00		 1,322,394		 126,500		 540,000		 1,101,325		 5,719,553

The annexed notes 1 to 14 form an integral part of these condensed interim financial statements.

CONDENSED INTERIM STATEMENT OF CHANGES IN EQUITY (UN-AUDITED)
FOR THE NINE MONTHS PERIOD ENDED 30 SEPTEMBER 2006
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				Nine months	 Nine months				
period to 	 period to		

Note		 30-September	 30-September				
2006	 2005				

(Rupees in '000)
CASH FLOW FROM OPERATING ACTIVITIES		

Profit before Taxation	 2,047,150		 1,494,966		
Less : Dividend Income	 (33,721	)	 (20,044	)				

2,013,429		 1,474,922		
Adjustments for:						

Depreciation	 137,923		 66,659			
Amortisation 	 50,680		 51,643			
Provision for Compensated Absences	 Ð00		 6,398			
Provision for diminution in the value of Investment	 1,307		 1,513			
Provision for defined benefit plan	 17,100		 11,035			
Provision / (Reversal of Provision) against non-performing			
  Loans and Advances	 6,563		 (13,831	)			
Financial Charges on Leased Assets	 36,519		 12,953			
Gain on disposal of Operating Fixed Assets	 (12,747	)	 (3,039	)			
Gain on sale of Listed Securities and redemption of units	 (69,150	)	 (24,413	)			
Income from trading in Government Securities	 Ð00		 (76	)				

168,195		 108,842				

2,181,624		 1,583,764		
(Increase) / Decrease in Operating Assets			

Lendings to Financial Institutions	 (2,547,861	)	 (2,721,861	)			
Advances	 (5,387,045	)	 (1,808,674	)			
Other Assets (Excluding Advance Taxation)	 (236,650	)	 (480,859)				

(8,171,556	)	 (5,011,394	)		
Increase / (Decrease) in Operating Liabilities			

Bills Payable	 260,853		 363,629			
Borrowings from Financial Institutions	 1,482,473		 (1,773,567	)			
Deposits and Other Accounts	 12,207,264		 8,191,633			
Other Liabilities (Excluding Provision for Taxation)	 717,378		 228,297					

14,667,968		 7,009,992				

8,678,036		 3,582,362			
Income Tax paid	 (30,291	)	 (449,295	)

Net Cash Flow from Operating Activities 	 8,647,745		 3,133,067	
(balance carried forward)

CONDENSED INTERIM CASH FLOW STATEMENT  (UN-AUDITED)

ABBAS D. HABIB
Chief Executive and
Managing Director

ALI RAZA D. HABIB
Chairman
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				Nine months	 Nine months				
period to 	 period to		

Note		 30-September	 30-September				
2006	 2005				

(Rupees in '000)
Net Cash Flow from Operating Activities
  (balance brought forward)	 8,647,745		 3,133,067

CASH FLOW FROM INVESTING ACTIVITIES		

Net Investments 	 (6,029,677	)	 (5,153,738	)		
Dividend received	 26,897		 20,044		
Investments in Operating Fixed Assets	 (953,545	)	 (696,138	)		
Sale proceeds of Vehicle and Equipment 	 16,792		 3,386	

Net Cash Flow from Investing Activities	 (6,939,533	)	 (5,826,446	)

CASH FLOW FROM FINANCING ACTIVITIES		

Redemption of Sub-ordinated Loan	 (540	)	 (540	)		
Repayment of Finance Lease Obligations	 (143,969	)	 (44,969	)		
Dividend paid	 (322,544	)	 (280	)

Net Cash Flow from Financing Activities	 (467,053	)	 (45,789	)		

Increase / (Decrease) in Cash and Cash Equivalents	 1,241,159		 (2,739,168	)		
Cash and Cash Equivalents at beginning of the period	 8,671,552		 10,527,106		

Cash and Cash Equivalents at end of the period	 9,912,711		 7,787,938

CASH AND CASH EQUIVALENTS	

Cash and Balances with Treasury Banks	 8,923,406		 7,084,507	
Balances with Other Banks	 989,305		 703,431				

9,912,711		 7,787,938

The annexed notes 1 to 14 form an integral part of these condensed interim financial statements.

FOR THE NINE MONTHS PERIOD ENDED 30 SEPTEMBER 2006
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE NINE MONTHS PERIOD ENDED 30 SEPTEMBER 2006

1.	 STATUS AND NATURE OF BUSINESS	

Bank AL Habib Limited (the Bank) was incorporated in Pakistan on 15 October 1991 
as a public limited company under the Companies Ordinance, 1984 having its registered 
office at 126-C, Old Bahawalpur Road, Multan with 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 
128 branches (2005: 100 branches), including Offshore Banking Units (OBUs) in the 
Kingdom of Bahrain and Karachi Export Processing Zone and an Islamic Banking 
branch in Karachi.						

2.	 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES	

These financial statements are un-audited and are being submitted as required by 
Section 245 of the Companies Ordinance, 1984. These are presented in condensed 
form in accordance with the requirements of International Accounting Standard 34, 
ÒInterim Financial ReportingÓ and BSD Circular Letter No. 02 dated 12 May 2004 of 
the State Bank of Pakistan. They do not include all of the information required for full 
annual financial statements and should be read in conjunction with the financial 
statements of the Bank as at and for the year ended 31 December 2005.		

During 2005, the Securities and Exchange Commission of Pakistan notified the Islamic 
Financial Accounting Standard-1 issued by the Institute of Chartered Accountants of 
Pakistan relating to accounting for Murabaha transactions undertaken by a bank, 
effective for financial periods beginning on or after 01 January 2006. The standard 
has not been adopted by stand-alone Islamic branches of conventional banks pending 
resolution of certain issues, e.g. invoicing of goods, recording of inventories, concurrent 
application with other approved accounting standards in place for conventional banks, 
etc.	

The accounting policies for the preparation of these financial statements are the same 
as those applied in the preparation of the financial statements for the preceding year 
ended 31 December 2005 except for the following:	

During the period the Institute of Chartered Accountants of Pakistan issued a circular 
number 06-2006 dated 19 June 2006 which requires that all declarations of dividends 
to holders of equity instruments including declaration of bonus issues and other 
appropriations except appropriations which are required by law after the balance sheet 
date, should not be recognized as liabilities or change in reserves at the balance sheet 
date. Previously, declarations of bonus issues to holders of equity instruments and 
transfers to reserves relating to profit for the year although declared subsequent to 
year end, were accounted for in the year to which those related. This change has 
been applied retrospectively and comparatives have been restated.	

