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We are indeed We are living in difficult times. There are

challenges aplenty on every corner, and
almost every industry in the world has
undergone a rapid shift. The banking world

is no different, but we at Silkbank know

how to be resilient and conquer all
challenges with our inventive strategy,
perseverance, and determination.

All this time, we believed in each other, found strength in each other, and therefore, with singular
vision, put into action the innovative plans that we made to ensure that our customers stay our
main priority and that we continue offering them the very best-in-class services for seamless
banking. Together, we have been able to achieve remarkable success and grow through

the challenges.
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VISION

Benchmark of excellence in
Premier Banking.

MISSION

To be the leader in Premier Banking; trusted
by customers for accessibility, service, and
innovation. Be an employer of choice,
creating value for all stakeholders.
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CORE VALUES

Customer Focus
At Silkbank, the customer remains at the core of all activities. Service Quality is
our key differentiator.

Integrity
At Silkbank, we are honest and upfront, maintaining the highest level of personal
and corporate integrity.

Teamwork
Teamwork is our key strength. Our success lies in unity.

Creativity
Out of the box thinking is the enabling factor that allows us to be recognized as
an innovative organization.

Meritocracy
Merit remains our key primary criteria for rewarding performance.

Humility
Humility remains at the core of all our relationships.

repORT 2021 SILKBANK >

Yes we can




TABLE OF

CONTENTS

Corporate Information

Director’s Report

w

Independent Auditor's Review
Report to the Members

Financial Statements

N
[@)]

Condensed Interim Statement
of Financial Position

N
~

Condensed Interim Profit and
Loss Account - Un-audited

N
o

Condensed Interim Statement of
Comprehensive Income - Un-audited

N
O

Condensed Interim Statement of
Changes in Equity - Un-audited

w
o

Condensed Interim Cash Flow
Statement - Un-audited

w

Notes To The Condensed Interim
Financial Statements - Un-audited

Branch Network

Foreign Correspondents

o~
w

(o)) w
= NS} =

REPORT 2021

SILKBANK 7

Yes we can




CORPORATE
INFORMATION

Every team member at Silkbank exhibits an unmatched dedication
towards the growth of the Bank. Our strength lies in the sincerity
of our teamwork and singularity of our vision. It is what has enabled
us to achieve the high benchmarks we set for ourselves in the
Half Year of 2021.
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CORPORATE
INFORMATION

AS OF JUNE 08, 2022
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Share Registrar
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REPORTS &
STATEMENTS
TO THE MEMBERS

Silkbank, since its inception, has shown remarkable resilience and
determination during difficult times. The Half Year of 2021 was a challenging
but together, we were able to navigate through all the impediments and
ensure a performance that reflects our grit and determination.
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DIRECTORS’
REPORT

FOR THE YEAR ENDED
JUNE 30, 2021

Dear Shareholders,

We are pleased to
present the financial
statements of the
Bank for the half
year ended

June 30, 2021. \\*W =
Economic Review

Pakistan's economy showed visible signs of recovery
with a 3.94 percent growth during FY21. This was due
to timely adoption of pandemic containment measures
and targeted policy interventions to support the
economic activity in the country. The banking sector,
which forms the major part of the financial sector, has
exhibited resilience to COVID-19 pandemic shock due
to strong capital and liquidity
cushion. Earnings of the
sector remained steady
during 2HFY21, though
profitability indicators
showed some moderation
due to low interest rate
environment. The solvency
of the banking sector
remained robust with Capital
Adequacy Ratio (CAR) at 18.3
percent - well above the
regulatory minimum of 11.5
percent. The financial markets, which witnessed
significant volatility in 2HFY20, remained relatively
stable during 2HFY21, though the exchange rate
exhibited some volatility towards the end of the
reviewed period.

The 4th wave of COVID-19 could not cause a lockdown
which resulted in government encouraging GDP growth
target. In FY21, Pakistan witnessed positive GDP growth
rate of 3.94%. The fiscal deficit for FY21 stood at 8400
billion. However, the current account deficit during
FY21was 4.1% - 4.7% in terms of GDP to USD 1.47 billion
largely due to an increase in imports and also due to
a growth in remittances.

ots| #2021

Headline inflation for June 21 clocked in at 8.4% YoY
as compared to 9.3% YoY in the same period last year
along with core inflation at 6.9% YoY against 5.3% YoY.
The country's FX reserves strengthened and stood at
USD 1715 billion in June-21 due to inflows of USD 1.7
billion from the World Bank, Asian Development Bank,
Asian Infrastructure Investment Bank, and due to pay
USD 3 billion loan from Saudi Arabia. However, the
increase in exports, remittances and FDI were
imperative to build sustainable foreign exchange
reserves.

