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Directors' Report

The Directors are pleased to present the Nineteenth Annual Report together with the audited financial 
statements of the Bank for the year ended December 31, 2009.

The operating results and appropriations, as recommended by the Board, are given below:		

(Rupees in '000)Ê	

Profit for the year before tax 	 4,512,071	

Taxation		 (1,655,777	)	

Profit for the year after tax	 2,856,294	

Unappropriated profit brought forward	 2,118,986	

Transfer from surplus on revaluation of fixed assets Ð net of tax	 30,713				

2,149,699	

Profit available for appropriations	 5,005,993	

Appropriations:		

Transfer to Statutory Reserve 	 (571,259	)		

Cash Dividend Ð 2008	 (598,173	)		

Issue of Bonus Shares Ð 2008	 (1,315,982	)				

(2,485,414	)	

Unappropriated profit carried forward	 2,520,579	

Basic / Diluted earnings per share - after tax	 Rs. 4.68

For the year ended December 31, 2009, the Directors propose a cash dividend of 20%, i.e., Rs. 2/- per 
share and bonus shares of 20%, i.e., 20 shares for every 100 shares held.

Performance Review

Alhamdolillah, the performance of your Bank continued to be satisfactory during the year. Deposits rose 
to Rs. 189,280 million against Rs. 144,390 million a year earlier, while advances increased to Rs. 105,985 
million from Rs. 100,197 million. Foreign Trade Business handled by the Bank during the year was Rs. 
283,044 million. Profit before tax for the year increased to Rs. 4,512 million as compared to Rs. 3,579 million 
last year, while profit after tax increased to Rs. 2,856 million against Rs. 2,425 million last year. It may be 
mentioned that the net profit for the year 2009 was arrived at after making a general provision of Rs. 450 
million, which is over and above what is required in terms of Prudential Regulations of State Bank of Pakistan. 
This is being done in line with the BankÕs prudent policies and serves to provide further strength to the Bank.

During the year, the Bank opened 30 branches, bringing the network of branches to 255 which include six 
Islamic Banking Branches and one overseas branch in the Kingdom of Bahrain. As before, the Bank will 
continue to expand its branch network in various parts of the country.
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By the grace of Allah, in June 2009, the Bank successfully completed its third issue of rated, unsecured, 
and subordinated Term Finance Certificates (TFCs) amounting to Rs. 2,000 million, through private placement. 
This private placement was managed and arranged by your Bank. These TFCs qualify as Tier II capital of 
the Bank, which will support future growth in our operations.

During the year, four meetings of the Board were held and the attendance of each Director was as follows:	

 	 Total Number of	 Number of meetings	
Name of Director	 Board Meetings	 attended	

Mr. Ali Raza D. Habib 	 4	 4		
Mr. Abbas D. Habib	 4	 3			
Mr. Imtiaz Alam Hanfi	 4	 4			
Mr. Anwar Haji Karim	 4	 4			
Mr. Qumail R.  Habib	 4	 4			
Mr. Tariq Iqbal Khan	 4	 2			
Mr. Murtaza H. Habib	 4	 4			
Syed Mazhar Abbas	 4	 4			
Mr. Hasnain A. Habib	 4	 2			
Mr. Shameem Ahmed	 4	 3

Credit Rating

Alhamdollilah, Pakistan Credit Rating Agency Limited (PACRA) has upgraded the BankÕs long term entity 
rating to AA+ (Double A plus) from AA (Double A), while the short-term entity rating has been maintained 
at A1+ (A One plus). The ratings of our unsecured, subordinated TFCs have also been upgraded to AA 
(Double A) from AA- (Double A minus). These ratings denote a very low expectation of credit risk emanating 
from a very strong capacity for timely payment of financial commitments.

Future Outlook

After the global financial crisis of 2008 which affected the domestic markets as well, the prospects of returning 
to normalcy have improved in recent months. Nevertheless, market conditions remain vulnerable. As before, 
the Bank will Inshallah continue to strive for growth and progress.  

Audit Committee

The Audit Committee of the Bank comprises the following members:

Mr. S. Mazhar Abbas	 Chairman
Mr.  Ali Raza D. Habib
Mr. Anwar Haji Karim
Mr. Shameem Ahmed
Mr. Murtaza H. Habib

Auditors

The present auditors Messrs Ernst & Young Ford Rhodes Sidat Hyder, Chartered Accountants, retire and 
offer themselves for reappointment. As suggested by the Audit Committee, the Board of Directors has 
recommended their reappointment as auditors of the Bank for the year ending December 31, 2010, at a 
fee to be mutually agreed.
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Risk Management Framework

The Bank always had a risk management framework commensurate with the size of the Bank and the nature 
of its business. This framework has developed over the years and continues to be refined and improved. 
Its salient features are summarized below:

¥	 Credit risk is managed through the credit policies approved by the Board; a well-defined credit approval 
mechanism; use of internal risk ratings; prescribed documentation requirements; post-disbursement 
administration, review, and monitoring of credit facilities; and continuous assessment of credit worthiness 
of counterparties. Decisions regarding the credit portfolio are taken mainly by the Central Credit 
Committee. Credit Risk Management Committee of the Board provides overall guidance in managing 
the BankÕs credit risk.

¥	 Market risk is managed through the market risk policy approved by the Board; approval of counterparty 
limits and dealer limits; specific senior management approval for each investment; and regular review 
and monitoring of the investment portfolio by the BankÕs Asset Liability Management Committee (ALCO). 
In addition, the liquidity risk policy provides guidance in managing the liquidity position of the Bank, 
which is monitored on daily basis by the Treasury and the Middle Office. Risk Management Committee 
of the Board provides supervision and guidance in managing the BankÕs market and liquidity risks.

¥	 Operational risk is managed through the audit policy and the operational risk policy approved by the 
Board, along with the policy on prevention of frauds and forgeries; operational manuals and procedures 
issued from time to time; a system of internal controls and dual authorization for important transactions 
and safe-keeping; a Business Continuity Plan, including a Disaster Recovery Plan for I.T.; and regular 
audit of the branches. Audit Committee of the Board provides overall guidance in managing the BankÕs 
operational risk.   

In order to comply with SBPÕs guidelines on risk management, the Bank has established a separate Risk 
Management Division, including a Middle Office that independently monitors and analyses the risks inherent 
in our Treasury operations. The steps taken by the Division include: sensitivity testing of Government 
Securities portfolio; computation of portfolio duration and modified duration; analysis of forward foreign 
exchange gap positions; more detailed reporting of TFCs and equities portfolios; development of improved 
procedures for equities trading and settlements; and monitoring of off-market foreign exchange rates and 
foreign exchange earnings. During the year, the Division has further reviewed and updated existing policy 
covering treasury and investment. In addition, the cross-border country risk management policy was also 
reviewed and updated.

Statement on Corporate and Financial Reporting Framework

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

2.	 Proper books of account have been maintained by the Bank.
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3.	 Appropriate accounting policies have been consistently applied in preparation of the financial statements; 
changes, if any, have been adequately disclosed and accounting estimates are based on reasonable 
and prudent judgment.

4.	 International Accounting Standards, as applicable in Pakistan, have been followed in preparation of 
financial statements and departure therefrom, if any, has been adequately disclosed.	

5.	 The system of internal controls is sound in design and has been effectively implemented and monitored.

6.	 There has been no material departure from the best practices of corporate governance, as detailed 
in the listing regulations. 

