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Core Values

Integrity
Take pride in everything that is fair, honest

and build trust in every situation.

Customer Focus
We live by our customers’ success.VWe build

lasting relationships with our clients.

Team Work

We communicate actively and openly. VWe
build trust by honoring our commitments.

We show respect for each other.

Innovation
We are constantly looking for ways to
innovate and improve.We embrace change

as an opportunity.
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Corporate Obijectives

Sindh Bank's vision for promoting economic activity to
empower the people of Pakistan and create employment
opportunities, brings upon it an onerous responsibility to
deliver results.

Thus the Bank's policies are focused on:
Enhancing small farmers access to institutional credit and
supporting national strategy for increasing agricultural

output by funding farm and non-farm projects.

Promoting SME sector by providing financial solutions to
small and medium sized entrepreneurs.

Funding projects yielding economic benefits to the country.
Supporting projects that empower women.

Providing banking facilities in the unbanked areas particularly
in the province of Sindh.

Providing e-banking services to enable Bank's customers
to have fast and easy access meeting their banking
requirements by installing the most modern and efficient
technological applications that satisfy customers’
expectations.

Fulfilling its Corporate Social Responsibility in all segments
of the Society, particularly for promoting and enhancing
education in Pakistan, by supporting and providing interest
free loans to meritorious students for higher education,
with job guarantee in Sindh Bank.

Laying a sound foundation for the bank and delivering
attractive value for the shareholders' investment while
remaining within the ambit of regulatory requirements.

05
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On behalf of the Board of Directors of Sindh Bank, it gives me great pleasure to present this review, along-with
the financial statements of the Bank for the year ended December 31,2016.The Bank's branch network grew
to 260 branches spread across over| 30 cities in Pakistan.

. 9
C hal rmans Profit (before tax) for 2016 increased by 18.4% to Rs. 2,428 million from the amount of Rs. 2,051 million earned
during 2015, translating into EPS (after tax) of Rs. |1.39.The financial results and appropriations, as recommended

M e S Sage by the Board, are summarized below:

Rupees in '000

Profit before provisions and tax 4,035,378
General Provision against Advances (1,500,000)
General Provisions against consumer & small enterprise advances (1,834)
Specific provisions against non-performing advances (105,614)
Profit before tax 2,427,930
Taxation - Current 1,404,921
- Prior year 185,408
- Deferred (553,225)
Profit after tax 1,390,826
Un-appropriated profit brought forward 3,076,915
Other comprehensive loss (3,665)
Profit available for appropriation 4,464,076
Appropriations:
Transfer to Statutory Reserve | (278,165) |
Un-appropriated profit carried forward 4,185,911

Total Deposits as at December 31,2016 amounted to Rs. | 19.022 billion, registering an increase of 41.56% from
Rs.84.076 billion on December 31,2015. Gross advances increased by 19.85% to Rs.55.979 billion as compared
to Rs.46.708 billion on December 31, 2015.

As at the year-end, Sindh Bank's Equity (ie Paid up Capital, Reserves & Unappropriated profits) stood at Rupees
15.397 billion, increasing by about 10% over Rupees 13.999 billion last year. The Bank's risk adjusted Capital
Adequacy stood at 18.33 % against the year-end 2017 requirement of 10.65%.

Economic outlook for 2016 remains favorable on the back of moderate inflation, revival of manufacturing activity
and CPEC combined with a stable external sector. Banking spreads appear to be improving moderately. | expect
improvement in business volumes and efficiencies to drive future profitability of the Bank.

The Board would like to thank the Government of Sindh for their continuous support towards the promotion
and progress of the Bank. | am also thankful to the State Bank of Pakistan and other regulators for their guidance
and support. Also, | am thankful to our customers who are the real purpose for us to be in business.

| would also like to appreciate the efforts, commitment and team work of the Bank's Executives and Staff due
to which the Bank was able to achieve such exceptional results.

The Board would like to assure all the stakeholders of its full cooperation and support for the future development
and progress of the Bank.

Pl
ﬁ}mr -rs:;_ ]
'

Afzal Ghani
Chairman

Karachi: March 2,2017

This review forms an integral part of the Directors' Report to the Shareholders.
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Major Achievements in 2016

11

|0 on-line branches established expanding Sindh Bank's footprint to 260 locations spread over
| 30 cities/towns across Pakistan. Further 33 ATMs added to Bank's network which now total
225 ATMs.

Over 1,400 members of the staff attended in-house and ex-house training programs focusing
on branch banking operations, regulatory compliance, consumer protection framework, SME
financing, audit & internal control, soft skills and AML/CFT

Sindh Microfinance Bank Limited (SMFB), a wholly owned subsidiary of Sindh Bank, started
microfinance operations in May 2016. In the first year of its operations i.e. 2016, SMFB registered
Profit before Tax of Rs. 20.7 million. SMFB has five (5) branches and nineteen (19) service
centers, mostly in rural areas of Sindh.

A new 'Sukoon' Current Account with attractive features was added to the Sindh Bank products
portfolio.

Against the Agricultural credit disbursement target of Rs. 3,800 million for FY 16-17 assigned
by SBP, amount of Rs. 1,536 million (40 percent) has been utilized in the first half of the year.
We remain confident of achieving the assigned target by the closing date of June 30,2017.

Launched 'PayPak’ Pakistan's first ever domestic payments card in 'Classic' and 'Gold' classes
and globally accepted Visa Debit card in 'Classic', 'Gold' and 'Platinum’ classes, each loaded
with features and benefits aimed at different customer segments.

Launched an innovatively designed mobile app through which non-resident Pakistanis can
instantly remit money to their families and loved ones, in Pakistan on a 24/7 basis, without the
need to visit a currency exchange or agent.

Sindh Bank was instrumental in supporting CSR activities through its IT and Branch platforms,
especially related to BISP and Zakat disbursements. The Bank facilitated payment of Rs 798
million to 42 thousand BISP beneficiaries whereas Rs 787 million was disbursed to more than
95 thousand Zakat beneficiaries on behalf of Sindh Zakat &Ushar Department, GoS through
Sindh Bank's Benazir Muawanat Card.

Sindh Bank's branches handled home remittances to the tune of Rs 1.7 billion through 39,200
transactions during 2016 as compared to Rs 1.5 billion through 35,700 transactions in 2015.
Sindh Bank has arrangements in this regard with globally reputed companies such as VWestern
Union and MoneyGram.

Sindh Bank is one of the first few banks which successfully added RTGS/STP (Real Time Gross
Settlement/Straight Through Processing) functionality to its Core Banking system, enabling
customers to directly transfer their funds, including home remittances, on a real time basis.

Annual Report
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Plans for 2017

40 new branches are planned in 2017 enabling the Bank to further expand its network/reach
while reaching the milestone of 300 online branches.

80 ATMs to be added during 2017, bringing the total to 305 ATMs by year end 2017, increasing
the Bank's branchless banking footprint.

Mobile Wallet to be launched for walk-in customers by opening limited mandate Accounts.
Initially, this will facilitate utility bill payments and mobile top-up using Sindh Bank's state of
the art SMS banking facility.

Expanding training outreach by setting more training hubs in other provinces besides Sindh.

12




SINDHBANK.
AN 1.l

POWER To THE PropLE ®® ® (lge liially

Board of Directors

4 )

\_ J

Afzal Ghani

Chairman/ Independent Director

Mr. Ghani is a Senior Chartered Accountant and
is a Business Executive, having vast experience as
a Professional Business Executive and
Corporate Expert. He is the Chairman
of the Board of Directors.

4 )

\_ J

Tajammal Husain Bokharee
Independent Director

Mr. Bokharee is a career banker and an
Associate & Fellow of the Chartered
Institute of Bankers, London.

Annual Report

2016

\_ J

Muhammad Naeem Sahgal
Independent Director

Mr. Sahgal is a Supreme Court
Advocate and a Partner of Walker
Martineue Saleem, an eminent law firm
of the country. He possesses Master’s
degree in law from UK.

\_ J

Raja Muhammad Abbas

Independent Director

Mr. Abbas is a retired Civil Servant.

His last assignment was Secretary, Board of
Investment. He has been Secretary, Ministry of
Interior, Chairman, State Engineering Corporation,
Chief Secretary, Sindh, Secretary Housing &
Works and Managing Director, Pakistan Housing
Authority, Islamabad.
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Syed Hasan Nagqvi

Nominee Director of Government of Sindh

Presently Finance Secretary of the Government
of Sindh. His appointment was approved by State
Bank of Pakistan in September 2016. He was Special
Finance Secretary in the Government of Sindh from

2013 to 2016. He is a CSS Officer and holds
diversified experience in civil service.

Mohammad Shahid Murtaza

Non Executive Director

Mr. Shahid Murtaza has an
experience of more than
40 years in the field of domestic
and International Banking.

Tariq Ahsan
President & CEO

Mr.Tariq Ahsan joined the Bank in
December 2010. He has over 28 years of
experience in the financial sector through

various roles in established institutions
such as Pak Brunei Investment Co, PICIC
Commercial Bank Ltd, Dawood Bank Ltd,
IDBP, NDFC, NDLC and Bank of Oman.
He possesses a Masters in Business
Administration with specializations in
Marketing and Finance.

Muhammad Bilal Sheikh

Non Executive Director

Mr. Sheikh is a career banker having
experience of over 48 years. He has been
Chief Executive of various Banks and DFls

for the last 19 years.
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From left to right:Tajammal Husain Bokharee, Mohammad Shahid Murtaza, Muhammad Naeem Sahgal, Syed Hasan Naqvi Afzal Ghani (Chairman), Raja Muhammad Abbas, Muhammad Bilal Sheikh and Tariq Ahsan (President & CEO)

Board of Directors: Committees of the Board: Human Resource & Remuneration Committee:
Afzal Ghani Chairman

Muhammad Naeem Sahgal Member
Afzal Ghanil] Chairman/Independent Director Risk Management Committee: Muhammad Bilal Sheikh Member
President & CEO Member

Tajammal Husain Bokharee Chairman Head of Human Resource Secretary

Syed Hasan Nagqvi, Finance Secretary (GoS)[] Non Executive Director Mohammad Shahid Murtaza Member

President & CEO Member Audit Committee:
Muhammad Naeem Sahgal Chairman

Syed Hasan Naqvi Member
Muhammad Naeem Sahgal (][] Independent Director Muhammad Bilal Sheikh Member

Procurement, Information Technology & Security Committee: = Raja Muhammad Abbas Member
Tajammal Husain Bokharee Independent Director Syed Hasan Naqvi Chairman Head of Internal Audit Secretary

Mohammad Shahid Murtaza Non Executive Director Head of Risk Management Secretary

Mohammad Shahid Murtaza Member Nomination Committee:

Tajammal Husain Bokharee Member Raja Muhammad Abbas Chairman
Raja Muhammad Abbas Member Tajammal Husain Bokharee Member
President & CEO Member Muhammad Bilal Sheikh Member

) President & CEO Member
Tariq Ahsan President & CEO Head of Information Technology ~ Secretary Company Secretary Secretary

Raja Muhammad Abbas[1[] Independent Director

Muhammad Bilal Sheikh Non Executive Director
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Sindh Bank VISA and UnionPay Debit Cards
can be used anywhere in the world.
PakPak Debit Cards can only be used in Pakistan.

money safe.

