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DIRECTORS’ REVIEW

The Board of Directors is pleased to present the unaudited financial statements of Meezan Bank
Limited and unaudited consolidated financial statements for the quarter ended March 31, 2010.
The financial highlights of Meezan Bank for the quarter and corresponding period of the last year
are given below:

Financial Highlights
Rupees in '000

Balance Sheet Mazrgrigl, Decezr?)%gr 8L, Growth %
Deposits 102,479,992 | 100,333,051 2%
Financings 42,664,347 44,188,066 (3%)
Investments 23,890,491 23,290,309 3%
Due from financial institutions

(Commaodity Murabaha) 27,558,500 34,499,500 (20%)
Total Assets 125,460,492 | 124,181,734 1%
Share Capital 6,982,550 6,650,048 5%
Shareholders' Equity 9,454,402 9,090,535 4%

Rupees in '000

Profit & Loss Account Mazrgqgl, Mazrgrcl)gl, Growth %
Net Spread Earned before provisions 1,449,878 1,370,283 6%
Fee, Commission, Forex & Other Income 342,136 206,933 65%
Core Banking Income before provisions 1,885,607 1,609,056 17%
Profit after Tax 363,867 282,923 29%
Earning per Share - Rupee 0.52 0.52 -
Number of Branches (including sub-branches) 201 166 21%

Deposit growth is historically slow in the first quarter of the year. Notwithstanding this fact,
deposits increased by Rs 2 billion over December 31, 2009 reflecting the strong demand for
Islamic banking products in country. Income from core banking business also increased by
17%, mainly on account of improved macro-economic conditions of the country and concerted
efforts to book quality assets so as to improve the Asset Deposit Ratio of the Bank.

More importantly, profit after tax recorded substantial increase of 29% over comparative quarter
of March 2009 from Rs 283 million to Rs 364 million. The core emphasis of the Bank to maintain
sustained and healthy profitability has manifested itself in the first quarter results.

Specific provision of Rs 220 million has been made for non-performing portfolio thus strengthening
asset quality and increasing coverage ratio to 77% of total non performing financings.
Administrative and operating expenses also increased from Rs 801 million to Rs 1,090 million
primarily due to higher staff expenses, rent and costs associated with the increased number
of branches.
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CONDENSED INTERIM

BALANCE SHEET
AS AT MARCH 31, 2010

Note March 31, December 31,

2010 2009

(Unaudited) (Audited)
ASSETS e Rupees in '000 ---------
Cash and balances with treasury banks 6 8,449,193 8,387,432
Balances with other banks 7 14,212,383 5,260,467
Due from financial institutions 27,558,500 34,499,500
Investments 8 23,890,493 23,290,309
Financings 9 42,664,344 44,188,066
Operating fixed assets 10 2,510,000 2,416,375
Deferred tax asset 466,262 204,172
Other assets 5,709,317 5,935,413

125,460,492 124,181,734
LIABILITIES
Bills payable 1,522,075 1,249,210
Due to financial institutions 6,163,853 8,468,425
Deposits and other accounts 11 |102,479,992| (100,333,051

Sub-ordinated loan - -
Liabilities against assets subject to finance leases - -
Deferred tax liabilities - -
Other liabilities 5,698,909 4,946,589

115,864,829 114,997,275
NET ASSETS 9,595,663 9,184,459

REPRESENTED BY

Share capital 12 6,982,550 6,650,048
Reserves 1,122,865 1,050,092
Unappropriated profit 1,348,987 1,390,395

9,454,402 9,090,535
Surplus on revaluation of investments 141,261 93,924

9,595,663 9,184,459

CONTINGENCIES AND COMMITMENTS 13

The annexed notes 1 to 20 form an integral part of these condensed interim financial statements.

H.E. Sheikh Ebrahim Bin Irfan Siddiqui Naser Abdul Rana Ahmed
Khalifa Al-Khalifa Mohsen Al-Marri Humayun
Chairman President & CEO Director Director
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NOTES TO THE CONDENSED

INTERIM FINANCIAL STATEMENTS (UNAUDITED)
FOR THE QUARTER ENDED MARCH 31, 2010

March 31, December 31,
2010 2009

—————————— Rupees in ‘000 ----------

13.3 Trade related contingent liabilities

Import letters of credit 9,167,773 8,906,958
Acceptances 2,101,610 2,507,973
11,269,383 11,414,931
13.4 Commitments in respect of forward exchange contracts
Purchases 16,431,380 13,095,711
Sales 26,846,768 14,967,063
13.5 Commitments for the acquisition of operating fixed assets 29,428 29,485
13.6 Commitments in respect of financings 26,713,073 25,982,480
13.7 Other commitments
Bills for collection (inland) 96,305 97,687
Bills for collection (foreign) 4,116,074 2,127,779
4,212,379 2,225,466
13.8 Taxation

The assessing officer had subjected to tax, the gain on foreign currency deposits claimed as
exempt in the return of income of assessment year 2001-2002 and tax year 2003. The Income
Tax Appellate Tribunal (ITAT) had decided the matter in favour of the Bank in respect of
assessment year 2001-2002. The department has appealed against the decision of ITAT in the
High Court, decision on which is still pending. The appeal for the Tax Year 2003 is pending
before ITAT.

The amount of tax levied by the assessing officer on such gain aggregated to Rs. 151.798
million, whereas the net tax liability for the aforesaid assessment years and other relevant
assessment years after considering relief for the related expenditure amounts to approximately
Rs. 41 million. The management is confident that even at the superior judicial forum the Bank's
position will be sustained.

The tax department has not accepted the Bank’s contention on the matter of allocation of
expenses on exempt capital gains and dividend income. The orders to this effect have already
been framed for the tax years 2003 to 2008. The total additions made in tax years 2003 to 2008
under this head amounts to Rs. 999.863 million, representing additional liability of Rs. 379.682
million.

The Bank has challenged the matter relating to tax year 2003 in an appeal on the issue with
ITAT. The issue of allocation of expenses is expected to be decided on the basis of facts of the
case with the effect that financial and administrative expenses identifiable (not being those
allocated on gross receipt basis) to earning, in relation to cost of assets on which exempt
income is generated, will be allocated to exempt income.
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CONDENSED INTERIM

STATEMENT OF COMPREHENSIVE INCOME (UNAUDITED)
FOR THE QUARTER ENDED MARCH 31, 2010

Profit for the period

Other comprehensive income

Comprehensive income transferred to equity

Components of comprehensive income not transferred to equity

Surplus on revaluation of investments

Deferred tax on revaluation of investments

Total comprehensive income

March 31, March 31,
2010 2009
--------- Rupees in '000 ---------
363,867 282,923
363,867 282,923
59,255 267,711
(11,918) (25,098)
411,204 525,536

The annexed notes 1 to 20 form an integral part of these condensed interim financial statements.

H.E. Sheikh Ebrahim Bin
Khalifa Al-Khalifa
Chairman

Irfan Siddiqui
President & CEO

Naser Abdul
Mohsen Al-Marri
Director

Rana Ahmed
Humayun
Director
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