7.	 There are no doubts upon the BankÕs ability to continue as a going concern.	

8.	 Key operating and financial data for last six years are summarized below:		

(Rupees in million)		

2009	 2008	 2007	 2006	 2005	 2004

Total customer deposits		 189,280	 144,390	 114,819	 91,420	 75,796	 62,171

Total advances		 105,985	 100,197	 79,224	 70,796	 55,304	 47,366

Profit before tax		 4,512	 3,579	 3,052	 2,689	 2,022	 1,039

Profit after tax		 2,856	 2,425	 2,211	 1,761	 1,464	 541

ShareholdersÕ Equity		 12,287	 9,967	 8,014	 6,186	 4,745	 3,274

Earnings per share *	 (Rs)	 4.68	 3.97	 3.62	 2.89	 2.40	 0.89

Cash Dividend 	 (%)	 20	 12.50	 15	 15	 15	 Ð0

Stock Dividend Ð Interim 	 (%)	 Ð	 Ð0	 Ð0	 Ð0	 20	 Ð0

                            Final   	 (%)	 20	 27.50	 30	 40	 20	 35		

20	 27.50	 30	 40	 40	 35

* Earnings per share from 2004 to 2008 have been recalculated based on the existing paid-up capital.            

Value of investments of Provident Fund and Gratuity Fund Schemes based on latest audited financial 
statements as at December 31, 2008 was as follows:	

(Rupees in Ô000)	

Provident Fund	 566,066		  	

Gratuity Fund	 175,402
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9.	 The pattern of shareholding and additional information regarding pattern of shareholding is given 
on pages 85-86.

10.	 No trade in the shares of the Bank was carried out by the Directors, CEO, CFO, Company Secretary 
and their spouses and minor children. 

General

Finally, we wish to thank our customers for their continued support and confidence, the State Bank of 
Pakistan for their guidance, and local and foreign correspondents for their cooperation. We also thank all 
our staff members who have worked hard to achieve satisfactory results in these challenging times.	

On behalf of the Board of Directors	

ALI RAZA D. HABIB
Karachi: February 25, 2010	 Chairman
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Statement of Compliance with the Code of Corporate Governance
for the year ended December 31, 2009

This statement is being presented to comply with the Code of Corporate Governance contained in listing 
regulations of the Karachi, Lahore and Islamabad Stock Exchanges for the purpose of establishing a 
framework of good governance, whereby a listed company is managed in compliance with the best practices 
of corporate governance.

The Bank has applied the principles contained in the Code in the following manner:	

1.	 The Bank encourages representation of non-executive directors on its Board of Directors. At present 
the Board includes eight (8) non-executive directors. 

2.	 The directors have confirmed that none of them is serving as a director in more than ten listed 
companies, including the Bank, except for the nominee director of National Investment Trust (NIT).

3.	 All the directors of the Bank are registered as taxpayers and none of them has defaulted in payment 
of any loan to a banking company, a DFI or an NBFI or, being a member of a stock exchange, has 
been declared as a defaulter by that stock exchange.

4.	 No casual vacancy occurred in the Board during the year. 

5.	 The BankÕs ÒStatement of Ethics and Business PracticesÓ, has been signed by all the directors and 
employees. 

6.	 The Board has developed a vision/mission statement, overall corporate strategy and significant policies 
of the Bank. A complete record of particulars of significant policies along with the dates on which they 
were approved or amended has been maintained. 

7.	 All the powers of the Board have been duly exercised and decisions on material transactions, including 
appointment and determination of remuneration and terms and conditions of employment of the CEO 
and Executive Director, have been taken by the Board.

8.	 The meetings of the Board were presided over by the Chairman and, in his absence, by a director 
elected by the Board for this purpose and the Board met at least once in every quarter. Written notices 
of Board meetings, along with agenda and working papers, were circulated at least seven days before 
the meetings. The minutes of the meetings were appropriately recorded and circulated.

9.	 The directors of the Bank are well conversant with their duties and responsibilities.	 

10.	 The Board has approved appointment of Chief Financial Officer, Company Secretary and Head of 
Internal Audit, including their remuneration and terms and conditions of employment. No new 
appointments in these positions were made during the year.

11.	 The DirectorsÕ report for this year has been prepared in compliance with the requirements of the Code 
and fully describes the salient matters required to be disclosed.

12.	 The financial statements of the Bank were duly endorsed by CEO and CFO before approval of the 
Board.
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13.	 The directors, CEO and executives do not hold any interest in the shares of the Bank other than that 
disclosed in the pattern of shareholding.

14.	 The Bank has complied with all the corporate and financial reporting requirements of the Code.

15.	 The Board has formed an Audit Committee comprising five (5) non-executive directors as members 
including the Chairman of the Committee.

16.	 Meetings of the Audit Committee were held at least once in every quarter prior to approval of interim 
and final results of the Bank as required by the Code. The terms of reference of the committee have 
earlier been revised in accordance with the Code and advised to the committee for compliance.

17.	 The Bank has an effective internal audit division that is manned by experienced and qualified personnel. 
The audit team is conversant with the policies and procedures of the Bank and is involved in the 
internal audit function on a full time basis. 

18.	 The statutory auditors of the Bank have confirmed that they have been given a satisfactory rating 
under the quality control review programme of the Institute of Chartered Accountants of Pakistan, that 
they or any of the partners of the firm, their spouses and minor children do not hold shares of the Bank 
and that the firm and all its partners are in compliance with International Federation of Accountants 
(IFAC) guidelines on code of ethics as adopted by Institute of Chartered Accountants of Pakistan.

19.	 The statutory auditors or the persons associated with them have not been appointed to provide other 
services except in accordance with the listing regulations and the auditors have confirmed that they 
have observed IFAC guidelines in this regard.

20.	 We confirm that all the other material principles contained in the code have been complied with.			

On behalf of the Board of Directors	

ALI RAZA D. HABIB
Karachi: February 25, 2010	 Chairman
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Review Report to the Members on Statement of Compliance with  
the Best Practices of the Code of Corporate Governance

We have reviewed the Statement of Compliance (the statement) with the best practices contained in the 
Code of Corporate Governance (the Code) for the year ended 31 December 2009 prepared by the Board 
of Directors of Bank AL Habib Limited (The Bank) to comply with the Listing Regulations of the Karachi, 
Lahore and Islamabad Stock Exchanges, where the Bank is listed.	

The responsibility for compliance with the Code is that of the Board of Directors of the Bank. Our 
responsibility is to review, to the extent where such compliance can be objectively verified, whether the 
Statement reflects the status of the BankÕs compliance with the provisions of the Code and report if it 
does not. A review is limited primarily to inquiry of the BankÕs personnel and review of various documents 
prepared by the Bank to comply with the Code.

As part of our audit of 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 
have not carried out any special review of the internal control systems to enable us to express an 
opinion as to whether the Board's statement on internal control covers all controls and the effectiveness 
of such internal controls.

Further, Sub-Regulation (Xiii a) of Listing Regulation 35 notified by the Karachi Stock Exchange (Guarantee) 
Limited vide circular number KSE/N-269 dated 19 January 2009 requires the Bank to place before the 
Board of Directors for their consideration and approval related party transactions, distinguishing between 
transactions carried out on terms equivalent to those that prevail in armÕs length transactions and 
transactions which are not executed at armÕs length price, recording proper justification for using such 
alternate pricing mechanism. Further, all such transactions are also required to be separately placed 
before the Audit Committee. We are only required and have ensured compliance of requirement to the 
extent of approval of related party transactions by the Board of Directors and placement of such 
transactions before the Audit Committee. We have not carried out any procedure to determine whether 
the related party transactions were undertaken at armÕs length price or not.

Based on our review, nothing has come to our attention which causes us to believe that the Statement 
does not appropriately reflect the Bank's compliance, in all material respects, with the best practices 
contained in the Code, as applicable to the Bank for the year ended 31 December 2009.		