3.	 ESTIMATES	

The preparation of interim financial statements require management to make judgements, 
estimates and assumptions that affect the application of accounting policies and the 
reported amounts of assets and liabilities, income and expenses. Actual results may 
differ from these estimates.	

The significant judgements made by management in applying the accounting policies 
and the key sources of estimates uncertainty were the same as those that applied to 
financial statements as at and for the year ended 31 December 2005.
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4.	 INVESTMENTS					
30 September 2006			 31 December 2005				

Held by	 Given as	 Total	 Held by	 Given as	 Total				
Bank	 Collateral		 Bank	 Collateral						

(Rupees in '000)										

Available for Sale Securities								

Market Treasury Bills	 14,433,935	 964,004	 15,397,939	 5,245,132	 Ð00	 5,245,132	
Pakistan Investment Bonds	 1,421,624	 Ð00	 1,421,624	 1,718,570	 Ð00	 1,718,570		
Ordinary Shares of Listed			

Companies and Closed End			
Mutual Funds	 511,682	 Ð00	 511,682	 385,451	 Ð00	 385,451		

Ordinary shares of 		
   Unlisted Companies	 35,700	 Ð00	 35,700	 35,700	 Ð00	 35,700		
Term Finance Certificates		
   Ð Listed	 74,848	 Ð00	 74,848	 24,814	 Ð00	 24,814		
Open Ended Mutual Funds	 394,332	 Ð00	  394,332	 380,757	 Ð00	 380,757		
S.W.I.F.T.	 3,295	 Ð00	 3,295	 1,657	 Ð00	 1,657				

16,875,416	 964,004	 17,839,420	 7,792,081 	 Ð00	 7,792,081	

Held to Maturity Securities								

Market Treasury Bills	 3,953,281	 Ð00	 3,953,281	 7,526,139	 510,189	 8,036,328 		
Pakistan Investment Bonds	 2,426,157	 Ð00	 2,426,157	  2,463,871	 Ð00	 2,463,871 		
Government of Pakistan 			

Sukuk Bonds	 25,000	 Ð00	  25,000	 Ð00	 Ð00	 Ð00		
Term Finance Certificates							
Ð	Listed	 358,372	 Ð00	 358,372	 375,064	 Ð00	 375,064
Ð	Unlisted	  261,869	 Ð00	  261,869	 270,618	 Ð00	 270,618
Unlisted WAPDA Bonds	  600,051	 Ð00	  600,051	  600,074	 Ð00	 600,074				

7,624,730	 Ð00	 7,624,730	  11,235,766	 510,189	 11,745,955	

Associates		
Ð	Habib Sugar Mills Limited	 21,142	 Ð00	 21,142	 21,142	 Ð00	  21,142
Ð	Habib Asset Management Ltd.	13,500	 Ð00	 13,500	 Ð00	 Ð00	 Ð00	

Subsidiary		
Ð	AL Habib Capital Markets				

(Private) Limited	 200,000	 Ð00	 200,000	 200,000	 Ð00	 200,000	
   Provision for diminution in			

the value of Investment	 (2,820	)	 Ð00		  (2,820	)	  (1,513	)	 Ð00		 (1,513	)				

24,731,968		 964,004		 25,695,972		 19,247,476		 510,189		 19,757,665

4.1	 The market value of held to maturity securities at 30 September 2006 amounted to Rs. 7,408 million (2005:		
 Rs. 11,722 million).
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5.	 ADVANCES								
30 September	31 December					

2006	 2005					
(Rupees in '000) 	

Loans, cash credits, running finances, etc.							
Ð	In Pakistan			 53,784,275		 50,556,118	

Net investment in finance lease							
Ð	In Pakistan			 265,577		 Ð00	

Bills discounted and purchased 	
(excluding Treasury Bills)					

Ð	Payable in Pakistan			 2,390,481		 1,940,593		
Ð	Payable outside Pakistan			  4,471,086		 3,029,289						

6,861,567		 4,969,882						

60,911,419		 55,526,000		

Provision for non-performing advances 			 (227,158	)	 (222,221	)						

60,684,261		 55,303,779		

5.1	 Advances include Rs. 384.976 million (2005: Rs. 383.393 million) which have 			
been placed under non-performing status as detailed below:				

Category of Classification	 Domestic	 Provision 	 Provision					
Required	 Held					

(Rupees in '000)			

Substandard	 15,521		 1,553 		 1,553			
Doubtful	 44,410		 22,211		 22,211 			
Loss	 325,045		 176,325		 176,325			
General Provision	 Ð00		 Ð00		 27,069				

384,976		 200,089		 227,158
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6.	 OPERATING FIXED ASSETS	

6.1	 Following is the cost of operating fixed assets added during the period					

Nine months	 Nine months					
period to	 period to					

30 September	30 September					
2006	 2005					

(Rupees in Ô000)			

Improvements to Leasehold Buildings	 27,821	 6,388			
Land and Buildings	 518,604	 253,419			
Equipments and Furniture and Fixtures			
Ð  Owned	 53,683	 24,734			
Ð  Leased	 186,140	 35,718					

239,823	 60,452			
Vehicles			
Ð 	Owned	 381	 704			
Ð 	Leased	 111,707	 64,665					

112,088	 65,369			
Intangible Assets - Computer Software	 13,574	 4,948					

911,910	 390,576	

6.2	 Following is the cost of operating fixed assets				
disposed off during the period			

Equipments and Furniture and Fixtures 	 2,509	 3,654			
Vehicles	 2,954	 1,654					

5,463	 5,308

7.	 DEPOSITS AND OTHER ACCOUNTS	 30 September	 31 December					
2006	 2005					

(Rupees in Ô000)	
7.1	 Customers			

Ð	Fixed deposits	 32,392,992	 17,670,702			
Ð	Savings deposits	 16,067,502	 16,670,626			
Ð	Current accounts - Remunerative	 12,221,331	 15,951,090			
Ð	Current accounts - Non-remunerative	 26,522,378	 24,112,578					

87,204,203	 74,404,996	

7.2	 Financial Institutions			
Ð	Remunerative deposits	 639,060	 1,171,981			
Ð	Non-remunerative deposits	 159,859	 218,881					

798,919	 1,390,862					

88,003,122	 75,795,858
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8.	 SUB-ORDINATED LOANS	 30 September	 31 December			
2006	 2005			

(Rupees in Ô000)	

Term Finance Certificates (TFCs)	 1,348,920	 1,349,460

The Bank has raised sub-ordinated loan by issuing rated, listed and un-secured 
subordinated term finance certificates as Tier II capital in accordance with the guidelines 
issued by the State Bank of Pakistan to support the Bank's growth and improvement 
in Capital Adequacy Ratio. The salient features of this instrument are as follows:						