Banking Sector

Economic activity
maintained an upward
trend with SBP's
continued support on
monetary easing whilst
holding the policy rate
at 7%. Economic
momentum further
strengthened in
2HFY21 as reflected by
a healthy improvement
in the index of Large-
Scale Manufacturing
(LSM) and a rise in business confidence index to a
multi-year high. Similarly, the banking sector's
performance remained encouraging as the asset base
expanded by 12.2% in 2HFY21 as compared to 7.8%
growth recorded in the corresponding period of previous
year.

Deposits of the banking sector grew by 9.55% from
17.9 trillion in Mar-21to PKR 19.79 trillion in Jun-21.
Similarly, sector advances increased by 4.4%, from
PKR 8.6 trillion in Mar-21to PKR 8.96 trillion in Jun-21.
Solvency of the banking sector remained strong with
slight adjustment of the Capital Adequacy Ratio (CAR)
from 18.7% in 2HFY20 to 18.3% in 2HFY21. This level
of CAR was still well above the minimum regulatory
benchmark of 11.5 percent.

The SBP carefully monitored developments affecting
medium-term prospects for inflation, financial stability
and growth. It was prepared to respond adequately
whenever deemed necessary.

Financial Performance

The Bank posted an after-tax loss of Rs. 6.04 billion
during the half-year of 2021. During this period, the
Bank's total deposits decreased by Rs. 8.86 billion to
Rs. 151.38 billion, and gross advances decreased by
Rs. 3.14 billion.

Summarized financial performance of Silkbank Limited
for the half year ended June 30, 2021, is as follows:

DIRECTORS’
REPORT

FOR THE YEAR ENDED
JUNE 30, 2021

Rs. in million

Financial Performance

Loss Before Tax (9,191)
Tax - Current -
Prior (58)
Deferred 3,214
Loss After Tax (6,035)
Rupee
Loss per share - Basic (0.66)
Loss per share - Diluted (0.66)

During the period, the Bank achieved strong
performance in net interest income, recording Rs. 1.31
billion in the first half of 2021, compared to Rs. 867
million in the same period of 2020. The Bank also
successfully reduced operating expenses to Rs. 3.47
billion, down from Rs. 3.59 billion in the first half of
2020.

However, these gains were offset by a loss of Rs. 1.06
billion on the Bank's government securities portfolio,
driven by unfavorable movement in market yields.
Additionally, the Bank recorded substantial net
provisions against non-performing loans, totaling Rs.
7.37 billion, primarily in line with the SBP Prudential
Regulations' timeline requirements.

BUSINESS PERFORMANCE

Branch Banking

Branch Banking
served over 216,536
customers
contributing more
than 64% of the
Bank's deposit base.
Total deposit as of 30
June 2021 stood at
approximately Rs.97
billion. The total Year
to Date deposit grew
by Rs. 4.73 billion till
30th June 2021 out of
which the current account portfolio grew by Rs. 2.98
billion.

During this Quarter we conducted Flexi Munafa
Campaign for deposit mobilization. The Campaign was
designed to create deposit momentum for Silkbank
Flexi Munafa Term Deposit by engaging the entire
Branch Banking staff. The objective was to bring in
incremental volumes by rewarding our staff via a
commission scheme.

Bancassurance generated business of Rs. 14.47 million
in annual premium which translates into NFI of Rs. 7.98
million during Q2-21

Moreover, after the successful launch of Silkbank Verified
by Visa Debit Cards, we introduced customer
engagement campaigns to boost our Debit card spend
on POS and online. The first campaign was conducted
during the month of Ramadan 2021. In which we
conducted weekly lucky draws to motivate customers
to use Silkbank Debit Card. Later in this quarter, a
second campaign was launched to further boost our
spend. The average spend for this quarter was almost
201 million with an average of 52,842 number of
transactions. Our online spend also surged to quarterly
average of Rs. 13 million.

Consumer Banking

In the 1st half of 2021, Consumer Banking was able to
achieve many innovative milestones and kept on adding
new products & features to its already hefty menu. As
a result, our unsecured portfolio stands at an impressive
over Rs. 18 billion.

Credit Cards

Silkbank Credit Card
has been at the
pinnacle of
innovation for the
credit card industry
and always strived
to improve the
existing products
and services while
simultaneously
introducing new
products and services to drive towards their end goal
which is being the market leader not only in credit card
issuance but also to become top of the wallet card.
Keeping the business momentum going, Silkbank credit
cards took many initiatives to streamline the revenues
and curtail the negative impact of COVID-19. Focus
was built on enrolment of Value-Added Services which
helped us generate enough of the non-funded income.