Ernst & Young Ford Rhodes Sidat Hyder
Karachi: February 25, 2010  	 Chartered Accountants	

Audit Engagement Partner: Arslan Khalid



Statement on Internal Controls

The Management of the Bank is responsible for establishing the Internal Control System with the main 
objectives of ensuring effectiveness and efficiency of operations; reliability of financial reporting; safeguarding 
of assets; and compliance with applicable laws and regulations. The Internal Control System has evolved 
over the years, as it is an ongoing process and is included in the BankÕs policies, procedures, financial limits, 
etc., as detailed in various manuals, circulars and instructions issued by the Bank. This system continues 
to be reviewed, refined and improved from time to time and immediate corrective action is taken to minimize 
risks which are inherent in banking business and operations. 

The Internal Control Systems are reviewed by the Internal Auditors as well as External Auditors and their 
findings and recommendations are reported to the management and to the Audit Committee of the Board, 
and corrective action is taken to address control deficiencies and for improving procedures and systems 
as they are identified. The Board, acting through the Audit Committee, provides supervision and overall 
guidance in improving the effectiveness of the Internal Control System. 

While the Internal Control System is effectively implemented and monitored, there are inherent limitations 
in the effectiveness of any system, including the possibility of human error or system failure and circumvention 
or overriding of controls. Accordingly, even an effective Internal Control System can only provide reasonable 
but not absolute assurance that the systemÕs objective will be achieved. 

During the year under review, we have endeavoured to follow guidelines issued by State Bank of Pakistan 
on internal controls and to incorporate these guidelines in the BankÕs existing Internal Control System for 
evaluation and management of significant risks and we will endeavor to further improve our Internal Control 
System during 2010.

M. SALEEM CHASHMAWALA
Head of Internal Audit

A. SAEED SIDDIQUI
Company Secretary

Board of DirectorsÕ Remarks on the 
ManagementÕs Evaluation of Internal Controls

Keeping in view the feedback received by the Board of Directors from the Audit Committee, and reports 
submitted as to the business policies and major risk related decisions taken by the management, the Board 
of Directors endorse managementÕs evaluation of Internal Controls.		

On behalf of the Board of Directors	

ALI RAZA D. HABIB
Karachi: February 25, 2010	 Chairman

Karachi: February 25, 2010

BankAL Habib
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Auditors' Report to the Members

We have audited the annexed balance sheet of Bank AL Habib Limited (the Bank) as at  31 December 2009, 
and the related profit and loss account, statement of comprehensive income, 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 fifteen branches which have been audited by us and we state that we have obtained all the information 
and explanations which, to the best of our knowledge and belief, were necessary for the purposes of our audit. 
The financial statements of the Bank for the year ended 31 December 2008 were audited by another firm of 
chartered accountants, whose report dated 25 February 2009 expressed an unqualified opinion on such 
financial statements.

It is the responsibility of the Bank's Board of Directors 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 express an opinion on these statements based on our audit.	

We conducted our audit in accordance 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 the amounts and disclosures in the financial statements. An audit also includes assessing 
the accounting policies and significant estimates made by management, as well as, evaluating the overall 
presentation of the financial statements. We believe that our audit provides a 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 balance sheet and profit and loss account together with the notes thereon have been drawn 
up in conformity with the Banking Companies Ordinance, 1962 (LVII of 1962), and the Companies 
Ordinance, 1984 (XLVII of 1984), and are in agreement with the books of account and are further 
in accordance with accounting policies consistently applied; except for the changes as stated in 
note 5 to the financial statements 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 the 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, statement of comprehensive income, cash flow statement and 
statement of changes in equity together with the notes forming part thereof conform with approved 
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 
manner so required and give a true and fair view of the state of the Bank's affairs as at 31 December 
2009 and its true balance of the profit, its comprehensive income, 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 Bank and deposited in the Central Zakat Fund established under section 7 of that 
Ordinance.	

Ernst & Young Ford Rhodes Sidat Hyder
Karachi: February 25, 2010  	 Chartered Accountants	

Audit Engagement Partner: Arslan Khalid



Balance Sheet
As at 31 December 2009 		

2009		 2008	
Note		 (Rupees in '000)

ASSETS			

Cash and balances with treasury banks	 9	 14,377,589	 11,936,275	
Balances with other banks	 10	 4,626,726	 3,621,152	
Lendings to financial institutions		 Ð000	 295,396	
Investments	 11	 111,017,701	 48,234,497	
Advances	 12	 105,985,319	 100,196,996	
Operating fixed assets	 13	 9,561,955	 9,166,020	
Deferred tax assets		 Ð000	 Ð000	
Other assets	 14	 4,237,310	 3,873,196				

249,806,600	 177,323,532
LIABILITIES		

Bills payable	 15	 3,187,383	 2,232,334	
Borrowings	 16	 33,517,109	 12,369,743		
Deposits and other accounts 	 17	 189,280,062	 144,389,563	
Sub-ordinated loans	 18	 4,845,000	 2,846,940	
Liabilities against assets subject to finance lease		 Ð000	 324,791	
Deferred tax liabilities	 19	 815,728	 731,601	
Other liabilities	 20	 4,056,360	 2,795,610				

235,701,642	 165,690,582	

NET ASSETS		 14,104,958	 11,632,950

REPRESENTED BY :	

Share capital	 21	 6,101,370	 4,785,388	
Reserves 		 3,664,925	 3,062,830	
Unappropriated profit		 2,520,579	 2,118,986				

12,286,874	 9,967,204	
Surplus on revaluation of assets - net of tax	 22	 1,818,084	 1,665,746				

14,104,958	 11,632,950

CONTINGENCIES AND COMMITMENTS	 23

The annexed notes form an integral part of these financial statements.

BankAL Habib
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ANWAR HAJI KARIM
Director

ALI RAZA D. HABIB
Chairman

ABBAS D. HABIB
Chief Executive and
Managing Director

SYED MAZHAR ABBAS
Director



Profit and Loss Account
For the year ended 31 December 2009				

2009	         	 2008			
Note		 (Rupees in '000)

Mark-up/return/interest earned	 25	 22,120,105		 14,586,841
Mark-up/return/interest expensed	 26	 (13,053,137	)	 (8,004,294	)	

Net mark-up/return/interest income		 9,066,968		 6,582,547	

(Provision) / reversal of provision against		
non-performing loans and advances:	  			
- Specific provision	 12.5	 (744,696	)	 (282,173	)		
- General provision against consumer advances		
  (as per SBP regulations)	 12.5	 11,670		 (2,814	)		
- General provision	 12.5	 (450,000	)	 (700,000	)	

Provision for diminution in the value of investments		 Ð00		 (164,358	)	
Bad debts written-off directly		 Ð00		 Ð00				

(1,183,026	)	 (1,149,345	)		

Net mark-up/return/interest income after provisions		 7,883,942		 5,433,202

NON MARK-UP/INTEREST INCOME	

Fees, commission and brokerage income		 1,011,349		 890,977	
Dividend income		 87,733		 404,521	
Income from dealing in foreign currencies		 308,021		 1,009,456	
Gain / (loss) on sale / redemption of securities	 27	 153,399		 (118,926	)	
Unrealised gain / (loss) on revaluation of investments	
  classified as held for trading		 Ð00		 Ð00	
Other income	 28	 275,580		 267,995		

Total non mark-up/interest income		 1,836,082		 2,454,023				

9,720,024		 7,887,225
NON MARK-UP/INTEREST EXPENSES	

Administrative expenses	 29	 (5,045,731	)	 (4,234,893	)	
Other provisions / write-offs	 30	 (65,688	)	 Ð00	
Other charges	 31	 (96,534	)	 (73,800	)		