Total issue	 Rupees 1,350 million		
Rating	 AA-		
Rate	 Payable six monthly on January 15 and July 15	
   		 at average six months KIBOR plus 150 bps	
Floor	 3.50%		
Ceiling	 10.00%		
Repayment	 8 Years		
Redemption	 6 - 78th month: 0.25%				

84th month: 33.25%				
90th month: 33.25%				
96th month: 33.25%		

Maturity Date	 15 July 2012

9.	 CONTINGENCIES AND COMMITMENTS	 30 September	 31 December			
2006	 2005			

(Rupees in Ô000)	

9.1	 Direct Credit Substitutes		
Acceptances	 4,383,025	 5,673,637	

9.2	 Transaction-related Contingent Liabilities		

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

Ð  Government	 3,068,179	 2,398,648		
Ð  Financial Institutions	 111,159	 85,787		
Ð  Others	 1,775,662	 1,429,259	

9.3	 Trade-related Contingent Liabilities 		

Letters of Credit	 18,945,412	 16,227,514
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	9.4	 Other Contingencies			

The income tax assessments of the Bank have been finalised upto tax year 2004 
(accounting year ended 31 December 2003). The Income Tax Department has 
filed appeals against the appellate order relating to the assessment years 1995-
1996, 2000-2001, 2001-2002, 2002-2003 and Tax years 2003 and 2004 before 
the Income Tax Appellate Tribunal (ITAT) on which the tax liability, if any, of 
Rs. 40 million may arise. The Bank, based on the earlier decisions at ITAT level 
in previous years and the tax advisor's opinion, is confident of a favourable 
outcome and expects that no additional liability would arise.				

30 September	 31 December			
2006	 2005			

(Rupees in Ô000)	

9.5	 Commitments in respect of forward lending						

Commitments to extend credit	 621,537	 345,000		

9.6	 Commitments in respect of forward		
  exchange contracts						

Purchase	 4,981,295	  3,445,614		
Sale	 6,672,877	 5,884,600			

The maturities of above contracts are spread over	
   	    a period of one year.		

9.7	 Commitments for the acquisition of operating		
  fixed assets	 752,567	 158,039		

9.8	 Commitments in respect of operating leases						

Not later than one year	 8,455	 60,608		
Later than one year and not later than five years	 2,142	 3,519			

10,597	 64,127			

The Bank has entered into operating lease arrangements whereby equipments 
and vehicles are	 acquired on lease. The lease rentals are payable over a period 
upto 27 months.
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10.	 OTHER INCOME			
Nine months	 Nine months			

period to 	 period to			
30 September	 30 September 			

2006	 2005			
(Rupees in Ô000)		

Gain on sale of Listed Securities	 46,718	 7,502		
Gain on redemption of units of Open Ended Mutual Fund	 22,432	 16,911		
Gain on disposal of Operating Fixed Assets	 12,747	 3,039		
Other receipts	 113,177	 75,867			

195,074	 103,319

11.	 ISLAMIC BANKING BUSINESS	

The Bank is currently operating with one Islamic Banking branch. The key financial figures of the Islamic 
Banking business at period end are as follows:			

30 September	 31 December 			
2006	 2005			

(Rupees in Ô000)		

Islamic Banking funds	 100,000	 100,000		
Deposits and Other Accounts	 576,464	 68,143		
Due to Head Office	 18,536	 516,334		
Murabaha Financing	 227,565	 674,879		
Ijara Financing	 265,577	 Ð00

12.	 RELATED PARTY TRANSACTIONS		

Parties are considered to be related if one party has the ability to control the other party or exercise 
significant influence over the other party in making financial or operational decisions and include 
major shareholders, associated companies with or without common directors, retirement benefit funds, 
directors, key management personnel and their close family members.		

Banking transactions with the related parties are executed substantially on the same terms, including mark-
up rates and collateral, as those prevailing at the time for comparable transactions with unrelated parties 
and do not involve more than a normal risk (i.e. under the comparable uncontrolled price method).		
Contributions to and accruals in respect of staff retirements and other benefit plans are made in accordance 
with the actuarial valuations / terms of the contribution plan. Remuneration to the executives are determined 
in accordance with the terms of their appointment.
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	Details of transactions with related parties and balances with them as at the period-end were as follows:				

30 September	 31 December 				
2006	 2005				

(Rupees in Ô000)	

i	 Advances			

Advances outstanding at beginning of the period	 271,989		 266,313		
Advances given during the period	 165,966		 26,624	
Advances repaid during the period	 (185,555	)	 (20,948	)		

Advances outstanding at the end of the period	 252,400		 271,989	

ii	 Deposits		

Deposits at beginning of the period	 254,594		 135,220		
Deposits received during the period	 22,469,599		 15,155,842		
Deposits repaid during the period	 (22,526,529	)	 (15,036,468	)		

Deposits at the end of the period	 197,664		 254,594				

Nine months	 Nine months				
period to 	 period to				

30 September	 30 September 				
2006	 2005				

(Rupees in Ô000)	

iii	 Mark-up / Interest expensed	 3,528		 1,346		
iv	 Mark-up / Interest earned / bank charges recovered	 17,153		 9,598	
v	 Contribution to staff provident fund	 26,828		 17,733	
vi	 Insurance premium paid	 48,665		 41,730	
vii	 Insurance claim received	 2,958		 5,667	
viii	 Dividend income on investment	 2,004		 4,008	
ix	 Dividend paid	 5,467		 Ð00	

x	 Compensation to key management personnel		

Key management personnel are those persons having authority and responsibility for planning, 
directing and controlling the activities of the Bank, directly or indirectly, including any director (whether 
executive or otherwise) of the entity.
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ANWAR HAJI KARIM
Director

ABBAS D. HABIB
Chief Executive and
Managing Director

IMTIAZ ALAM HANFI
Director

ALI RAZA D. HABIB
Chairman

			Nine months	 Nine months			
period to 	 period to				

30 September	 30 September 				
2006	 2005				

(Rupees in Ô000)		

Salaries and allowances	 44,069		 34,949		

Bonus	 6,145		 2,642		

Charge for Compensated Absences	 Ð00		 2,415		

Contribution to defined benefit plan	 596		 645		

Contribution to defined contribution plan	 1,898		 1,763		

Non executive directorsÕ fee, allowances and other expenses	 380		 48		

The Chief Executive, Executive Director and Key Management Personnel are also provided with bank 
maintained cars in accordance with the terms of the employment.