PayPak. UnionPay & VISA
Debit Cards These Debit Cards keep your wallet light and your
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Entity Ratings

Long-Term Rating AA
Short-Term Rating A- | +
Outlook-Stable

Definitions by JCR-VIS Credit Rating Co. Ltd.

Long-Term Rating AA

High Credit Quality. Protection factors are strong.
Risk is modest but may vary slightly from time to
time because of economic conditions.

O

Short-Term Rating A-1+

Highest certainty of timely payment; Short-term liquidity,
including internal operating factors and/or access to
alternative sources of funds, is outstanding and safety
is just below risk free Government of Pakistan’s short-
term obligations.
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Statement of Ethics and Business Practices

This Statement of Ethics and Business Practices applies to all Employees of Sindh Bank Limited. It strives to set forth certain standards and rules of
conduct followed in the corporate entities, globally. Our culture of ethics and integrity shall from the beginning define who we are as a Bank and
how we as colleagues treat each other, our customers and stakeholders.

This Statement of Ethics and Business Practices attempts to introduce the Employees to the types of attitudes and conduct that create an honest,
fair and legal workplace. It will be surrounded by 3 basic beliefs:

* Respect for the Individual ¢ Service to the Customer -« Striving for Excellence

General Principles and Significant Aspects of Code of Ethics:

We will abide by the laws of the Country in all activities at work and beyond. Any suspected material violation of a law, regulation or ethical
standard must be reported to the appropriate level of authority within the Bank. Where appropriate, the authority will report to the relevant
statutory authority.

We will always demonstrate high standard of conduct at work place or outside as good citizens of Pakistan.

We will adhere to a high level of professional practices commensurate with Bank's aim to achieve growth in earning for shareholders over the
long term undertaking business compatible with our character and business norms.

We will behave with integrity and honesty in our dealing with customers, colleagues, supervisors and all others with whom we interact.

We, as the Bank employees have a responsibility towards all stakeholders to make decisions strictly on the basis of Bank's interests, without
regard to personal gain. A conflict of interest can arise when one's judgment could be influenced, or might appear as being influenced, by the
possibility of personal benefit. Even if it's not intentional, the appearance of a conflict may be just as damaging to employees' and Bank's reputation,
as an actual conflict. We would always be on the lookout for situations that may create a conflict of interest, and do everything we can to avoid
them.

Situation may arise holding an employee in conflict of his interest with the interest of the Bank. In such situation, to enable the Bank to make
objective decisions, the employee must declare in advance the possible conflict of interest, to his/her senior. The management may require the
employee to dissociate him/her from any involvement in a decision by the Bank that relates to such personal conflict.

Our involvement in an outside activity or any external position held must not give rise to any real or apparent conflict with a customer's interest,
must not adversely reflect on the Bank and must not interfere with an individual's performance.

We will not solicit or accept gifts, sponsorship, hospitality or favor which would compromise, or give the appearance of compromising our position
or any business decision taken by or on behalf of the Bank. Accepting gifts and entertainment can cause a conflict of interest, or the appearance
of a conflict between personal interests and professional responsibility. The Bank's culture is to never accept gifts or entertainment from any
supplier, potential supplier, or any person the employee has reason to believe may be seeking to influence business decisions or transactions.

We, besides working with honesty and faithfulness shall maintain strict secrecy regarding the Bank's affairs and the affairs of its constituents and
subsidiaries, if any. We shall use our utmost endeavors to promote the interest of the Bank and shall show courtesy and attention in all dealing
with customers.

. We shall not use for personal gain or benefit or, except insofar as it is necessary in the regular course of business, disclose to anyone within

or outside the Bank any information obtained in the course of work that is of confidential nature.We will not disclose intentionally or carelessly,
any information that is of confidential nature without the prior approval from the respective departmental head. In official communication or
prospective communication with prospective or current client, ensure that information is given only on need to know basis.

. We shall not engage in any other profession, trade or business activity for remuneration or enter into the employment of any other

person firm or company. An engagement in social and welfare service beyond normal office hours may however, be encouraged.

. We shall not make any false or misleading statement in relation to our appointment or performance of our duties in the Bank.To ensure accuracy

of information that would be provided to the public, the employees are prohibited from making any statement, including statements about financial
matters (written or verbal) on behalf of the Bank to media, news publications, business publications, or any other source without prior approval
from the respective department of the Bank.

. Personal, social and unofficial visits during working hours are discouraged. In the event of an emergency, visitors may be entertained

outside the work area, or in the designated reception area to ensure confidentiality of information and minimum disruption.

. We shall not bring or attempt to bring political or other influence, directly or indirectly, nor shall we take part in, subscribe to and or assist in

any way, any political activity.

. If we are found involved or convicted in a criminal offence, we shall immediately bring to the notice of the Management through our head of

department or, if arrested and released on bail, soon after such release.

. We shall generally dissuade from following evils:

* Inappropriate Conduct * Sexual Harassment ¢ Corruption and Retaliation ¢ Discriminatory Behavior * Grapevine and Gossips
* Intentional Dishonesty ¢ Drug Abuse and Anti Environmental Activities ¢ Insider Trading * Money Laundering

In terms of regulation 4, Item # 10 notified by State Bank of Pakistan (SBP) vide BPRD Circular No. 02 dated 13/09/2012, Employees of the banks
are strictly prohibited to disclose the facts to the customer or any other quarter that a suspicious transaction or related information is being or
has been reported to any authority, except if required by law.

18
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ORGANOGRAM

BOARD OF DIRECTORS BOARD’S INDEPENDENT
AUDIT COMMITTE
TARIQ AHSAN
' PRESIDENT & CEO
SHAMSUDDIN KHAN
EVP/COMPANY SECRETARY &
HEAD OF LEGAL AFFAIRS
SHAHID S.A. MUGHAL
EVP/HEAD OF AUDIT
A
i AKHTAR ALI KHAN
5 ADVISOR
MAMNOON A. ALVI KH. TAJAMMUL HUSSAIN
ADVISOR SEVP/HEAD OF HUMAN
RESOURCE & TRAINING
FARHAN A. KHAN SYED ASSAD ALI m A. RAUF CHANDIO MASOOMA HUSSAIN ﬂ ANIS IQBAL NADEEM ALTAF
SEVP/GROUP HEAD EVP/GROUP HEAD EVP/GROUP HEAD ;
NORTHERN REGION RURAL SINDH REGION '“,:, SOUTHERN REGION EVP/HEAD OF OPERATIONS = SRl 2o EVP/HEAD OF CREDIT
KHAWAJA GHALIB SAFDAR KAZI SAEED UDDIN KHAN NAVEED E. MALIK
LT. COL(R) SHAHZAD BEGG SAEED JAMAL TARIQ
EVP/HEAD OF PRODUCT SVP/ HEAD OF EVP/HEAD OF SVP/HEAD OF COMPLIANCE,
; DEVELOPMENT & MEDIA EVP/HEAD OF ADMINISTRATION RISK MANAGEMENT FVPICFOHEAD OF FINANCE 2 ISLAMIC BANKING VIG. & FRM
SHAMS-UL-ABBAS MALLAH JEANETTE CHOHAN -~ SHARIQ H. JALEESI RUKHSANA NAREJO
SVP/HEAD OF EVP/HEAD OF F & FOREX TRADE SVP/ HEAD OF CREDIT SVP/HEAD OF TREASURY
AGRI CREDIT h‘-‘ ADMIN DIV (CAD) (FRONT OFFICE)

19 Position as on April 01,2017 20
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On behalf of the Board of Directors, | am pleased to present the 6th Annual Report of the Bank for the year
ended December 31,2016. Financial highlights for the year are as follows:

(Rupees in '000)

. Year Ended Year Ended °
A O A G 1S December 31, 2016 | December 31, 2015 70 ErA BN

. b
As on As on
DI rectors Balance Sheet Decemb:: 31,2016 Decemb:: 31,2015 | 7 2ge Change

RePO rt Paid up Capital 10,010,130 10,000,000 .
Reserves & un-appropriated profits 5,386,723 3,99951 | 34.68%
Paid up Capital & Reserves 15,396,853 13,999,511 9.98%
Surplus on Revaluation 134,032 758,879
Equity 15,530,885 14,758,390 5.24%
Deposits 119,022,240 84,076,644 41.56%
Investments (net of repos) 70,290,533 48,111,792 46.10%
Gross Advances 55,979,573 46,708,032 19.85%

Markup/return/interest income 9,775,399 10,127,239 -3.47%
Markup/return/interest expensed 5,371,167 5,684,824 5.52%
Net markup/profit/interest income 4,404,232 4,442,415 -0.86%
Non-mark-up/non-interest income 3,495,950 3,491,838 0.11%
Non mark-uplinterest expenses 3,864,804 3,366,817 14.79%
Provisions 1,607,448 2,520,355

Provisions-general 1,501,834 2,501,523

Provisions-specific 105,614 18,832

Profit before Tax 2,427,930 2,051,499 18.35%
Profit After Tax 1,390,826 1,230,263 13.06%
Earnings per share (Rupees) 1.39 1.23 13.05%

No. of Accounts
Number of Branches

. As on As on °
o/ [ e December 31,2016 | December 31,2015 | 7 28¢ Change

A. DEPOSITS

418,454
260

358,084
250

16.86%
4%

Total Deposits registered an increase of 41.6 percent and stood at Rs. | 19.0 billion compared to Rs.84.1 billion
on December 31,2015. Ratio of Finance Department, GoS Deposits to other Deposits was 17:83 as compared
to 19:81 at the year ended 2015. Number of customer accounts at 418,454 registered an increase of 16.9
percent over 2015. Growth in other deposits and number of depositors is indicative of enhanced customer
confidence in the Bank.

B. ADVANCES
Gross Advances increased by 19.9 percent to Rs. 56.0 billion as compared to Rs. 46.7 billion on December
31,2015. Sector-wise exposure is as follows:

22
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FY 2016 FY 2015

2AS 1.6%

15.1% 13.1%
31.7%

29.50%

4.6% m Agri-business

B Automobile and transportation equipment

6.4%

¥ Business and iron steel
46% : o
B Construction, Real Estate and societies
B Financial
0,
35%  mFood

Mining and Quarrying

3.7%

3.9%

Power Electricity and Gas
0y
d ]
7.8% Sugar 93%
Transport, Storage and Communication
Others

11.4% 5.7%

0.8%

4.9%

12.20% 21.6%

Out of the above, exposure to Food Department, GoS of Rs. 6.2 billion (i.e | 1.0%) and Rs. 3.5 billion (i.e 6.2%)
in the Power sector, are secured against GoP/GoS guarantee/comfort letters. Against exposure of Rs. 16.5
billion to the Sugar sector; an amount of Rs.3.4 billion is secured against 100% cash collateral and Rs. 4.3 billion
against pledge of Sugar with 20% margin.