Total non mark-up/interest expenses		 (5,207,953	)	 (4,308,693	)	

Extra-ordinary/unusual items		 Ð00		 Ð00

PROFIT BEFORE TAXATION		 4,512,071		 3,578,532

Taxation	 Ð Current		 (1,652,277	)	 (1,298,206	)	
 		 Ð Prior years	    	 Ð00		 (61,391	)		

Ð Deferred		 (3,500	)	 206,081			

32	 (1,655,777	)	 (1,153,516	)

PROFIT AFTER TAXATION		 2,856,294		 2,425,016					

Restated

Basic and diluted earnings per share - Rupees 	 33	 4.68		 3.97		

The annexed notes form an integral part of these financial statements.
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ANWAR HAJI KARIM
Director

ALI RAZA D. HABIB
Chairman

ABBAS D. HABIB
Chief Executive and
Managing Director

SYED MAZHAR ABBAS
Director



Statement of Comprehensive Income
For the year ended 31 December 2009 		

2009		 2008			
(Rupees in '000)		

Net profit for the year		 2,856,294	 2,425,016

Other comprehensive income

Effect of foreign currency translation of net
  investment in foreign branch		 30,836	 49,878

Total comprehensive income for the year		 2,887,130	 2,474,894

The annexed notes form an integral part of these financial statements.
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Statement of Changes in Equity
For the year ended 31 December 2009

		Capital Reserve		 Revenue Reserves	

Share	 Statutory	 Special	 General	 Foreign	 Unappro-	 Total	
Capital	  Reserve	 Reserve	 Reserve	 currency	 priated					

translation	 Profit					
reserve	

(Rupees in Ô000)

Balance as at 01 January 2008	 3,681,068		 1,857,479		 126,500		 540,000		 3,970		 1,804,740		 8,013,757

Net profit for the year	 Ð00		 Ð00		 Ð00		 Ð00		 Ð00		 2,425,016		 2,425,016	

Other comprehensive income	 Ð00		 Ð00		 Ð00		 Ð00		 49,878		 Ð00		 49,878

Total comprehensive income for the year	 Ð00		 Ð00		 Ð00		 Ð00		 49,878		 2,425,016		 2,474,894		

Transfer from surplus on revaluation
  of fixed assets - net of tax	 Ð00		 Ð00		 Ð00		 Ð00		 Ð00		 30,713		 30,713

Transfer to statutory reserve	 Ð00		 485,003		 Ð00		 Ð00		 Ð00		 (485,003	)	 Ð00	

Cash dividend (Rs. 1.5 per share)	 Ð00		 Ð00		 Ð00		 Ð00		 Ð00		 (552,160	) 	 (552,160	)

Issue of bonus shares in the ratio of 3
  shares for every 10 shares held	 1,104,320		 Ð00		 Ð00		 Ð00		 Ð00		 (1,104,320	)	 Ð00

Balance as at 31 December 2008	 4,785,388		 2,342,482		 126,500		 540,000		 53,848		 2,118,986		 9,967,204

Net profit for the year	 Ð00		 Ð00		 Ð00		 Ð00		 Ð00		 2,856,294		 2,856,294

Other comprehensive income	 Ð00		 Ð00		 Ð00		 Ð00		 30,836		 Ð00		 30,836

Total comprehensive income for the year	 Ð00		 Ð00		 Ð00		 Ð00		 30,836		 2,856,294		 2,887,130

Transfer from surplus on revaluatoin
  of fixed assets - net of tax	 Ð00		 Ð00		 Ð00		 Ð00		 Ð00		 30,713		 30,713

Transfer to statutory reserve	 Ð00		 571,259		 Ð00		 Ð00		 Ð00		 (571,259	)	 Ð00	

Cash dividend (Rs. 1.25 per share)	 Ð00		 Ð00		 Ð00		 Ð00		 Ð00		 (598,173	) 	 (598,173	)

Issue of bonus shares in the ratio of 27.5
  shares for every 100 shares held	 1,315,982		 Ð00		 Ð00		 Ð00		 Ð00		 (1,315,982	)	 Ð00

Balance as at 31 December 2009	 6,101,370		 2,913,741		 126,500		 540,000		 84,684		 2,520,579		 12,286,874

The annexed notes form an integral part of these financial statements.

ANWAR HAJI KARIM
Director

ALI RAZA D. HABIB
Chairman

ABBAS D. HABIB
Chief Executive and
Managing Director

SYED MAZHAR ABBAS
Director
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Cash Flow Statement
For the year ended 31 December 2009		

2009	         	 2008			
(Rupees in '000)

Cash Flow From Operating Activities	

Profit before taxation		 4,512,071		 3,578,532	
Dividend income		 (87,733	)	 (404,521	)				

4,424,338		 3,174,011	

Adjustments for:					
Depreciation		 557,315		 461,100		
Amortisation		 33,281		 26,427		
Provision against non-performing loans and advances	 1,183,026		 984,987		
Provision for diminution in the value of investments	 Ð00		 164,358		
Gain on sale of operating fixed assets		 (30,470	)	 (17,310	)		
Financial charges on leased assets		 15,860		 58,885		
Provision for compensated absences		 25,000		 34,000		
Provision against off-balance sheet items		 65,688		 Ð00							

1,849,700		 1,712,447				

6,274,038		 4,886,458	

Increase in operating assets		
Lendings to financial institutions		 295,396		 3,817,033		
Advances		 (6,971,349	)	 (21,957,603	)		
Other assets		 (372,897	)	 (1,415,123	)				

(7,048,850	)	 (19,555,693	)	

Increase in operating liabilities		
Bills Payable		 955,049		 (162,148	)		
Borrowings		 21,147,366		 2,543,218		
Deposits		 44,890,499		 29,570,708		
Other Liabilities (excluding provision for taxation)		 1,036,130		 455,901				

68,029,044		 32,407,679					

67,254,232		 17,738,444	

Income tax paid		 (1,526,922	)	 (881,741	)	

Net cash flow from operating activities 		 65,727,310		 16,856,703	
(Balance carried forward)
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Note	 2009	         	 2008			
(Rupees in '000)

Net cash flow from operating activities
     (Balance brought forward)		 65,727,310		 16,856,703

Cash Flow From Investing Activities	

Net investments in available-for-sale securities		 (63,484,521	)	 (14,074,639	)		
Proceeds from held-to-maturity securities		 1,014,996		 724,341		
Investment in associates		 (50,000	)	 (20,250	)	
Dividend received		 86,907		 405,161	
Investments in operating fixed assets		 (986,895	)	 (1,856,723	)	
Sale proceeds of operating fixed assets		 40,443		 22,623	
Exchange adjustment on translation of net investment	
  in foreign branch		 30,836		 49,878	

Net cash flow from investing activities		 (63,348,234	)	 (14,749,609	)

Cash Flow From Financing Activities	

Receipts / (payments) of sub-ordinated loans		 1,998,060		 (1,140	)	
Payments of lease obligations		 (340,651	)	 (376,463	)	
Dividend paid		 (589,597	)	 (543,306	)	

Net cash flow from financing activities		 1,067,812		 (920,909	)	

Increase in cash and cash equivalents 		 3,446,888		 1,186,185	

Cash and cash equivalents at the beginning of the year		 15,557,427		 14,371,242	

Cash and cash equivalents at the end of the year	 34	 19,004,315		 15,557,427

The annexed notes form an integral part of these financial statements.