13.	 GENERAL

13.1	 The figures have been rounded off to the nearest thousand rupees.		

14.	 DATE OF AUTHORIZATION 					

These condensed interim financial statements were authorized for issue by the Board of Directors in their 
meeting held on 18 October 2006.
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and

AL Habib Capital Markets (Private) Limited

(Subsidiary Company)
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		Note	 30-September	 31-December			
2006	 2005			

(Un-audited) 	 (Restated)		
(Rupees in '000)

ASSETS	

Cash and Balances with Treasury Banks	  	 8,941,573	 7,582,667	
Balances with Other Banks		 989,305	 1,088,891	
Lendings to Financial Institutions		 5,900,608	 3,352,747	
Investments	 5	 25,657,515	 19,636,711	
Advances	 6	 60,720,992	 55,368,841	
Other Assets		 2,194,115	 1,972,544	
Operating Fixed Assets		 3,653,518	 2,536,357	
Deferred Tax Assets		 Ð00	 Ð00			

108,057,626	 91,538,758

LIABILITIES	

Bills Payable		 1,725,501	 1,464,648	
Borrowings from Financial Institutions		 7,758,342	 6,275,868	
Deposits and Other Accounts	 8	 87,988,435	 75,728,689	
Sub-ordinated Loans	 9	 1,348,920	 1,349,460	
Liabilities against Assets subject to Finance Lease		 540,420	 348,006	
Other Liabilities		 2,189,173	 788,550	
Deferred Tax Liabilities - Net		 328,644	 251,997			

101,879,435	 86,207,218

NET ASSETS		 6,178,191	 5,331,540

REPRESENTED BY 	

Share Capital		 2,629,334	 2,191,112	
Reserves		 1,988,894	 1,729,514	
Unappropriated Profit		 1,101,939	 812,645	
Minority Interest		 99,661	 97,970			

5,819,828	 4,831,241		

Surplus on Revaluation of Assets - net of deferred tax		 358,363	 500,299				

6,178,191	 5,331,540

CONTINGENCIES AND COMMITMENTS 	 10

The annexed notes 1 to 15 form an integral part of these consolidated condensed interim financial statements.

CONSOLIDATED CONDENSED INTERIM BALANCE SHEET
AS AT 30 SEPTEMBER 2006
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ANWAR HAJI KARIM
Director

ABBAS D. HABIB
Chief Executive and
Managing Director

IMTIAZ ALAM HANFI
Director

ALI RAZA D. HABIB
Chairman

CONSOLIDATED CONDENSED INTERIM PROFIT AND LOSS ACCOUNT (UN-AUDITED)
FOR THE NINE MONTHS PERIOD ENDED 30 SEPTEMBER 2006

		Nine months period ended	Three months period ended	
Note	 30-September	 30-September	 30-September 	 30-September		

2006	 2005	 2006	 2005			
(Rupees in '000)

Mark-up / Return / Interest Earned		 5,634,359		 3,353,220		 1,961,401		 1,369,916	
Mark-up / Return / Interest Expensed		 (2,831,919	)	(1,363,491	)	(1,023,628	)	 (606,783	)

Net mark-up / Return / Interest Income		 2,802,440		 1,989,729		 937,773		 763,133

Reversal / (Provision) against non-performing 
  Loans and Advances		 (6,563	)	 13,831		 (16,160	)	 3,535
Provision for diminution in the value of Investment		 (1,307	)	 (1,513	)	 Ð00		 Ð00
Bad debts written off directly		 Ð00		 Ð00		 Ð00		 Ð00				

(7,870	)	 12,318		 (16,160	)	 3,535	
Net Mark-up / Return / Interest Income after provisions		 2,794,570		 2,002,047		 921,613		 766,668

NON-MARK-UP / INTEREST INCOME	

Fee, Commission and Brokerage Income		 422,807		 369,173		 136,805		 130,311
Dividend Income		 33,721		 20,044		 20,392		 2,226
Income from trading in Government Securities		 Ð00		 76		 Ð00		 Ð00
Income from dealing in Foreign Currencies		 342,922		 218,902		 109,920		 80,590
Other Income	 11	 215,520		 103,319		 61,535		 43,558	

Total non-mark-up / Interest Income		 1,014,970		 711,514		 328,652		 256,685			
3,809,540		 2,713,561		 1,250,265		 1,023,353

NON-MARK-UP / INTEREST EXPENSES	

Administrative Expenses		 (1,756,091	)	(1,218,403	)	 (640,905	)	 (433,361	)
Other Assets written off		 Ð00		 Ð00		 Ð00		 Ð00
Other charges		 (12	)	 (192	)	 Ð00		 (112	)	

Total Non-Mark-up / Interest Expenses		 (1,756,103	)	(1,218,595	)	 (640,905	)	 (433,473	)			
2,053,437		 1,494,966		 609,360		 589,880	

Share of profit of Associate		 9,756		 3,051		 4,143		 2,833

PROFIT BEFORE TAXATION		 2,063,193		 1,498,017		 613,503		 592,713

Taxation	 - Current		 (649,201	)	 (542,240	)	 (194,743	)	 (221,403	)		
- Prior years		 (4,835	)	 (68,849	)	 (135	)	 Ð00		
- Deferred		 (97,428	)	 34,192		 (58,586	)	 2,319				

(751,464	)	 (576,897	)	 (253,464	)	 (219,084	)

PROFIT AFTER TAXATION		 1,311,729		 921,120		 360,039		 373,629	

Attributable to:	
Equity holders of parent		 1,310,038		 921,120		 359,014		 373,629	
Minority Interest		 1,691		 Ð00		 1,025		 Ð00				

1,311,729		 921,120		 360,039		 373,629

Basic Earning per share	 Rupees	 4.99		 3.50		 1.37		 1.42

The annexed notes 1 to 15 form an integral part of these consolidated condensed interim financial statements.
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IMTIAZ ALAM HANFI
Director

				Reserves		
Share	 Reserve	 Statutory	 Special	 General 	 Unapp-	 Total	 Minority	 Total				
Capital	 for Issue	 Reserve	 Reserve	 Reserve	 ropriated		 Interest			

of Bonus				 Profit						
Shares									

(Rupees in Ô000)

Balance as at 31 December 2004	
as previously stated	 1,352,539		 473,389		 770,202		 126,500		 540,000		 21,460		3,284,090		 Ð00		 3,284,090

Effect of change in accounting policy with	
respect to bonus shares	 Ð00		 (473,389	)	 Ð00		 Ð00		 Ð00		 473,389		 Ð00		 Ð00		 Ð00