C. INVESTMENTS

Investment in Government securities increased by 4.1 percent to Rs. 66.9 billion on December 31,2016
compared to Rs. 64.3 billion as at December 31,2015. Investment in Stock Market stood at Rs.2,948 million,
increasing by 10.8 percent over December 31,2015 (Rs.2,661 million). Break-down by type of investment is
as under:

FY 2016 FY 2015

B Investment in Govt. Securities

B [nvestment in shares and metual
funds

B Investment in Subsidiary

B Other Investments
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D. PROFIT
Pre-tax profit for the year ended December 31,2016 amounted to Rs. 2,428 million as against Rs.2,051 million
earned in the corresponding period of 2015, an increase of 18.4%. Breakup is as follows:

Profit 2016 Profit 2015
(Rs. in Million) (Rs. in Million)
PAT; 1,39 Net Interest Income; PAT; |,230\ Net |ntirizt2|ncomei
4,404 !
PBT; 2,051
PBT; 2,428
Provisions, 1,607
Provisions, 2,520
Operating Expences;
3,362
Operating Expences; Non Mark-up Income;
3,865 3,496 Non Mark-up Income;

3,492

Net Markup/Interest Income suffered a minor decline of 0.9 percent over 2015.The reason for Net Markup/Interest
income not rising in line with the increase in the Bank's Deposits can be attributed to (i) full year impact of the 2.5
percent decrease in Policy rate during 2015 and further decrease of 0.25% during 2016; (i) less than proportionate
decrease in the return on deposits compared to the return on advances, which are contractually adjusted on the
re-pricing date.This is because customer retention is very important for a new bank like us;and to some extent
(iii) suspension of markup/interest income on NPLs. Results of major banks released so far reveal a decrease in their
Net Markup/Interest Income as well as Net Profits before Tax, however the adverse effect in the case of Sindh Bank
has been cushioned to some extent due to growth of over 40 percent in Bank's Customer Deposits, against the
industry average of 20.4 percent.

Bank's Non-Markup/Interest income during 2016 remained at virtually the same level as 2015. Break-up is as follows:

Non-Markup Income 2016 Non-Markup Income 2015
(Rs. in Million) (Rs. in Million)
Gain on sale of

shares/mutual fund
ect; 426

Gain on sale of
shares/mutual fund
/ ect; 290
/- Other income 9

Fee, commission
brokerage income;
359

Other income 6

Fee, commission
brokerage income;

\Bividend income 120;

income from dealing
in foreign currencies;
9

\ Dividend income;
\ 142

income from dealing
in foreign currencies;

Gain on sale of

Gain on sale of .
Government Securities

Governnﬁzezzjecurities 2637
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Capital Gains included Rs. 2.6 billion realized on the sale of PIBs whereas Rs.289.7 million was realized from
sale of other investments, mainly shares/mutual funds.

As an abundant caution, further amount of Rs. 1.5 billion (Rs.4.0 billion as of now) has been set aside as general
provision to deal with any unforeseen contingencies against the risk inherent in the Advances portfolio. This
is in addition to general provision of Rs. |.834 million against Consumer/Small Enterprises Financing and Specific
provision of Rs.105.614 million against other advances as required under Prudential Regulations.

E. BRANCH NETWORK
The Bank has its presence at 260 locations spread over |30 cities/towns all over Pakistan and include
|4 branches which are dedicated to Islamic Banking, Region wise breakup is as under:

South: including Karachi, Sindh/other cities/towns & Balochistan 159 71
North: including Punjab, Islamabad, KPK, AJK & GB 101 59
Total 260 130

ECONOMIC REVIEW

During Fiscal Year 2016 (FY16) the momentum of Pakistan's economy increased recording an eight year high
GDP growth of 4.7 percent (FY 15-4.0 percent).This occurred due to strong performance of the (i) industrial
sector which registered growth of 6.8% vs 4.8% in FY'|5, and (ii) services sector which recorded a growth of
5.7% compared to 4.3% in FY15.The growth was achieved despite a slight decline of 0.2 percent in Agriculture
due to significant losses to the cotton crop.

Average headline CPI inflation during FY16 was 2.9 percent compared to 4.5 percent during FY15.A rising
trend was witnessed in the six months ended December 31,2016 as average inflation was clocked at 3.9
percent compared to 2.1 percent in the same period last year. During 2016, only one adjustment in the Policy
rate occurred as the Monetary Policy Committee (MPC) cut the rate by 25 bps to an all-time low of 5.75
percent.

FX reserves as at December 31,2016 were US$ 23.2 bn compared to US$ 20.8 bn last year; increasing by
I 1.5 percent. The high level of reserves supported stability in value of the Pak Rupee during the year.

During FY 16 Exports amounted to US$ 21.97 bn, declining by 8.8 percent from US$ 24.08 bn in FY 5. Growing
CPEC related imports, decline in exports, slowdown of foreign remittances (6.4% growth in FY16 vs 17.3%
in FY15) and drying out of inflows from Coalition Support Fund, increased the CA deficit to USD 3.6 bn as
at December 31, 2016.This deficit was financed mainly through increased bilateral/multilateral funding and
investment flows.

PSX 100 index ended the year 2016 at 47,807 points, rising by 45.7 percent (2015 Dec-32,816 points) over
last year, leading all the stock markets in Asia. During the year Pakistan also gained entry into one of the world's
most popular emerging markets equity indices ie MSCI Emerging Markets Index.With about $1.5 trillion in
assets under management tracking the EM Index, it has been a huge boost for the market.

CREDIT RATING
The JCR-VIS Credit Rating Company has assigned the Bank, medium to long term entity rating of AA (Double
AA) with a Stable outlook.The short term rating stands at A-1 +.
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MINIMUM CAPITAL REQUIREMENT & CAPITAL ADEQUACY RATIO
The Bank is fully compliant with the minimum capital requirement prescribed by the State Bank of Pakistan
while its Capital Adequacy Ratio stood at 18.33% as against the minimum requirement of 10.65%.

RISK MANAGEMENT FRAMEWORK

Sindh Bank has in operation a risk management system commensurate with the size and complexity of its
operations to provide reasonable assurance that the risks undertaken are adequately managed and are within
its risk appetite. During the year, further refinements/enhancements to the automated risk management system
were made to strengthen controls over the Bank's operations. Efforts continue to bring about qualitative
improvements to ensure that the Bank's risk management system is well equipped to assess major/material
risks particularly credit, market and operational risks associated with the banking sector.

INTERNAL CONTROLS OVER FINANCIAL REPORTING

Sindh Bank has established an ongoing process for identifying, evaluating and managing significant risks faced
by the Bank and this process includes the system of Internal Control over Financial Reporting. The process is
regularly reviewed by the Board Audit Committee.

The Board is of the view that the system of Internal Control over Financial Reporting in place is sound and
adequate to provide reasonable assurance regarding the reliability of Financial Reporting,and that the preparation
of Financial Statements for external purposes is in accordance with relevant accounting principles and regulatory
requirements.

The management assists the Board in implementation of the Board's policies and directives pertaining to
Internal Control over Financial Reporting. The management is working continuously towards enhancing the
system of Internal Control over Financial Reporting.

MAJOR HIGHLIGHTS OF THE YEAR

* Islamic Banking Division
During the year, one Islamic Banking Branch (IBB) was set up in Quetta expanding the IBBs network to
[4 in addition to | | Islamic Banking Windows (IBWs) set up in Karachi & Lahore taking the number to
I 3. Notwithstanding an increasingly challenging and tough external environment over the last two years,
particularly for the Islamic Banking industry, Alhamdulillah, Sindh Bank-Islamic Banking continued its progress
by increasing its deposit base by 48% and financing by 313%.This growth in both assets and liabilities has
been acquired by tapping new business segments. It is hoped that the pace of progress will increase in the
coming year as branches opened during 2015 and 2016 have gained sufficient customer penetration in
their areas of operation.

* Microfinance Bank
Sindh Microfinance Bank Limited (SMFB), a wholly owned subsidiary of Sindh Bank, started microfinance
operations in May 2016. On a promising note, in the first year of its operations ie 2016, SMFB registered
Profit before Tax of Rs. 20.7 million. SMFB's capital and reserves as at December 31,2016 stood at Rs.
777.7 million.

The bank is currently focusing on its flagship loan product branded as 'SUJAG AURAT" which is designed
exclusively for women empowerment. The loan amount under the Product ranges from Rs. 20-25,000.
Total loans disbursed as of December 31,2016 stood at Rs. 87 million to over 3,840 female recipients.
Due to strict risk control measures, SMFB had no overdues as on December 31, 2016.

SMFB has five (5) branches and nineteen (19) service centers, mostly in rural areas of Sindh i.e Mithi,
Islamkot, Umarkot, Golarchi, Kunri, Digri and other similar areas. By the end of 2017, SMFB plans to have
a network of ten (10) branches and forty (40) service centers.
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* Benazir Income Support Program
The Bank has been handling this scheme since its start for the Tando Muhammad Khan district in Sindh.
The number of beneficiaries increased to 41,833 during 2016 as against 40,359 in 2015. Total amount
disbursed during 2016 amounted to Rs.798 million as compared to Rs.714 million disbursed in 2015.
Handling BISP provides the Bank an opportunity to serve the less privileged segments of population.

* Home Remittances
Sindh Bank's branches handled home remittances to the tune of Rs 1.7 billion through 39,200 transactions
during 2016 as compared to Rs |.5 billion through 35,700 transactions in 2015. Sindh Bank has arrangements
in this regard with globally reputed companies such as Western Union and MoneyGram.

AGRICULTURE FINANCING
The Bank's exposure to the sector as at December 31,2016 aggregated Rs. 2,567 million encompassing 6,343
farmers, compared to an amount of Rs. 2,979 million to 7,004 farmers as at December 31, 2015.

Agricultural credit disbursement target of Rs. 3,800 million was assigned by SBP for FY 2016-17.Against this
target, an amount of Rs. [,536 million (40 percent) has been utilized during the first half of FY 2016-17 and
we expect to comfortably achieve the assigned target by June 30,2017.

IT INITIATIVES

IT based facilities/services offered by Sindh Bank to its customers are at par; if not better, than the leading Banks
in the Country. Use of information technology to provide better services to our customers as well as increasing
financial inclusion, in line with SBP's vision, remains the prime focus of Sindh bank.

The Bank launched PayPak Debit Cards in 'Classic' and 'Gold' and VISA Debit card in the 'Classic','Gold' and
'Platinum' categories aimed at different customer segments and loaded with different features and benefits.
TheVISA card uses EMV (Euro Master Visa) chip technology making it more secure and less prone to frauds,
including skimming. PayPak is Pakistan's first ever domestic payments card which will facilitate local vendors
and customers by virtue of lower merchant and issuance fees, not to mention the savings in the Country's
foreign exchange.

To facilitate home remittances, the Bank launched a mobile app whereby Non-resident Pakistanis can remit
money to their families in Pakistan instantly on a 24 hours 7 days basis without the need to visit any currency
exchange or agent. The product is being launched under the Pakistan Remittances Initiative (PRI).