ANWAR HAJI KARIM
Director

ALI RAZA D. HABIB
Chairman

ABBAS D. HABIB
Chief Executive and
Managing Director

SYED MAZHAR ABBAS
Director



Notes to the Financial Statements
For the year ended 31 December 2009

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 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 255 branches (2008: 225 branches), including a wholesale branch (2008: 
01) in the Kingdom of Bahrain, a branch (2008: 01) in Karachi Export Processing Zone and 06 (2008: 
04) Islamic Banking branches.

2.	 BASIS OF PRESENTATION

2.1	 These financial statements have been prepared in conformity with the format of financial statements 
prescribed by the State Bank of Pakistan (SBP) vide BSD Circular No. 04, dated 17 February 2006.

2.2	 In accordance with the directives of the Federal Government regarding the shifting of the banking 
system to Islamic modes, the SBP has issued various circulars from time to time. Permissible forms 
of trade-related modes of financing includes purchase of goods by banks from their customers and 
immediate resale to them at appropriate mark-up in price on deferred payment basis. The purchase 
and resale arising under these arrangements are not reflected in these financial statements as such, 
but are restricted to the amount of facility actually utilized and the appropriate portion of mark-up 
thereon. However, murabaha financing arrangements undertaken by the Islamic Banking branches 
are accounted for as a purchase and sale transaction of the underlying goods in these financial 
statements in accordance with the accounting policies of the Bank.

2.3	 The financial results of the Islamic Banking branches have been consolidated in these financial 
statements for reporting purposes, after eliminating material inter-branch transactions / balances. 
Key financial information of the Islamic Banking branches is disclosed in note 46.	

2.4	 These are separate financial statements of the Bank in which investments in subsidiaries and 
associates are reported on the basis of direct equity interest and are not consolidated or accounted 
for by using equity method of accounting.

3.	 STATEMENT OF COMPLIANCE

3.1	 These financial statements have been prepared in accordance with approved accounting standards 
as applicable in Pakistan. Approved accounting standards comprise International Financial Reporting 
Standards (IFRS) issued by the International Accounting Standards Board (IASB) and Islamic 
Financial Accounting Standards (IFAS) issued by the Institute of Chartered Accountants of Pakistan 
(ICAP) as are notified under the Companies Ordinance, 1984, the requirements of the Companies 
Ordinance, 1984, the Banking Companies Ordinance, 1962 and regulations / directives issued by 
the Securities and Exchange Commission of Pakistan (SECP) and the SBP. Wherever the requirements 
of the Companies Ordinance, 1984, the Banking Companies Ordinance, 1962 or regulations / 
directives issued by the SECP and the SBP differ with the requirements of IFRS or IFAS, the 
requirements of the Companies Ordinance, 1984, the Banking Companies Ordinance, 1962 or the 
requirements of the said regulations / directives shall prevail.

BankAL Habib
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3.2	 The SBP vide BSD Circular No. 10, dated 26 August 2002 has deferred the applicability of International 
Accounting Standard (IAS) 39, "Financial Instruments: Recognition and Measurement" and IAS 40, 
"Investment Property" for banking companies till further instructions. Further, according to the 
notification of SECP dated 28 April 2008, IFRS - 7 "Financial Instruments: Disclosure" has not been 
made applicable for banks. Accordingly, the requirements of these standards have not been 
considered in the preparation of these financial statements.

4.	 BASIS OF MEASUREMENT																		

These financial statements have been prepared under the historical cost convention except for the 
revaluation of leasehold land and building, certain investments and derivative financial instruments 
at fair value as stated in notes 6.3, 6.5 and 6.13 below.	

These financial statements are presented in Pak Rupees which is the Bank's functional currency 
and presentation currency. 

5.	 CHANGES IN ACCOUNTING POLICIES	

The accounting policies adopted in the preparation of these financial statements are consistent with 
those followed in the preparation of the Bank's financial statements for the year ended 31 December 
2008, except for changes resulting from the adoption of the following accounting standards as 
described below:	

IAS 1 - Presentation of Financial Statements (Revised)	

The revised standard became effective for accounting period beginning on or after 01 January 2009. 
The standard separates owner and non-owner changes in equity. The statement of changes in 
equity includes only details of transactions with owners, with non-owner changes in equity presented 
as a single line item in the statement of changes in equity. In addition, the standard introduces the 
statement of comprehensive income which presents all items of recognized income and expense, 
either in one single statement, or in two linked statements. The Bank has adopted two statement 
approach and, has accordingly, presented profit and loss account and statement of comprehensive 
income separately. However, in accordance with the requirements of the Companies Ordinance, 
1984 and SBP directives, surplus / (deficit) on revaluation of operating fixed assets and available-
for-sale investments is reported under separate account shown below equity and is not taken to 
the statement of comprehensive income and statement of changes in equity.	 	

IFAS 2 - Ijarah 	

The standard became effective during the year and deals with the accounting for ijarah financing 
contracts undertaken by the Islamic Banking branches of the Bank. The standard is applicable 
prospectively for ijarah contracts entered into on or after 01 January 2009. As a result of application 
of this standard, the Bank has recorded the assets leased out under ijarah arrangements at cost 
less depreciation and impairment, if any which have been included under "advances". The rentals 
from ijarah and depreciation expense on ijarah assets are recognised in the profit and loss account 
over the term of the contract and have been reported under "mark-up / return / interest earned" in 
these financial statements. Previously, the ijarah arrangements were accounted for by the Bank as 
finance leases. Had the Bank applied its previous accounting policy in respect of ijarah contracts 
entered into on or after 01 January 2009, the net profit for the year and total assets would have 
been increased by Rs. 5.049 million.
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6.	 SIGNIFICANT ACCOUNTING POLICIES

6.1	 Cash and cash equivalents	

These include cash and balances with treasury banks and balances with other banks.	

6.2	 Repurchase / resale agreements	

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

Sale under repurchase obligation	

Securities sold with a simultaneous commitment to repurchase at a specified future date (repos) 
continue to be recognised in the balance sheet and are measured in accordance with accounting 
policies for investments. Amounts received under these agreements are recorded as repurchase 
agreement borrowings. The difference between sale and repurchase price is amortised as expense 
over the term of the repo agreement.	

Purchase under resale obligation	

Securities purchased with a corresponding commitment to resell at a specified future date (reverse 
repos) are not recognised in the balance sheet. Amounts paid under these arrangements are 
included in reverse repurchase agreement lendings. The difference between purchase and resale 
price is accrued as income over the term of the reverse repos agreement.	

6.3	 Investments	

Investments in subsidiaries and associates are stated at cost less provision for impairment, if any. 
Other investments are classified as follows:	

Held for trading	

These are investments acquired principally for the purpose of generating profits from short-term 
fluctuations in price or dealerÕs margin or are securities included in a portfolio in which a pattern 
of short-term trading exists.	

Held to maturity		

These are investments with fixed or determinable payments and fixed maturities which the Bank 
has the intention and ability to hold till maturity.	

Available for sale	

These are investments which do not fall under the held for trading and held to maturity categories.	

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. Trade date is the date on which 
the Bank commits to purchase or sell the investments.
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	Investments (other than held-for-trading) are initially measured at fair value plus transaction cost 
associated with the investment. Investments classified as held-for-trading are initially measured at 
fair value, and transaction costs are expensed in the profit and loss account.		

After initial recognition quoted securities, other than those classified as held-to-maturity, are carried 
at market value. Unquoted securities are valued at cost less impairment in value, if any. Held-to-
maturity securities are carried at amortised cost.	