Balance as at 31 December 2004 as restated	 1,352,539		 Ð00		 770,202		 126,500		 540,000		 494,849		3,284,090		 Ð00		 3,284,090
Transfer from surplus on	

revaluation of fixed assets - net	 Ð00		 Ð00		 Ð00		 Ð00		 Ð00		 5,543		 5,543		 Ð00		 5,543
Profit for the period	 Ð00		 Ð00		 Ð00		 Ð00		 Ð00		 921,120		 921,120		 Ð00		 921,120
Total recognised income and	

expense for the period	 Ð00		 Ð00		 Ð00		 Ð00		 Ð00		 926,663		 926,663		 Ð00		 926,663
Transfer to Statutory Reserve	 Ð00		 Ð00		 183,614		 Ð00		 Ð00		 (183,614	)	 Ð00		 Ð00		 Ð00
Issue of Bonus Shares	 473,389		 Ð00		 Ð00		 Ð00		 Ð00		 (473,389	)	 Ð00		 Ð00		 Ð00
Balance as at 30 September 2005 as restated	 1,825,928		 Ð00		 953,816		 126,500		 540,000		 764,509		4,210,753		 Ð00		 4,210,753

Balance as at 30 September 2005	 1,825,928		 365,184		 953,816		 126,500		 540,000		 399,325		4,210,753		 Ð00		 4,210,753
Effect of change in accounting policy with	

respect to bonus shares	 Ð00		 (365,184	)	 Ð00		 Ð00		 Ð00		 365,184		 Ð00		 Ð00		 Ð00
Balance as at 30 September 2005 as restated	 1,825,928		 Ð00		 953,816		 126,500		 540,000		 764,509		4,210,753		 Ð00		 4,210,753
Transfer from surplus on	

revaluation of fixed assets - net	 Ð00		 Ð00		 Ð00		 Ð00		 Ð00		 1,848		 1,848		 Ð00		 1,848
Profit for the period	 Ð00		 Ð00		 Ð00		 Ð00		 Ð00		 520,670		 520,670		 (2,030	)	 518,640
Total recognised income and	

expense for the period	 Ð00		 Ð00		 Ð00		 Ð00		 Ð00		 522,518		 522,518		 (2,030	)	 520,488
Transfer to Statutory Reserve	 Ð00		 Ð00		 109,198		 Ð00		 Ð00		 (109,198	)	 Ð00		 Ð00		 Ð00
Issue of Shares	 Ð00		 Ð00		 Ð00		 Ð00		 Ð00		 Ð00		 Ð00		 100,000		 100,000
Issue of bonus shares	 365,184		 Ð00		 Ð00		 Ð00		 Ð00		 (365,184	)	 Ð00		 Ð00		 Ð00
Balance as at 31 December 2005 as restated	 2,191,112		 Ð00		 1,063,014		 126,500		 540,000		 812,645		4,733,271		 97,970		 4,831,241

Balance as at 31 December 2005	
as previously stated	 2,191,112		 438,222		1,063,014		 126,500		 540,000		 374,423		4,733,271		 97,970		 4,831,241

Effect of change in accounting policy with	
respect to bonus shares	 Ð00		 (438,222	)	 Ð00		 Ð00		 Ð00		 438,222		 Ð00		 Ð00		 Ð00

Balance as at 31 December 2005 as restated	 2,191,112		 Ð00		 1,063,014		 126,500		 540,000		 812,645		4,733,271		 97,970		 4,831,241
Transfer from surplus on	

revaluation of fixed assets - net	 Ð00		 Ð00		 Ð00		 Ð00		 Ð00		 5,525		 5,525		 Ð00		 5,525
Profit for the period	 Ð00		 Ð00		 Ð00		 Ð00		 Ð00		1,310,038		1,310,038		 1,691		 1,311,729
Total recognised income and	

expense for the period	 Ð00		 Ð00		 Ð00		 Ð00		 Ð00		1,315,563		1,315,563		 1,691		 1,317,254
Transfer to Statutory Reserve	 Ð00		 Ð00		 259,380		 Ð00		 Ð00		 (259,380	)	 Ð00		 Ð00		 Ð00
Final cash dividend paid for the year ended	

December 31, 2005	 Ð00		 Ð00		 Ð00		 Ð00		 Ð00		 (328,667	)	(328,667	)	 Ð00		 (328,667	)
Issue of Bonus Shares	 438,222		 Ð00		 Ð00		 Ð00		 Ð00		 (438,222	)	 Ð00		 Ð00		 Ð00	
Balance as at 30 September 2006	 2,629,334		 Ð00		 1,322,394		 126,500		 540,000		1,101,939		5,720,167		 99,661		 5,819,828

The annexed notes 1 to 15 form an integral part of these consolidated condensed interim financial statements.

ANWAR HAJI KARIM
Director

ABBAS D. HABIB
Chief Executive and
Managing Director

ALI RAZA D. HABIB
Chairman

CONSOLIDATED CONDENSED INTERIM STATEMENT OF CHANGES IN EQUITY (UN-AUDITED)
FOR THE NINE MONTHS PERIOD ENDED 30 SEPTEMBER 2006
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			Nine months	 Nine months			
period to 	 period to		

Note		 30-September	 30-September				
2006	 2005				

(Rupees in '000)
CASH FLOW FROM OPERATING ACTIVITIES		

Profit before Taxation	 2,063,193		 1,498,017		
Less : Dividend Income	 (33,721	)	 (20,044	)				

2,029,472		 1,477,973		
Adjustments for:						

Depreciation	 139,467		 66,659			
Amortisation 	 51,805		 51,643			
Provision for Compensated Absences	 Ð00		 6,398			
Provision for diminution in the value of Investments	 1,307		 1,513			
Provision for defined benefit plan	 17,100		 11,035			
Provision / (Reversal of Provision) against non-performing			
  Loans and Advances	 6,563		 (13,831	)			
Financial charges on Leased Assets	 36,842		 12,953			
Share of profit from Associated Company	 (9,756	)	 (3,051	)			
Gain on disposal of Operating Fixed Assets	 (12,747	)	 (3,039	)			
Gain on sale of Listed Securities and redemption of units	 (69,150	)	 (24,413	)			
Income from trading in Government Securities	 Ð00		 (76	)			
Gain on remeasurement of held for trading Investment	 (22,200	)	 Ð00				