Sindh Bank is one of the first few banks which successfully added RTGS/STP (Real Time Gross Settlement/Straight
Through Processing) functionality to its Core Banking system, enabling customers to directly transfer their
funds, including home remittances, on a real time basis.

33 ATMs were added to the Bank's network making a total of 225 ATMs at December 31,2016.

The Bank's IT was also instrumental in supporting Sindh Bank's CSR activities especially related to BISP and
Zakat disbursements.

STAFF, TRAINING & DEVELOPMENT
Total Bank staff i.e. executives, officers and support staff as at December 31, 2016 numbered 2,099.

In line with Management's focus on improving employee skill levels and compliance environment, an extensive
training regime was implemented. Major focus of in house and ex house training was on branch banking
operations, regulatory compliance, consumer protection framework, SME financing, audit & internal control,
soft skills etc. besides online testing on AML/CFT . During the year more than 1,400 staff members (around
70% of the staff strength) attended in-house and ex-house training programs.
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CORPORATE SOCIAL RESPONSIBILITY (CSR)

During 2016, the Bank facilitated payments amounting to Rs. 798 million to around 42 thousand beneficiaries
under Government of Pakistan's Benazir Income Support Program. Further disbursement of an amount of Rs.
787 million to over 95 thousand Zakat beneficiaries on behalf of the Sindh Zakat & Ushar
Department, Government of Sindh was facilitated through Sindh Bank's Benazir Muawanat Card.

In addition, the Bank had an amount of Rs.6.2 billion outstanding against disbursement made directly to
growers for procurement of wheat on behalf of the Food Department, Government of Sindh.

CORPORATE AND FINANCIAL REPORTING FRAMEWORK

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

*  Proper books of accounts of the bank have been maintained.

*  Appropriate accounting policies have been applied consistently in preparation of financial statements and accounting
estimates are based on reasonable and prudent judgment.

* The International Financial Reporting Standards, as applicable to banks in Pakistan, have been followed in preparation
of financial statements and any departures there from have been adequately disclosed and explained.

* The system of internal control is sound in design and has been effectively implemented and monitored.

* There is no doubt about the Bank's ability to continue as a going concern in the foreseeable future.

+ Statement of compliance with the Public Sector Companies (Corporate Governance) Rules, 2013 is given
seperately in the annual report.

* During the year a Directors' Orientation Course on Corporate Governance was conducted through an ICAP
approved trainer and was attended by all directors including the CEO.

* Key financial and operating data for six years is being provided in the annual report.

* All the statutory liabilities, if any have been adequately disclosed in the financial statements.

* The appointment of the Chairman and other members of the Board and the terms of their appointment along
with remuneration policy adopted are in the best interest of the Bank as well as in line with best practices.

* Value of investments of Sindh Bank Limited Employees Provident Fund as at December 31,2016 amounted to
Rs. 346.8 million (2015-Rs.236.63 million). Value of investments of Sindh Bank Limited Employees Gratuity Fund
as at December 31,2016 was Rs.120.3| million (2015-Rs.69.29 million) and further an amount of Rs. 50.48
million has been transferred subsequent to the balance sheet date, based on actuarial valuation of the fund.

ANNUAL EVALUATION OF BOARD, CHAIRMAN, INDIVIDUAL DIRECTORS,
INDEPENDENT DIRECTORS, CEO & COMMITTEES

In terms of SBP, BPRD Circular # | |, dated August 22,2016 and the Public Sector Companies Corporate
Governance Rules 2013, the Board of Directors in its 44th Meeting held on November 21,2016 had approved
the evaluation criteria and procedure for evaluation of its own performance, performance of Chairman,
Individual/Sponsor Directors, Independent Directors, CEO and its Committees.

The Board members carried out annual evaluation based on the in-house developed mechanism, in a confidential
manner and submitted their reports to the Chairman. The Performance of the Board was evaluated by all
Directors on individual basis on the criteria which included Board composition and structure, Board contributions
towards developing strategies, policy framework, robust and effective risk management, internal control and
audit functions etc.

Performance evaluation of Chairman, Independent Directors & CEO was carried out by all the members,
excluding the evaluating Director. Performance evaluation of the Non-independent directors was carried out
by the Independent Directors. The Performance of the Committees was evaluated by the non-members.
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BOARD MEETINGS
During the year under review attendance of Directors at the Board meetings were as under:

40th 4lth 42th 43th 44th Total
. Meeting Meeting Meeting Meeting Meeting G
S.No. Name of Directors held on held on held on held on held on Meetings
01.032016 | 15042016 [ 10.082016 18.102016 | 21.11.2016 | Attended

I Mr. Afzal Ghani v Vv Vv v v 5
2 Mr. Mohammad Sohail Khan Rajput v v - - = 2
3 Syed Hasan Naqvi - - - v v 2
4 Mr. Mohammad Shahid Murtaza v v v v v 5
5 Mr. Muhammad Naeem Sehgal v v v v v 5
6 Mr. Tajammal Husain Bokharee v v v v v 5
7 Raja Muhammad Abbas - v v v v 4
8 Mr. Muhammad Bilal Sheikh v v v v v 5
9 Mr. M. Naim Farooqui 4 4 - - - 2
10 Mr.Tariq Ahsan - - v v v 3
Meeting Attendance 7 8 7 8 8 -

Syed Hasan Nagqvi, the new Finance Secretary, Government of Sindh, was co-opted in place of
Mr. Muhammad Sohail Khan Rajput on September 05, 2016, who proceeded to another assignment.

Mr. Naim Farooqui resigned from the services of the Bank on April 15,2016.

Mr.Tariq Ahsan was appointed as the Acting President & CEO of the Bank on April 15,2016 and was later
confirmed as President & CEO on July 29,2016.

The Board places on record its appreciation for the support and contribution extended by the outgoing
directors during their association with the Board/Bank.

BOARD COMMITTEES MEETINGS
Details of the Board Committees meetings is disclosed in Statement of compliance with the Public Sector
Companies (Corporate Governance) Rules, 2013 in this report.

PATTERN OF SHAREHOLDING
The pattern of shareholding is attached with this report.

EXTERNAL AUDITORS

M/s Grant Thornton Anjum Rahman, Chartered Accountany, the retiring auditors have completed their five
year term and are not eligible for re-appointment. Appointment of the new statutory auditors’ of the Bank
for the year ended December 31,2017 will be consdiered in the fourthcoming 6th Annual General Meeting.
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FUTURE OUTLOOK

The process for listing of the Bank on Pakistan Stock Exchange (“PSX”) was put on hold in view of the potential
acquisition/merger of Summit Bank into Sindh Bank Limited. In this regard, the Board of Directors gave its
in-principle approval for due diligence of Summit Bank and accordingly SBP's approval was sought to undertake
the due diligence, which was granted on December 27,2016. Consultant for undertaking the due diligence
after complying with the lengthy procedure of SPPRA, has been appointed and work on due diligence initiated.
Subject to Shareholders and SBP/Regulatory approvals, this can lead to acquisition/merger of Summit Bank
into Sindh Bank in future. Subject to regulatory approvals, the emerging entity will be listed on PSX.

After record GDP growth of 4.7 percent in FY 16, the Government expects the Pakistan economy to further
expand in future due to improving industrial activity and rising demand for allied services. Improved security
situation should also assist in attracting foreign investment, adding to the sustainability of the growth momentum.
Further interest rates may witness a rising trend in line with higher expected inflation easing somewhat the
pressure on Banking sector spreads.

To successfully handle the challenges facing the Bank, management is pursuing a comprehensive bank-wide
strategy aimed at increasing business volumes, increasing Net Interest/Markup Income and fee based income
which includes increasing advances, improving profitability of established branches and launching new depository
and loan products aimed at the consumer segment.

Another 40 branches are planned to be opened during 2017 to enable the Bank to expand its network/reach
at the same time reaching the milestone of 300 online branches and becoming the only Bank in the Country
to open three hundred branches in a period of less than 7 years.

80 ATMs are planned to be added to the Bank's network during 2017, bringing the total to 305 ATMs, increasing
the Bank's branchless banking footprint.Ve also intend to introduce biometric verification devices to our ATMs
to reduce the risk of skimming/misuse of a customer's PIN code.

For general public, it is planned to launch Mobile Wallet for walk-in customers by opening Accounts with a
limited mandate. Initially, this will be used for payment of utility bills and mobile top-up using Sindh Bank's state
of the art SMS banking facility.

ACKNOWLEDGEMENTS
On behalf of the Board of Directors, | would like to sincerely thank the regulators, shareholders and customers
for their continued guidance, support and confidence reposed in the Bank and its Management.

My thanks to the staff of Sindh Bank whose team spirit, hard work and commitment has enabled the Bank to
achieve these excellent results in such a short time. | am hopeful that they will continue to serve the Bank
with the same zeal and spirit.

On behalf of the Board of Directors

Aol

Tariq Ahsan
President/CEO
Karachi, March 2,2017
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D E P 0 S I TS Rupees In billion
am N FY 2016 N
120
32.32% 40.55%
100
80
60
40
20
- 27.13%
DEC-11 DEC-12 DEC-13 DEC-14 DEC-I5 DEC-16
\ WTERM M SAVING ® CURENT / \ IER EARTOE U j
ADVANCES Rupees In billion
/ 60 \ / \
FY 2016 84.42%
50 /
40
30
20
10 0.74%
- 3.67% / >
BES0 BESZ2 BEGY BESK BESHS EESHIE .17 m Loan cash credits, running finance etc.
m Islamic Financing and related assets m Commodity Finance
mBills discounted and purchased (excluding MTB) . )
B Commodity Finance m Islamic financing and related assets
\ m Loan, cash credits, running finances etc. j \ H Bills discounted and purchased (excluding MTB) j
INVESTMENTS Rupees In billion GOVERNMENT SECURITIES Rupees In bilion
f 90.00 \ / \
80.00
80.00
70.00
70.00
60.00 60.00
50.00 50.00
40.00 200
30.00 30.00
20,00 | =
10.00 1000

DEC-Il DEC-12 DEC-13 DEC-14 DEC-15 DEC-16

DEC-11 DEC-12 DEC-13 DEC-14 DEC-I5 DEC-16

B Leading to financial institutions j \

B Market Treasury Bills
B Sukur Certificate
M GIS - Bai Muajil

W Pakistan Investment Bonds

M Jjarah Sukuk j

B Investments
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PROFIT

(Rupees in billions)

-

3.00
2.50
2.00
1.50
1.00

0.50

-

~

DEC-11

M Profit before Taxation

DEC-12

DEC-13 DEC-14 DEC-15 DEC-16

M Profit after Taxation

INCOME

-

29.89%

-

FY 2016

42.3%

FY 2015 \

42.3%

= Investment 29.8%

u Deposits with financial
institutions

0.3%
m Securities purchased
under the agreements

0.3%
m Call/dean leadings

-

0.8%
25.6%
26.3% u Non mark-up/interest
income j
EXPENCES
FY 2016 FY 2015
135% 0% 32.5% Pepostts 23% A5 0.0%
mRepurchase agreements k