Surplus / (deficit) arising on revaluation of quoted securities which are classified as available-for-
sale investments is taken to a separate account which is shown in the balance sheet below equity. 
The surplus / (deficit) arising on these securities is taken to the profit and loss account when actually 
realized upon disposal. The unrealized surplus / (deficit) arising on revaluation of quoted securities 
which are classified as held-for-trading is taken to the profit and loss account.		

Provision for diminution in the values of securities is made after considering impairment, if any, in 
their value and charged to profit and loss account. Provision for impairment against debt securities 
is made as per the aging criteria prescribed by the Prudential Regulations of the SBP and in case 
of unquoted equity securities on the basis of book value of net assets.	

Premium or discount on debt securities classified as available-for-sale and held-to-maturity is 
amortised using effective interest method and taken to the profit and loss account.	

6.4	 Advances	

Loans and advances	

These are stated net of provisions for non-performing advances. Provision for non-performing 
advances is determined keeping in view the requirements of the Prudential Regulations and is 
charged to the profit and loss account. The Bank also maintains general provision in addition to the 
requirements of the Prudential Regulations on the basis of the management's assessment. Advances 
are written off when there are no realistic prospects of recovery.		

Finance lease receivables	

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

Ijarah finance	

Assets leased out under ijarah arrangements are stated at cost less depreciation and impairment, 
if any and included under "advances". Such assets are depreciated over the terms of ijarah contracts.	

Murabaha receivable	

Funds disbursed under murabaha arrangements for purchase of goods are recorded as advance 
for murabaha. On culmination of murabaha i.e. sale of goods to customers, murabaha receivables 
are recorded at the sale price net of deferred income. Goods purchased but remaining unsold at 
the balance sheet date are recorded as inventories.
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6.5	 Operating fixed assets	

Tangible operating assets - owned	

Leasehold land is stated at revalued amounts. Buildings on leasehold land are stated at revalued 
amount less accumulated depreciation and impairment, if any. All other operating fixed assets are 
stated at cost less accumulated depreciation and impairment, if any. Depreciation is charged to 
profit and loss account on straight line basis so as to charge the assets over their expected useful 
lives at the rates specified in note 13.2. The depreciation charge is calculated after taking into 
account residual value, if any. The residual values, useful lives and depreciation method are reviewed 
and adjusted, if appropriate, at each balance sheet date. Depreciation is charged on prorata basis, 
i.e., full month charge in the month of purchase and no charge in the month of disposal.		

Land and buildings are revalued by independent professionally qualified valuers with sufficient 
regularity to ensure that the net carrying amount does not differ materially from the fair value. The 
surplus arising on revaluation of fixed assets is credited to the Òsurplus on revaluation of assets" 
account shown below equity. The Bank has adopted the following accounting treatment of depreciation 
on revalued assets, keeping in view the requirements of the Companies Ordinance, 1984 and 
SECP's SRO 45(1)/2003 dated 13 January 2003:	

-	 depreciation on assets which are revalued is determined with reference to the value assigned 
to such assets on revaluation and depreciation charge for the year is taken to the profit and 
loss account; and																						

-	 an amount equal to incremental depreciation for the year net of deferred taxation is transferred 
from surplus on revaluation of assets to unappropriated profit through statement of changes 
in equity to record realization of surplus to the extent of the incremental depreciation charge 
for the year.	

Subsequent costs are included in the assetÕs carrying amount or recognised as a separate asset, 
as appropriate, only when it is probable that future economic benefits associated with the item will 
flow to the Bank and the cost of the item can be measured reliably. The carrying amount of the 
replaced part is derecognised. All other repairs and maintenance are charged to the income statement 
during the financial period in which they are incurred.	

Gains and losses on disposal of fixed assets are included in income currently.		

Tangible operating assets - leased	

Leases where the Bank assumes substantially all the risks and rewards of ownership are classified 
as finance leases. Assets subject to finance lease are accounted for by recording the assets and 
related liability. These are stated at lower of fair value and the present value of minimum lease 
payments at the inception of lease less accumulated depreciation. Financial charges are allocated 
over the period of lease term so as to provide a constant periodic rate of financial charge on the 
outstanding liability. Depreciation is charged on the basis similar to the owned assets.		

Intangible assets	

Intangible assets having a finite useful life are stated at cost less accumulated amortization and 
impairment, if any. Amortization is based on straight line method by taking into consideration the
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	estimated useful life of assets at the rates specified in note 13.3. Intangible assets are amortized 
on prorata basis i.e. full month amortization in the month of purchase and no amortization in the 
month of disposal.	

Capital work in progress	

Capital work in progress is stated at cost less impairment, if any.	

Impairment	

The carrying values of fixed assets are reviewed for impairment when events or changes in 
circumstances indicate that the carrying values may not be recoverable. If any such indication exists 
and where the carrying values exceed the estimated recoverable amounts, the fixed assets are 
written down to their recoverable amounts.	

The resulting impairment loss is taken to profit and loss account except for impairment loss on 
revalued assets which is adjusted against the related revaluation surplus to the extent that the 
impairment loss does not exceed the surplus on revaluation of assets.

6.6	 Taxation	

Income tax expense comprises current and deferred tax. Income tax expense is recognised in profit 
and loss account except to the extent that it relates to the items recognised directly in equity, in 
which case it is recognised in equity.	

Current	

Provision for current tax is based on the taxable income for the year, using tax rates enacted or 
substantively enacted at the balance sheet date and any adjustments to the tax payable in respect 
of previous years.	

Deferred	

Deferred income tax is provided on all temporary differences at the balance sheet date between 
the tax base of assets and liabilities and their carrying amounts for financial reporting purposes.	

Deferred income tax assets are recognised for all deductible temporary differences and unused tax 
losses, to the extent that it is probable that taxable profits will be available against which the 
deductible temporary differences and unused tax losses can be utilised. 	

The carrying amount of deferred income tax assets are reviewed at each balance sheet date and 
reduced to the extent that it is no longer probable that sufficient taxable profit or taxable temporary 
differences will be available to allow all or part of the deferred income tax asset to be utilised. 	

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply 
to the period when the asset is realised or the liability is settled, based on tax rates (and tax laws) 
that have been enacted or substantively enacted at the balance sheet date.
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6.7	 Employees' benefits	

Defined benefit plan	

The Bank operates an approved gratuity fund for all its confirmed employees, which is administered 
by the Trustees. The Bank's costs and contributions are determined based on actuarial valuation 
carried out at each year end using Projected Unit Credit Actuarial Method. Net cumulative unrecognized 
actuarial gains / losses relating to previous reporting periods in excess of the higher of 10% of 
present value of defined  benefit obligation or 10% of the fair value of plan assets are recognized 
as income or expense over the estimated remaining working lives of the employees.		

Defined contribution plan	

The Bank operates an approved provident fund scheme for all its regular permanent employees, 
administered by the Trustees. Equal monthly contributions are made both by the Bank and its 
employees to the fund at the rate of 10% of the basic salary in accordance with the terms of the 
scheme.	

Compensated absences	

Employees' entitlement to annual leave is recognised when they accrue to employees. A provision 
is made for estimated liability for annual leave as a result of services rendered by the employee 
against un-availed leaves upto the balance sheet date.

6.8	 Revenue recognition	

Mark-up / interest / return on advances and investments is recognised on accrual basis, except in 
case of advances classified under the Prudential Regulations on which mark-up is recognized on 
receipt basis.	

Financing method is used in accounting for income from lease financing. Under this method, the 
unrealised lease income is deferred and taken to income over the term of the lease period so as 
to produce a constant periodic rate of return on the outstanding net investment in lease. Gain / loss 
on termination of lease contracts, front end fee and other lease income are recognised as income 
on receipt basis.	