The business posted a profit before tax of Rs. 537
million in the first half of the year after being hit by the
adverse impacts of economic breakdown due to
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COVID-19. Successful efforts were made towards
reclaiming ENR (Ending Net Receivable) from the
negative impacts COVID-19 had on the payments
industry, closing off the half year with Rs. 5.65 billion.
With the acquisition of 14,474 new cards from January
to June 2021, the CIF (Cards in Force) increased to
171,250 as of June 2021. Total spending on Credit Cards
in six months of 2021 amounted to Rs. 13.77 billion.

Ready Line

The first half of the
year 2021 was
focused on
improving the
digital experience
for our customers.
Building on newly
launched spending
avenue of online
transactions,
multiple initiatives
were launched to provide the customer with a
convenient as well as secured payment journey on the
web. We have partnered with major local as well as
international online retailers for tactical & seasonal
campaigns offering lucrative deals to our valued
customers.

On a parallel basis to keep a more balanced approach,
the Bank kept on launching various initiatives to cater
conventional banking needs. Acquisition campaigns
were launched offering new to Bank customers with 3
exciting offers i.e. No processing fee, Waiver of 1st year
annual fee & Mark-up waiver only of the BTF amount
for 2 months. Also, cashback spend promotion was
launched offering Rs. 50,000 to 10 lucky winners on
the auspicious event of Eid.

As a result of these and many other successful initiatives,
the Bank was able to add a profit before tax of Rs. 520
million in the first half of the year, whereas, by the end
of June 2021, the ENR stood at Rs. 7.44 billion with
48,234 customers.

17| #2021

Personal Loan

The Second Quarter of
2021 has been a
recovery period for
Personal Loan product.
Previously due to some
external challenges,
one of them being
COVID-19; the Bank
took a strategic
decision of temporarily
shifting the focus on
other high yielding
products. However, during this period a gradual shift
towards Personal Loan was witnessed and our amazing
sales team reacted instantly by booking 1,340 unit in
quarter 2 only with a volume of Rs. 320 million.

At the end of June 2021, the portfolio stood at an
impressive Rs. 5 billion with 19,540 active customers.

Emaan Islamic Banking (Emaan)

Emaan
Islamic
Banking
performed
decently
during the
year 2021
and despite
challenging
economic
conditions
and a
distressed
business
environment amid COVID-19, Emaan Islamic has closed
the deposit book at Rs.12.05 billion with CASA TD ratio
at 70:30. Advances book closed at Rs. 2.94 billion.

2,469 new Bank accounts were opened during the year
and stood at 35,701 accounts with VDC & SMS
conversion rates at 71% & 82% respectively.

Service & Quality have been the top priority, and the
unit prides itself in having Service Quality embedded
into each & every process. Service indicators depict
that Emaan is truly focused on customer services and
achieved a "Very Good" rating during the year.

Compliance with Minimum Capital
Requirement (MCR) and Capital
Adequacy Ratio (CAR)

As of Jun 30, 2021, the Minimum Capital Requirement
(MCR) stood at negative Rs. 2.84 billion and Capital
Adequacy Ratio (CAR) at negative 12.36% against the
prescribed minimum limits of Rs. 10 billion and 11.50%
respectively.

DIRECTORS’
REPORT

FOR THE YEAR ENDED
JUNE 30, 2021

Credit Rating

The long-term entity rating of the Bank is A- (Single A
Minus) and the short-term rating is A-2 (A-Two) as

determined by "JCR VIS" Credit Rating Company Limited.

Future Outlook

We wish to inform
you that United Bank
Limited ("UBL") has
formally conveyed its
offer for the potential
merger of Silkbank
Limited ("Bank") with
and into UBL. UBL
has disclosed this
material information
to the Pakistan Stock
Exchange Limited
("PSX"), confirming the submission of an offer regarding
a possible merger. Accordingly, the Bank also
disseminated its Material Information to the PSX on
November 1, 2024.

We further inform you that the Board of Directors of
the Bank, in its meeting held on November 06, 2024,
has accorded its in-principle approval for a potential
merger of the Bank with and into UBL. This merger
would be executed through a scheme of amalgamation
to be sanctioned by the State Bank of Pakistan under
Section 48 of the Banking Companies Ordinance, 1962
("Potential Merger"). The Bank also disseminated this
Material Information to the PSX on November 06,
2024.

The Potential Merger remains contingent upon finalizing
the deal terms, completing necessary transaction

documentation, and obtaining all requisite corporate
and regulatory approvals, consents, and authorizations.

We shall keep our shareholders updated with respect
to this Potential Merger by making further
announcements as and when the matter progresses.

Acknowledgement

We, once again, take this opportunity to express our
deepest gratitude to our customers and business
partners for their continued support and trust, and our
sincere appreciation to the State Bank of Pakistan for
their guidance and cooperation.

We are also equally thankful to our associates, staff

and colleagues for their committed services, and look
forward to their continued support.