7.2%

36.7% _/

11.5%
uOther short term Ny
borrowings
mProvision against NPL
mImpairment on

Investments

L 8.7% wAdministrative expenses

Taxation
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Value Added Statement Vertical Analysis
Statement of Financial Position / Profit & Loss
Lo LN 2016 2015 2014 E 2012 2011
Rs.in ® Rs.in ® Rs.in ® Rs.in Rs.in o Rs.in
million % million % million % million million % million
Value Added
Net interest income 4,404 4442 STATEMENT OF FINANCIAL POSITION
Non interest income 3,496 3,492 ASSETS
Operating expenses excluding staff costs Cash and balances with treasury banks 7501 5% 5298 4% 5066 4% 3519 5% 2431 3% 1656 3%
depreciation, amortization and donations (1,645) (1,372) Balances with other banks 91 0% 1,08 1% 538 0% 191 0% 95 0% M 1%
Provision against advances, investments & others (1,607) (2516) Lendings to financial institutions 6939 5% 850 1% 12665 10% 403 5% 4620 5% 10905 23%
Value added available for distribution 4,648 4,046 Investments 71540 49% 70394 55% 59467 48% 36786 49% 62631 68% 26082 55%
Advances 51833 35% 44169 34% 41185 33% 26565 35% 19282 2% 7259 5%
Distribution of value added: Operating fixed assets 1825 1% 1899 1% 1812 1% 1766 2% 1,557 2% 584 1%
Deferred tax assets-net LI90 1% 301 0% - - - - - - - -
To employees Other assets 4736 3% 4245 3% 4138 3% 2170 3% 1347 1% 1000 2%
Remuneration, provident fund and other benefits 1,816 39.07% 1,613 39.87% 146,355 100% 128,242 100% 124,871 100% 75033 100% 92,291 100% 47,730 100%
LIABILITIES
Bills payable 714 0% 289 025% 400 0% 363 0% 176 0% 2 0%
To government Borrowings from financial institutions 8911 6% 27161 24% 46077 37% 16758 22% 48,602 53% 13013 27%
Income tax 1,037 22.31% 821 20.30% Deposits and other accounts 119022 81% 84077 74% 61884 50% 4575 6I% 31470 34% 23518 49%
Deferred tax liability-net 0% - 903 1% 10 0% 207 0% 10 0%
Other liabilities 277 1% 1958 2% 1506 1% 820 % 4T 1% 484 1%
To society 130,824 89% 113,484 100% 110,769 89% 63,706 85% 81,203 88% 37,067 78%
Donations - 0.00% I 0.27%
NET ASSETS 15531 11% 14758 12% 14,102 11% 11,327 15% 11,088 12% 10,663 22%
To expansion and growth REPRESENTED BY
Depreciation 374 8.06% 340 8.40% Share capital 0010 7% 10000 8% 10,000 8% 10,000 13% 10,000 11% 10,000 2I%
Amortization 30 0.64% 3] 0.76% Reserves 1,201 1% 923 1% 676 1% 460 1% 327 0% 150 0%
Retained in business 1,391 29.92% 1,230 30.40% Unappropriated profit 418 3% 3077 2% 2,102 2% 1242 2% 710 1% 600 1%
1,795 38.62% 1,601 3957% Surplus / (Deficit) on revaluation of
investments - net of related deferred tax 134 0% 759 1% 1,325 1% (375) -1% 51 0% (87) 0%
4,648 100% 4,046 100% 15531 11% 14758 12% 14,102 11% 11,327 I5% 11,088 12% 10,663 22%
PROFIT & LOSS ACCOUNT
4 Y4 ) Mark-up / return / interest earned 9775 4% 10,127 74% 8932 90% 6329 88% 6141 9% 3704 94%
2016 2015 Fee, commission and brokerage 39 3% B4 2% 184 2% 163 2% 9 1% 0%
Income from dealing in foreign currencies 53 0% 69 1% 66 1% 4 1% 4 1% 2 0%
et Employees i Employees Capital gain and dividend income 3075 23% 3,183 23% 702 7% 651 9% 382 6% 209 5%
and growth 39% and growth 40% Other income 9 0% 6 0% 4 0% 3 0% | 0% 034 0%
39% 40% Total income 13,271 100% 13,619 100% 9,889 100% 7,189 100% 6,668 100% 3,926 100%
Mark-up / return / interest expensed 5371 40% 5685 42% 5497 56% 4072 57% 4103 62% 2241 57%
Operating & admin expenses 3865 29% 3367 25% 2759 28% 2142 30% 1,278 19% 514 13%
_ . Provision against investments & others 1,607 12% 2516 18% 21 0% 22 0% I 0% 3 1%
e Governmen oy Governmen Taxation 1037 8% 820 6% 52 5% 287 4% 399 6% 390 10%
Total Expenses 11,880 90% 12389 91% 8809 89% 6523 91% 5781 87% 3,177 8I%
\_ AN ) Profit after taxation 1,391 10% 1,230 9% 1,079 11% 666 9% 887 13% 750 19%
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Horizontal Analysis Key Performance Indicators

levs 15 2015 5y 2014 14y y3 20013 34617 2012 gy
Rs.in Rs.in Rs.in Rs.in

o 9 o 9 o e
million % million % million % million %

STATEMENT OF FINANCIAL POSITION

ASSETS
Cash and balances with treasury banks 7501  42% 5,298 5% 5066  44% 3519 45% 2431  47% 1,656
Balances with other banks 791 27% 1,086 102% 538 182% 191 -55% 425 74% 244 Financial
Lendings to financial institutions 6939 716% 850  93% 12665 214% 4036 -I3% 4620 -58% 10905
Investments 71540 26703 B QAT Rl % 26082 Investments-Gross Rs.nmion 71341 69235 57437 37383 62556 26246
Advances 51833 17% 44,169 7% 41,185  55% 26565 38% 19282 166% 7259 o
Operating fixed assets 1825 4% 1,899 5% 1812 3% 1766 13% 1557 167% 584 Advances-Gross 55980 46,708 41204 26565 19282 7259
D 1,190 296% 301 . . . 4 | . . Deposits " 119,022 84,077 61,884 45,756 31,470 23,518
Other assets 4736 12% 4245 3% 4138 91% 2170 61% 1347  35% 1,000 Shareholders' Equity " 15,397 14,000 12,777 11,702 11,037 10,750
46355 145 128240 3% 48T 66% TS033 -19% 92291 9% 41730 Total Assets " 146355 128242 124871 75033 92291 47,730
LIABILITIES Net Interest Income " 4404 444 3435 2258 2038 1,463
Bills payable 714 147% 289 -28% 400 10% 363 106% 176  317% 7))
Borrowings from financial institutions 891l -67% 27,16l 41% 46077 175% 16758 -66% 48602 274% 13013 Non Interest Income — 3,49 3,492 956 860 527 22
Deposits and other accounts 119022 42% 84,077 36% 61,884 35% 45756 45% 31470 34% 23518 Operating Expenses - 3,865 3,367 2,759 2,142 1,278 514
Deferred tax liability -0 - - 903 9391% 10 -95% 207 1908% 10 Profit Before provisions " 4,035 4567 1,633 975 1,287 171
Qe [ ety L 20 DU e A/ Provision against investments & others " 1,607 2,516 21 22 I 31
130,824 15% 113,484 2% 110,769 74% 63,706 -22% 81,203 119% 37,067
Profit Before Taxation " 2,428 2,051 1,612 953 1,286 1,140
NET ASSETS 15531 5% 14758 5% 14,102 25% 11327 2% 11,088 4% 10,663 Profit After Taxation - 1,391 1,230 1,079 666 887 750
- . - Dividend Paid " - - - - 600 -
REPRESENTED BY
Share capital 10010 0% 10000 0% 10000 0% 10000 0% 10000 0% 10000 . W .
Non Financial
Reserves 1,201 30% 93 37% 676  47% 460 4% 327 118% 150
Unappropriated profit 4,186 36% 3,077 46% 2102 69% 1,242 75% 710 18% 600
Surplus / (Deficit) on revaluation of No. of Customers (as of) Numbers 414,944 355,567 162,992 120,643 74,600 8,120
investments - net of related deferred tax 134 -82% 759 -43% 1,325 -453% ﬂ % 51 % 87) No.of New Branches Opened "o 10 25 25 40 110 50
5531 5% 147158 Sk 14102 25% 11317 2% 11,088 4% 10663 No. of New Accounts Opened "o 61,638 192572 47419 56541 74949 9,971
PROFIT & LOSS ACCOUNT No. of ATM/Debit Cards Issued (as of) " 128,667 83,729 32,293 17,926 6,923 1,158
Mark-up / return / interest earned 9775 3% 10027 13% 8932 4% 6329 3% 614l 66% 3704 No. of Permanent Employees (as of) n 1501 1456 1,298 1,167 924 462
Fee, commission and brokerage 359  53% 234 27% 184 13% 163 65% 9  830% I No. of ATM Machine (as of) " 225 192 105 24 19 3
Income from dealing in foreign currencies 53 -24% 69 4% 66 51% 4  -1% 44 1840% 2 No. of Mobile Banking Customers "o 170,367 143,608 86,045 62,248 34,040 5,983
Capital gain and dividend income 3075 3% 3183 353% 702 8% 651 70% 382 8% 209
Other income 9 60% 6 46% 4 41% 3 102% I 311% 0.34
Total income 13271 -3% 13,619  38% 9,889 38% 7,189 8% 6668 70% 3,926 Key Financial Ratios
Mark-up / return / interest expensed 5371  -6% 5,685 3% 5497 35% 4072  -1% 4103 83% 224l Earnings Per Share - Pre tax Rupees 243 2.05 |61 0.95 1.29 .14
Operating & admin expenses 3865 15% 3,367 22% 2759  29% 2142 68% 1,278 149% 514 e e P Shera "o 15.38 14.00 12.78 11.70 11.09 10.66
:z:j:]” against investments & others :Zg; i:j 2;? | '7;; 52; 82; 23 '9‘22; 39; 9:; 3;') Return on Eqity - Pre tax % 1652%  1532%  1317%  839%  1181%  9.09%
Total Expenses 11,880 -4% 12,389 41% 8,809 ?% m E 5,781 m 3,177 Return on Assets - Pre tax " 1.77% 1.62% 1.61% [.14% 1.97% 221%
Profit after taxation 1391 13% 1,230  14% 1079 62% 666 -25% _ 887 I8% 750 Capital Adequacy Ratio " 1833 20.13%  2257%  2397%  3851%  56.28%
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(SCHEDULE-I)

Statement of Compliance with the Public Sector Companies (Corporate Governance) Rules, 2013

Name of company -

Sindh Bank Limited

Name of the line ministry -

Finance Department Govt. of Sindh

For the year ended -

31st December, 2016

This statement is being presented to comply with the Public Sector Companies (Corporate Governance) Rules, 2013 (hereinafter called "the

Rules") issued for the purpose of establishing a framework of good governance, whereby a public sector company is managed in compliance

with the best practices of public sector governance.

The company has complied with the provisions of the Rules in the following manner:

S. No.

Provision of the Rules

Rule No.