The rentals from ijarah are recognised as income over the term of the contract net of depreciation 
expense relating to the ijarah assets.	

Income from murabaha is accounted for on a time proportionate basis over the period of murabaha 
transaction.	

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

Gain or loss on sale of investments are recognised in profit and loss account in the year in which 
they arise.	

Fee, commission and brokerage income are recognised as services are performed.	 

6.9	 Foreign currencies	

Foreign currency transactions	

Foreign currency transactions are translated into Pak Rupees at the exchange rates prevailing on 
the date of transaction. Monetary assets and liabilities in foreign currencies are translated into 
rupees at the exchange rates prevailing at the balance sheet date. Non-monetary items that are
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	measured in terms of historical cost in a foreign currency are translated using the exchange rates 
at the dates of the initial transactions. Non-monetary items measured at fair value in a foreign 
currency are translated using exchange rates at the date when the fair value was determined. 
Exchange gains or losses are included in income currently.	

Foreign operations	

The assets and liabilities of foreign operations are translated to Pak Rupees at exchange rates 
prevailing at the balance sheet date. The income and expense of foreign operations are translated 
at average rate of exchange for the year. Exchange gain or loss is taken to equity under "foreign 
currency translation reserve".

6.10	 Provisions against liabilities	

These are recognised when the Bank has a legal or constructive obligation 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. Provisions are reviewed at each balance sheet date and are 
adjusted to reflect the current best estimate.

6.11	 Provisions against off-balance sheet obligations	

The Bank, in the ordinary course of business, issues letters of credit, acceptances, guarantees, bid 
bonds, performance bonds etc. The commission against such contracts is recognised in the profit 
and loss account under "fees, commission and brokerage income" over the period of contracts. The 
Bank's liability under such contracts is measured at the higher of the amount representing unearned 
commission income at the balance sheet date and the best estimate of the amount expected to 
settle any financial obligation arising under such contracts.

6.12	 Financial instruments	

Financial assets and financial liabilities are recognised at the time when the Bank becomes a party 
to the contractual provision of the instrument. Financial assets are de-recognised when the contractual 
right to future cash flows from the asset expires or is transferred along with the risk and reward of 
ownership of the asset. Financial liabilities are de-recognised when obligation is discharged, cancelled 
or expired. Any gain or loss on de-recognition of the financial asset and liability is recognised in the 
profit and loss account of the current period.

6.13	 Derivative financial instruments	

Derivative financial instruments are initially recognised at their fair value on the date on which the 
derivative contract is entered into and are subsequently remeasured at fair value. All derivative 
financial instruments are carried as asset when fair value is positive and liabilities when fair value 
is negative. Any change in the value of derivative financial instruments is taken to the profit and loss 
account.

6.14	 Off-setting	

Financial assets and financial liabilities are only off-set and the net amount is reported in the financial 
statements when there is a legally enforceable right to set-off the recognised amount and the Bank 
intends either to settle on a net basis, or to realize the assets and to settle the liabilities simultaneously. 
Income and expense items of such assets and liabilities are also off-set and the net amount is 
reported in the financial statements.
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6.15	 Dividend distribution	

Declarations of dividend to holders of the equity instruments of the Bank are recognised as liability 
in the period in which it is declared.

6.16	 Segment reporting	

A segment is a distinguishable component of the Bank that is engaged in providing products and 
services (business segment), or in providing products or services within a particular economic 
environment (geographical segment), which is subject to risk and rewards that are different from 
those of other segments. The segment reporting format has been determined and prepared in 
conformity with the format of financial statements and guidelines, prescribed by the SBP vide BSD 
Circular No.04, dated, 17 February 2006. The Bank's primary format of reporting is based on 
business segments.	

Business segments	

Retail banking	

It consists of retail lending, deposits and banking services to private individuals and small businesses. 
The retail banking activities include provision of banking and other financial services, such as current 
and savings accounts, credit cards, consumer banking products etc. to individual customers, small 
merchants and SMEs.	

Corporate commercial banking	

Commercial banking represents provision of banking services including treasury and international 
trade related activities to large corporate customers, multinational companies, government and 
semi-government departments and institutions and SMEs treated as corporate under the Prudential 
Regulations.	

Geographical segments	

The Bank operates in two geographic regions, being:	

-	 Pakistan	
-	 Middle East

7.	 ACCOUNTING JUDGEMENTS AND ESTIMATES	

The preparation of financial statements requires management to make judgements, estimates and 
assumptions that affect the application of policies and reported amounts of assets and liabilities, 
income and expenses. The estimates and associated assumptions are based on historical experience 
and various other factors that are believed to be reasonable under the circumstances, the result 
of which forms the basis of making judgement about carrying values of assets and liabilities that 
are not readily apparent from other sources. Actual results may differ from these estimates. The 
estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting 
estimates are recognised in the period in which the estimate is revised if the revision affects only 
that period, or in period of revision and future periods if the revision affects both current and future 
periods. The estimates and judgements that have a significant effect on the financial statements 
are in respect of the following:
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		Note			

Classification of investments and provision for diminution in the value of investments	 6.3 & 11	
Provision against non-performing advances	 6.4 & 12	
Useful lives of assets and methods of depreciation	 6.5 & 13	
Current and deferred taxation	 6.6 & 19	
Defined benefit plan	 6.7 & 36	
Provisions against off-balance sheet obligations	 6.11 & 30

8.	 STANDARDS, INTERPRETATIONS AND AMENDMENTS TO APPROVED 		
ACCOUNTING STANDARDS THAT ARE NOT YET EFFECTIVE		

The following revised standards, interpretations and amendments with respect to approved accounting 
standards as applicable in Pakistan would be effective from the dates mentioned below against the 
respective standard, interpretation or amendment:		

Standard, interpretation or amendment	 Effective date			
(accounting periods beginning on or after)	

IAS 24 - Related Party Disclosures (Revised)	 01 January 2011	

IAS 27 - Consolidated and Separate		
Financial Statements (Amendment)	 01 July 2009	

IAS 32 - Financial Instruments: Presentation - Classification of		
Right Issues (Amendment)	 01 February 2010	

IFRS 2 - Share-based Payments: Amendments relating		
to Group Cash-settled Share-based Payment Transactions	 01 January 2010	

IFRS 3 - Business Combinations (Revised)	 01 July 2009	

IFRIC 14 - IAS 19 Ð The Limit on Defined Benefit Assets,		
Minimum Funding Requirements and their Interaction (Amendments)	 01 January 2011	

IFRIC 17 - Distributions of Non-cash Assets to owners	 01 July 2009	

IFRIC 19 - Extinguishing Financial Liabilities with		
Equity Instruments	 01 July 2010	

The Bank expects that the adoption of the above interpretations, amendments and revisions of the 
standards will not affect the Bank's financial statements in the period of initial application.		

In addition to the above, amendments to various accounting standards have also been issued by 
the IASB as a result of its annual improvement project in April 2009. Such improvements are 
generally effective for accounting periods beginning on or after 01 January 2010. The Bank expects 
that such improvements to the standards will not have any material impact on the Bank's financial 
statements in the period of initial application.
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9.1	 Represent statutory cash reserve maintained under Section 36 of the State Bank of Pakistan Act, 
1956.

9.2	 Represents statutory cash reserve maintained by the Islamic Banking branch in accordance with BPD 
Circular No. 01 of 2003.

9.3	 Represents special cash reserve maintained against foreign currency deposits mobilised under Circular 
FE-25 of 1998.