139,231		 105,791				

2,168,703		 1,583,764		
(Increase) / Decrease in Operating Assets			

Lendings to Financial Institutions	 (2,547,861	)	 (2,721,861	)			
Advances	 (5,358,715	)	 (1,808,674	)			
Other Assets (Excluding Advance Taxation)	 (197,284	)	 (480,859	)				

(8,103,860	)	 (5,011,394	)		
Increase / (Decrease) in Operating Liabilities			

Bills Payable	 260,853		 363,629			
Borrowings from Financial Institutions	 1,482,474		 (1,773,567	)			
Deposits and Other Accounts	 12,274,433		 8,191,633			
Other Liabilities (Excluding Provision for Taxation)	 701,708		 228,297					

14,719,468		 7,009,992			

Cash inflow / (outflow) before Tax	 8,784,311		 3,582,362			
Income Tax paid	 (31,357	)	 (449,295	)

Net Cash Flow from Operating Activities 	 8,752,954		 3,133,067	
(balance carried forward)

CONSOLIDATED CONDENSED INTERIM CASH FLOW STATEMENT  (UN-AUDITED)

ABBAS D. HABIB
Chief Executive and
Managing Director

ALI RAZA D. HABIB
Chairman
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			Nine months	 Nine months			
period to 	 period to		

Note		 30 September	 30 September				
2006	 2005				

(Rupees in '000)
Net Cash flow from Operating Activities
  (balance brought forward)	 8,752,954		 3,133,067

CASH FLOW FROM INVESTING ACTIVITIES		

Net Investments 	 (6,112,172	)	 (5,153,738	)		
Dividend received	 26,015		 20,044		
Investments in Operating Fixed Assets	 (957,017	)	 (696,138	)		
Sale proceeds of Vehicle and Equipment 	 14,898		 3,386	

Net Cash Flow from Investing Activities	 (7,028,276	)	 (5,826,446	)

CASH FLOW FROM FINANCING ACTIVITIES		

Redemption of Sub-ordinated Loan	 (540	)	 (540	)		
Repayment of finance lease obligations	 (142,274	)	 (44,969	)		
Dividend paid	 (322,544	)	 (280	)

Net Cash Flow from Financing Activities	 (465,358	)	 (45,789	)		

Increase / (Decrease) in Cash and Cash Equivalents	 1,259,320		 (2,739,168	)		
Cash and Cash Equivalents at the beginning of the period	 8,671,558		 10,527,106		

Cash and Cash Equivalents at the end of the period	 9,930,878		 7,787,938

CASH AND CASH EQUIVALENTS	

Cash and Balances with Treasury Banks	 8,941,573		 7,084,507	
Balances with Other Banks	 989,305		 703,431				

9,930,878		 7,787,938

The annexed notes 1 to 15 form an integral part of these consolidated condensed interim financial statements.

FOR THE NINE MONTHS PERIOD ENDED 30 SEPTEMBER 2006
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NOTES TO THE CONSOLIDATED CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE NINE MONTHS PERIOD ENDED 30 SEPTEMBER 2006

1.	 STATUS AND NATURE OF BUSINESS	

The group consists of:	
Ð Bank AL Habib Limited (Holding Company)	
Ð AL Habib Capital Markets (Private) Limited (Subsidiary Company)		

Bank AL Habib Limited (the Bank) was incorporated in Pakistan on 15 October 1991 as a public limited 
company under the Companies Ordinance, 1984 having its registered office at 126-C, Old Bahawalpur Road, 
Multan with 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 128 branches (2005: 100 branches) including Offshore Banking Unit (OBU) in the Kingdom of Bahrain 
and Karachi Export Processing Zone and an Islamic Banking branch in Karachi. The Bank has invested in 
66.67% shares of AL Habib Capital Markets (Private) Limited. The principal objective of the Company is to 
engage in the business of equity, money market and foreign exchange brokerage, equity research and 
corporate financial advisory and consultancy services. AL Habib Capital Markets (Private) Limited (the 
Company) was incorporated in Pakistan as a (Private) Limited Company on 23 August 2005 under the 
Companies Ordinance, 1984 and started operations from 14 December 2005.						

2.	 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES	

These financial statements are un-audited and are being submitted as required by Section 245 of the 
Companies Ordinance, 1984. These are presented in condensed form in accordance with the requirements 
of International Accounting Standard 34, ÒInterim Financial ReportingÓ and BSD Circular Letter No. 02 dated 
12 May 2004 of the State Bank of Pakistan. They do not include all of the information required for full annual 
financial statements and should be read in conjunction with the financial statements of the bank as at and 
for the year ended 31 December 2005.	

During 2005, the Securities and Exchange Commission of Pakistan notified the Islamic Financial Accounting 
Standard-1 issued by the Institute of Chartered Accountants of Pakistan relating to accounting for Murabaha 
transactions undertaken by a bank, effective for financial periods beginning on or after 01 January 2006. 
The standard has not been adopted by stand-alone Islamic branches of conventional banks pending resolution 
of certain issues, e.g. invoicing of goods, recording of inventories, concurrent application with other approved 
accounting standards in place for conventional banks, etc.     	

The accounting policies for the preparation of these financial statements are the same as those applied in 
the preparation of the financial statements for the preceding year ended 31 December 2005 except for the 
following:	

During the period the Institute of Chartered Accountants of Pakistan issued a circular number 06-2006 dated 
19 June 2006 which requires that all declarations of dividends to holders of equity instrument including 
declaration of bonus issues and other appropriations except appropriations which are required by law after 
the balance sheet date, should not be recognized as liabilities or change in reserves at the balance sheet 
date. Previously, all declarations of dividend to holders of equity instruments and transfers to reserves 
relating to profit for the year although declared subsequent to year end, were accounted for in the year to 
which those related. This change has been applied retrospectively and comparatives have been restated.

3.	 ESTIMATES	

The preparation of interim financial statements require management to make judgements, estimates and 
assumptions that affect the application of accounting policies and the reported amounts of assets and 
liabilities, income and expenses. Actual results may differ from these estimates.		

The significant judgements made by management in applying the accounting policies and the key sources 
of estimating uncertainty were the same as those that applied to financial statements as at and for the year 
ended 31 December 2005.	