Y N

Tick the
relevant box

The independent directors meet the criteria of independence, as defined under the Rules.

2(d)

v

The Board has the requisite percentage of independent directors. At present the board
includes:

Category Names Date of appointment

Mr. Afzal Ghani
Mr. Muhammad Naeem Sehgal

07.04.2015
07.04.2

07.04.2015

07.04.2015

Independent Directors

4. Mr. Raja Muhammad Abbas

0

Mr. Mohammad Shahid Murtaza
Mr. Muhammad Bilal Sheikh
Mr. Syed Hasan Nagvi 05.09.2016

07.04.2015
08.02.2016

Non-Executive Directors 5

l.
2.
3. MrTajammal Husain Bokharee
3
I

President & CEO Mr: Tariq Ahsan 15042016

5

A casual vacancy occurring on the board was filled up by the directors within ninety days.

The directors have confirmed that none of them is serving as a director on more than
five public sector companies and listed companies simultaneously, except their subsidiaries.
The Finance Secretary, GoS in the capacity of "Ex-officio" is in more than '5' Public Sector
Companies, which relaxation has been given by SECP vide its Letter
No.CLD/CCD/PSC/37/2015/6163, dated 12.02.2016.

The appointing authorities have applied the fit and proper criteria given in the Annexure
in making nominations of the persons for election as board members under the provisions
of the Ordinance.

The chairman of the board is working separately from the chief executive of the Company.

The chairman has been elected from amongst the independent directors.

The Board has evaluated the candidates for the position of the chief executive on the
basis of the fit and proper criteria as well as the guidelines specified by the Commission.

<K

(a) The company has prepared a "Code of Conduct" and has ensured that appropriate
steps have been taken to disseminate it throughout the company along with its supporting
policies and procedures, including posting the same on the company's website i.e.
wwwi.sindhbankltd.com

(b) The Board has set in place adequate systems and controls for the identification and
redressal of grievances arising from unethical practices.

The Board has established a system of sound internal control, to ensure compliance with
the fundamental principles of probity and propriety; objectivity, integrity and honesty; and
relationship with the stakeholders, in the manner prescribed in the Rules.

The Board has developed and enforced an appropriate conflict of interest policy to lay
down circumstances or considerations when a person may be deemed to have actual
or potential conflict of interests, and the procedure for disclosing such interest.

5() (b))

The Board has developed and implemented a policy on anti-corruption to minimize
actual or perceived corruption in the company.

S)O3(G) (vi)

(a) The Board has ensured equality of opportunity by establishing open and fair procedures
for making appointments and for determining terms and conditions of service.

(b) A Committee has been formed to investigating deviations from the company's code
of conduct.

S)(©)(i)
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The Board has ensured compliance with the law as well as the company's internal rules
and procedures relating to public procurement, tender regulations, and purchasing and
technical standards, when dealing with suppliers of goods and services.

S)(e)(iii)

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

5(6)

The board has quantified the outlay of any action in respect of any service delivered or
goods sold by the Company as a public service obligation, and has submitted its request
for appropriate compensation to the Government for consideration.

5(8)

N/A

(@) The board has met at least four times during the year

(b) Written notices of the board meetings, along with agenda and working papers, were
circulated at least seven days before the meetings.

(c) The minutes of the meetings were appropriately recorded and circulated.

6(h)
6(2)

6(3)

The board has carried out performance evaluation of its members, including the chairman
and the chief executive, on the basis of a process, based on specified criteria, developed
by it. The board has also monitored and assessed the performance of senior management
on annual basis.

The board has reviewed and approved the related party transactions placed before it
after recommendations of the audit committee. A party wise record of transactions
entered into with the related parties during the year has been maintained.

20

The board has approved the profit and loss account for; and balance sheet as at the end
of, the first, second and third quarter of the year as well as the financial year end, and
has placed the annual financial statements on the company's website. Monthly accounts
were also prepared and circulated amongst the board members.

21

All the board members underwent an orientation course arranged by the company to
apprise them of the material developments and information as specified in the Rules.

22

(@) The board has formed the requisite committees, as specified in the Rules.

(b) The committees were provided with written term of reference defining their
duties, authority and composition.

(c) The minutes of the meetings of the committees were circulated to all the
board members.

(d) The committees were chaired by the following non-executive directors:

Number of

Committee members Name of Chair

Audit Committee 04 Mr. Muhammad Naeem Sahgal,

Independent Director

Risk  Management Committee 03 Mr. Tajammal Husain Bokharee,

Independent Director

Mr. Afzal Ghani,
Independent Director

Human Resources Committee 04

Procurement Committee 05 Finance Secretary (GoS),

Non-Executive Director

Nomination Committee 04 Mr. Raja Muhammad Abbas

Independent Director

23

The board has approved appointment of Chief Financial Officer; Company Secretary
and Chief Internal Auditor; with their remuneration and terms and conditions of
employment, and as per their prescribed qualifications.

13/14

24

The company has adopted International Financial Reporting Standards notified by the
Commission under clause (i) of sub-section (3) of section 234 of the Ordinance.

25

The directors' report for this year has been prepared in compliance with the requirements
of the Ordinance and the Rules and fully describes the salient matters required to be
disclosed.

26

The directors, CEO and executives do not hold any interest in the shares of the company
other than that disclosed in the pattern of shareholding.
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27. A formal and transparent procedure for fixing the remuneration packages of 9 . Explanation for Non-Compliance with the
individual directors has been set in place. The annual report of the company contains Public Sector Companies (Corporate Governance) Rules, 2013
criteria and details of remuneration of each director.
28 The ﬁnanciql statements of the company were duly endorsed by the chief executive and 20 v We confirm that all other material requirements envisaged in the Rules have been complied with [except for the following, toward which
: chief financial officer, before approval of the board. reasonable progress is being made by the company to seek compliance by the end of next accounting year]:
The board has formed an Audit Committee, with defined and written terms of
reference and having the following members:
Sr.No. | Rule/sub-rule No. Reasons for non-compliance Future Course of Action
m“mge:: of Category Professional background P
EMDENS Mr. Sohail Rajput the former Finance Secretary, GoS in the
. Mr. Nacem Sahgall Advocate Supreme Court capacity of "Ex-officio" is director in more than '5' Public
29 Chairman/Independent Director : : g ] :
. Sector Companies, for which relaxation was obtained vide T corislane o dbugs 30
Finance Secretary (GoS) : : . SECP Letter No.CLD/CCD/PSC/37/2015/6163, dated : P :
, , Secretary Finance Govt. of Sindh o v 3(5) , , will be made according to the
Sl MerberNen-Beanive Direcior 12.02.2016.The said relaxation was upto 12.02.2017. On dreciions of SECE
Committee Mr. M. Shahid Murtaza 06.02.2017 Bank has applied for Relaxation for Mr. Hasan
MermberiNGn Beaiive Diracsr Ex-Banker Nagqvi, present Finance Secretary, which is pending with SECP
Mr. Muhammad Bilal Sheikh Ex-President & CEO of Sindh
Member/Non Executive Director Bank/Banker
The chief executive and chairman of the board are not members of the audit committee &/ 5
[
The board has set up an effective internal audit function, which has an audit charter, e s
30. i i ' i i
dulﬁlaptijlroved dby zlhe audit committee, and which worked in accordance with the 22 v Tariq Ahsan Afzal Ghani
abizlicd el dhicide s - - : — - - - President & CEO Chairman/Independent Director
31 The company has appointed its external auditors in line with the requirements envisaged 23 v
under the Rules.
The external auditors of the company have confirmed that the firm and all its partners
i i i i i ideli 23(4
32 are in compliance with International Federation of Accountants (IFAC) guidelines on 3 Y * The SECP vide its letter No.CLD/CCD/PSC/37/2015-4457, dated March 3, 2017 has approved the relaxation from Rule 3(5) of PSC Rules.
Code of Ethics as applicable in Pakistan.
The external auditors have not been appointed to provide non-audit services and the
33, auditors have confirmed that they have observed applicable guidelines issued by IFAC 23(5) v
in this regard.
The company has complied with all the corporate and financial reporting requirements y
34 of the Rules.
&"‘/ 5[-«—
P Ve
Tariq Ahsan Afzal Ghani
President & CEO Chairman/Independent Director
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Statement of Internal Controls

This statement is presented to comply with the requirement of State Bank of Pakistan BSD circular No. 07 dated May 27,2004 on “Guidelines on
Internal Controls” and Annexure A of OSED Circular No. 01 dated February 07,2014 on Internal Controls over Financial Reporting (ICFR).

The Board of Directors of the Bank is responsible for establishing and maintaining an adequate and effective system of internal controls which has
the main objectives of ensuring effectiveness and efficiency of operations, reliability of financial reporting, safeguarding of assets and compliance with
applicable laws and regulations.These regulations which contain information requirements on how internal control is organized are designed to provide
reasonable certainty of the reliability of financial reporting.

The Board has established an ongoing process for identifying, evaluating and managing the significant risks faced by the Bank and this process includes
the system of Internal Control over Financial Reporting. The process is regularly reviewed by the Board and the control activities are being closely
monitored across the Bank through, Internal Control Committee (ICC), Compliance Division, Internal Audit Division, Risk Management Division and
Internal Control Department covering key internal controls in all banking activities.

In order to discharge the above responsibility, the Board Audit Committee has direct oversight responsibility to ensure the independence of the internal
audit function and external audit. The Audit Committee meetings are held once in every quarter to discuss the scope and results of the work performed
by the Internal Audit Department.

The Audit Committee also meets with external auditors prior to approval of half-yearly and final results of the Bank. Based on observations and
weaknesses found and identified by the internal and external auditors, appropriate improvements in internal controls are made wherever possible, by
the management and approval of the Board of Directors is taken where required.

Due to inherent limitations, any system of internal controls is exposed to the risk of human error, system failure, circumvention and overriding of
controls. Therefore, evaluation and monitoring of existing internal controls is an ongoing process. It is pertinent to mention that an internal control
system is designed to manage rather than eliminate the risk. As such it can only provide reasonable and not absolute assurance against material
misstatement or loss.

The Bank has adopted and implemented the internationally accepted COSO (Committee of Sponsoring Organizations of Tread way Commission)
Framework of Internal Control-Integrated Framework to further enhance its internal control system and to manage bank risk on an integrated enterprise
wide basis enabling it to meet the requirements of 'Guidelines on Internal Controls' issued by the State Bank of Pakistan.The Bank has developed a
comprehensive testing and reporting framework for ensuring ongoing operating effectiveness of majority of key controls and has significantly addressed
the design improvement opportunities identified to complete the project related initiatives.

In order to ensure consistency in the process of compliance with the relevant guidelines, the Bank followed a structured roadmap by carrying out
detailed documentation of the important processes and controls, together with comprehensive gap analysis of the control design and developed and
implemented remediation plans for the gaps.