For and on Behalf of the Board
of Silkbank Limited

=

Shahram Raza Bakhtiari
President & CEO

e

Khalid Aziz Mirza
Chairman

November 14, 2024
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INDEPENDENT AUDITOR'S REVIEW REPORT
TO THE MEMBERS OF SILKBANK LIMITED

Report on Review of Condensed
Interim Financial Statements

Introduction

We have reviewed the accompanying condensed interim statement of financial position of
the Silkbank Limited (the Bank) as at June 30, 2021, and the related condensed interim profit and
loss account and condensed interim comprehensive income, condensed interim statement of changes
in equity and condensed interim statement of cash flows, and notes to the financial statements for
the six-month period then ended (here-in-after referred to as the "interim financial statements").
Management is responsible for the preparation and presentation of this interim financial statements
in accordance with accounting and reporting standards as applicable in Pakistan for interim financial
reporting. Our responsibility is to express a conclusion on these condensed interim financial statements
based on our review.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements 2410,
"Review of Interim Financial Information Performed by the Independent Auditor of the Entity". A review
of condensed interim financial statements consists of making inquiries, primarily of persons responsible
for financial and accounting matters, and applying analytical and other review procedures. A review
is substantially less in scope than an audit conducted in accordance with International Standards on
Auditing and consequently does not enable us to obtain assurance that we would become aware of
all significant matters that might be identified in an audit. Accordingly, we do not express an audit
opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying
condensed interim financial statements as of and for the half year ended June 30, 2021, is not
prepared, in all material respects, in accordance with the accounting standards as applicable in
Pakistan for interim financial reporting.

Emphasis of matter

We draw attention to the following matters:

These events and conditions indicate a material uncertainty on the bank's ability to continue as a going
concern. However, various strategic options were considered by management to ensure the going concern
of the Bank. Among such the strategic options, on October 31, 2024, United Bank Limited (UBL) submitted
an offer for the amalgamation of the Bank into UBL, subject to regulatory approval and finalization of
transaction terms. The Board of Directors has given in-principle approval for the merger. Pursuant to this
proposed Merger plan, if sanctioned by the SBP the Bank will merge with UBL and by law, all the rights,
obligations, assets and liabilities of the Bank will be transferred to UBL in exchange for new shares
issued by UBL in favor of the shareholders of the Bank.

2. As fully explained in note 13.3.2 of the condensed interim financial statements, there is an ongoing
litigation between the buyer and the bank on the sales transaction of the office building.

3. Asdisclosed in note 15.1 of the condensed interim financial statements, which states that the deferred
tax asset has been recorded based on the expectation that the acquiring bank, as part of the amalgamation
arrangement (as disclosed in Note 1.4), will be able to realize the asset through its future profitability and
the available tax benefits from provisions against non-performing loans. The recognition of the deferred
tax asset relies on management's assumptions about the future financial performance and the successful
completion of the merger.

4. As disclosed in note 16.3 to the condensed interim financial statements that refers to the excess of
prescribed limit by the Bank under Debt Property Swap Regulation.

5. As disclosed in note 24.3.1 to the condensed interim financial statements that describes the effects to
the Suits for damages which have been filed against the Bank up to the tune of Rs. 24.41 billion by various
borrowers / employees in respect of certain disputes relating to loans and advances.

Our conclusion is not modified in respect of the above matters.
Other Matter

The figures of the condensed interim profit and loss account and the condensed interim statement of

not express a conclusion on them, as we are required to review only the cumulative figures for six-month
period ended June 30, 2021.

The engagement partner on the review resulting in this independent auditor's review report is
Muhammad Shaukat Naseeb.
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Date: November 15, 2024 Grant Thornton Anjum Rahman
Chartered Accountants
Karachi

1. We draw attention to notes 1.3 and 1.4 to the condensed interim financial statements, which indicates,
among other things, that the Bank has incurred a net loss of Rs. 6,034.938 million (2020: Rs. 1,886.459
million) for the half year ended June 30, 2021, resulting in accumulated losses of Rs. 26,266.840 million
(December 31, 2020: Rs. 20,276.145 million) and negative net equity of Rs. 551.110 million (December 31,
2020: positive net equity of Rs. 4,869.581 million) as at June 30, 2021. Furthermore, the Bank's paid-up
capital (net of losses), Capital Adequacy Ratio (CAR), and Minimum Capital Requirement (MCR) do not
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comprehensive income for the quarters ended June 30, 2021 and 2020 have not been reviewed and we do }
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meet the thresholds prescribed by the State Bank of Pakistan (SBP) as of June 30, 2021. }
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Perseverance has been one of our defining traits
throughout the years, and we kept that alive in the year
2021 as well which reflected in our financial outcomes.
Ending yet another fiscal year on a high is testimony to
our resilience and commitment to work together
towards excellence.
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