4.	 BASIS OF CONSOLIDATION		

The basis of consolidation of the financial statements of subsidiary is same as that applied in the preparation 
of the consolidated financial statements of the group for the year ended 31 December 2005.
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5.	 INVESTMENTS					
30 September 2006			 31 December 2005				

Held by	 Given as	 Total	 Held by	 Given as	 Total				
Bank	 Collateral		 Bank	 Collateral						

(Rupees in '000)				

Available for Sale Securities								

Market Treasury Bills	 14,433,935	 964,004	 15,397,939	 5,245,132	 Ð00	 5,245,132	
Pakistan Investment Bonds	 1,421,624	 Ð00	 1,421,624	 1,718,570	 Ð00	 1,718,570		
Ordinary shares of Listed			

Companies and Closed End			
Mutual Funds	 511,682	 Ð00	 511,682	 385,451	 Ð00	 385,451		

Ordinary shares of 		
   Unlisted Companies	 35,700	 Ð00	 35,700	 35,700	 Ð00	 35,700		
Term Finance Certificates		
   Ð Listed	 74,848	 Ð00	 74,848	 24,814	 Ð00	 24,814		
Open Ended Mutual Funds	 394,332	 Ð00	 394,332	 380,757	 Ð00	 380,757		
S.W.I.F.T.	 3,295	 Ð00	 3,295	 1,657	 Ð00	 1,657				

16,875,416	 964,004	 17,839,420	 7,792,081 	 Ð00	 7,792,081	

Held to Maturity Securities								

Market Treasury Bills	 3,953,281	 Ð00	 3,953,281	 7,526,139	 510,189	 8,036,328 		
Pakistan Investment Bonds	 2,426,157	 Ð00	 2,426,157	  2,463,871	 Ð00	 2,463,871 		
Government of Pakistan 			

Sukuk Bonds	 25,000	 Ð00	 25,000	 Ð00	 Ð00	 Ð00		
Term Finance Certificates							
Ð	Listed	 358,372	 Ð00	 358,372	 375,064	 Ð00	 375,064
Ð	Unlisted	  261,869	 Ð00	 261,869	 270,618	 Ð00	 270,618
Unlisted WAPDA Bonds	  600,051	 Ð00	 600,051	  600,074	 Ð00	 600,074				

7,624,730	 Ð00	 7,624,730	  11,235,766	 510,189	 11,745,955	

Held for Trading Securities	

Ordinary shares of Listed		
Companies	 132,002	 Ð00	 132,002	 59,260	 Ð00	 59,260	

Associated Companies		

Ð	Habib Sugar Mills Limited	 50,683	 Ð00	 50,683	 40,928	 Ð00	  40,928
Ð	Habib Asset Management Ltd.	13,500	 Ð00	 13,500	 Ð00	 Ð00	 Ð00	

   Provision for diminution in			
the value of Investment	  (2,820	)	 Ð00		 (2,820	)	  (1,513	)	 Ð00		 (1,513	)				

24,693,511		 964,004		 25,657,515		 19,126,522		 510,189		 19,636,711

5.1	 The market value of held to maturity securities at 30 September 2006 amounted to Rs. 7,408 million (2005:		
 Rs. 11,722 million).
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6.	 ADVANCES								
30 September	31 December					

2006	 2005					
(Rupees in '000) 	

Loans, cash credits, running finances, etc.							
Ð	In Pakistan			 53,821,006		 50,621,180	

Net investment in finance lease		
Ð In Pakistan			 265,577		 Ð00	

Bills discounted and purchased 	
(excluding Treasury Bills)					

Ð	Payable in Pakistan			 2,390,481		 1,940,593		
Ð	Payable outside Pakistan			  4,471,086		 3,029,289						

6,861,567		 4,969,882						

60,948,150		 55,591,062		

Provision for non-performing advances 			 (227,158	)	 (222,221	)						

60,720,992		 55,368,841		

6.1	 Advances include Rs. 384.976 million (2005: Rs. 383.393 million) which have 			
been placed under non-performing status as detailed below:				

Category of Classification	 Domestic	 Provision 	 Provision					
Required	 Held					

(Rupees in '000)			

Substandard	 15,521		 1,553		 1,553					
Doubtful	 44,410		 22,211		 22,211 			
Loss	 325,045		 176,325		 176,325			
General Provision	 Ð00		 Ð00		 27,069				

384,976		 200,089		 227,158
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7.	 OPERATING FIXED ASSETS	

7.1	 Following is the cost of operating fixed assets added during the period					

Nine months	 Nine months					
period to	 period to					

30 September	30 September					
2006	 2005					

(Rupees in Ô000)			

Improvements to Leasehold Buildings	 27,821	 6,388			
Land and Buildings	 518,604	 253,419			
Equipments and Furniture and Fixtures			
Ð  Owned	 49,540	 24,734			
Ð  Leased	 186,140	 35,718					

235,680	 60,452			
Vehicles			
Ð 	Owned	 381	 704			
Ð 	Leased	 114,355	 64,665					

114,736	 65,369			
Intangible Assets	 13,574	 4,948					

910,415	 390,576	

7.2	 Following is the cost of operating fixed assets				
disposed off during the period			

Equipments and Furniture and Fixtures 	 2,748	 3,654			
Vehicles	 2,954	 1,654					

5,702	 5,308

8.	 DEPOSITS AND OTHER ACCOUNTS	 30 September	 31 December					
2006	 2005					

(Rupees in Ô000)	
8.1	 Customers			

Ð	Fixed deposits	 32,378,586	 17,670,702			
Ð	Savings deposits	 16,067,221	 16,603,476			
Ð	Current accounts - Remunerative	 12,221,331	 15,951,090			
Ð	Current accounts - Non-remunerative	 26,522,378	 24,112,559					

87,189,516	 74,337,827	

8.2	 Financial Institutions			
Ð	Remunerative deposits	 639,060	 1,171,981			
Ð	Non-remunerative deposits	 159,859	 218,881					

798,919	 1,390,862					

87,988,435	 75,728,689
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9.	 SUB-ORDINATED LOANS	 30 September	 31 December			
2006	 2005			

(Rupees in Ô000)	

Term Finance Certificates (TFCs)	 1,348,920	 1,349,460

The Bank has raised sub-ordinated loan by issuing rated, listed and un-secured 
subordinated term finance certificates as Tier II capital in the light of guidelines issued 
by the State Bank of Pakistan to support the Bank's growth and improvement in Capital 
Adequacy Ratio. The salient features of this instrument are as follows:						

Total issue	 Rupees 1,350 million		
Rating	 AA-		
Rate	 Payable six monthly on January 15 and July 15	
   		 at average six months KIBOR plus 150 bps	
Floor	 3.50%		
Ceiling	 10.00%		
Repayment	 8 Years		
Redemption	 6 - 78th month: 0.25%				

84th month: 33.25%				
90th month: 33.25%				
96th month: 33.25%		

Maturity Date	 15 July 2012

10.	 CONTINGENCIES AND COMMITMENTS	 30 September	 31 December			
2006	 2005			

(Rupees in Ô000)	