The management assists the Board in the implementation of its approved policies and procedures pertaining to Internal Control over Financial Reporting.
The management is continuously in the process of enhancing the documentation of the system of Internal Control over Financial Reporting. While
concerted efforts have always been made to comply with the guidelines issued by SBP, the identification, evaluation, and management of risks within
each of the Bank's key activities, and their continued evaluation and changes to policies and procedures remains an ongoing process. The bank has
developed a comprehensive management testing and reporting framework for ensuring ongoing operating effectiveness of majority of key controls
and has significantly addressed the design improvement opportunities identified to complete the project related initiatives.

In accordance with SBP directives, the Bank has completed all the stages of ICFR and upon satisfactory completion of ICFR roadmap, the SBP had
granted waiver for the submission of Long Form Reports from external auditors from the year 2015. An annual assessment report on ICFR has been
submitted to SBP by the Board Audit Committee (BAC) for the year 2015.

The Bank also successfully completed the cycle of review Internal Control over Financial Reporting for the year 2016 and the process shall continue
going forward, under the SBP Internal Control Guidelines. In accordance with SBP's directives, the Annual Assessment Report for the year 2016 shall
be submitted by Board Audit Committee to the State Bank of Pakistan by March 31,2017.

The Board is of the view that the system of Internal Control over Financial Reporting in place is sound and adequate to provide reasonable assurance
regarding the reliability of Financial Reporting and that the preparation of Financial Statements for external purposes is in accordance with relevant
accounting principles, standards and regulatory requirements

Based on the above, the Board of Directors endorses the management's evaluation of Internal Controls.

On behalf of the Board

Tariq Ahsan

P
President & CEO

Karachi
March 02,2017
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LIMITED by

We have asdited the annexed unconsohdated smrement of foancial positon of Sindh Bank
Limited (“the Bank") 35 ar December 31, 2006 and the related uncensohdaced profir and loss
account, unconsolidated stutememt of comprehensive Income, unconsolidated cash  How
stuteinent and unconsolidated sttcinent of changes i equity ogether wath the notes forming
part therenf (here-mn-after referred 1o as the “the fnancil starements’) for the year then-ended,
m which arg ineoeporaied the wnaudited cernbied renuens fromy the beanches cxcept for sevenieen
branches which have been audited by us and we state that we have sbtaned all the miormanon
and explansbens which, to the best of our knowledge and beliel, were necessary tor the purposes
ol ey Ak,

It 15 the responabnliny of the Bank's manugement ta establish and manram a system of mnternal
comird, and prepare and present the Goancal strements 0 confomuty with approved
accountng standatds and the requirements of the Banking Companies Ordinance, 1962 (LY of
1962], and the Compames Ordmance, 1984 (XL TTof 1983, Our responsibility 15 to expiess an
apmicn on these financal statements based on our audit,

We conducted our audie in accordance with the Interninonal Standards on ASuditing as applicale
wm Pakistun. These standsrds reguire that we plinand perform che audy o obeamn reasonable
assitance aboat whethet the Anancial statetents aee free of any materm] misstatement. Ao aodit
inclodes examuning, on a st basis, evidence supporting the amounts and  disclosures in the
financial saatements, An sudit also ncludes assessing the accounong policics and sipnificans
esnimates ‘made by management, as well as, evalating the overnall presentanon of the financial
statements, We beheve that our audit provides a ressonable basis for our opanion and, afier due
vienficamon, which iy case of loans and advances eovered more than 60" of the 1oial loans and
advances of the Bank, we reporr thare

(@) b e opanicn, proper books of sccounts have been kept by the Bank ss required by the
Companies Ordinance, 1384 (XEVT of 1984), and the returns ceferted o abosve received
From the branches have been found sdequare for the purposes of our aodic

) T CHAT E3PITRICT:
(1l the unconsolizdated statement of Anancial positeon and the related unconsolidaced

pu'rﬂl anel loss account together with the nores thereon lave been diawn afy 1
conformaty with the Banking Compames Credinange, 1962 (RVTT of 1962), and the
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Compaies Ordinance, 1984 (XLVII of 1984}, and dce m agreement with the books
of account and are further in accordance with accounting policies consisteatly
appled,;

(i) the expendimre incurred during the year was for the purpose of the Bank’s
buastness; and

(i) the business conducted, mvestments made and the expendimne mourred dunng the
vear were iy accordance with the obyects of the Bank and the transacnons of the
Bank which have come to our notee have been wathin the powers of the Bank;

(=) m our opimon and o the best O our informanon and aecording o the explananons
v e B ud, the utconsalidared sttement of Onancal |'.u'.nsttim1, unconsolidated profit and
loss account, unconsolidared staiement of comprehensive income, unconsoldared cash
Hlow starement and unconsoldared seitement of changes m equity together wath the
notes forming part thereof conform with approved accounting standards as applhcable 1n
Pakistan, and give the mformaton required by the Banking Compamies Ordinance, 1962
(LW of l‘JEi}, and the Compames Ordinance, 1984 (XLVI of 1984}, 10 the manner =0
vequired and grve a true and far view of the smte of the Bank’s affairs as at the December
31, 2016, and its true balimece of profic, its comprehensive income, its cash flows and (s
changes in equuty fur the year then ended: and

) ui vur opinton Zakar deducoble at souece, under the Zaka and Ushe Ordinance, 1980
(VT of 1980), was deducted FJ!.' the Bank and L_]l.'I:-ns.i.rElJ i the Cenreal Fakat Fond
establizhed under section 7 of thar Ordinance.

Emphasis of matier paragraph

We deaw atrention to note 1.4 ro the Anancal statements which highlights the current starus of
histing reguiretnent as impased by the Stae Bank of Pakistan and the Bank's prospecove merper
with anather bank in Pakistan. Chue apnion i not qualified in respect of this martrer,

:I Y d /]
Ehvited: Riaseh (7, 3017 r.?:ﬁHkrﬁﬁElnxmfl/n)‘&a m“iiﬁ“' AR

Faarachi Chamered Accountan
Bluhammad Shaukat Naseeh
Engagement Partner

54




—
56

B E TR
_,.\ naanhnn




SINDH BANK
o uaxiag

POWER TO THE PropLe ™™ &

(Ploe)lially

Sindh Bank Limited
Unconsolidated Statement of Financial Position
As at December 31,2016

ASSETS

Cash and balances with treasury banks
Balances with other banks

Lendings to financial institutions
Investments - net

Advances - net

Operating fixed assets

Deferred tax assets - net

Other assets - net

LIABILITIES

Bills payable

Borrowings

Deposits and other accounts

Sub-ordinated loan

Liabilities against assets subject to finance lease
Deferred tax liabilities - net

Other liabilities

NET ASSETS
REPRESENTED BY
Share capital

Reserves
Unappropriated profit

Surplus on revaluation of assets - net of deferred tax

CONTINGENCIES AND COMMITMENTS

[4
15
16

12
|7

19

20

2016

2015

(Rupees in '000)

7,500,675 5,297,608
791,478 1,936,079
6,938,610 -
71,539,737 70,394,245
51,833,182 44,169,089
1,825,483 1,899,077
1,190,485 300,805
4,735,723 4245212
146,355,373 128,242,115
714,212 288,681
8,910,738 27,160,697
119,022,240 84,076,644
2,177,298 1,957,703
130,824,488 |13,483,725
15,530,885 14,758,390
10,010,130 10,000,000
1,200,812 922,596
4,185,911 3076915
15,396,853 13,999,511
134,032 758,879
15,530,885 14,758,390

The annexed notes from | to 41 and Annexure | form an integral part of these unconsolidated financial statements.
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President & Chief Executive Officer Chairman
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Sindh Bank Limited
Unconsolidated Profit and Loss Account
For the year ended December 31,2016

Note
Mark-up / return / interest earned 21
Mark-up / return / interest expensed 22
Net mark-up / return / interest income
Provision against non performing loans and advances - net 10.5.3
Provision for diminution in the value of investments - net 9.4

Bad debts written off directly
Net mark-up / return / interest income after provisions

Non mark-up / interest income
Fee, commission and brokerage income
Dividend income
Income from dealing in foreign currencies
Gain on sale of securities - net 23
Unrealised gain on revaluation of investments
classified as held-for-trading
Other income 24
Total non mark-up / interest income

Non mark-up / interest expenses

Administrative expenses 25
Other provisions / (reversals) against other assets
Other charges 26

Total non mark-up / interest expenses

Extraordinary / unusual items
Profit before taxation

Taxation
- Current
- Prior years
- Deferred
27
Profit after taxation

Basic and diluted earnings per share (Rupees) 28

2016 2015
(Rupees in '000)

9,775,399 10,127,239
5,371,167 5,684,824
4,404,232 4,442,415
1,607,448 2,519,865
- 490
1,607,448 2,520,355
2,796,784 1,922,060
358,828 234,278
141,517 120,098
52,754 69,180
2,933,656 3,062,553
9,195 5,729
3,495,950 3491838
6,292,734 5413,898
3,864,279 3,353,026
- (4418)
525 13,791
3,864,804 3,362,399
2,427,930 2,051,499
2,427,930 2,051,499
1,404,921 1,617,389
185,408 102,556
(553,225) (898,709)
1,037,104 821,236
1,390,826 1,230,263
1.39 .23

The annexed notes from | to 41 and Annexure | form an integral part of these unconsolidated financial statements.
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President & Chief Executive Officer Chairman Director Director
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Sindh Bank Limited
Unconsolidated Statement of Comprehensive Income
For the year ended December 31,2016
2016 2015
(Rupees in '000)
Profit after taxation 1,390,826 [,230,263
Other comprehensive income
Components of comprehensive income reflected in equity
Items that will be reclassified subsequently to profit and loss account - -
Items that will not be reclassified subsequently to profit and loss account:
Measurement of net defined benefit liability (5,639) (12,624)
Related current tax credit 1,974 4418
(3,665) (8,206)
Total comprehensive income for the year transferred to equity 1,387,161 1,222,057
Components of comprehensive income reflected below equity
Items that will be reclassified subsequently to profit and loss account:
Deficit on revaluation of investments (961,303) (870,864)
Related deferred tax charge 336,456 304,803
(624,847) (566,061)
Items that will not be reclassified subsequently to profit and loss account - -
TOTAL COMPREHENSIVE INCOME 762,314 655,996

The annexed notes from | to 41 and Annexure | form an integral part of these unconsolidated financial statements.
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Sindh Bank Limited

Unconsolidated Statement of Cash Flow
For the year ended December 31,2016

CASH FLOW FROM OPERATING ACTIVITIES

Profit before taxation
Less: Dividend income

Adjustments:
Depreciation
Amortisation

Provision against non performing loans and advances - net
Provision for diminution in the value of investments - net

Other reversals
Charge for defined benefit plan
Gain on sale of operating fixed assets

(Increase) / decrease in operating assets
Lendings to financial institutions
Advances - net

Other assets - net

Increase / (decrease) in operating liabilities
Bills payable

Borrowings

Deposits and other accounts

Other liabilities (excluding current taxation)

Contribution to gratuity fund
Income tax paid
Net cash flow from operating activities

CASH FLOW FROM INVESTING ACTIVITIES
Net investment in available-for-sale securities

Net investment in held-to-maturity securities
Investment in subsidiary

Dividend income

Investments in operating fixed assets

Sale proceeds of operating fixed assets disposed-off
Net cash used in investing activities

CASH FLOW FROM FINANCING ACTIVITIES
Issue of share capital
Net cash flow from financing activities

Increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

Note

31

29

2016

2015

(Rupees in '000)

2,427,930 2,051,499
(141,517) (120,098)
2,286,413 1931401
374,452 339,953
29,791 30,769
1,607,448 2,519,865
- 490
- (4418)
44,842 36,662
(4,146) (780)
2,052,387 2922541
4,338,800 4853942
(6,938,610)| 12665492
(9.271,541)||  (5504.251)
(489,843) 31,383
(16,699,994) 7192624
425,531 (110,910)
(18,249,959)|  (18915939)
34,945,596 22,192,608
339,452 177.834
17,460,620 3343593
5,099,426 5,390,159
(49,287) (34,878)
(1,709,405)  (1,641,722)
3,340,734 13,713,559
(2,686,633)]  (8713772)
579,838 (2326,747)
- (750,000)
140,849 120,098
(342,988) (428,605)
16,485 15,091
(2.292,449)  (12,083935)
10,181 -
10,181 -
1,058,466 1,629,624
7,233,687 5,604,063
8,292,153 733,687

The annexed notes from | to 41 and Annexure | form an integral part of these unconsolidated financial statements.