9.4	 Represents US Dollar collection account opened with the SBP in accordance with Circular FE-02  
of 2004.

	Note	 2009		 2008			
(Rupees in '000)

9.	 CASH AND BALANCES WITH TREASURY BANKS	
In hand		

Local currency 		 2,746,943	 2,904,361		
Foreign currencies		 564,672	 434,193		
National prize bonds		 19,200	 8,067					

3,330,815	 3,346,621	
In transit Ð foreign currency		 32,770	 50,623	
With State Bank of Pakistan in: 		

Local currency current accounts	 9.1	 5,966,761	 4,961,539		
Local currency current account-Islamic Banking	 9.2	 170,824	 70,980		
Foreign currency deposit account						

Cash reserve account		 981,415	 696,067			
Cash reserve account-Islamic Banking 		 2,780	 7,861			
Special cash reserve account	 9.3	 2,944,244	 2,090,933			
Local US Dollar collection account	 9.4	 15,374	 36,097					

10,081,398	 7,863,477	
With National Bank of Pakistan in:		

Local currency current accounts		 932,606	 675,554					

14,377,589	 11,936,275

	Note	 2009		 2008			
(Rupees in '000)

10.	 BALANCES WITH OTHER BANKS	

In Pakistan		
Current accounts		 296,520	 437,082			
Deposit accounts	 10.1	 2,500	 2,500		
Savings accounts	 10.2	 119,704	 100,027					

418,724	 539,609	

Outside Pakistan		
Current accounts		 334,590	 670,899		
Deposit accounts	 10.3	 3,873,412	 2,410,644					

4,208,002	 3,081,543					

4,626,726	 3,621,152

10.1	 This carries mark-up at the rate of 3.00% (2008: 3.00%) per annum.

10.2	 These carry expected profit rates ranging from 6.99% - 8% (2008: 10.50%) per annum.	

10.3	 These carry mark-up rates upto 0.19% (2008: upto 2.15%) per annum.



11.	 INVESTMENTS					

2009			 2008			
Note							

Held by	 Given as	 Total	 Held by	 Given as	 Total 
11.1	 Investments by type	 Bank	 collateral		 Bank	 collateral						

(Rupees in Ô000)		
Available for sale securities	 11.5		

Market Treasury Bills	 65,526,602		 17,262,898	 82,789,500		 39,178,143		 497,549		 39,675,692		
Pakistan Investment Bonds	 10,528,090		 Ð00	 10,528,090		 1,408,123		 Ð00		 1,408,123		
Foreign Currency Bonds	 334,161		 Ð00	 334,161		 394,929		 Ð00		 394,929		
Sukuks	 5,890,099		 Ð00	 5,890,099		 1,208,197		 Ð00		 1,208,197		
Ordinary shares of listed 			
    companies and closed end		
        mutual funds 	 130,193		 Ð00	 130,193		 190,357		 Ð00		 190,357		
Ordinary shares of 		
    unlisted companies	 42,021		 Ð00	 42,021		 41,505		 Ð00		 41,505		
Listed term finance certificates	 689,891		 Ð00	 689,891		 706,739		 Ð00		 706,739		
Unlisted term finance certificates	 5,801,605		 Ð00	 5,801,605		 Ð00		 Ð00		 Ð00		
Open ended mutual funds	 925,000		 Ð00	 925,000		 105,000		 Ð00		 105,000				

89,867,662		 17,262,898	 107,130,560		 43,232,993		 497,549		 43,730,542	

Held to maturity securities	 11.2		
Pakistan Investment Bonds	 1,534,695		 Ð00	 1,534,695		 2,058,011		 Ð00		 2,058,011		
Foreign Currency Bonds	 Ð00		 Ð00	 Ð00		 394,297		 Ð00		 394,297		

  	   	 Sukuks	 446,134		 Ð00	 446,134		 419,444		 Ð00		 419,444		
Listed term finance certificates	 406,821		 Ð00	 406,821		 406,941		 Ð00		 406,941		
Unlisted term finance certificates	 250,000		 Ð00	 250,000		 373,953		 Ð00		 373,953				

2,637,650		 Ð00	 2,637,650		 3,652,646		 Ð00		 3,652,646	

Associates		 11.12	
  	 Habib Sugar Mills Limited		 180,977		 Ð00	 180,977		 180,977		 Ð00		 180,977		

Habib Asset Management Limited	 33,750		 Ð00	 33,750		 33,750		 Ð00		 33,750		
First Habib Income Fund	 750,000		 Ð00	 750,000		 750,000		 Ð00		 750,000		
First Habib Stock Fund	 50,000		 Ð00	 50,000		 Ð00		 Ð00		 Ð00				

1,014,727		 Ð00	 1,014,727		 964,727		 Ð00		 964,727	

Subsidiaries		 11.13 		
AL Habib Capital Markets (Pvt.) Ltd.	 200,000		 Ð00	 200,000		 200,000		 Ð00		 200,000		
AL Habib Financial Services Limited	 62,850		 Ð00	 62,850		 62,850		 Ð00		 62,850				

262,850		 Ð00	 262,850		 262,850		 Ð00		 262,850		

Investments at cost	 93,782,889		 17,262,898	 111,045,787		 48,113,216		 497,549		 48,610,765		
Provision for diminution in the	

     	   value of investments 	 11.4	 (83,254	)	 Ð00	 (83,254	)	 (167,757	)	 Ð00		 (167,757	)		

Investments (net of provisions)	 93,699,635		 17,262,898	 110,962,533		 47,945,459		 497,549		 48,443,008		

Surplus / (deficit) on 		
  revaluation of available for 		
    sale investments - net	 22.2	 34,085		 21,083	 55,168		 (208,511	)	 Ð00		 (208,511	)			

Investments after revaluation of				
  available-for-sale investments	 93,733,720		 17,283,981	 111,017,701		 47,736,948		 497,549		 48,234,497

11.2	 The aggregate market value of held-to-maturity securities as at 31 December 2009 amounts to Rs. 2,452 (2008: 3,222) million.
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	Note	 2009		 2008			
(Rupees in '000)

11.3	 Investments by segment	
Federal Government Securities 		
Ð	Market Treasury Bills	 11.6	 82,789,500		 39,675,692	
Ð	Pakistan Investment Bonds	 11.7	 12,062,785		 3,466,134	
Ð	Foreign Currency Bonds 	 11.10	 Ð00		 789,226	
Ð	Sukuks	 11.8	 3,829,489		 494,444				

98,681,774		 44,425,496		

Fully paid-up ordinary shares	
Ð	Listed companies and closed end mutual funds	 11.5.5	 130,193		 190,357		

 	 Ð	Unlisted companies	 11.11	 42,021		 41,505					

172,214		 231,862		

Term finance certificates, sukuks and bonds	

Term Finance Certificates		
Ð	Listed term finance certificates		 1,096,712		 1,113,680	
Ð	Unlisted term finance certificates		 6,051,605		 373,953				

11.9	 7,148,317		 1,487,633		

Sukuks	 11.8	 2,506,744		 1,133,197		

Foreign Currency Bonds	 11.10	 334,161		 Ð00					

9,989,222		 2,620,830	

Others	
Ð	Open ended mutual funds	 11.5.9	 925,000		 105,000	
Ð	Associates	 11.12	 1,014,727		 964,727	
Ð	Subsidiaries	 11.13	 262,850		 262,850					

2,202,577		 1,332,577	

Investments at cost		 111,045,787		 48,610,765	

Provision for diminution in the		
value of investments	 11.4	 (83,254	)	 (167,757	)		

Investments - net of provisions		 110,962,533		 48,443,008	

Surplus / (deficit) on revaluation of		
available-for-sale investments -net	 22.2	 55,168		 (208,511	)	

Investments after revaluation of 		
available-for-sale investments		 111,017,701		 48,234,497
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