10.1	Direct Credit Substitutes		
Acceptances	 4,383,025	 5,673,637	

10.2	Transaction-related contingent liabilities		

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

Ð  Government	 3,068,179	 2,398,648		
Ð  Financial Institutions	 111,159	 85,787		
Ð  Others	 1,775,662	 1,429,259	

10.3	Trade-related Contingent Liabilities 		

Letters of credit	 18,945,412	 16,227,514
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	10.4	Other Contingencies			

The income tax assessments of the Bank have been finalised upto tax year 2004 (accounting 
year ended 31 December 2003). The Income Tax Department has filed appeals against the 
appellate order relating to the assessment years 1995-1996, 2000-2001, 2001-2002, 2002-
2003 and Tax years 2003 and 2004 before the Income Tax Appellate Tribunal (ITAT) on 
which the tax liability, if any, of  Rs. 40 million may arise. The Bank, based on the earlier 
decisions at ITAT level in previous years and the tax advisor's opinion, is confident of a 
favourable outcome and expects that no additional liability would arise.				

30 September	 31 December			
2006	 2005			

(Rupees in Ô000)	

10.5	Commitments in respect of forward lending			

Commitments to extend credit	 621,537	 345,000	

10.6	Commitments in respect of forward		
  exchange contracts		

Purchase	 4,981,295	  3,445,614		
Sale	 6,672,877	 5,884,600		

The maturities of above contracts are spread over	
   	    a period of one year.		

10.7	Commitments for the acquisition of operating		
  fixed assets	 752,567	 158,039	

10.8	Commitments in respect of operating leases				

Not later than one year	 8,455	 60,608		
Later than one year and not later than five years	 2,142	 3,519			

10,597	 64,127		

The Bank has entered into operating lease arrangements whereby equipments and vehicles 
are acquired on lease. The lease rentals are payable over a period upto 27 months.				

30 September	 31 December			
2006	 2005			

(Rupees in Ô000)	

10.9	Other Commitments						

Commitment in respect of resale transaction of		
  listed equity securities	 37,255	 65,526		

Commitment in respect of ready future transaction of		
  listed equity securities		

Purchase	 109,231	 Ð00		
Sale	 232,601	 Ð00
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11.	 OTHER INCOME			
Nine months	 Nine months			

period to 	 period to			
30 September	 30 September 			

2006	 2005			
(Rupees in Ô000)		

Gain on sale of Listed Securities	 46,718	 7,502		
Gain on redemption of units of Open Ended Mutual Fund	 22,432	 16,911		
Gain on remeasurement of Held for Trading Investments	 22,200	 Ð00		
Gain on disposal of Operating Fixed Assets	 12,747	 3,039		
Other receipts	 111,423	 75,867			

215,520	 103,319

12.	 ISLAMIC BANKING BUSINESS	

The Bank is currently operating with one Islamic Banking branch. The key financial figures of Islamic 
Banking business at period end are as follows:			

30 September	 31 December 			
2006	 2005			

(Rupees in Ô000)		

Islamic Banking funds	 100,000	 100,000		
Deposits and Other Accounts	 576,464	 68,143		
Due to Head Office	 18,536	 516,334		
Murabaha Financing	 227,565	 674,879		
Ijara Financing	 265,577	 Ð00

13.	 RELATED PARTY TRANSACTIONS		

Parties are considered to be related if one party has the ability to control the other party or exercise 
significant influence over the other party in making financial or operational decisions and include 
major shareholders, associated companies with or without common directors, retirement benefit funds, 
directors, key management personnel and their close family members.		

Banking transactions with the related parties are executed substantially on the same terms, including mark-
up rates and collateral, as those prevailing at the time for comparable transactions with unrelated parties 
and do not involve more than a normal risk (i.e. under the comparable uncontrolled price method).		
Contributions to and accruals in respect of staff retirements and other benefit plans are made in accordance 
with the actuarial valuations / terms of the contribution plan. Remuneration to the executives are determined 
in accordance with the terms of their appointment.	

Details of transactions with related parties and balances with them as at the period-end were as follows:
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				30 September	 31 December 				
2006	 2005				

(Rupees in Ô000)	

i	 Advances			

Advances outstanding at beginning of the period	 271,989		 266,313		
Advances given during the period	 165,966		 26,624	
Advances repaid during the period	 (185,555	)	 (20,948	)		

Advances outstanding at the end of the period	 252,400		 271,989	

ii	 Deposits		

Deposits at beginning of the period	 168,491		 135,220		
Deposits received during the period	 21,397,253		 14,855,842		
Deposits repaid during the period	 (21,382,764	)	 (14,822,571	)		

Deposits at the end of the period	 182,980		 168,491				

Nine months	 Nine months				
period to 	 period to				

30 September	 30 September 				
2006	 2005				

(Rupees in Ô000)	

iii	 Mark-up / Interest expensed	 3,168		 1,346		
iv	 Mark-up / Interest earned / bank charges recovered	 16,566		 9,598	
v	 Contribution to staff provident fund	 26,828		 17,733	
vi	 Insurance premium paid	 48,665		 41,730	
vii	 Insurance claim received	 2,958		 5,667	
viii	 Dividend income on investment	 2,004		 4,008	
ix	 Dividend paid	 5,467		 Ð00	

x	 Compensation to key management personnel		

Key management personnel are those persons having authority and responsibility for planning, 
directing and controlling the activities of the Bank, directly or indirectly, including any director (whether 
executive or otherwise) of the entity.

31



ANWAR HAJI KARIM
Director

ABBAS D. HABIB
Chief Executive and
Managing Director

IMTIAZ ALAM HANFI
Director

ALI RAZA D. HABIB
Chairman

			Nine months	 Nine months			
period to 	 period to				

30 September	 30 September 				
2006	 2005				

(Rupees in Ô000)		

Salaries and allowances	 49,387		 34,949		

Bonus	 6,145		 2,642		

Charge for Compensated Absences	 Ð00		 2,415		

Contribution to defined benefit plan	 596		 645		

Contribution to defined contribution plan	 2,228		 1,763		

Non-executive directorsÕ fee, allowances and other expenses	 380		 48		

The Chief Executives, Executive Director and Key Management Personnel are also provided with bank 
maintained cars in accordance with the terms of the employment.

14.	 GENERAL

14.1	 The figures have been rounded off to the nearest thousand rupees.		

15.	 DATE OF AUTHORIZATION 					

These consolidated condensed interim financial statements were authorized for issue by the Board of 
Directors in their meeting held on 18 October 2006.
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