Y
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Sindh Bank Limited Sindh Bank Limited
Unconsolidated Statement of Changes in Equity Notes to the Unconsolidated Financial Statements
For the year ended December 31, 2016 For the year ended December 31,2016

Capital Reserves Revenue Reserves | STATUS AND NATURE OF BUSINESS
Share
Capital Share Statutory ~ Unappropriated Total ) o i ) ) ) )
BremafiGn e S profit ** I.I' Sindh Bank Limited (the Bank) was incorporated in Pakistan on October 29, 2010 as a public unlisted company and
_____________________ (RUpees in '000) =<-emememmemmeceees is engaged in Commercial Banking, Corporate and Investment related activities. The Bank operates 260 branches
(2015: 250) including 8 sub branches (2015: 8) and |4 Islamic banking branches (2015: 13) in Pakistan. The Bank's
Balance as at January 01,2015 10,000,000 ] 676,543 2100911 12777 454 registered office is located at 3rd floor, Federation House, Abdullah Shah Ghazi Road, Clifton, Karachi, Pakistan.
Profit for the year ended December 31, 2015 , , , 1230263 1230263 .2 The Government of Sindh, through its Finance Department owns 99.9% ordinary shares of the Bank.
Other comprehensive loss - - - (8,206) (8,206)
Total comprehensive income for the year ended .3 JCR-VIS Credit Rating Company Limited has reaffirmed the medium to long term entity rating of ‘AA’ (Double A)
December 31, 2015 - - - 1,222,057 1,222,057 with a “Stable outlook”, and short term rating of ‘A-1+' (A-One plus) of the Bank.
Transfer to statutory reserve ) ) 246053 (246,053) i |4 The State Bank of Pakistan (SBP) granted license to the Bank to conduct banking business subject to certain conditions
Balance as at December 31,2015 10,000,000 : 922.59% 3.076.915 13.999.511 which inter alia includ_es that the Bank shall get |istedlon sto§|< exchange _vvithin threg years from thg date of
commencement of business. The Bank, however, from time to time had obtained extensions in the time limit from
Profit for the year ended December 31, 2016 B B B 1,390,826 1,390,826 SBP. During the year the Bank initiated the process of listing of its shares on PSX'. Approval of the draft Prospectus
Other comprehensive loss - - - (3,665) (3,665) was given by PSX on October 25, 2016, with a deadline to publish the same in the newspapers by October 31, 2016.
Total comprehensive income for the year ended Publication of the Prospectus was however halted and the listing process put on hold as the Government of Sindh
December 31,2016 - - - 1,387,161 1,387,161 (sole sponsor of Sindh Bank Limited) and the majority shareholder/sponsor of Summit Bank Limited agreed in principle,
S 278,165 278,165 to consider a merger of the two institutions, with Sindh Bank being the surviving entity. Board of Directors of the
fansier to statutory reserve i i ’ (278,165) Bank resolved to seek SBP's approval to conduct due diligence of Summit Bank which was conveyed on December
Issue of share capital (Note 18.3) 10,130 5| i B 10,181 27,2016. In ﬁh.e Bank's letter seeking SBP's permission to carry out due diligence, SBP was intimated about putting
on hold the listing process.
Balance as at December 31,2016 10,010,130 51 1,200,761 4,185911 15,396,853
2 BASIS OF PRESENTATION
*  Statutory reserve represents amount set aside as per the requirements of section 21 of the Banking Companies These unconsolidated financial statements represent separate financial statements of the Bank. The consolidated
Ordinance, 1962. financial statements of the Group are being issued separately.
**  As more fully explained in note 10.5.2 of these unconsolidated financial statements, unappropriated profit includes These unconsolidated financial SRS have been prepared on the format prlescribed by SBP under BSD Circular
an amount of Rs, 472.71 million net of tax as at December 31, 2016 (December 31, 2015; Rs 37.86 million) No. 4 dated February 17, 2006, '‘Revised Forms of Annual Financial statements', effective from the accounting year

representing additional profit arising from availing forced sale value benefit for determining provisioning requirement engled Discermioer 3, 2006,

il e met evellelols fior e purpess of elsiatiien of dyeand o sierioleers In accordance with the directives of the Federal Government regarding the shifting of the Banking system to Islamic

modes, the State Bank of Pakistan has issued various circulars from time to time. Permissible forms of trade-related
modes of financing include purchase of goods by Banks from their customers and immediate resale to them at
appropriate mark-up in price on deferred payment basis. The purchases and sales arising under these arrangements
are not reflected in these unconsolidated financial statements as such but are restricted to the amount of facility
actually utilised and the appropriate portion of mark-up thereon. The Islamic Banking branches of the Bank have
complied with the requirements set out under the Islamic Financial Accounting Standards (IFAS) issued by the Institute
of Chartered Accountants of Pakistan (ICAP) and notified under the provisions of the Companies Ordinance, 1984.

The annexed notes from | to 41 and Annexure | form an integral part of these unconsolidated financial statements

The financial results of the Islamic Banking branches have been consolidated in these unconsolidated financial statements
for reporting purposes, after eliminating material inter-branch transactions / balances. Key financial figures of the Islamic
Banking branches are disclosed in Annexure | to these unconsolidated financial statements.

3 STATEMENT OF COMPLIANCE

These unconsolidated financial statements have been prepared in accordance with approved accounting standards

W@/ Gi— as applicable in Pakistan. Approved accounting standards comprise of such International Financial Reporting Standards
v % - 71{ (IFRS) issued by the International Accounting Standards Board as are notified under the Companies Ordinance, 1984,

: Islamic Financial Accounting Standards (IFAS) issued by the Institute of Chartered Accountants of Pakistan (ICAP)

President & Chief Executive Officer Chairman Director Director as are notified under the Companies Ordinance, 1984, provisions of and directives issued under the Companies
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Ordinance, 1984 and the Banking Companies Ordinance, 1962 and the directives issued by the State Bank of Pakistan
(SBP) and the Securities and Exchange Commission of Pakistan (SECP). In case requirements differ, the provisions
and directions issued under Companies Ordinance, 1984, the Banking Companies Ordinance, 1962 and the directives
issued by the SBP and SECP shall prevail.

The SBP has deferred the applicability of Intemational Accounting Standard (IAS) 39, 'Financial Instruments: Recognition
and Measurement' and International Accounting Standard (IAS) 40, 'Investment Property' for Banking companies /
DFls through BSD Circular Letter No. |10 dated August 26, 2002.

Further, according to the notification of the Securities and Exchange Commission of Pakistan (SECP) through S.R.O
411(1)/2008 dated April 28, 2008, IFRS - 7 ‘Financial Instruments: Disclosures’ has not been made applicable for
Banking companies / financial institutions. Accordingly, the requirements of these standards have not been considered
in the preparation of these financial statements. However, investments have been classified and valued in accordance
with the requirements of various circulars issued by SBP.

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

SBP vide its BSD Circular No. 07 dated April 20, 2010 has clarified that for the purposes of preparation of financial
statements in accordance with International Accounting Standard - | (Revised), 'Presentation of Financial Statements',
two statement approach shall be adopted i.e. separate 'Profit and Loss Account' and 'Statement of Comprehensive
Income' be presented, and Balance Sheet be renamed as 'Statement of Financial Position'. Furthermore, the surplus
/ (deficit) on revaluation of available for sale (AFS) securities only, may be included in the 'Statement of Comprehensive
Income'. However, it should continue to be shown separately in the statement of financial position below equity.
Accordingly, the above requirements have been adopted in the preparation of these unconsolidated financial statements.

The State Bank of Pakistan through BPRD Circular No. 04 of 2015 dated February 25, 2015 has deferred applicability
of Islamic Financial Accounting Standard 3 for Profit & Loss sharing on Deposits (IFAS-3) issued by the ICAP and
notified by the Securities and Exchange Commission of Pakistan (SECP), vide their SRO 571 of 2013 dated June 12,
2013 for institutions offering Islamic Financial Services. The standard will result in certain new disclosures in the
unconsolidated financial statements.

Standards, amendments and interpretations to published approved accounting standards

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

The Bank has adopted the following new standards, amendments to published standards and interpretations of IFRSs
which became effective during the current year.

Amendments, interpretations and improvements Effective date

IAS | - Disclosure Initiative (Amendments) January |, 2016
IFRS 10, IFRS 12 and IAS 28 - Investment Entities: Applying the Consolidation January |, 2016
Exception (Amendments)

IFRS 10 and IAS 28 - Sale or Contribution of Assets between an Investor and January I, 2016
its Associate or Joint Venture (Amendments)

Annual Improvements to IFRS 2012 - 2014 Cycle January |, 2016

Annual Report
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IAS 27 - Equity method in Separate Financial Statements (Amendments) January 1, 2016

IAS 16 and IAS 38 - Clarification of Acceptable Methods of Depreciation and
Amortization (Amendments)

January |, 2016

Standards, amendments to published standards and interpretations that are effective but not relevant

The other new standards, amendments to published standards and interpretations that are mandatory for the financial
year beginning on January 01, 2016 are considered not to be relevant or to have any significant effect on the Bank's
financial reporting and operations and are therefore not presented here.

Standards, amendments and interpretations to published approved accounting standards, that are not yet effective
and not early adopted by the Bank

The following new standards, amendments to published standards and interpretations would be effective from the
dates mentioned against the respective standard or interpretation.

Amendments, interpretations and improvements Effective date

IFRS 10 and IAS 28 - Sale or Contribution of Assets between an Investor and its Postponed
Associate or Joint Venture (Amendments to IFRS 10 and IAS 28)

IAS 7 - Disclosure Initiative (Amendments to IAS 7) January 1, 2017
IAS 12 - Recognition of Deferred Tax Assets for Unrealized Losses January |, 2017
(Amendments to IAS 12)

IFRS 2 - Classification and Measurement of Share-based Payment Transac